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THE FUTURE IS OURS
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Financial Highlights
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NET REVENUES

US$4.80 billion

NET INCOME

US$608.3 million

Nt reveries dor the year anded December 31, 2014
were: LIS$4.80 bilion, 2 decrease of USE0.28 bilion, or
5.6%, a5 compared with LSS5.09 tilkon for the yaar
ended December 31, 2013,

BASIC NET INCOME PER SHARE

US$0.369

et incomé attributable i Meleo Crown Enferainment
was USEB08. 3 million for the year ended December 31,
2014, a5 comparad with et income of LS$EIT 5 milion
for the year ended Decemiber 31 213,

ADJUSTED PROPERTY EBITDA

US$1,285.5 million

Basc reél inoome péf Share attriulable o Moo
Crown Entertainment was LSS0.369 for he year ended
December 31, 2014 compared o basic net income per
Snae of USS0.396 or the year enced Dacembar 31,
213,

s 3w | ot bl L

Adfusted proparty EBITOA for e year ended Dacarmber
31, 2014 was USE1,2855 millon. represaning a
decrezze of UBE936 milion, or 6.8%, compared fo
USE1, 3791 milion for the year endsd December 31,
2013,




Market Overview and Key Highlights

MARKET OVERVIEW
Macau Market

The Macau gaming market has been through a challenging period in 2014,
delivering a year-over-yaar decline in gross gaming revenues of 2.6% compared
te those in 2013, primarily driven by a deteriorating demand envircnment from
our key feeder market, China, as well as other restrictive policies including
changes to fravel and visa policies and the implementation of further smoking
restrictions on the main gaming floor. According to DICJ, the rolling chip
segment underperformed the broader market, declining 10.9% year-over-year
in 2014, while the higher margin mass market table games segment increased
15.5% over the sama period. The weak operating environment has continued
inte 2015, with gross gaming revenuas in Macau declining approximataly 35.1%
on a year-over-year basis in the first two months of 2015.

The mass market table games segment accounted for 35.4% of market-
wide gross gaming revenues in 2014, compared to 29.9% for 2013, Melco
Crown Entertainment, with its large exposure to the mass market table games
segment in the fast growing Cotai region, is well positioned to cater to this
increasingly important, and more profitable, segmaent of the market. Melco Grown
Entertainment's mass market exposure is set to increase over the foreseeable
future with the epening of Studie City in the third quarter of 2015,

Im 2014, visitation to Macau increased 7.5% ower 2013, primarily driven by
visitors from China which increased 14.1% over the same period. Visitors from
China accounted for 87.4% of all visitors to Macau in 2014 compared to 683.5%
in 2013, Visitors from Hong Kong and Taiwan accounted for 20.4% and 3.0% of
total visitation in 2014, respactivaly.

Macau is anticipated to benefit from the PRC central and Macau governments”
leng term development plans for the region, including improved infrastructure,
immigration policies and the development of Henggin Island. This wide-reaching
development plan is expected to strengthen the appeal of Macauw as a multi-
faceted lelsure and tourism destination, offering an increasingly expanded array
of entertainment attractions and amenities to drive long term growth and a more
diversified tourism experience,

KEY HIGHLIGHTS
Studio City

The development of Studio City remaing on track to meet its US$2.3 billion
design and construction budget and is due to open in the third guarter of
2015, Studio City, our Company's next integrated resort in Cotal, Macau, will
further expand cur Company's already substantial exposure to the mass market
segments with itz unigus, cinematically-themed design and numerous interactive
attractions which will further diversify Macau's leisure and tourism offerings.

City of Dreams

We are in an early stage of developing the fifth hotel tower at City of Dreams.
Collaborating on the design with the award winning, internationally rencwned
architect, Dame Zaha Hadid, our new hotel tawer will add a truly iconic landmark
to Macau, further extending City of Dreams’ leading position at the premium end
of the market.

Wt Cy o Ly tabrwasd Limiiosd Srvesal Hoper? #0014 E



Market Overview and Key Highlights

In August 2014, City of Dreams officially opaned S0OHO, a lifestyle food and
beverage and entertainment precimct located on the second floor, which is
designed to further broaden the appeal of the property to a wider range of
visitors to Macau.

City of Dreams is expanding its refail precinct which is anticipated to be
operational in the first half of 2016. The redevelopment is anticipated to
strengthen City of Dream's appeal with premium customers,

City of Dreams Manila

Melco Crown Entertainment marked the first expansion cutside of Macauw with
the opening of City of Dreams Manila on December 14, 2014, City of Dreams
Manila, an integrated resort located in Entertainment City, Manila, is expected to
be one of the Philippines’ leading integrated tourism resorts and will diversify the
Company’s exposurs to the rapidly developing Asian gaming and entertainmant
industry, enabling Malco Crawn Entertainment to further participate in the growth
in the Asian middle class and the increasing consumerism of this important
targat markat.
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Other Recent Developments

On January 2, 2015, we submitted an application to the Stock Exchange for the
voluntary withdrawal of the listing of cur ordinary shares on the Main Board of
Steck Exchange (the “Proposed De-Listing”), which has been approved by our
Sharehclders on March 25, 2015. The Proposed De-Listing is expected to take
effect at 4:00 p.m. on Friday, July 3, 2015, subject to fulfillment of all conditions
as disclosed in our circular dated March 4, 2015.



Co-Chairman & Chief Executive Officer’s Statement

Melco Crown Entertainment experienced an eventful and challenging
year in 2014 with significant advances towards realizing our exciting
growth pipeline in Macau and abroad, including the opening of our
newest integrated resort in Manila, while also competing strongly
in a relatively weaker operating environment in Macau, resulting in
improvements in gross gaming revenue market share in the second
half of 2014.

Despite facing tougher market conditions, we have continued to focus on
enhancing our umique world-class portfolio of operating assets and premium-
fecused, markat-leading amanities and services, which positions us to compata
strongly now, and in the future, ensuring we maintain our leadership position
at the premium end of the market in Macaw. Wa are also proud to once again
be included on the Forbes Asia's *Fabulous 507 list for the second consecutive
year, which is a continued recognition of the enterprise’s excellent cperating

performance and exceptional innovation in the regicon.

Our Company has continued to play a pioneering role in delivering world-
class leisura and entertainmeant attractions in Macau at our flagship propearty,
City of Dreams, with our one-of-a-Rind shows highlighted by the water-based
extravaganza The House of Dancing Waler and Asia's first cabaret experience
TABOO, During 2014, which marks the fifth anniversary of City of Dreams, we
introduced S0HO, the new social hub offering diverse dining, entertainment and
street cultural experience that bring visitors a unique dining and entertainment

axperienca. We also revamped Kids' City at City of Dreams, the largest family

entertainment playground in Macau.
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Co-Chairman & Chief Executive Officer’s Statement

In recognition of our exceptional hospitality and dining services, we garnered
aight Forbes 5-Star awards, the most awarded to a single company in Macau.
Altira Macau and Altira Spa were awarded Forbes S5-Star awards for the sixth
consecutive year and Aurora at Altira Macau was once again recognized as a
Forbas 5-Star restaurant, Crown Towers was awarded Forbes 5-Star awards for
its hoted, spa and all its restaurants, namely Jade Dragon and The Tasting Room,
for the second consecutive year, being the first hotel in Macau to achieve this
status. Racantly, wa have proudly added yet another restaurant to our fine-dining
selections by introducing the premium sushi specialist from Tokyo and the first
and only in Macau — Shinji by Kanesaka — at Crown Towers, bringing visitors
the most exquisite Japanese fine-dining experience in town,

City of Dreams in Macau continues to be meaningfully upgraded, with our
new retall area well underway and scheduled for completion in the first half
of 2016. We proudly announced our partnership with the award-winning and
internationally renowned “Queen of the Curve” in architecture, Dame Zaha
Hadid for the design of the fifth hotel tower at City of Dreams, which is undar
development,
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Demonstrating cur commitment to furthering Macau's appeal as a multi-faceted
leisure and tourism destination, significant progress was made on Studio City
which will offer the most diverse mix of mass-market focused entertainment
aver seen in Macau. Studic City, the next standalone integrated resort in the
city, is due to open in the third quarter of 2015 and remains on track to meet
its design and construction budget of US52.3 billion. The new property is
situated less than a minute's walk from the now 24-hour operating Lotus Bridge
border crossing, conveniently connecting it to visitors coming from Henggn
Island. This Heollywood-inspired gaming and entartainment complex is at the
forefront of Asla's next generation of immersive, world-leading, entertainment-
driven gaming and leisura destination experiences. It will offer a wide range
of stunning attractions, such as Asia's highest ferris wheel embedded In the
fagade of the hotel tower, the world's first Batman film franchise digital ride, a
large-scale family entertainmant center enlivened by DC Comics and Warner
Bros. characters. a 5000-seat live performance arana managed by Comcast-
Spectacor, the world-rencwned Pacha Mightclub and The House of Magic hosted
by acclaimed illusionist Franz Harary.



Co-Chairman & Chief Executive Officer’s Statement

Consistant with our ambition to embrace the icons of Hollywood's entertainment
industry through Studio City, we were ihrilled to have enticed one of the world's
most renowned directors — Martin Scorsese — to direct a short film which is set
to ba a historical ewent. This spacial short-movie, "The Audition™, set around a
Studie City storyling marks the first Hellyweod-production in Macau and the very
first tima Leonardo DiCaprio, Robert De Niro and Brad Pitt have starred togathar
under the direction of Mr. Scorsese, Delighted to serve as the executive producer
of tha film, | am also honored 1o be involved in this partnership betwean the
Acadamy Award-winning film director and the Malco Crown Entertainment brand
which |5 truly synergistic. “The Audition”® |s to premiere at the grand launch of the
new resort later this year

Melco Crown Entertainment has long been a leader in supporting the Macau
government's goal of diversifying the city's leisure and tourism offerings, through
our strategic approach to emphasize diversified and leading-edge entertainmant,
Az our current portfolie and upcoming additions fully demonstrate, we strive for a
good balance between gaming and non-gaming facilities, and set high standards
in innovative leisure and entertainmaent offerings as we create unique landmarks
in Macau that attract new and returning visitors alike and substantially support
lecal and international tourism growth. Part of our sirategy also involves bringing
many intarnationally-rencwned brands and attractions to Macau which further
contribute to developing Macau into a truly world-class leisure, entertainment
and gaming tourism hub in Asia. We continue to strive our utmost to enrich the
lecal tourism and entertainment scene and achieve economic diversity in Macau,

Besides enriching the mix and variety of entertainment offerings in Macau,
Melco Crown Entertainment also places pricrity on the development of our
employees, as it is key to ensuring a sustainable future for cur Company and
Macau as a whole. We baliave in life-long learning and perscnal development, as
demonsirated by our in-house Learning Academy, allowing employees greater
flexibility to achieve varicus qualifications for advancing their career Wa also
offer scholarships to our employees and their famillies to further their education.
Intarnal career development is also a policy and culture of cur Company. In
the past six years, through meticulous planning, over 16,860 internal transfers
and promotiens have been offered. With compelitive packages and career
development opportunities, the future of our employees is in good hands.

Beyond Macau, our evelution into a leading gaming and entertainmaent company
in Asia has taken a meaningful step forward with the successful opening of City
of Dreams Manila. The new property has continued our cutstanding tradition of
offering unigue and innovative leisure and entertainment experiences catering
to a diverse clientele. It has infroduced a collection of world-class brands and
altractions to Manila — the luxurious Crown Towers hotel, Asia's first celebrity-
inspired Mobu Hotel and the acclaimed Hyatt City of Dreams Manila; premium
nightclubs Pangaea and Chaos; specialty restaurants Nobu Restaurant, The
Tasting Room and The Crystal Dragon: a retail boulevard housing some of the
world's most scught-after brands, as well as market-leading gaming facilities.
The attractions of this integrated resort are designed to appeal to both local
and international visitors. City of Dreams Manila also houses the world's first
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Co-Chairman & Chief Executive Officer’s Statement

DreamWorks-inspired, education-based interactive playspace, "DreamPlay by
DreamWorks®. Within the short period since its opening, City of Dreams Manila
has already won the esteemed “Integrated Resort of the Year™ award at the
annual International Gaming Awards which recognizes the very best casino or
integrated resort, judging by its facilities offered, customer services including
quality and professionalism of stalt working at the venue, games offered,
atmosphere, style and design of building, which together make the resort an
outstanding choice for customers. With the opening of City of Dreams Manila,
wa have brought our highly successful flagship brand City of Dreams outsida of
Macau for the first tme, marking a key milestone as we endeavor to expand In
Asia and beyond.

With cur cutstanding portfolio of diversified assets and excellent stafl, we are
well-positioned to achieve sustainable development within the ewver-evolving
industry landscape and regional clientele, be it in Macau, Manila or any other
potential future gaming markets such as Japan. We remain steadfast in our
resolute bellef that Asia, supported by a rapidly expanding middle-class and
strong economic growth, continues to ba the most important and exciting leisure
and tourism market in the world,
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Lastly, we would like to thank our Board of Directors, shareholders, employees
and business asscciates for their dedication and support which have helped
us accomplish significant progress in the past year. We look forward to scaling
naw heights and achieving new milestonas through our engoing and future
development prajects to ultimately create greater value for our sharehelders and
the commurnity.

Lawrence Yau Lung Ho
Co-Chairman and Chiel Executive Officer



Business Overview

Wa are a dewveloper, owner and operator of casino gaming and entertainment
rasort facilities in Asia.

We currently have two major casino based operations in Macau, namely, City
of Dreams and Altira Macau, and non-casino based operations in Macau at our
Mocha Clubs. We also have a casing based operation in the Philippines, City of
DCreams Manila.

Wa are also developing the planned Studio City project, a cinematically-themed
integrated entertainment, retail and gaming resort, which is expected to open
in the third quarter of 2015, We are in an early stage of developing the fifth
hotel tower at City of Dreams in Cotal. Macau and are currently reviewing the
development plan and schedule of this hotel tower.

Our current and future operations are designed to cater to a broad spectrum of
gaming patrens, from high-stakes rolling chip gaming patrons te gaming patrons
seaking a broader entertainment axperience. We currently own and operate two
Forbes 5-Star hotels in Macau: Altira Macau and The Crown Towers hotel. We
seek to attract patrons throughout Asia and, in particular, from Greater Chima.

In the Philippines, MCE Leisure Philippines, a subsidiary of MCP currently
operates and manages City of Dreams Manila, a casino, hotel, retail and
aentertainment integrated resort in the Entertainment City complex in Manila,
which opened in December 2014,

Wa generated a significant majority of the total revenues for the year ended
December 31, 2014 from our operations in Macau, the principal market in which
we compete.

City of Dreams

City of Dreams Is an integrated casino resort in Cotal. Macau which opened In
June 2009, City of Dreams s a premium-focused property, targeting high end
customers and rolling chip players from regicnal markets across Asia. As of
December 31, 2014, City of Dreams featured a casino area of approximately
448,000 square feet with approximately $00 gaming tables and approximatety
1.400 gaming machines.

The Crown Towers hotel, a Forbes 5-Star hotel, and the Hard Rock Hotel each
offers approximately 300 guest rooms, and the Grand Hyatt Macau hotel offers
approgimately 800 guest rooms. City of Dreams, together with SOHO, includes
around 30 restaurants and bars, approximately 70 retail outlets, recreation and
leisure facilities, including health and fitness clubs, three swimming pools, spas
and salons, and banquet and meeting facilities. The Club Cubic nightclub offers
approximately 26,200 square feet of live entertainment space. SOHO, a lifestyle
entertainmant and dining precinct located on the second floor of City of Dreams
which had its grand cpening in August 2014, offers customers a wide selection
of food and beverage and ather non-gaming offerings,

The Dancing Water Theater, a wet stage performance theater with approximately
2,000 seats features the internationally acclaimed and award winning “The
Heouse of Dancing Water™ show,

We are expanding our retail precinct at City of Dreams, which is anticipated to
open in the first half of 2016. We are alsc in an early stage of daveloping the
fitth hote! tower at City of Dreams. We are currently reviewing the development
plan and schedule of this hotel tower by taking into account a range of factors,
including the current and axpected future operating environment in Macau and
other potential uses of cash and future cash flow.
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Business Overview

Altira Macau
Altira Macau Is designed to provide a casino and hotel experlence that caters

to Asian rolling chip customers and players sourced primarily through gaming
promaoters.

Az of December 31, 2014, Altira Macau featured a casino area of approximately
173,000 square feet with a total of approximately 120 gaming tables. Altira
Macau’s multi-floer layout comprises primarily designated gaming areas and
private gaming rooms for rolling chip players, together with a general gaming
area for the mass market that offers various table limits to cater to a wide
range of mass market patrans, Our multi-floor layeut allows us the flexisility to
reconfigura Altira Macau's gaming areas to meet the changing demands of our
patrons and target specific customer segments,

We consider Altira Hotel, located within the 38-gtorey Allira Macau, 10 be oné
of the leading hotals in Macau as evidenced by its long-standing Forbes S-star
recogniticn. The top floor of the hotel serves as the hatel lobby and reception
area, providing guests with views of the surrounding area. The hotel comprises
approximately 230 guest rooms, including suites and villas. A number of
restaurants and dining facilities are available at Altira Macaw, including a leading
Italian restaurant Aurora, several Chinese and international restaurants and
several bars. Altira Hotel also offers several non-gaming amenities, including a
spa, gymnasium, cutdoor garden podium and sky terrace lounge.

Altira Macau offers a luxurious hotal experience with its internationally acclaimed
accommodation and guest services, It has been awarded the “Forbes 5-Star”
rating in both Lodging and Spa categories by the Forbes Travel Guide for the
sixth year in February 2015,
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Mocha Clubs

Mocha Clubs comprise the largest non-casino based operations of gaming
machines in Macau. As of Decemnber 31, 2014, Mocha Clubs had eight clubs
with a total of 1,321 gaming machines in operation, which represented 10.1% of
the total machine installation in the market, according to the DICJ, Mocha Clubs
focus on general mass market players, including day-trip customers, outside the
conventional casing satting. Excapt for Moacha Altira located at Altira Macau, we
operate Mocha Clubs at lsased or sub-leased premises or under right-to-use
agresments.

In addition to siet machines, each Mocha Club site offers electronic table
games without dealars. The gaming facilities at our Mocha Clubs includa what
wa believe is the latest technology for gaming machines and offer both single-
player machines with a variety of games, including progressive jackpots, and
multi-player games where players on linked machines play against the house in
elactronic roulette, baccarat and sicbo, a traditional Chinese dice game.

Studio Gity

Studie City is a large-scale cinematically-themed integrated entertainment, retail
and gaming resart which is expected 1o open in the third quarter of 2015, Studio
City, upan completion, will include gaming facilities, five-star hotel offerings and
various antertainment, retail and food and baverage outlets to attract a diversa
range of customers, Studic City is designed to capture the increasingly important
mass market segment, with its destination theming, unique and innovative
interactive attractions, including Asia's highest feris wheel, a Wamner Bros.-
themed family entertainment center, a fully-operational TV breadcast studio, the
world's first Batman film franchize digital ride, a 5,000-seat multi-purpose live



Business Overview

perfarmance arena and a live magic venue, as wall as approximately 1,600 hotel
rooms, a vast array of food and beverage outlets and approximataly 350,000
square feet of themed and innovative retail space.

The Studio City's site is on a plot of land of 130,789 square meters (equivalent
to approximataly 1.4 million sguare feet) in Cotai, Macau and is located directly
adjacent to the Lotus Bridge immigration checkpoint and one of the proposed
light rail stations. We belisve that the location of Studio City, in addition te its
vast array of entertainment and leisure offerings. is a key competitive advantage.

Studio City has an approved gross construction area of 707,078 square meaters
{equivalent to approximately 7.6 million square feet). We currently estimate
that the design and construction cost for the first phase of Studio City will be
approximately US$2.3 billion. Cur plans for the expansionary phase at Studic
City are under review.

City of Dreams Manila

Clty of Dreams Manlla Is one of the leading integrated tourlsm resorts In the
Philippines. The property is located on an approximately 8.2-hectare site at the
gateway of Entertainment City, Manila, close to Metro Manila's international
airport and central buginess district, City of Dreams Manila opened in December
2014 and représents cur first entry into an entertainment and gaming market
autside of Macau and an incremental source of sarmings and cash flow outside
of Macau.

The property has approximately 14,026 square meters  (approximately
150,727 square feet) of aggregate gaming space and total gross floor area of
approximataly 300,100 square meters (approximately 3.2 million square feet). We

are authorized by PAGCOR to operate up to approximately 1,700 slot machines,
1,700 alectronic table games and 380 gaming tables. As of December 31, 2014,
we have approximately 1,508 slot machines, 158 electronic table games and 188
gaming tables in operation.

City of Dreams Manila has three hotels comprising Crown Towers hotal, Nobu
Hotel and Hyatt City of Dreams Manila, with approximately 950 rooms in
aggregate. City of Dreams Manila also features three separate entertaimmant
venues: DreamPlay, a family entertainment center (which is expected to open in
the first half of 2015); Centerplay, a five perfarmance central lounge within the
casing; and Chaos and Pangaea Ulira-Lounge, two night clubs encapsulated
within the Fortune Egg. City of Dreams Manila also features a retail boulevard,
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Corporate Environmental, Social and Governance Report

With deep roots in Macau, Malco Crown Entertainment's foundation philosophy
on corporate social responsibility (CSR) is about giving back to the community
It serves. The Company has devoted its greatest efforts in contributing to the
sociaty through a proactive and innavative approach, yet at the same time taking
care the welfare of our employees in different aspects and understanding the
views of our various stakeholders.,

Last year, we reported about the development of an unigue and one-of-its-
kind corporate social responsibility program across six major plllars — youth,
aducation, womaen, cultura/heritage, enviranment and responsible gaming, all of
thesa aim to address and facilitate solufions on sacial issuaes in Macau, and to
suppert lecal charitable organizations guided by the vision of making a difference
in people’s lives, This year, apart from disclosing our continual achievements on
these social fronts in 2014, we also enhanced cur level of disclosure to a more
comprehensive coverage on our corporate environmental, social and governance
["ESG™) efforts to include measures that we have taken to look after wellare of
our amployeas as wall as the anti-corruption policy that we have implemented to
secure and maintain a level-playing field for all our stakeholders.

Social Responsibility
We believe that avaryona in the sooiaty dasarvas the rlght te reach their tull
potential. With our focus on youth development, we support the aspirations of

all young people who may not have the opportunity to pursue a higher education
with scholarships and other forms of assistance.

“Darg to Dream” iz the Company’s signature series to encourage innovation
and inculcate an appreciation for the arts, by providing the youths of Macau
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with an exposure to world-renowned and prestigious artists and maestros.
The purpose is to inspire to aspire, and to reach for their maximum potential.
This year, in partnership with the Macau government, the Company crganized
architecture dasign compaetition for Macau students studying Architecture locally
and overseas, giving sponsorship and internship abroad opportunities with
Dame Zaha Hadid, the imernationally rencwned architéct and the architect and
designer of City of Dreams’ new hotel tower.

We believe that encouraging leaming and higher education is a must, To enable
our collsagues to pursue their high school education whila still working, we have
launchad the gensaral education program “Back to School® in partnership with
the Education and Youth Affairs Bureau of Macaw. This unigque program brings
the high school diploma in-house through our Leamning Academy, which sases
transportation and time issues for our colleagues.

We also provide various scholarships fo complete a full 4-year degree program
in any universities in Macau, n order to encourage the concept of life-lang
learning. These scholarships are provided for cur employees, and their families,
wa believe the importance of family. One category of the scholarship is the
“"Hope Scholarship®, which is offered for those who are facing extraordinary
circumstances which would otherwise prevent them from meeting the ralevant
academic criteria,

Qutside Macau and at City of Dreams Manila, cur first ever CSR activity “Fulfill
A Dream™ was held at the City of Parafaque (our host city) in November 2014,
Arcund 30 children frem Bahay Aruga, a home for transient and abandoned
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children, were invited to jein in this gift-giving, gameas and entertainment project.
Some 50 employees from City of Dreams Manila participatad in the avent.

Subsequently, 20 children from Bahay Aruga were also invited to watch
Dreamworks movies together with 120 amployees from City of Dreams Manila.

City of Dreams Manila also launched a 2-day fun-filled event, “Colourful
Draams”, that brought smiles 1o 610 students of Parafaque Elementary School
Central and San Dionisio Elementary School. More than just storytelling,
“Colorful Dreams” algo immersed the children in art activities, gift-giving and
bonding expariances and aimed to encourage childran to devealop their interast in
books, Around 70 employees of City of Dreams Manila participated in the event
and showed their generasity in time and affort.

In Japan, we have also been active in wvarious cultural, educational and
community events in recent years. A project called “AURA" (Alternative Urbanism
Realized by the Arts) has been inaugurated in April 2014, "AURA" is the
collaboration project between Tokyo University of the Arts and the Company
for the perpetuation and evolution of Japanese traditional cultures. The project
consists of research on a new urban development model, as well as a series of
activities to perpatuate Japanese traditional culture, aiming at creating new arts
and cultures for the future generations.

The “Dare to Dream”™ Design Awards has been specifically launched by Melco
Crown Entertainment to perpetuate Japanese culture, Launched during Tokye
Designers Week 2014, tha Kimono themed awards received an overwhelming
rasponse of over one thousand entries. Subsequently, an exhibit featuring 100
Kimena-inspired artworks selected from award entries was displaved together

with creations by rencwned designers and artists, as part of Melco Grown
Entertainment's overall cultural campaign in Japan - 3% = & & O =<KIMOND —
preserve the legacy, create the future”. The finalist for *Dare to Dream™ Design
Awards received an imternship with JUNKO KOSHING Inc. and was provided
with a special exhibition opportunity, which is truly a dream come ftrue for
aspiring designers.

On the environmental front, cperating resort hotels inevitably involves the
consumption of energy, water and other rescurces as well as waste generation,
To mitigate our impacts, we moniter our use of resources, waste and paper
consumption, and take appropriate remedial action. We also examina the
greenhouse gas (GHGE) emissions generated from our properties in Macau,
including Adtira Macau and City of Oreams, which covers the alectricity and
frash water consumption from energy center. The total GHG emissions ware
approximately 207,000 tonnes in 2013, and reduced to approximately 202,000
tonnes in 2014,

Among all the general office management aclivities underfaken by Melco
Crown  Entertainment, management established environmental pelicy and
communicated measurable environmental objectives and targets on racycla
waste, energy and paper consumption, for example, reducing 1.5% of electricity
consumption and increasing 4% of recycle waste. We also ensured that all
corporate stationery and publications, such as brochures, results reports,
circulars and newsletters, are printed on recyclable materials. This recyclable
printing practice does not only support the Company’s vision of contributing to
the growth and future of the communities we sarve, but also helps building a
sustainable environmant for us and the generations to comea,
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City of Dreams Manila's environmental CSR initiatives aim to help protect our
planat and to incorporate environmental sustainability into the Group’s business
function and processes. City of Dreams Manila uses an energy efficient air
cocling system, which 5 13.5% more efficient than traditional centralized
chillers. We also use a system that conserves energy by controlling fresh air
dampers. Heal pumps are also being used to heat tap and shower water, which
has 70% energy efficiency versus fraditional electric heaters. LED lights are
installed in most parts of the property, which is 80% more energy efficient than
fluorescent lights. To conserve water, we also use automatic sensors in faucets.

As an envircnmentally responsible company, during the period betwean 2007
and 2014, we have Invested over MOPI00 million In “green® technology in
Macau to ensuré better energy management and address environmental
concerns. Below are some of the examples and achievemnants.

i  Energy Efficient Systems

Given the size of gur operations, it is vital that we manage our use of
energy resources efficiently and wisely. City of Dreams, with one of the
largest Centralized Cooling Systems in the South China hospitality industry,
i at least 20-35% more energy-efficient than traditional air-conditioning.

City of Dreams also has a state-of-the-art indoor air purification system
that conserves energy by reducing the need for outdoor fresh air. The
Building Management System is also highly advanced, Menitering indoor
temperaturas throughout the day, it converts the heat generated from the

air-conditioning system to heat tap and shower water.
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(i)

(iiih

Energy-efficiant LED lights are used extensively, both on the fagade and
for interior illumination. TS tubes, the most emergy efficient option in the
market, are used in the Heart of the House, while cutdoor light fixiures are
controlled by photo sensors.

Conserving Water

*The House of Dancing Water™ show at City of Dreams makes use of a
sophisticated filtration system that allows us to use and reuse pool water
irvchatiritely.

Similarly, the grey water system at Altira Macau recycles treated guestroom
sink, shower and bath water as flush water, which saves maore than half of
the freshwater normally reguired for flushing.

At all of our properties, we have installed many other state-of-the-art
facilities for conserving water, including automatic sensors in all faucets
and a rainwater recovery system to store rainwater for irrigation.

Employees are also educated in reducing water use when cleaning
guestrooms and public areas.

Recognitions and Achisvemaents

To recognize the Company’s continuous efforts to fulfill its corporate sccial
responsibilities, Melco Crown Entertainment has garnered the “Best CSR
Award” in Asiamoney magazine's Corporate Governance Poll 2014 and
the “Caridade Social Award 2014 from the Macau Association of Chiness
Young Entrepreneurs and the Youth Committee of the Macao Chamber of
Commarce.
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In its relentless affort to conduct business in an environmentally responsible
manner, Malce Crown Entertainment's flagship property, City of Dreams,
alse attained the IS0 14064 Greenhouse Gas (GHG) Emissions Inventories
and Verification™ certification from 5G5S Hong Kong Limited. This is
another pioneering achievement based on the Company's adoption of
the international management standards for continucus environmental
performance after being the first resort-hotel company in Macau to receive
the IS0 14001;2004 Environmental Management Certification and Indoor
Environmental CQuality Cerfificate also accredited by 5G5S Hong Kong
Limited.

In additien, Melco Crown Entertainment was alse granted the “Best
Environmental Responsibility” award from Corporate Governance Asia
magazine and the “Cutstanding Award — Environmental Performance” in
Macau Business Award 2014,

As the global leisure and entertainmant industry is increasingly recognizing that
it has a responsibility towards its stakeholders who may be at risk for gambling
addiction, we continued our responsible gaming ("RGT) initiatives during the
year under the lsadership of our Co-Chairman and Chief Exacutive Officer, Mr.
Lawrence Ho, who serves as the executive sponsor of the MCE RG Steering
Committes.

These include full RG ftraining as part of the orientation process for new
staff members, a video promoting RG through our internal GTV chanmel, and
employes nfranet and support of RG Awarenass Week organized by the
government of Macau, We also distribute posters and brochures on RG at all of
our properties and provide support to customers who have a gambling problam,

The other aspects of cur sccial respensibility encompass both velunteerism and
philanthropy throughout the entire crganization. We are proud of volunteers who
devole their personal time to the causes benefitting youth, education, women,
anvironment responsible gaming, culture/heritage, resulting in over 40 valuntear
activities or community events during 2014 involving hundreds of employees.
Such events include donation of food-bags (Le. rice, cooking oll, dried and
canned feod as wall as other daily commaodity) 1o hundreds of Macau local neady
households in which there are handicapped, ailing and elderly members without
adequate care and subsidy, together with a warm touch by our volunteer team in
dalivaring them individually.

We will continue our endeavors to contribute o a better society, and persevera in
@ unique approach to corporate social responsibility in integrating the business

and community issues as a winfwin approach.

Employees Welfare
Total Workforce

We promote the diversity of our workforce. Currently wa have employees of maora
than 20 different naticnalities promaoting cur international family who, regardless
of age, naticnality and gender, have been provided with exciting opportunities to
work with us.

We work with clearly astablished work processes, with careful review and inbuilt
approval mechanisms which are formalised in appropriate policies and processes.
These are clearly communicated to relevant employees 1o ensure we consistently
comply with all regulations, ordinances and employment laws, thereby ensuring
that we are able to operate within professional and athical labour practices.
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We insist on high standards of ethical practices and governance and our
Company is committed to complying with all government labour standards. Wa
believe in the fair reatment of all employees and we are committed io being an
amployer that strives to provide equal opportunities for employees. We are proud
of our diverse workforce and work hard to ensure that discriminatory practices
and behavior at the workplace are eradicated. We believe that ocur employees
bring their own life experiences, culture, talents and perspective to the Company
so that together, we generate new ideas, promote improved decision making and
a shared commitment to our customers and our community.

Wea strongly oppose the use of forced and child labour and remain committed
towards ereating a werk environment which respects all human rights,

Promotion and Retention Programs

As part of cur regular communications with employees, all stafl will receive
annual performance appraisals to review their work performance and career
development. We also have a remuneration policy in place, which includes the
Company's performance as one of the factors contributing to salary reviews,
bonuses and promotion.

As at December 31, 2014, we employed a total of 18367 employees In all of our
properties, including City of Dreams Manila and the Grand Hyatt properties. We
believe that our employees are valuable assets to our Company to be groomed,
developed and retained,

With all the above measuras in place, our employes avarage annual turnover rate
for the Group was 13.6%.
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Staff Training and Development

At Melco Crown Entertainment, we promote the long-term developmant of our
staff by providing them with learning opportunities that broaden their skills and
make them valuable assets to our Company.

In addition to the education programs and scholarships as discussed abova to
support employees enrolling in degree-bearing programs coffered by educational
institutions and training and development courses offered by external training
companies, every year we provide in-house fraining courses that range from
executive management to technical skills, based on individual and corporate
needs, to our employees. Programs are offered in various tracks inclueding not
only the orientation proegrams for new employees, but also human rescurces,
markefing, finance, governance, lfestyle and life skills, supervisory/managerial
skills, as well as various technical training programs related to their jobs

As part of the “Wholesome® development philosophy in Macau, employeas
are welcome to participate in any training courses of interest to them. In 2014,
40% of general employees, 47% of supervisory staff and 41% of managerial
calleagues had received training. The average training hour pear employes was 36
hours per annum,

City of Dreams Manila successfully opened on February 2, 2015 With the
Group's hiring philosophy of “Hire for Image, Attitude and Potential, Train for
Skills,” City of Dreams Manila set about hiring for service-oriented individuals,
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In 2014, we endeavored to build on and enhance our existing culture of excellence
in our operation of City of Dreams Manila. In addition to skill enhancement, we
emphasized en-boarding fraining for each employvee, such as general introductory
orientation, occupational safaty knowledge and procedures, industry knowledge
for those without gaming or hotel background, know-how required to build a world
class integrated resort, as well as corporate govemance and respensible gaming
arientation.

Staff Health and Safety

We have implemented major changes to the air conditioning and wentilation
systems in designated smoking areas in light of the smoking ban regulations
related to casinas implementad in Macau since January 2013, These aréas now
achieve a very high rate of fresh air intake and utilize additional independant
supply air and exhaust systems with some built-in purifier installed into the air
curtain gaming tables to significantly improve the indoce air quality to meet
and excead the requirements set out by code and best angineering practice.
Indoor air pellutants, which include more than those from cigarette smoke, are
measured on a menthly basis and have been significantly reduced. We invested
aver MOP 100 million on design and works in ralation to the above mentioned
changes in all of our properties in Macau.

Governance
Business Ethics and Corporate Governance

The Company has in place a number of policies addressing corporate
governance and anti-cormuption which are either issued by the Board of Directors
ar management.

Two corporate governance guidelines have been adopted to facilitate effective
management of the business and affairs of the Company under the Board's
direction with a high standard of corporate govemnance, and to salisfy the
relevant corporate governance requirements as prescribed by NASDAG rules
and the Listing Rules. Please refer to the Corporate Government Report of this
annual report for more details on our corporate governance practices.

Our Code of Business Conduct and Ethics (the *Code of Conduct™) and Ethical
Business Practices Program (*EBPP®) are the key policies made use by the
Company for cultivating a culture of clean and ethical business practices. Thase
policies cover the compliance of the relevant anti-cormuption laws that tha
Company and its employeas are subject to and are advised to comply with at all
tirmias.

The Company is bound by the laws of the places where it or its business
operates. Through the Company's policies on anti-bribery and prevention of
fraud and money laundering (such as the Code of Conduct, the EBPP and our
Corporate Anti-Money Laundering Policy), the Company aims to maintain a
reputable record of high compliance of the relevant laws and regulations.

There has been no case brought against the Company for any alleged corupt
practices since our incorporation.

The Board also issued procedures for handling complaints and whistleblowing,
and further guidelines are given by owr Human Rescurces Depariment on
the report of suspected breach of any policy on corporate governance, and
the means such report may be submitted to the Company. Through regular
disseminaticn of the Code of Conduct to the employees and the publicity at
workplaces on how to make use of the whistleblowing channals, our employess
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are kept informed of the assistance that the Company is offering to any
infarmant. Strict confidentiality is given to the informant and the reports, and
there is a stromg commitment by the Company that there will be ne retaliation
against any Informant. The reports are investigated by owr Internal Audit
Department with assistance from the Human Rescources Department and whera
appropriate, participation by the Legal Department.

Stakeholder Engagement

Undearstanding the views of stakeholders is critical to aligning our ESG and
sustainability agenda with the issues they have identified as being of material
interest. For our Company, the key stakeholders and communication channels
include:

Stakehciders Communication Channels
Customers «  Propenty front office
- Customer sarvice hatling and email
- Otficial social media platforms
Stafl . *Hearl of House® fback of house area) Employee concherge desk
. Mesw hire orientation
. Intranet
- Regular intemal communications emal
Shareholders *  Annual General Mestings
- Earmings relaase calls
IFrvestons = Fveshar mestings
NGOz - Fiegular meetings with green and charitabls organizations
Parinars (the gowernment, = Meatings
SEIViCE Companies, - Tendering process
academia)
Suppliers and contraclors e Project managar mastings
Mass Media . Press conferances

e Media gala dinner
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On an on-going basis, dedicated stalt members and communication channels
allew stakehaolders, including employeas, to provide recommendations and
comments te the highest governing body of cur Company, the aim of this is to:

(il collect views and assess the expectations of stakeholders with regards to
our ESG performance;

(i) identify and prioritise key sustainability issues: and

(i) summarise stakeholders' views and provide recommendatiens to further
anhance our ESG performance and reparting status.
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Summary of Financial Results

For the year ended December 31, 2014, our total net revenues were US$4.50
billion, a decrease of S.6% from USS5.09 billion of net revenuas for the
year ended December 31, 2013. Met income attributable to Melco Crown
Entertainment for the year ended December 31, 2014 was US$608.3 million,
as compared to net income of LUSS637.5 milion for the year ended Decembar
31, 2013, The decling in profitability was primarily attributable to a decreass in
group-wide rolling chip revenues, partially offset by improved group-wide mass
miarket tabla games revenues.

Year Ended Dacembar 31

A4 2013 2012
Tin Thousands of T5%)
Net revenues $ 4802300 § 5087178 § 407B0N3
Tatal operating costs and expansas 14,116,945 (4,247 354) (3,570 921}
Operafing income 685,360 B39.624 507,092
et income attridable 1o Melca Crawn
Entertainment § E08280 5 GiT4E 5 417203

Our results of operations and financial pesition for the years presented are not
fully comparable for the following reasens:

» On Movermnber 28, 2012, Studio City Finance issued the Studic City Naotes

* On December 19, 2012, we completed the acquisition of a majority interest
In the issued share capital of MCP

- On February 7, 2013, MCE Finance issued the 2013 Senior Notes

* On March 11, 2013, we complated the early redemption of the AMB Bonds
in full

*  On March 13, 2013, the cooperation agreement and the lease agresmant
betwean us and the Philippine Parties became effective

* On March 28, 2013, we completed the early redemption of our 2010 Senior
Motas

* In April 2013, MCP completed the 2013 Top-up Placement, including the
aver-allolment option

* On January 24, 2014, MCE Leisure Philippines issued the Philippine Notes
- On June 24, 2014, MCP completed the 2014 Top-up Placement

s On July 28, 2014, we drew down the entire delayed draw term loan facility
under the Studio City Project Facility

* On December 14, 2014, City of Dreams Manila started operations with its
grand opening on February 2, 2015

Factors Affecting Our Current and Future Results
Our results of operations are and will be affected most significantly by:

. The current economic and operating environment that affacts the gaming
markets in Macau and the Philippines, including the impact of global and
local economic conditions, changes in capital market conditions, the
impact of the political, economic and regulatory environment, including
changes to travel and visa policies, anti-smoking legisiation as well as
gaming table allocation policies in Macau, or any policies implemented
by the PRC central and Macau governments and the general economic
conditions in China and the Philippines;
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The development of the gaming and leisure market in Macau and the
Philippines, which is facilitated by a number of key drivers and initiatives
including, amcng cthers, favorable population demographics and
aconomic growth in major Asian tourism markets, substantial private
capital investment in Macau and the Philippines, particularly in developing
diversified destination reson properties, and the commitment and support
of the PRC central and Macau governments to improve and develop
infrastructure both within, and connecting to, Macau and the commitmeant
and support of the Philippines government to develop infrastructure and
promote the Philippines as an attractive towrist destination;

The competitive landscape in Macau, which is expected to evolve as more
gaming and non-gaming facilities are developed in Macau, including the
axpacted new supply of integrated resorts in the Cotai region of Macau,
as well as the impact of recent or future expansion of gaming markets
throughout Asia;

The different mix of table and machine games at our casinos, such as
the mix between rolling chip and mass market table game segments,
and customer playing habits; as well as changes in the mix of relling
chip business sourced through gaming promoters or via our direct VIP
ralationships:

Cur relationships with gaming promoters, which contribute a significant
portion of our casino revenues, expose us to credit risk (ghven the majority
of these gaming promoters are provided with credit as part of the ordinary
course of business) and to any change in the gaming promaoter commission

environment in Macau. For the vears ended December 31, 2014, 2013 and
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2012, approximately 40.1%, 49.8% and 53.4% of our casino revenues
were derived from customers sourced through our rolling chip gaming
promeoters, respectively. For the year ended December 31, 2014, our top
five customers and the largest customer were gaming promoters and
accounted for approximataly 20.4% and 7.0% of our casino revenues,
respectively. We believe we have good relatienships with our gaming
promoters. Commissions paid to our rolling chip gaming promoters (net of
amounts indirectly rebated to customers) amounted to USS284.8 million,
US%391.9 million and W35308.6 millien for the years ended December 31,
2014, 2013 and 2012, respactivaly,

Qur exposure to interest rate risk Is assoclated with our substantial
indebledness bearing interest based on floating rates. We attempt to
manage interest rate risk by managing the mix of long-term ficed rate
borrowings and variable rate borrowings and we may supplement by
hedging activities in a manner we deem prudent. As of December 31,
2014 and 2013, approximately 55% and 72%, respactively, of our tatal
indebtedness was based on ficed rates. The decrease was primarily due
to the drawdown of the term loan under the Studic City Project Facility in
July 2014, partially offset by the issuance of the Philippine Notes in January
2014 and the scheduled repayment of the term lean under the 2011 Credit
Facilities. Based on December 31, 2014 and 2013 indebltedness and
interest rate swap levels, an assumed 100 basis point change in the Hong
Kong Interbank Offered Rate and London Interbank Offered Rate would
cause our annual interest cost to change by approximately U3515.0 million
and US$7.1 million, respectively; and
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Our exposurs to foreign exchange rate risk is associated with the
currancy of our operations and our indebtedness and as a result of the
presentation of our financial statements in U.5. dollars. The majority of
our revenuas are denominated in H K. dollars, given the H.K. dollar is the
pradominant currency wsed in gaming transactions in Macau and is often
used interchangeably with the Pataca in Macau, while our expenses are
denominated predominantly in Patacas, H.K. dellars and Philippine pesos.
In addition, a significant portion of our indebtedness, as a result of the 2013
Senior Notes and Studio City Notes, and certain expenses, have been and
are denominated in LS. dollars, and the costs associated with servicing
and repaying such debt will be denominated in U.S. dollars. We also have
a certaim portion of our assets and liabilities, including the issuance of the
Philippine Notes in January 2014, denominated in Philipping pesos.

Any significant fluctuations in the exchange rates between H.K. daollars,
Patacas or Philippine pesos to U.S. dollars may have a material adverse
effect on our revenues and financial conditien.

We accept foreign currencies from our customers and as of December 31,
2014, in addition to H.K. dollars, Patacas and Philippine pesos, we also
hold other foreign currencies. However, any forgign exchange risk exposure
associated with these currancies is minimal.

We have not engaged in hedging transactions with respect to foreign
exchange exposure of our revenues and expenses in our day-to-cay
aparations during the years endad December 31, 2014 and 2013. Instead,
wa maintain a certain amount of our operating funds in tha same currencies

in which we have obligations, thereby reducing our exposure to currency

fluctuations. However, we occasicnally enter into foreign exchange
transactions as part of financing transactions and capital expenditure
programs,

Sea note 12 to the consolidated financial statements included elsewhera
in this annual report for further details related to our indebtedness as of
December 31, 2014,

Major currencies in which our cash and bank balances (including bank
deposits with original maturity over three months and restricted cash)
held as of December 31, 2014 wera U.S. dollars, H.K. dollars, New Taiwan
daollars, Philippine pesos and Patacas. Based on the cash and bank
balances as of December 31, 2014 and 2013, an assumed 1% change
in the axchange rates between currencies other than U.S. dollars against
the U.S. dollar would cause a maximum foreign transaction gaim or loss
of approximately US£31.1 million and US$21.6 million for the years ended
Dacamber 31, 2014 and 2013, respactively.

Based on the balances of indebtedness denominated in currencies other
than U.5. dollars as of December 31, 2014 and 2013, an assumead 1%
change in the exchange rates between currencies other than U.S. dollars
against the U.S. dollar would cause a forelgn transaction gain or loss of
approximately US$20.5 million and US$6.T million for the years ended
December 31, 2014 and 2013, respectively.

Our historical financial results may not be characteristic of our potential
future results as we continue to expand and refine cur service offerings at our
properties and develop and open new properties.,
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Key Performance Indicators (KPis)

We use the following KPis to evaluate our casino operations, including table
games and gaming machines:

+  FRolling chip volume; the amount of non-negotiable chips wagered and lost
by the rolling chip market segment.

. Rolling chip win rate: rolling chip table games win (cakulated before
digcounts and commissions) as a percentage of relling chip volume.

*  Masz market fable games drop: the amount of table games drop in the
mass market table gamas stgmant.

L Maszs markat table games hold percentage; mass market table games win
as a percentage of mass market table games drop,

- Talde games win: the amount of wagers won net of wagers lost on gaming
tables that is retained and recorded as casing revenues,

- Gaming machine handle: the total amount wagered in gaming machines.

*  Gaming machine win rate: gaming maching win expressed as a percentage
of gaming machine handle.

In the rolling chip market segment. customers purchase identifiable chips
known as non-negotiabde chips, or rolling chips, from the casino cage, and
there is no deposit into a gaming table’s drop box of relling chips purchased
from the cage. Aoling chip volume and mass market table games drop are not
aquivalant. Relling chip velums is a measure of amounts wagared and lost. Mass
market table games drop measures buy in. Rolling chip volume is generally
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substantially higher than mass market table games drop. As these volumes are
the dencminator used in calculating win rate or hold percentage, with the same
use of gaming win as the numerator, the win rate is generally lower in the rolling
chip market sagment than the hold percentages in the mass market table games
segmaeant.

Gur combined expected rolling chip win rate [calculated before discounts and
commissions) across our properties is in the range of 2.7% to 3.0%.

Wa use the fellowing KPIs to evaluate our hotel operations:

- Average daily rate: calculated by dividing total room revenues including
the retall value of promotional allowances (less service charges, if any) by
taotal rooms accupied including complimentary rooms, i.e., average price of
occupled reoms per day,

+  Deccupancy rate: the average percentage of availabla hotel reoms occupied,
including complimentary reoms, during a period,

+  Revenue per avallable room. or REVPAR: calculated by dividing total
roocm revenuas including the retail value of promaticnal allowances (less
service charges, if any) by total rooms avallable, thereby representing a
combination of hotel average daily room rates and océupancy.

Complimentary rooms are included in the calculation of the above room-related
KPls. The average daily rate of complimentary rooms is typically lower than the
average daily rate for cash rooms. The occcupancy rate and REVPAR would ba
lower if complimentary rooms were excluded from the calculation. As not all
available rooms are cccupled, average daily room rates are normally higher than
revanue per available raom.
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Year Ended December 31, 2014 Compared to Year Ended December 31,
2013

Revenues

Our total net revenues for the year ended December 31, 2014 were US$4.50
billion, a decrease of USH284.9 millien, or 56%, from USES.09 billion for
the year ended December 31, 2013, The decline in total net revenues was
primarily attributable to lower group-wide rolling chip revenues primarily driven
by deteriorating demand from Chinese players as well as restrictive policies
including changes to travel and visa policles, partially offset by Improved group-
wide mass market table games revenues.

Qur total net revenues for the year ended December 31, 2014 consisted of
USS4.65 billion of casino revenues, representing 96.9% of our 1atal nel revenues,
and US$148.1 million of net non-casino revenues (total non-casino ravenues
after deduction of promotional allowances). Our total net revenues for the year
ended December 31, 2013 comprised US354.94 billion of casine revenues,
raprasanting 97.1% of our total net revenuas, and USS145.7 million of nat non-
casino revenues.

Casino.  Casine revenues for the year ended December 31, 2014 were US%4.65
billion, representing a US$287.3 millien, or 5.8%, decrease from casing revenues
of USE4.94 billion for the year ended December 31, 2013, primarily due to a
decrease in casino revenuas at Altira Macau and City of Dreams of US§280.3
million, or 28.5%, and USSE.9 million, or 0.2%, respectively, partially offset by
the casino revenue at Gity of Dreams Manila of USS6.7 million since it started
aperations on Decamber 14, 2014, The overall decrease was primarily a result of

decreased rolling chip volume and rolling chip win rate at both Altira Macau and
City of Dreams, primarily driven by deteriorating demand from Chinesa players
as well as restrictive policies including changes to travel and visa policles,
partially offset by improved blended mass market table games drop and blended
mass table games hold percentage.

Altira Macaw., Altira Macau's rolling chip velume for the year ended December
31, 2014 was USS33.6 billion, representing a decrease of US511.3 billion, or
25.2%, from US544.9 billion for the year ended December 31, 2013. The rolling
chip win rate [calculated before discounts and commissions) was 2.76% for
the year ended December 31, 2014, within our expected lavel of 2.7% to 3.0%,
while decreasing fram 2.96% for the year ended December 31, 2013, In the mass
market table games segment, mass market table games drop was USSTS6.7
million for the year ended December 31, 2014, representing an increase of 4.5%
from LISE724.0 million for the year ended December 31, 2013, The mass market
table games hold percentage was 15.8% for the year ended December 31, 2014,
a slight increase from 15.4% for the year ended December 31, 2013.

City of Dreams. City of Dreams' roling chip velume for the year anded
December 31, 2014 of LIS882.1 billion represented a decrease of US%514.9 billion,
or 15.4%, from US$AT.0 billion for the year ended December 31, 2013, The
rolling chip win rate (calculated before discounts and commissions) was 2.83%
for the year emdad Decembear 31, 2014, in line with our expected range of 2.7%
to 3.0%, while decreasing from 2.95% for the year ended December 31, 2013
In the mass market table games segment, mass market tabla games drop was
US$5.29 billion for the year ended December 31, 2014 which represented an
increase of US30.63 billien, or 13.5%, from US$4.66 billion for the year ended
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Dacember 31, 2013, The mass market table games hold percentage was 37.5%
in the year ended December 31, 2014, demonstrating an increasa from 34.68%
fer the year ended December 31, 2013, Average net win per gaming machine per
day was USS464 for the year ended December 31, 2014, an increase of US$103,
or 28.5%, from USE381 for the year ended Decembear 31, 2013,

Mocha Clubs. Mocha Clubs' average net win per gaming machine per day for
the year ended December 31, 2014 was US8303, an increase of approximately
US591, or 42.9%, from UIS$212 for the year ended December 31, 2013,

Rooms. Room revenues (including the retail value of promotional allowances)
for the year ended December 31, 2014 were US$136.4 million, representing a
USS8.8 million, ar 6.9%, increase from room revenues (including the retail value
of promotional allowances) of US$127.7 million for the year ended December 31,
2013. The increase was primarily due to improved occupancy and the pesitive
impact from the increase in average daily rate. Altira Macau's average daily rate,
occupancy rate and REVPAR were US$232, 99% and USS$229, respectively, for
the year ended December 31, 2014, as compared to US$230, 99% and US$227,
respectively, for the year ended December 31, 2013, City of Dreams' average
daily rate, occupancy rate and REVPAR were US$197, 99% and US$185,
respectivaly, for the year ended December 31, 2014, as compared to US$188,
97% and USS183, respectively, for the year ended Decemnber 31, 2013,

Food, beverage and ofhers, Other non-casino revenues (including the retail
value of promotional allowances) for the yvear ended December 31, 2014 included
food and beverage revenues of US$84.9 million and entertainment, retail and
other revenues of LISS108.4 million. Cther non-casing revenues {including tha
rétail value of promotional allowances) for the year ended December 31, 2013
included food and beverage revenues of USH78.9 million, and entertainmaent,
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retail and other revenues of US$103.7 million. The increase of US$10.7 millien
in food, beverage and other revenues from the year ended December 31, 2013
to the year ended December 31, 2014 was primarily due 1o higher business
volumes and improved yield of rental income at City of Dreams.

Operating costs and expenses

Total operating costs and expenses were USS4.12 billion for the year ended
December 31, 2014, representing a decrease of U3$130.4 milion, or 3.1%,
fram US84.25 billlien for the year ended December 31, 2013, The decrease in
operating costs was primarily due to a decrease in operating costs at Altira
Macau which were in-ling with the decreased gaming volume and associated
decrease in revenuss, a decrease in development costs, the gain on disposal
of assets held for sale, partially offset by increasa in general and administrativa
expenses and pre-cpening costs to support expanding operations.

Casine. Casino expenses decreased by US$206.3 millien, or 6.0%, to US$3.25
billion for the year ended December 31, 2014 from U3%$3.45 billion for the year
ended December 31, 2013 primarily due to decrease in gaming tax and other
levies and commission expenses of US$308.6 million, which decreased as a
result of decreased gaming volume and an associated decrease in revenues,
partially offset by an increase in payroll and other operating costs as well as
complimantaries to gaming customars of US$102.3 million.

Reoms. Room expenses, which mainly represent the costs of cperafing the
hotel facilities at Altira Macau and City of Dreams, were US$12.7 million and
US812.5 million for the years ended Decembear 31, 2014 and 2013, respectively.
The slight increase was primarlly due to an increase in payroll and other
operaling costs as a result of increased occupancy, partially offset by a higher
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level of complimantary hotel rooms offered to gaming customers for which the
associated costs wara included in casino expanses.

Food, beverage and others. Food, beverage and others expenses were
US$85.6 milion and US$33.3 million for the years ended December 31, 2014
and 2013, respectively. The decrease was primarily dua to a higher level of
complimentary food, beverage and others offered to gaming customers for which
the asscciated costs were included in casino expenses, partially offset by an
increase in payroll and other operating costs associated with the increase in
FaEvenuas.

General and administrative, General and administrative expenses increased by
USS55.9 million, or 21.9%, to USS311.7 million for the year ended December 31,
2014 from US$255.8 million for the year ended Decambar 31, 2013, primarily dus
te an increass in payroll expenses, share-based compensation, rental expenses,
marketing and advertising expenses, as well as professional fees to support
continuing and expanding operations.

Fre-opening costs. Pre-opening costs were US040 milion for the year
ended December 31, 2014 as compared to US$17.0 million for the year ended
December 31, 2013, Such costs relate primarily to personnel training, rental,
marketing, advertising and administrative costs in connection with new or start-
up operations. Pre-opening costs for the years ended December 31, 2014 and
2013 primarily related to the payroll expenses, rental and administrative costs
in connection with City of Dreams Manila and Studio City. The increase was
primarily due te the increass in payroll expenses and other administrative costs
in City of Dreams Manila, mainly driven by the increase in headcount to cope

with its opening on December 14, 2014,

Developmant costs. Development costs were US$10.7 million for the year
ended December 31, 2014, which predominantly related to professional and
consultancy fees as well as marketing and prometion costs for corporate
business development. Devalopment costs for the year ended Decembar 31,
2013 of US$26.3 million primarily related to fees and costs associated with tha
corporate recrganization of MCP by the Company, as well as corporate business
davelopment.

Amortization of gaming subconcession. Amortization of owr  gaming
subconcession continued to be recognized on a straight-line basis at an annual
rate of US$57.2 million for each of the years ended December 31, 2014 and
2013,

Amaortization of fand use rights. Amortization of land use rights expenses
remainad stable at USSE4.5 milion and USS$64.3 million for the years ended
December 31, 2014 and 2013, respectively.

Depreciation and amorfization. Depreclation and amortization expenses were
US$246.7 million and US$261.3 million for the years ended December 31,
2014 and 2013, respactively. Tha decrease was primarily due to certain assets
becoming fully depreciated at City of Dreams and Altira Macau during the year
ended December 31, 2014, offset in part by depreciation of assets at City of
Dreams Manila, which started operations on December 14, 2014,

Property charges and others. Property charges and cthers generally include
costs related fto the remodeling and rebranding of a property. which might
include the retirement, disposal or write-off of assets. Property charges and
others for the year ended December 31, 2014 were USSE.T millien, which
primarily included assets write-off of US$3.5 million on furniture, fixtures and
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aquipment damaged by the typhoon in the Philippines and assets write-off
and impairments of US53.2 million as a result of the remodel of non-gaming
attractions at City of Dreams. Property charges and others for the year ended
Dacambar 31, 2013 wers US$6.9 million, which primarily included a write-off of
US%3.0 million for the final payment in relation to a service confract at City of
Dreams and assets write-off of US$1.6 million as a result of the remodal of non-
gaming attractions at City of Dreams.

Gain on disposal of assets held for sale. Gain on disposal of assets held for sale
of USS22.1 million for the year ended December 31, 2014 related to the disposal
of five units located at Golden Dragon Centre in Macau.

Non-operating expenses, net

Met non-cperating expenses consist of interest income, interest expenses, nat of
capitalized interest, amortization of deferred financing costs, loan commitmant
and other finance fees, foreign exchange (loss) gain, net, change in fair valus
of inlerest rate swap agreements, loss on extinguishment of debt and costs
assoclated with debt moedification, as well ag other non-operating income, net.

Intarest imcome was US520.0 million for the year ended December 31, 2014, as
compared to USST.7 milllen for the year ended December 31, 2013, The increase
was primarily driven by higher level of deposits placed at banks to yield higher
interest income during the year ended December 31, 2014,

Interest axpenses were US5124.1 millien (net of capitalized interest of USS86.9
million) for the year ended December 31, 2014, compared to USS152.7 million
net of capitalized interest of US$31.0 million) for the year ended December 31,
2013. The decrease In net Interest expenses (net of interest capitalization) of
LIS$28.6 million was primarily due to: (i) higher interest capitalization of USS85.9
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millicn primarily associated with the Studio City and City of Dreams Manila
construction and development projects; (i) a lower interest charge of L3855
millicn as a result of the scheduled repaymeants of the term loan started from
September 2013 and the repayment of the drawn revolving credit facility in late
March 2013, both under the 2011 Credit Facilities; (ill) a lower interest charge of
USS4.3 million upon our repayment and redemption on the Deposit-Linked Loan
and RMB Bonds in March 2013; (iv) lower interest charges of LIS$1.1 million
upon our redemption of our 2010 Senior Notes by our issuance of the lower
interast rate 2013 Senior Motes in March 2013; partially offset by (v) US$26.3
million higher interest expenses upon our drawdown of the term loan under
the Studio City Project Facility in July 2014; (vi) US519.8 million higher interest
axpenses upon our issuance of the Philippine Motes in January 2014; and {vii)
US85.8 million higher interest expenses on capital lease obligation relating to
MCP's building lease payments entered in March 2013,

Other finance costs for the year ended December 31, 2014 of USE47.0 million,
included USE28.0 millien of amortization of deferred financing costs and
US519.0 million of loan commitment and other finance fees. Other finance costs
for the year ended December 31, 2013 of US$43.8 millicn, included USS18.2
million of amortization of deferred financing costs and US525.6 milllon of loan
commitment and other finance fees. The increase in amertization of deferred
financing costs compared to the year ended December 31, 2013 was primarily
due to the recognition of amortized deferred financing costs incurred for the
2013 Senior Motes issued in February 2013, the Phiippine MNotes issued in
January 2014 and the term loan under the Studio City Project Facility drawn in
July 2014, which were offset in part by the cessation of amortization of deferred
financing costs relating to the RMB Bonds and 2010 Senior Notes upon ouwr
rademption. The decrease in lcan commitment and other finance fees compared
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te the year ended December 31, 2013 was primarily associated with the
drawdown of term loan under the Studio Clty Project Facliity in July 2014,

There was no loss on extinguishment of debt or costs associated with debt
medification for the year ended December 31, 2014, Loss on extinguishment
of debt for the year ended December 31, 2013 was USS50.9 million, which
mainly represented a portion of the 2010 Senior Motes redemption fees and
unamortized deferred financing costs that are not eligible for capitalization.

Costs associatad with debt madification for the year ended December 31, 2013
were U3510.5 milion, which mainly represented a portion of underwriting fee,
legal and professional tees incurred for refinancing 2010 Senior Notes with 2013
Senior Notes that are not eligible for capitalization.

Income tax (expense) credit

Income tax expense for the year emded December 31, 2014 was primarily
atiributable to a lump sum tax pavable of USE2.8 millen in lleu of Macau
Complementary Tax otherwise due by Melco Crown Macau's shareholders on
dividends distributable to them by Melco Crown Macau, Macau Complementary
Tax of USS2.8 millien arising mainly due 10 a gain on dispesal of assets held for
sale, and Hong Kong Profits Tax of US$1.2 million, partially offset by a defarred
tax credit of USS4.5 million. No provision for income tax for certain subsidiaries
of the Company in the Philippines for the years ended December 31, 2014 and
2013 and no provision for income tax in the United States of America for the
year ended December 31, 2013 were provided as the subsidiaries incurred tax
losses. The effective tax rate for the yvear ended December 31, 2014 was 0.6%,
as comparad to 0.4% for the year ended December 31, 2013. Such rates diffar
from the statutory Macau Complementary Tax rate of 12% primarily due to the

effect of a tax exemption on profits generated by Macau gaming operations of
US%109.2 milion and U35125.7 milllon during the years ended December 31,
2014 and 2013, respectively, which is set to expire in 2018, the effect of change
in valuation allowance, the effect of different tax rates of subsidiaries operating
in other jurisdictions, and the effect of expenses for which no income tax benefit
is raceivable. Our management currently does not expect to realize significant
income tax benefits associated with net operating loss carryforwards and
other deferred tax assets generated by our Macau and Philippines operations;
howaver, to the extent that the financial results of our Macau and Philippines
operations improve and it becomes more likely than not that the deferred tax
assets are realizable, we will be able to reduce the valuation allowance through
|amings.

Net loss attributable to noncontrolling interests

Our net loss attributable to noncontrolling interests of US$80,9 million for the
year ended December 31, 2014, which compared to that of USS59.5 million
for the year ended December 31, 2013, was primarily due to the shara of
the Studio City expenses of US$40.0 million and MCP expenses of US$40.9
million, respectively, by the respective minority shareholders for the year ended
Dacember 31, 2014, The year-ovar-year increase was primarily attributable to the
noncontrolling interests' share of MCP's pre-cperating expenses and financing
costs during the year ended December 31, 2014 and the increase in the share
of Studio City's pre-operating expenses, partially alfsel by the decrease in share
of Studio City's financing costs mainly due to higher interast capitalization offsat
with the increase in interest expenses on the Studio City Project Facility, which
was drawn in July 2014,
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Net income attributable to Mélco Crown Entertainment

As a result of the foregoing, we had net income of LSS608.3 million for the year
endad Dacember 31, 2014, compared to US$E37.5 million for the year anded
December 31, 2013,

Year Ended December 31, 2013 Compared to Year Ended December 31,
2012

Revenues

Cur total net revenues for the year ended December 31, 2013 were USE5.09
billion, an increase of U351.01 blllion, or 24.7%. from US34.08 billion for
the year ended December 31, 2012. The increase in total met revenues was
driven by substantially improved mass table games wvolumes and blended
hold percentages, as well as Increased velumes in the rolling chip and gaming
machines segmants.

CQur total met revenues for the year ended December 31, 2013 consisted of
US%$4.94 billion of casino revenues, representing 97.1% of our total net revenues,
and USE145.7 milion of met non-casing ravenues (total mon-casing revenues
after deduction of promotional allowances). Our total net revenues for the year
andad December 31, 2012 comprised USS3.93 bilien of casino revenues,
reprasenting 96.5% of our total net revenuwes, and US$143.3 million of nat non-
caging revenuas.

Casine. Casino revenues for the year ended December 31, 2013 were US54.94
billion, representing a USS$1.01 billion, or 25.6%, increase from casing revenues
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of US53.93 billion for the year ended December 31, 2012, primarily due to an
increase in casine revenues at City of Dreams and Altira Macau of US3035.2
millien, or 33.5%, and US$65.5 million, or §.9%, respectively. This increase was
primarily a result of increased rolling chip velume and mass market table games
drop at both City of Dreams and Altira Macau, as well as an improved blended
mass market table games hold percentage and rolling chip win rate. Mass
market table games revenues benefited from the success of a range of gaming
floor efficiency initiatives and improved casing visitation and casino marketing
initiatives. together with a strong overall market growth environment in the
segmant.

Alttra Macay. Altira Macau's relling chip volume for the year ended December
31, 2013 was US$44.9 bilion, representing an increase of USS0.9 billion, or
2.2%, from US$H44.0 billion for the year ended December 31, 2012. The rolling
chip win rate (calculated before discounts and commissions) was 2.96% for
the year anded December 31, 2013, within our expected level of 2.7% to 3.0%,
and increased slightly from 2.89% for the year ended December 31, 2012. In
the mass market table games segment. mass market table games drop was
USE724.0 millien for the year ended December 31, 2013, representing an
increase of 20.4% from US$E01.4 million for the year ended December 31, 2012,
The mass markel table games hold percentage was 15.4% for the year ended
December 31, 2013, representing a decrease from 16.7% for the year anded
December 31, 2012.

Cify of Dreams. City of Dreams’ rolling chip volume for the year ended
December 31, 2013 of US$97.0 billion represantad an increase of US$15.7
billion, or 19.3%, from LUS881.3 billion for the year ended December 31, 2012
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The rolling chip win rate (calculated befors discounts and commissions) was
2.95% for the year ended December 31, 2013, in line with our expected range
of 2.7% to 3.0%, and reflected a slight increase from 2.92% for the year ended
December 31, 2012. In the mass market tabla games segment, mass market
table games drop was USS4 66 bilion for the year ended December 31, 2013
which represented an increase of US$1.07 billien, or 30.0%, from US$3.59 billion
for the year ended December 31, 2012. The mass market table games hold
percentage was 34.6% in the year ended December 31, 2013, demonstrating
a large increase from 29.1% for the year ended December 31, 2012. Average
net win per gaming machine per day was US5361 for the year ended Decembar
31, 2013, an increase of US$48, or 15.2%, from USS313 for the year ended
December 31, 2012

Mocha Clubs. Mocha Clubs' average net win per gaming machine per day for
the year ended December 31, 2012 was US$212, an increase of approximately
US$26, or 13.9%, from US$186 for the year ended Decembaer 31, 2012,

Rooms. FRoeom revenues (including the retail value of promotional allowances)
for the year ended December 31, 2013 were USS127.7 million, representing a
US%9.6 million, or 8.1%, increase from room revenues [including the retail value
of promotional allowances) of US$118.1 million for the year ended December 31,
2012, The increase was primarily dus to improved occupancy and the positive
impact from the increase in average daily rate. Altira Macau’s average daily rate,
occupancy rate and REVPAR were USS230, 99% and USE227, respectively, for
the year ended December 31, 2013, as compared to US$221, 98% and US%218,
respactively, for the year ended December 31, 2012. City of Dreams’ average
daily rate, cccupancy rate and REVPAR ware USS188, 97% and US$183,

raspectively, for the year ended December 31, 2013, as compared to US$185,
93% and USS171, respectively, for the year ended December 31, 2012,

Food, beverage and ofhers. Othér non-casing revenues (including the retal
value of promoticnal allowances) for the year ended Decamber 31, 2013 included
feod and beverage revenues of USSTE.S million and entertainment, retall and
other revenues of US$103.7 million. Other non-casing revenues (including the
retail value of prometional allowances) for the year ended December 31, 2012
included food and beverage revenues of USST2.7 million, and entertainment,
retail and other revenues of USS90.8 milllon. The increase of US$19.1 million
in food, beverage and other revenues from the year ended December 31, 2012
te the year ended December 31, 2013 was primarily due to higher business
velumes associated with an increase in visitation during the year, as wall as the

improved yield of rental income at City of Dreams,
Operating costs and expenses

Total operating costs and expenses were UU3$4.25 billion for the year ended
December 31, 2013, representing an increase of USSE76.4 millon, or 18.9%,
from USS3.5T billion for the year ended December 31, 2012. The increase in
operating costs was primarily due tc an increase in operating costs at City of
Dreams and Altira Macau which were in line with the increased gaming volume
and associated increase in revenues, as well as the increase in associated
costs in connection with MCP after our acquisition of a majority interest in MCF,
including fees and costs associated with the corporate recrganization of MCPE

Casine. Casino expenses increased by US$E18.0 milion, or 21.8%, to US$3.45
billign for the year ended December 31, 2013 from US$2.83 billien for the year
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ended December 31, 2012 primarily due to additional gaming tax and other
levias and commission expenses of US8531.0 million, as well as other oparating
costs, such as payrell and promotional expenses of USSET.0 million, which
increased as a result of increased gaming volume and an associated increase in
reveanuas,

FRooms. Room expenses, which represent the costs of operating the hotel
facilities at Altira Macau and City of Dreams, decreased by 14.9% to USS12.5
million for the year ended December 31, 2013 from USS14.T million for the year
anded Decembar 31, 2012, primarily dua to a higher level of complimantary hotel
rooms offered to gaming customers for which the associated costs are included
as casino expenses, partially offset by an increase In the operating costs as a
result of increased occupancy.

Food, beverage and others, Food, beverage and others expenses were
US%93.3 million and US£90.3 milkon for the years ended December 31, 2013 and
2012, respactively.

General and administrative. General and administrative expenses increased by
US$28.8 million, or 12.7%, to US$255.8 million for the year ended December
31, 2013 from USE227.0 million for the year ended December 31, 2012, primarily
dua to an increase in payroll expenses, share-based compensation, marketing
and advertising expenses, as well as profassional fees to support continuing and
expanding operations.

Pre-opening costs. Pre-opening costs wera US$17.0 million for the year anded
December 31, 2013 as compared te US$5.8 million for the year ended December
31, 2012, Such costs relate primarily to personnel training, rental, marketing,
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advertising and administrative costs in connection with new or start-up
operations, Pre-opening costs for the year ended December 31, 2013 primarily
related to the payroll expenses, rental and administrative costs in connection
with Gity of Dreams Manila and Studio City. The pre-opening costs for tha year
ended December 31, 2012 related to the administrative costs in connection with
Studie City, the opening of The Tasting Room, Signature Club Lounge and Jads
Dragon at City of Dreams, and the introduction of Taboo at Club Cubic.

Development costs. Development costs were USS26.3 million for the year
ended December 31, 2013, which predominantly related to fees and costs
associated with the corporate reorganization of MCP as well as corporate
business development. Development costs for the year ended December 31,
2012 primarily included USS$5.7T million excess payment between purchase
consideration and direct transaction costs and share of net assets acquired upon
completion of the acquisition of MCP in December 2012 and a total of US$5.4
million of profassional and consultancy fee for City of Dreams Manila, as well as
corporate business development.

Amortization  of gaming subconcession. Amortization of our gaming
subconcassion continued to ba racagnized on a straight-line basiz at an annual
rate of USS57.2 million for each of the years ended December 31, 2013 and
202,

Amertization of land wse rights, The increase in amortization of land use rights
expenses to US364.3 milion for the year ended December 31, 2013 from
USS559.9 million for the year anded December 31, 2012 was primarily due to tha
additional amortization of land usé rights expenses associated with the amended
Studie City land concession contract in July 2012,
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Depreciation and amortization. Depreciation and amortization expenses were
US$261.3 million and UWSS261.4 million for the years ended December 31, 2013
and 2012, respectively. The slight decrease was primarily due to fully depreciated
assets at City of Dreams and Altira Macau during the year ended December
31, 2013, offset in part by depreciation of assets progressively added to City of
Dreams.

Froperty charges and others, Property charges and others generally include
costs related to the remodeling and rebranding of a property which might include
the ratirement, disposal or write-off of assets. Property charges and others
for the year endad December 31, 2013 were US$6.3 million, which primarily
included a write-off of UIS$3,0 million for the final payment in relation to a service
contract at City of Dreams and assets write-off of USS1.6 million as a result
af the remodel of non-gaming attractions at City of Dreams. Property charges
and others for the year ended December 31, 2012 were USEE.T million, which
mainly related to the write-off of US$4.4 million for excess payments in relation
1o a service contract at City of Dreams and US$2.4 million of cosls incurred for
implementing owr streamlined management structure in February 2012,

Non-operating expenses, net

Net non-operating expenses consist of interest income, interast expenses, net of
capitalized interest, amortization of deferred financing costs, loan commitment
fees, foreign exchange (loss) gain, net, change in fair value of intarest rate swap
agreements, loss on extinguishment of debt and costs associaled with debt
modification, as well as other non-operating income, nat.

Interest income was US$7.7 millien for the year ended December 31, 2013,
as compared to US$11.0 million for the year ended December 31, 2012, The
decrease was primarily driven by lower interest income from the RME Bonds
proceads depasit upon the early redemption of the AMB Bonds in March 2013,

Interest expenses were USS152.7 millien, net of capitalized interest of US$31.0
million for the year ended December 31, 2013, compared to US$109.6 million,
net of capitalized interest of USS10.4 million for the year ended December 31,
2012. The increase in net interest expenses (net of interest capitalization) of
US$43.1 million was primarily due to: (i) US$65.3 million highear interast axpenses
upon our issuance of Studio City Motes in November 2012; (i) US$34.0 million
interest on a capital lease obligation relating to MCP's building lease payments
incurred during the yvear ended December 31, 2013; partially offset by (i) lower
interest charges of US810.5 million wpon our redemption of owr 2010 Senior
Motes by our issuance of the lower interest rate 2013 Senior Notes in March
2013 and US$19.5 milion upon our repayment and redemption on the Deposit-
Linked Loan and RMB Bonds; (iv) a lower interast charge of US$5.0 million as
a result of the scheduled repayments of the term lcan started from September
2013 and repayment of the drawn revolving credit facliity, both under 2011
Cradit Facilitias; and iv) higher interest capitalization of US$20.6 million, primarily
associated with Studio City construction and development projects.

Other finance costs for the year ended December 31, 2013 of US543.8 million,
included US$18.2 million of amortization of deferred financing costs and loan
commitment fees of US3$25.6 million. Other finance costs for the year ended
Dacamber 31, 2012 of US$14.6 million, included US$13.3 million of amortization
of daterred financing costs and loan commitment fees of US%1.3 millien. Tha
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increass in amortization of deferred financing costs compared to the year ended
December 31, 2012 was primarily dus to the recognition of amortized defarred
financing costs incurred for the Studic Chiy MNotes issued In November 2012 and
the 2013 Senior Notes issued in February 2013, which were offset in part by the
cassation of amortization of deferred financing costs relating to the RMB Bonds
and 2010 Senior Notes upon our redemption. The increase In loan commitmaent
fees compared to the year ended December 31, 2012 was primarily associated
with the Studio City Project Facility, which became effective from January 28,
2013,

Loss on extinguishment of debt for the year ended December 31, 2013 was
US$50.9 millien, which mainly represented a portion of the 2010 Senior Notes
redemption fees and unamortized deferred financing costs that are not aligible
for capitalization. There was no less on extinguishment of debt for the year
ended December 31, 2012,

Costs associated with dabt modification for the year ended December 31, 2013
were US510.5 million, which mainly represented a portion of underwriting fee,
legal and professional fees incurred for refinancing 2010 Senlor Notes with 2013
Sanior Notes that are not aligible for capitalization. Cost associated with debt
modification for the year ended December 31, 2012 were US$3.3 million, which
ware primarily attributable to a consent saolicitation fee in relation to the 2010
Sanior Notes in October 2012,

Income tax (expense) credit

Income tax expense for the year ended December 31, 2013 was primarily
attributable to a lump sum tax payable in lieu of Macau Complementary Tax

= vl Hepor] 114 s 3w | ot bl L

otherwise dua by Melco Crown Macau's shareholders on dividends distributable
to them by Melco Crown Macau. The effective tax rate for the year ended
December 31, 2013 was 0.4%, as compared to a negative rate of 0,.7% for the
year andad December 31, 2012. Such rates differ from the statuwtory Macau
Complementary Tax rate of 12% primarily due to the aeffect of a tax exemption on
profits generated by Macau gaming operations of US$125.7 million and US$88.5
million during the years ended December 31, 2013 and 2012, respectively,
which is set to expire in 2016, the effect of change in valuation allowance,
and the effect of expenses for which no income tax bemefit is receivable.
Our management does not expect to realize significant income tax benefits
associated with net operating loss carryforwards and other deferred tax assets
generated by our Macau and Philippines operations; however, to the extent that
the financial results of our Macau and Philippines operations improve and it
becomes maore likely than not that the deferred tax assets are realizabla, we will
be able to reduce the valuation allowance through eamings,

Net loss attributable to noncontrolling interests

Qur net loss attributable to noncontradling interests of USSS59.5 milllen for the
year ended December 31, 2013, which compared to that of US$18.5 million for
the year ended December 31, 2012, was primarily due to the share of Studic City
axpenses of US$48.0 millien and MCP expenses of USS11.5 million, réspectivaly,
by the respective minority shareholders for the year ended December 31, 2013,
The year-over-year increase was primarily attributable to the noncontrolling
interests' share of Studio City's financing costs and City of Dreams Manila's pre-
operating expansas during thea year andad Decamber 31, 2013.
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Net income attributable to Melco Crown Entertainment

As a result of the foregoing, we had net income of US$637.5 million for the year
ended December 31, 2013, comparad to US$417.2 million for the year ended
December 31, 2012,

Adjusted Property EBITDA and Adjusted EBITDA

Our earnings before interest, taxes, depreciation, amortization, pre-opening
costs, development costs, property charges and others, share-based
compensation, payments to the Philippine Parties, land rent to Belle Corporation,
gain on disposal of assets held for sale, Corporate and Others expenses and
other non-operating income and expenses, or Adjusted property EBITDA wara
US$1,285.5 million, US$1,379.1 milion and US%995.3 milion for the years
ended Dacembar 31, 2014, 2013 and 2012, respectivaly. Adjusted proparty
EBITDA of Altira Macau, City of Dreams and Mocha Clubs were US384.8
million, US$1,165.6 milien and US$36.3 million, respectively, for the year ended
December 31, 2014, USE147.3 million, US$1,193.2 million and USS40.2 million,
respactively, for the year ended December 31, 2013 and US$154.7 million,
USSE05.7 million and USS36.1 millien, respectively, for the year ended December
31, 2012

Our earnings before interest, taxes, depreciation, amortization, pre-opening
costs, development costs, property charges and  others, share-based
compensation, payments to the Philippine Parties, land rent to Belle Corporation,
gain on disposal of assets held for sale and other non-operating income and
expenses, or Adusted EBITDA, were US$1,166.5 million, USS1,287.8 million
and US%820.2 million for the years ended December 31, 2014, 2013 and 2012,
respactively.

Our management uses Adjusted property EBITDA to measure the operating
performance of our Altira Macau, City of Dreams, City of Dreams Manila and
Mecha Clubs businesses, and to compare the operating performance of our
properties with hose of our competitors. Adjusted EBITDA and Adjusted proparty
EBITDA are also presented as supplemental disclosures because managemeant
believes they are widely used to measure performance and as a basis for valuation
of gaming companies. Our managemant also uses Adjusted property EBITDA and
Adjusted EBITDA because they are used by some investors as a way to measure
a company's ability to incur and service debt, make capital expenditures and meest
working capital requiremeants. Gaming companies have historically reported similar
measures as a supplement to financial measures in accordance with generally
accepted accounting principles, in particular, U.S. GAAR or IFAS,

However, Adjusted property EBITDA or Adjusted EBITDA should not be
considered in isolation, construed as an alternative to profit or operating profit,
treated as an indicator of cur U.S. GAAP operating performance, other operating
operations or cash flow data, or interpretad as an altermative to cash flow as a
measwre of liquidity. Adjusted property EBITDA and Adjusted EBITDA presented
in this annual report may not be comparabde to cther similarly titled measures of
ather companies’ operating in the gaming or other business sactors. While our
management believes these figures may provide wuseful additional information
te investors when considersd in conjunction with cur U.S. GAAP financial
staternents and other information in this annual report, less reliance should
be placed on Adjusted property EBITDA or Adjusted EBITDA as a measure in
assessing our overall financial performance.
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Reconciliation of Adjusted EBITDA and Adjusted Property EBITDA to Net
Income Attributable to Melco Crown Entertainment

Year Ended December 31,

204 23 2012
{in thousans of USS)
Adjusted property EBITDA $ 1.285474 % 1379111 § 995335
Corporate and Others sxpenses (118,971} (91,299 {75,135)
Adjusted EBITDA 1,166,503 1287812 920,200
Payments to fhe Phifpping Parties (870} —_ —
Land rent 4o Belle Corporation (3,562} (3,045 —
Pre-opening costs (90.556) [13.969) 15,765)
Development costs (10.734) [26,237) {11,099
Dapreciation and amortization [368.394) (382,308 (378587
Share-based compensation (20,401) [14,987) BATY
Property charges and cthers (8.699) [6.384) (B, B54)
Gain on dispasal of assets held for sale 2072 — —_
Imterest and other non-operating expenses, net {154,934} [259.370) (111 ,363)
Imcom e tax (expense) credit (3.036) [2.441) 2943
Met incame 527,386 578,013 398 672
et loss atiributable to noncontrolling interests 40,804 59,450 16,531
Met incame attributable to Melco Crown
Entertainment $ 60B2B0 § B3TAE3 § 417203
Liquidity and Capital Resources

We have relied and intend to rely on our cash generated from ocur operations
and cur debt and equity financings to meet our financing needs and repay our
indabtedness, as the case may be.
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As of December 31, 2014, we held unrestricted cash and cash equivalents,
bank deposits with original maturity over three months and restricted cash of
approximately U351,597.7 million, U3$110.6 millien and US$1,816.6 millien,
respectively, and HK$3.12 billion (approximately US$401.1 million) of the 2011
Credit Facilities remains available for future drawdaown.

In addition, under the Studio City Project Facility, we have HK$10,855,880,000
{equivalent to approximately WUSE1.4 billion) comprising a five vyear
HK$10,080,4560,000 (equivalent to approximately US$1.3 billion) delayed draw
term loan facility and a HK$775,420,000 (equivalent 1o approximataly US$100
millicn) revalving credit facility. On July 28, 2014, we drew down the term loan
under the Studio City Project Facility, while the revolving credit facility under the
Studie City Project Facility remaing avallable for future drawdown, subject to
satistaction of certain conditions precedent.

On January 24, 2014, MCE Leisure Philippines issued its PHP15 billien
(eguivalent to approximately US$340.0 million at date of pricing) aggregate
principal amount of Philippine Notes, at par, with an interest rate of 5.00% per
annum and a maturity date of January 24, 2019. The Philippine Motés includes
a tax gross up provision requiring MCE Leisure Philippines to pay without any
deduction or withholding for or on account of tax. The net procesds from the
issuance of Philipping Notes were used for the development of City of Dreams
Manila.

On June 24, 2014, MCP completed the 2014 Top-up Placement on the Philippine
Stock Exchange raising net proceads of approximately USS$122.2 million.
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An indictment from the Taipei District Prosecutors Office against our Taiwan
branch office and certain of its employees for alleged violations of certain Taiwan
banking and foreign exchange laws was recelved in August 2014, In January
2013, the same Prosecutors Office froze one of our Taiwan branch office’s
deposit accounts in connection with the investigation related to this indictmant.
Therefore, we have presented the balance of such deposit account as restricted
cash in our financial statements. Please refer to® = Other Financing and Liguidity
Matters” below for more details,

MCP's restricted cash represented cash in escrow account as required in the
Provisional License issued by PAGCOR for the development of City of Dreams
Manila. Under the Provisional License granted by PAGCOR, the Licensees are
required to set-up an escrow account with an amaunt of USS100.0 millicn with a
universal bank mutually agreed by PAGCOR and the Licenseas. All funds for the
development of the casine preject shall pass through the escrow account and all
drawdowns of funds from the escrow account must be applied to City of Dreams
Manila. The escrow account should have a maintaining balance of US$50.0
million egquivalent until City of Dreams Manila's completion. On March 21, 2013,
MCE Leisure Philippines, as one of the Licensees, established a new escrow
account replacing the existing escrow account and deposited USSS0.0 million
equivalent to the new escrow account. The escrow account funds are expected
te be released in the coming twelve months from December 31, 2014,

The Studio City cash and cash eguivalents is mainly comprised of unspent
proceeds from offering of the Studie City Motes. and drawdown of the term
lean under the Studio City Project Facility, all of which ware rastricted only for
payment of construction and development costs and other project costs of the
Studie City project in actordance with Studio City Notes and Studio City Project
Facility tarms.

We have been able to meet cur werking capital needs, and we believe that our
operating cash flow, existing cash balances, funds available under the 2011
Credit Facilities and Studio City Project Facility and additional equity or debt
financings will be adequate to satisfy our current and anticipated operating,
debt and capital commitments, including cur development project plans, as
described in *— Other Financing and Ligquidity Matters™ below. For any additional
financing requirements. we cannot provide assurance that future borrowings
will be available. We have significant indebtedness and will continue to evaluate
our capital structure and opportunities to enhance it in the normal course of our
activitias.

Cash Flows

The following table sets forth a summary of our cash flows for the years
indicatmd:

Year Ended Decembar 31,
2014 203 2012
{in thousands af USE}
T  BO4614 % 1151934 5 050233

Met cash provided by operating actities

Met cash used in Ewesting acthities {1.605,269) {1,209.270) {1,335, T18)
Met cash provided by [used in) financing

activities 926,950 [264 9BT) 834,735
Ettect of foreign exchange on cagh and

cash aguivalants (397) 15,148 1,935
Met increase (decreass) in cash and

cash equivalents 215,893 [327 452 551,185

Cash and cash equivalents al beginning of year 1,381,757 1,709,209 1.158,024
Cash and cash equivalents at end of year $ 1597655 % 1381757 § 1,700.209
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Operating Activities

Operating cash flows are generally aflected by changes in eperating income and
accounts receivable with VIP table games play and hotel operations conducted
on a cash and credit basis and the remainder of the business including mass
market table games play, gaming machine play, food and beverage, and
entertainment are conducted primarily on a cash basis,

Net cash provided by operating activities was USSB94.6 million for the year
anded December 31, 2014, compared to US$1,151.9 million for the year ended
December 31, 2013. The decrease in net cash provided by operating activitiss
was mainly due to decline In undertying operating performance as described
in the foregoing section and increased working capital for the operations. Met
cash provided by operating activities was U5$1,151.9 millien for the year anded
December 31, 2013, compared te US$950.2 million for the year ended December
3, 2012, The increase in net cash provided in operating activities was mainly
attributable te strong growth in underlying operating performance,

Investing Activities

Met cash used in investing activities was U3%1,805.3 million for the year ended
Dacembar 31, 2014, compared 10 net cash used in investing activities of
US51,208.3 million for the year ended December 31, 2013, The increase was
primarily due to increased capital expenditures payments in 2014 related to
Studio City and City of Dreams Manila. Met cash used in investing activities for
the year ended December 31, 2014 included capital expenditure payment of
US51,214.9 million, an increase in restricted cash of USSETE.2 million, advance
payments for construction costs of US$107.6 million, deposits for acquisition of
proparty and equipmant of US590.4 million and the land use rights payment of
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US550.5 millien, which ware offset in part by a net decrease in bank deposits
with original maturity over three manths of US$516.3 million and net proceads
from sale of assets held for sale of US520.3 millien,

The net increase of USSETE.2 million in the amount of restricted cash for tha year
ended December 31, 2014 was primarily due to the drawdown of the term loan
under the Stuedio City Project Facility of US$1,295.7 million and capital injection
for the Studic City project from our Company and gur SC| minority shareholder
of LUS8230.0 million, partially offset the withdrawal and payment of Studio City
project costs and interast of US$847.5 million.

The decrease of US$516.3 million in the amount of bank deposits with ariginal
maturity over three months was due to malurity of deposits partially offset by
new deposits placed during the year. As of Dacember 31, 2014, we have placed
bank depesits of USS110.8 millien with their original maturity over three menths
for a better yield ([December 31, 2013: US$626.9 million).

Met proceeds of LUS828.3 milion was received from the sale of assets held for
sale, which completed during the year ended December 31, 2014 with a galn of
US822 1 million being recognized.

Gur total capital expenditure payments for the year ended December 31, 2014
ware US51,214.9 million. Such expenditures were mainly associated with
enhancements to our integrated resort offerings and for the development of
Studio City and City of Dreams Manila, Deposits for acquisition of property and
aquipment ware US$89.4 millien for the year ended December 31, 2014 mainly
associated with Studio City and City of Dreams Manila. We also paid USS47.0
millien and US$3.5 million for the scheduled instaliment of Studio City's and City
of Dreams' land premium payments during the year ended December 31, 2014,
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Net cash wsed in investing activities was US8§1,209.3 milion for the year
anded December 31, 2013, compared to net cash wsed in investing activities
of US81,335.7 milion for the year ended December 31, 2012, Net cash used
in invasting activitias for the year ended December 31, 2013 included bank
deposits with original maturity over three months of US5626.9 million, capital
expenditure payment of USE575.2 milion, advance payments for construction
costs of USS161.6 million, the land use rights payment of LIS$64.3 million,
payment for contract acquisition costs and security depesit of US532.0 million
and deposits for acquisition of property and equipment of US$17.2 millien, which
waere offset in part by the decrease in restricted cash of US$268.4 million,

The net decrease of US$268.4 million in the amount of resiricted cash for the
yoar ended Decemnber 31, 2013 was primarily due to (i} the rélease of deposit
of proceeds from the issuance of the RMB Bonds of USS366.2 million pledged
for the Deposit-Linked Loan upen our early redempticn in March 2013; (i) a
decrease in Studio City restricted cash of US$53.1 million primarily due to
withdrawal and payment of Studic City project costs of USSE82.0 million and
payment of Studic City Notes interest of US5T1.1 million, partially offset by
the capital injection for the Studic City project from our Company and our SCI
mincrity sharehaolder of USS700.0 million; (i) the US$50.0 million deposited to
an escrow account as required by PAGCOR in March 201 3; and (iv) the restricted
Taiwan branch office's deposit account of USS102.9 million,

Qur total capital expenditure payments for the year ended December 31,
2013 were US3575.2 million. Such expenditures were mainly associated with
enhancements 1o our intagrated resort offerings and for the development of
Studio City and City of Dreams Manila. We also paid US544.7 million and

USH17.1 million for the scheduled installment of Studio City's and City of
Dreams' land premium payments, respectively, and US52.5 million for the land
use right payment for Altira Macau, during the year ended December 31, 2013,

As of December 31, 2013, we have placed bank deposits of USEE26.9 million
with their original maturity aver three months for a better yvield,

We expect to incur significant capital expenditures for Studio City, City of
Dreams Manila, the retail precinct and the fifth hotel tower at City of Dreams
in the fulure, See "— Other Financing and Liquidity Matters™ balow for more
infarmation.

The following table sets forth our capital expenditures incumed by segment on an
accrual basis for the years endad December 31, 2014, 2013 and 2012.

Year Ended December 31,
2014 2013 202
{in thousands of LSS

Macau:
Mocha Clubs $ 13,116 % 6515 $ 5,951
Adtira Macau 21,984 5,464 7,105
City of Dreams 264,922 97,654 99,416
Studn City 907 455 440,826 115,385
Sub-total 1.207 477 550,459 227 857
The Philippines:
City of Dreams Manila 405196 350,854 B17
Comporate and Others 24532 2,042 55,324

Total capital expendilures $ 1637305 § 912355 § 263996
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Qur capital expenditures for the year ended December 31, 2014 increased
significantly from that of the year ended December 31, 2013 primarily due to the
development of Studio City, City of Dreams Manila and various projects at City
of Dreams, including the fitth hotel tower. Our capital expenditures for the year
ended December 31, 2013 increased significantly from that of the year ended
Decembar 31. 2012 primarily due to the development of Studio City and City of
Dreamns Manila.

Advance payments for construction costs for the year ended December 31,
2014 ware US$107.6 milion, compared to US$161.6 million for the year ended
Dacember 31, 2013, which were incurred primarily for the development of Studio
City, City of Dreams Manila and various prejects at City of Dreams, including the
fifth hotel tower. There was no such payment made for the year ended December
31,2012,

Cur payment for contract acquisition costs and security deposit for the
year anded December 21, 2013 were USS27.7 million and US$4.3 million,
respectively, both of which were paid to Belle Corporation, one of the Philippine
Parties, in relation to the closing arrangement agreament as well as the lease
agreement of City of Dreams Manila. There was no such paymeant mada for tha
years ended December 31, 2014 and 2012,

i ina Activit
Net cash provided by financing activities amounted to US$027.0 milion for
the year ended December 31, 2014, primarily due to (i) the proceeds of the

drawdown of the term loan under the Studio City Project Facility of S8, 285.7
million; {ii) the proceeds of the issuance of the Philippine MNotes of USS336.8
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millin; (i) net proceeds from the issuance of shares of MCP of US$122.2
million; and (W) the capital injection of US$32.0 million from the SC1 minority
sharehoider, in accordance with our shareholder agreement, which were cffset in
part by (v) dividend payments of US$342.7 million; (vi) repurchase of Shares of
USE300.5 million (including commission costs); (vii) the scheduled repayments
of the term loan under 2011 Credit Facilittes of USS256.7 million; and (vil]) the
payment of debt issuance cost primarily associated with the Philippine Notes
and Studio City Project Facility of US£12.7 million,

Met cash used in financing activities amounted to US$265.0 milion for the
year anded December 31, 2013, primarily due to (i) the early redemptlion of
2010 Senier Motes of US$E00.0 millien and the associated redemption costs of
USS$102.5 millien; (i) the early redemption of the RME Bonds and Deposit-Linked
Loan of USET21.5 million; (il the repayment of the revolving credit facility under
the 20171 Credit Facilities of US$212.5 million; (v} the scheduled repayments of
the term lean under the 2011 Credit Facilities of US$128.4 million; (v) prepaid
debt issuance costs of US$56.5 million asscciated with the Studio City Project
Facility; (vi) the payment of debt issuance costs assoclated with the 2013 Senior
Notes and Studio City Motes of US$19.6 millien and US$7.0 million, respectively;
{wii) the settlement of the scheduled Studio City acquisition cest installmant of
US%25.0 million; and (viii) the purchase of MCE Shares of US88.8 million under
trust arrangemant for further vesting of restricted shares, These were offset in
part by (i the proceeds of the issuance of the 2013 Senicr Notes of US$1.0
billion; {i) net proceeds from the issuance of shares of MCP of US$3:38.5 million;
and (i} capital injection of US$280.0 million from the SCI minority shareholder, in
accordance with our shareholder agreament.
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Net cash provided by financing activities amounted to US$834.7 millien for the
year ended December 31, 2012, primarily from the proceeds of the issuance of
the Studio City Notes totaling USS&25.0 milllon in November 2012, the proceeds
from the drawdown of the Aircraft Term Loan totaling US$43.0 millien in June
2012, capital injection of US5140.0 millien from the SCI minority shareholder in
accordance with cur sharehclder agreement and proceeds from the exercise of
shara options totaling US53.6 millon. These ware offset in part by the payment
of debt issuance costs of USS30.3 millicn, primarily associated with the Studic
City Notes and consent solicitation fee for the 2010 Senlor Notes, the settlement
of the scheduled Studio City acquisition cost instaliment of US$25.0 milion and
prepaid debt issuance costs of US518.8 million associated with the Studia City
Project Facility, as well as repayment of the Aircraft Term Loan of US$2.8 million,

Indebtedness

The following table presents a summary of our indebtednass as of December 31,
2014;

As of December 31, 2014

(in thousands of LSH

Studio City Project Facility $ 1,205 688
2013 Senior Motes 1,000,000
Studio City Mates B25.000
2011 Credit Faclties 417,166
Philippine Motes 336,195
Aircralt Term Loan 2871

b3 3.902.781

Major changes in cur indebtedness during the year ended and subsequent to
December 31, 2014 are summarized below.,

On January 24, 2014, MCE Leisure Philippines issued its PHP1S billion
{eguivalent to approximately US%340.0 million at date of pricing) aggregate
principal amount of Philippine Notes, at par, with an interest rate of 5.00% per
annum and a maturity date of January 24, 2019, The Philippine Notes includes
@ tax gross up provision requiring MCE Leisure Philippines to pay without any
deduction or withholding for or on account of tax. The net procesds from the
issuance of Philippine Notas were used for the devalopment of City of Dreams
Manila.

On July 28, 2014, we drew down the term lean of HK$10,080,460,000 (equivalent
to approximately W5%1.3 billion) under the Studio City Project Facility, with the
revalving credit facility of HKST75,420,000 (equivalent te approximately USS100
million) under the Studio City Project Facility available for future drawdown,
subject to satisfaction of certain conditions pracedant.

Cradit facility agreements relating to certain of our indebtedness contain change
of control provisions, including in respect of our obligations relating to our
control andfor cwnership of certaim of our subsidiaries and their assets. Under
the terms of such credit facility agreements, the occurrence of certain change
of control events, including a decline below certain threshelds in the aggregate
direct or indirect shareholdings of Melco Crown Macau, MCE Finance, Studic
City Investments Limited, MCE Cotal Invesiments Limited or certain of its
subsidiaries held by us and/or Malce and Crown or certain of our subsidiaries
{as the case may be) (and, in the case of the decline of the shareholding of
Melca Crown Macau under the 2011 Credit Facilities, which is accompanied by a
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ratings decline) may result in an event of default and/cr a requirement to prepay
the credit facilities in relation to such indebtedness in full. Other applicable
change of control events wnder the credit facility agreements include the
Company ceasing to be publicly listed on certain designated stock exchanges
or steps being taken in connmection with the liquidation or dissolution of MCE
Finance. The terms aof the Studio City Notes, 2013 Senlor Notes and Philippine
Motes also contain change of control provisions whereby the occurrence of a
relevant change of control event will require us to offer to repurchase the Studio
City Notes, 2013 Senior Notes or Philippine Notes (as the case may be) at a price
aqual to 101% of their principal amount, plus accrued and unpaid interest and, if
any, additional amounts and other amount specified under such indebtednass to
the date of repurchase.

For further details of the above indebtedness, please refer to note 12 to the
consolidated financial statements included elsewhere in this annual report, which
includes information regarding the type of debt facilities used, the maturity profike
of dabt, the currency and interest rate structure, the charge on our assets and
the nature and extent of any restrictions on our ability, and the ability of our
subsidiaries, to transfer funds as cash dividends, loans or advances.

Other Financing and Liquidity Matters

We may cbiain financing in the form of, among other things, equity or debt,
including additional bank loans or high yield, mezzanine or other debt, or rely
on our operating cash flow to fund the development of our projacts. We are a
growing company with significant financial naeds, We expact to have significant
capital expenditures in the future as we continue to develop cur properties, in
particular, Studic City and the fifth hotal tewer at City of Dreams.
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We have relied and intend in the fulure to rely on our operaling cash flow
and different forms of financing to meet our funding needs and repay our
indebtedness, as the case may be,

The timing of any future dabt and equity financing activitias will be dependant on
our funding needs, cur development and construction schedule, the avallability
of funds on acceptable terms to us, and prevailing market conditions. Wa
may carry out activitiss from time to time to strengthem cur financial position
and abllity to better fund our business expansion. Such activities may include
rafinancing existing debt, monatizing assets, sale-and-leaseback ransactions or
athar similar activities.

The construction budget for the first phase of Studie City s approximately
US52.3 billion. Howevear, this cost estimate may be revised depending on a
number of variables, including receipt of all necessary governmental approvals,
the final design and development plan, funding costs, the availability of financing
on terms acceptable to us, an prevailing market conditions. As of December 31,
2014, we had incurred expenditure for construction in pregress of approximately
US$1,450.5 million for the development of Swdio City since our acquisition of a
B0% equity interast in SCI.

For the purpose of financing the first phase of Studio City, we offered
the US$825.0 milion Studic City Notes and drew down the term loan of
HKS10,080,460,000 (equivalent to approximately US81.3 billion) wnder the
Studio City Project Facllity, in November 2012 and July 2014, respectively. As
of the date of this annual report, MCE and the SCI minority shareholder have
contributed USE1,250.0 million to the first phase of Studio City in accordance
with the shareholder agreement, including a completion guarantes support cash
of US5225.0 million as required under the Studio City Project Facility.
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In 2013, MCP completed the 2013 Top-up Placement, including the ower-
allotment option on the Philippine Stock Exchange raising approximataly
US$338.5 million in net proceeds. In 2014, MCP completed the issuance of
the Philippine Motes in January 2014 and the 2014 Top-up Placement on the
Philippine Stock Exchange raising approximately US8122.2 million net proceeds
in Jume 2014,

As of December 31, 2014, MCP has incurred construction and fixed asset costs
of USSTE5.9 million, including recognition of assets under the capital lease
abligations. City of Dreams Manila’s grand opening occurred on February 2,
2015.

In August 2014, our Board approved the implementation of a USS500 million
stock repurchase program which, together with the Company's dividend policy,
provides us with an another mechanism to return surplus capital efficienthy
while retaining flexibility to fund our current operations and future development
pipaline. During the year ended December 31, 2014, we repurchased 36,649,344
ordinary shares for U3%300.5 million (including commission cosis) under this
program of which 32,931,528 ordinary shares had been cancelled. Subsequent
to Dacermber 31, 2014, we cancellad 3,717,816 ordinary sharas.

The Company commenced expansion of its retall precinct at City of Dreams,
which is expected to open in the first hall of 2016. The Company has also
commenced the development of the fifth hotel tower at City of Dreams, although
its development plan and schedule is currently under review and may be subject
te change after taking into account a range of factors, including the currant and
axpectad future operating environment in Macau and other potential uses of

cash and future cash flow,

Any other future developments may be subject to further financing and a number
of other factors, many of which are beyond our control,

As of December 31, 2014, we had capital commitments contracted for but not
provided mainly for the construction and acquisition of property and equipmeant
for Studio City, City of Dreams Manila and City of Dreams totaling US$1,065.8
million including advance payments for construction costs of US$107.8 million.
In addition, we have contingent liabilities arising in the ordinary course of
business, For further details for ocur commitments and contingencies, please
rafer to nota 23 to the consolidated financial statements included alsewhare in
this annual repart.

As of December 31, 2014 and December 31, 2013, our gearing ratios (total
indebtedness divided by total assets) were 37.4% and 28.7%, respectively.
Qur gearing ratio increased as of December 31, 2014, primarily as a result of
increased indebtedness from the drawdown of the term lean under the Studio
City Project Facility and the issuance of Philippine Notes, offset by the scheduled
repayments of the term loan under the 2011 Credit Facilities.

An indictment from the Taipel District Prosecutors Office against our Taiwan
branch office and certain of itz employees for alleged viclations of certain Taiwan
banking and foreign exchange laws was recelved in August 2014, In January
2013, the same Prosecutors Office froze cne of our Taiwan branch office’s
deposit accounts in connection with the investigation related to this indictment.
The frozen depesit account had a balance of approximately New Talwan dollar
2.98 billion (equivalant to approximately USS102.2 million) at the time the
account was frozen, We have presented the balance of such deposit account as
nan-current restricted cash in our financial statements. We will vigorously defand

Wt Cy o Ly tabrwasd Limiiosd Srvesal Hoper? #0014 4



Management Discussion and Analysis

any allegations against us, as based on Taiwan legal advice received, we believe
our operations in Taiwan are in compliance with Taiwan laws. As at the date
of this annual report, the indiciment and the legal proceedings would have no
immediate material impact on our business operations or financial position. Wea
are monitoring this case closely and will re-assess the right and accessibility to
the funds if there s any development in the case. We will account for the funds
and provide relevant disclosure as and when appropriate as this case develops.

Each of Melco Crown Macau and Studic City Company Limited has a corporate
rating of "BB" and "BB-" by Standard & Poor's, respectively, and each of MCE
Finance and Studio City Finance has a corporate rating of *Ba3” and *B2” by
Moody's Invesiors Service, respectively. For future borrowings, any decrease in
our corporate rating could result in an increase in borrowing costs.

The Gaming Subconcession

Our subsidiary Melco Crown Macau 5 one of the six companies licensed,
through concessions or subconcessions, to cperate casines in Macau, Melco
Crown Macau executed the subconcession confract with Wynn Macau on
Saptember 8, 2008, Wynn Macau will continue to develop and run hotel
operations and casing prejects independent of curs, Meleo Crown Macau paid a
consideration of US$300 million to Wynn Macau. On September B, 2006, Melco
Crown Macau was granted the right to operate games of fortune and chance or
other games in casinos in Macau, for a period of 16 years until the expiration of
the subconcession on June 26, 2022. Mo further payments need to be made to
Wynn Macau in future operations. The operation of gaming-related activities is
also permitted, subject to the prior approval from the Macau government. Details

47 vl Hepor] 114 s 3w | ot bl L

of the deemed cost and amortization of the gaming subconcession are set out in
note & to the consolidated financial statements included in this annual report.

Human Resources

We had 18,367 and 11,858 employees as of December 31, 2014 and 2013,
raspectively. The following table sets forth the number of employees categorized
by the areas of operations and as a percentage of our workforce as of December
31, 2014 and 2013, Staff remuneration packages are determined taking into
account market conditions and the performance of the individuals concarnad,
and are subject to review from time to time.

As af December 31
2014 2013

Wumber of Percentage Mumibér of Percantaga

Employess of Total Employees of Total

Macha Clubs 750 41% 618 5.2%

Aftira Macau 2428 13.2% 2.264 18.9%

City of Deeams 8244 50.3% 8292 69.5%
Corporate and cantralined

Fanices” 932 51% 43 5.5%

City of Dreams Manila 5013 27.3% 136 1.1%

Total 18,367 100.0% 11,858 100.0%

Mote: {1} Includaes stal for Studia Cify,

We have implementad a number of human resource initiatives cver recent years
for the benefit of our employees and their families. These initiatives include a
unique in-house learning academy, an on-site high school diploma program,
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scholarship awards, as well as fast track promotion training initiatives jointhy
coordinated with the School of Continuing Study of Macau University of Science
& Technology and Macao Technelogy Cemmittes,

We provide defined contribution plans for cur employess and executive officers
in Macau, Hong Kong, the Philippines and certain other jurisdictions,

MACAU

Our Macau employees participate in government-managed Social Security
Fund 3cheme (the “33F Scheme”) operated by the Macau government. We are
reguired to pay a monthly fixed contribution to the SSF Scheme to fund the
beneafits. Our obligation with respect to the 55F Schemea operated by the Macau
government is only to make the required contributions under the scheme.

Wa pravided option for our qualifying employvees in Macau to enrell in voluntary
defined contribution schemes (the *Macau Schemeas®™) operated by us. We
contribute a fixed percentage of the eligible employees’ base salaries or fixed
amount to the Macau Schemes. Cur contributions to the Macau Schemes are
vested to employess in accordance with a vesting schedule with full vesting in
10 years from date of employment. The Macau Schemes were established under
trust with the assets of the funds held separately from those of the Group by
independent trusteas in Macau.

HONG KONG

Our executive officers, Heng Kong employees and certain employess in other
jurisdictions participate in Mandatory Provident Fund Schemes ithe *MPF
Schemes”) operated by us in Hong Kong. We are required to contribute a

selected fixed percentage of the executive officers” and employee's base
salaries to the MPF Scheme, which included our mandatory contribution portion.
The excess of contributions over cur mandatory pertion are ireated as our
voluntary contribution and are vestad to the executive officers and amployes
in accordance with a vesting schedule with full vesting in 10 years from date of
empleyment. Our mandatory contributions te the MPF Schemes are fully and
immadiately vested to the employes once they are paid. The MPF Scheme was
established under trust with the assets of the funds held separately from those of
us by an independent trustee in Hong Kong.

THE PHILIPPINES

Our Philippines employeas participate in government-managed Social Security
System Scheme (the "S55 Scheme”) operated by the Philippines government.
Wa are reguired to pay at a certain percentage of the amployees' relevant
income and met the minimum mandatory requirements to fund the benefits,
Our obligation with respact to the 553 Scheme operated by the Philippines
government is only to make the required coniributions under the scheme.

OTHER JURISDICTIONS

QOur subsidiaries in certain other jurisdiction operate a number of defined
contribution schemes. Contributions to the defined contribution schemes
applicable to each year are made at a certain percentage of the employees'
payroll and met the minimum mandatory reguiraments.

Total contributions made into the defined contributicn plans for the years ended
December 31, 2014, 2013 and 2012 were US$14.8 million, US$8.5 million and
US%5.3 million, respactively.

Wt Cy o Ly tabrwasd Limiiosd Srvesal Hoper? #0014 4



Management Discussion and Analysis

Properties and Development Projects

‘We operate our gaming business at our operating properties in Macau in
accordance with the terms and conditions of our gaming subconcession.
In addition, our existing operating properties and development projects in
Macau are subject 1o the terms and conditions of land concession contracts.
Through MCP, we also operate our gaming business in the Philippines through
the Provisional License issued by PAGCOR on a property which MCE Laisure
Philippines leases from Belle Corporation under a lease agreement dated
Octobar 25, 2012, which became effective on March 13, 2013 (the “Lease
Agresment”).

CITY OF DREAMS

The City of Dreams site s located on two adjacent land parcels in Cotai, Macau
with a combined area of 113,325 square meters (equivalent to approximately 1.2
million square feet). In August 2008, the Macau government granted the land on
which City of Dreams is located to Melce Crown (COD) Developments and Melco
Crown Macau for a period of 25 years, renewable for further consacutive periods
of up to ten years each. A guarantee deposit of approximately MOP3.4 million
[equivalent to approximataly US5$424,000) was paid upon acceptance of the land
laasa tarms in 2008, The initial land premium of approximataly MOPE42.1 million
(equivalent to approximately USE105.1 million) was paid up in full in February
2013. The land grant was amended on September 15, 2010 1o increase the total
davelopable gross floor area at the site to 888,574 square meters (aquivalant
to approximately 7.2 million square feet) and amend the purpose of such area,
which reguired an additional premium in the amount of MOP257.4 million
[equivalent to approximately USS$32.1 million), which was fully paid in March
2010.
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Pursuant to an amendment effective January 2014, the development period
under the land concession contract was extended to the date falling 4 years after
January 29, 2014 (being the publicatien date of the amendment in the Macau
official gazetta) and the hotel to be developed is changed to a fiva-star hotel
areas from a four-star apartment hotel. Such amendment required an additional
land premium of appreximately MOP187.1 million (equivalent to appreximately
US523.3 million) of which MOPT0.0 million (equivalent to approximately US$8.7
millign) were paid to the Macau gowernment, and the remaining amount of
approximately MOP117.1 million (equivalent to approximately U3514.6 million)
were to be paid in four bi-annual installment, with interest accruing at the
annual rate of 5%, the first of which was due and paid in 2014. The governmeant
land use fees were revised to approximately MOPS.9 milion (equivalent to
approximately US$1.2 million) per annum,

During the construction period, we paid the Macau government land use
feas at an annual rate of MOP30.0 (equivalent to approximately US$3.74) per
square mater of land, or an aggregate annual amount of approximataly MOP3.4
million (equivalent to approximately US5424,000). According to the terms of the
revised land concession, the annual government land use fees payable after
completion of development will be approximataly MOP2.8 millien {equivalent to
approximately US51.2 millien). The government land use fee amounts may be
adjusted every five years,

See note 23 to the consolidated financial statements included elsewhere in this
annual report fer information about our future commitments as to government
land use faes for the City of Dreams site.

The equipment utilized by City of Dreams in the casine and hotel is owned by
us and held for use on the City of Dreams site, and includes the main gaming
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equipment and software to support its table games and gaming machine
aperations, cage equipment, security and surveillance equipment, casine and
hotel furniture, fittings and equipment,

ALTIRA MACAU

The Altira Macau site is located on a plot of land in Taipa, Macau of
approximately 5,230 sguare meters (equivalent to approximately 56,295 square
feet) under a 25-year land lease agresment with the Macau government which
is renewable for successive pericds of up to ten years sach. In March 2008, the
Macau government granted the land on which Altira Macau is located to Altira
Develepments. The land premium of approximately MOP149.7 million (equivalent
to approximately USS18.7 million) was fully paid in July 2008, a guarantes
deposit of approximately MOP157,000 (equivalent to approximately US$20,000)
was paid upon acceptance of the land lease terms in 2006 and government
land use fees of approximately MOP1.4 million (equivalent to approximately
US5171,000) per annum are payable. The amounts may be adjusted every five
years as agreed between the Macau government and us using applicable market
rates in effect at the time of the adjustment.

Pursuant te an amendment to the land concession effective December 2013,
the total gross floor area of Altira Macau was increased from approximately
95,000 sguare meters (equivalent to approximately 1,022,600 square feet) to
approximately 103,000 square meters (equivalent to approximately 1,108,700
square feat), to reflect the construction plans approved by the Macau
government and to enable final registration of the land concession. Such
amendment required an additional land premium of approximately MOP19.6
million (equivalent to approximatety US$2.4 million) which was paid to the Macau
government in 2013. The amendment also resulted in a revised government

land use fees of approximately MOP1.5 milion [equivalent to approximately
US5188,000) per annum,

Sea note 23 to the consolidated financial stataments included elsewhers in this
annual report for information about our future commitments as to governmeant
land use fees for the Altira Macau site,

The aquipment utilized by Altira Macau in the casing and hatel is owned by
us and held for use on the Altira Macau site and includes the main gaming
equipment and software to support its table games and gaming machine
operations, cage equipment, security and surveillance equipment and casino,
hotel furniture, fittings, and equipment.

MOCHA CLUBS

Maocha Clubs operate at premises with a total floor area of approximately 89,400
square feet at the following locations in Macau:

Gaming Area
Mocha Club Opening Month Location {in square feef)
Ryl Saplember 2003 G/F and 1/F of Hotel Royal B.450
Taipa Square January 2005 G/F. 1/F and 2F of 9,200
Hotel Taipa Square
Sintra Movember 2005 GF and 1/F of Hotel Sintra 5,000
Mocha Altira Decembar 2008 Lewel 1 of Altira Macau 2950
Macau Tower Saptember 2011 LGF and GF of Macau Tower 21,500
Golden Dragen January 2012 G \F, 2F and 3F of 20,500
Hotel Gelden Dragon
Imner Harbor Decembar 2013 Ho 2B6-312 Seaside New Street 12,800
Kugng Fat dune 2014 Macay, Rua de Pequim No. 174, 9,000
Centro Comencial Kuong Fat
Cave A
Total B0 400
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Premises are being operated under lease, sublease or rights to use agreements
that expire at various dates through June 2022, which are renewable upon
reaching an agreement with the owners,

In addition to leasshold improvements to Mocha Club premises, the onsite
equipment utilized at the Mocha Clubs is cwned and held for use to support the
gaming machines operations.

STUDIO CITY

Studio City's site is on a plot of land of 130,789 square meters (equivalent
to approximately 1.4 milion square feet) In Cotal, Macau and has a gross
construction area of approximately 7.6 milion square feet (equivalent to
approximately 707,078 square meters). The gross construction area for the
first phase is approximately 5.2 million square feet (equivalent to approximately
477,336 square meters). Under the Studio City land concession contract, the
land premium is approximately MOP1,425.3 million {equivalent to approximately
USS177.9 milien), of which approximately MOP1,230.0 million [equivalent to
approximately US$153.5 million) was paid as of December 31, 2014, and the
remaining MOP185.3 million {equivalent to approximately US$24.4 million),
bearing interast at 5% per annum has Deen pald in January 2015, Under the
Studio City land concession contract, Studio City Developments has also
paid a guarantees deposit in the total amount of MOPT.4 million (equivalent to
approximately US%0.9 million). Currently, the development period under the land
concassion contract is for 72 months from July 25, 2012,

The Studio City land concession contract, as amended by Dispatch of the
Secretary for Transportation and Puble works ne. 31/2012, of July 19, 2012,
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permits Studic City Developments to build a complex comprising a five-star
hotel, a facility for cinematographic industry, including supporting facilities for
entertainment and tourism, parking and free area,

See note 23 to the consolidated financial statements included elsewhere in this
annual report for information about our future commitments as to government
land use fees for the Studio City site.

CITY OF DREAMS MANILA

City of Dreams Manila site is located on a reclaimed land (*Project Reclaimed
Land"). The Project Reclaimed Land was originally acquired by an entity known
as A 1 Consortium from the Philippine Public Estates Authority (*PEA”). This
acquisition occurred in 1995 as part of the R 1 Consortium’s compensation for
the construction of PEA's Manila-Cavite Coastal Road project. R 1 Consortium
conveyed all its interest to the Project Reclaimed Land in favor of two entities
in 1995, These two entities later merged with Belle Bay City Corporation
("Belle Bay"), which is 34.9% owned by Belle Corporaticn, being one of the
Philippine Parties, with Belle Bay becoming the surviving entity and owner
af the Project Reclaimed Land. Belle Bay was dissolved in 2005 and is still
undergoing liquidation. The Project Reclaimed Land was allscated to Belle
Corporation as part of Belle Bay's plan of dissolution. Belle Gorporation has
exercised possession and other rights over the Project Reclaimed Land since
this allocation. In 2005, Belle Corporation transferred a portion of the Project
Reclaimed Land to the Philippine Social Sacurity System. Then in 2010, Bella
Corporation and the Social Security System entered inte a lease agreement for
that portion,
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MCE Lweisure Philippines does not own the land or the buildings comprising
the site for City of Dreams Manila. Rather, MCE Leisure Philippines leases the
Project Reclaimed Land and bulldings frem Belle Corporation under the Lease
Agraement. Part of the land covered under the Lease Agreement is leased by
Balle Corporation from the Social Security System under the lease agreement
between Belle Corporation and the Social Security System in 2010,

OTHER PREMISES

Taipa Sgquare Casing premises, ncluding the fit-cut and gaming related
equipment, are located on the ground floor and level one within Hotel Taipa
Square in Macau and having a floor area of approximately 1,760 square meters
{equivalent to approximately 18850 square feet). We operate Taipa Square
Casino under a right-to-use agreement signed on June 12, 2008 with the owner,
Hotel Taipa Square (Macao) Company Limited. The term of the agreement is
one year from the date of execution and is automatically renewable, subject
to certain contractual provisions, for successive periods of one year under the
same terms and conditions, until June 26, 2022,

Apart from the aforesaid property sites, we maintain varicus offices and storage
lecations in Macau, Hong Keng and the Philippines. We lease all of our office and
storage premises. We used to own five units located at Golden Oragon Centre
{formerly known as Zhu Kuan Building) in Macau, These five units have a total
area of 839 square meters (equivalent to approximately 9.029 square fest). The
five units were purchased by MPEL Properties (Macau) Limited, our subsidiary,
for approximately HKST2.7 million (equivalent to approximataly USS10.2 million)
in August 2008. On February 18, 2014, we sold these five units for HK$240.0

million {equivalent to approximately US$30.8 million). After the sale, we continue
to cccupy and use the relevant units as our recruitment center under a short-
term tenancy agreement with the new owner for a term of two years.

Achievements and Awards

Cwring the year ended December 31, 2014, Melco Crown Entartainment has not
only focused on executing its business development strategy to strengthen its
leading position within the industry, but also has continued its efforts in achieving
the highest standards of corporate governance and good corporate citizenship
to ensure sustainable growth and create a better envirenment for the community
that it serves. As a result, the Company has garnered numerous prestigious
awards for its considerable accomplishmants.

Continuous Pursuit of Excellence

In 2014, Melco Crown Entertainment was included for the second consecutive
year on the Forbes Asia's “Fabulous 507 list, ranking the best big companies in
the region. In recognition of its centinuous operational excellence, the Company
captured the *Outstanding Company Award” from Corporate Governance Asia
magazing, and the “Best VIP Room of the Year™ award from International Gaming
Awards.

Mr. Lawrence Yau Lung Ho, Co-Chairman and Chief Executive Officer of Melco
Crown Entertainment, has once again been salected by Corporate Governance
Asia magazine as the "Best CEQ" and the *Asian Corporate Director of tha Year®.
He has alse been selected by FinanceAsia magazine as one of the *Best CEOs in
Heng Keng® for the fifth time in the past six years,
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Prestigious Honors for our World-Class Lodging and Entertainment Offerings

Raflecting the Company's success in delivering a luxurious hospitality
axperiencea, for the fifth consecutive year, Altira Macau earned the *Forbes 5-Star
Award for Lodging” as well as the “Forbes 5-Star Award for Spa” for Altira Spa
from Forbes Trave! Guide in 2014, Crown Towers at City of Dreams was the first
hatel in Macau to be awarded the Forbes 5-Star Awards by Forbes Travel Guide
for its hotel, spa and all of its restaurants, namely Jade Dragon and The Tasting
Room, last year,

The Company prides itself in its supreme fine-dining experiences, and has
received numercus medals In the FHA Culinary Challenge in 2014, which s
the region’s most prestigious international culinary competition dedicated ta
the promotion of culinary excellence. With a dream team of outstanding chefs,
both The Tasting Room and Jade Dragon at City of Dreams earned a Michelin
1-Star in Michelin Guide Hong Kong and Macau. Apart from Jade Dragon and
The Tasting Room, Aurora at Altira Macau was alse recognized as Forbes 5-Star
restaurant in Forbes Travel Guide, while Tenmasa and Ying were certified as
Forbes 4-Star restaurants. In addition, Tenmasa, Aurora and The Tasting Room
all made it onto the “China's Wine List of the Year® in 2014,

Corporate Social Responsibility to Create a Betier Society

Meleo Crown Entertainment’s commitment to the betterment of the society
and a sustainable future for the next generation is sean in green initialives and
proactive community outreach to positively impact on important social issues
and ultimataly improve the lives of the community in which it cperates.
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For its high standards and dadicated efforts in promaoting corporate social and
environmental practices, the Company was honored with the “Best CSR Award”
in Asiamoney magazine's Corporate Governance Poll 2014, the "Caridade Sccial
Award 2014° from the Macau Association of Chinese Youmg Entrépreneurs
and the Youth Committee of the Macac Chamber of Commerce, and the
“Qutstanding Award — Environmental Perfermance” in the Macau Business
Awards 2014. City of Dreams also attained *IS0 14064 Greenhouse Gas (GHGE)
Emissions Inventories and Verification™ certification from SGS Heng Kong
Lirmited. It has also garnered the*Best Environmental Responsibility” award from
Corporate Governance Asia.

Melce Crown Entertainment has always strived o attain the highest quality of
managemant leadership, operational excellence and corporate governance whils
conscientiously fulfilling its corporate social responsibilities. These awards are
encouraging recognition from the industry and the public for the Company's
dedication and its relentless efforts in not only building its business, but also
working for a batter community and environmeant for the greater good of scciaty
and its stakeholders.
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Directors
Mr. Lawrence Yau Lung Ho (aged 38)
Executive Director (Co-Chairman and Chief Executive Officer)

Mr. Lawrence Yau Lung Ho was appointed as owr executive Director on
December 20, 2004 and has served as cur co-chairman and chief executive
officar since December 2004, Since November 2001, Mr. Ho has also served as
the managing director and, since March 2008, the chairman and chief executive
officer of Melco. Mr. Ho has also been appointed as the chairman and non-
axecutive director of Summit Ascent Holdings Limited. a company listed on the
Main Board of the Stock Exchange, since July 10, 2013,

As a member of the Mational Committee of the Chinese People's Political
Consultative Conference, Mr. Ho also serves on numersus boards and
committees of privately held companies in Hong Kong, Macau and mainland
China. He is a member of the Board of Directors, member of the Executive
Committes, and a vice patron of The Community Chest of Hong Kong: mambar
of Science and Technology Council of the Macau SAR Government, membar
of All China Youth Federation;, member of Macau Basic Law Promotional
Association; chairman of Macau International Woluntears Association; mambar
of the Board of Governors of The Canadian Chamber of Commerce in Hang
Kang; honorary lifetime director of The Chinese General Chamber of Commearce
of Hong Kong; honorary Patron of The Canadian Chamber of Commerce in
Macaa: honorary president of Association of Property Agents and Real Estate
Developers of Macau and director Executive of Macao Chamber of Commerce.

In recognition of Mr. Ho's excellent directorship and entrepreneurial spirit,
Institutional Investor honored him as the "Best CEQ® in 2005. He was also
granted the “5th China Enterprise Award for Creative Businessmen® by the
China Marketing Association and China Enterprise News, *Leader of Tomormow™
by Hong Kong Tatler and the “Directors of the Year Award” by the Hong Kong
Institute of Directors in 2005,

As a sccially-responsible young entrepreneur in Hong Kong, Mr. Ho was selected
as one of the “Ten Outstanding Young Persons Selection 2006°, organized by
Junior Chamber Intarnational Hong Kong. In 2007, he was elected as a finalist
in the *Best Chairman® category in the “Stevie International Business Awards™
and one of the “100 Most Influential People acress Asia Pacific® by Aslamoney
magazine. In 2008, he was granted the “China Charity Award”™ by the Ministry of
Civil Affairs of the People's Republic of China. And in 2009, Mr. Ho was selected
as one of the “China Top Ten Financial and Intelligent Persons® judged by a
panal lad by the Beijing Cultural Development Study Institute and Fortune Times,
and was named "Young Entrepreneur of the Year™ at Hong Kong's first Asia
Pacific Entreprenewrship Awards.

In 2014, Mr. Ho was salected by FinanceAsia magazine as one of the "Best
CECs in Hong Kong™ for the fifth time, He was also awarded “Asia's Best CEQ™
at the Asian Excellence Awards by Corporate Governance Asia magazine for
the third time, and was honored as one of the recipients of the Asian Corporate
Director Recognition Awards for three consecutive years in 2014,

Mr. Ho graduated with a Bachelor of Arts degree in commerce from the
University of Toronto, Canada in June 1888 and was awarded the Honorary
Doctor of Buginess Administration degree by Edinburgh Napler University,
Scotland in July 2009 for his contribution to business, education and the
community in Hong Keng, Macau and China.
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Mr. James Douglas Packer (aged 47)

MNon-executive Director {Co-Chairman)

Mr. James Douglas Packer was appointed as our non-executive Director
on March 8 2005 and has served as our Co-Chairman since March 2005.
Mr. Packer is the chairman of Crown, an operator of casinos and integrated
resorts, having been appointed on its formation in 2007, and a member of
the Crown Investment Committee since February 2008. Mr. Packer is also the
chairman of Consolidated Press Holdings Pty Limited {the largest shareholder
of Crawn), having been appointed in January 2006. Mr. Packer is a director of
Crown Melbourne Limited, & casing and integrated resort operator, having been
appointed in July 1999, and Burswood Limited, a casino and integrated resort
operator, having bean appointed in September 2004, His previous directorships
include Challenger Limited (formerly called Challenger Financial Services Group
Limitad) from Movember 2003 to September 2008, SEEK Limited from October
2003 to August 2009, Sunland Group Limited from July 2006 to August 2009, Ten
Netwaork Holdings Limited from December 2010 to March 2011, Ellerston Capital
Limited from August 2004 to August 2011 and Consolidated Media Holdings
Limited from December 2007 to November 2012,
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Mr. John Peter Ben Wang (aged 54)
Non-executive Director

Mr. John Peter Ben Wang was appointed as our non-executive Director on
Movember 21, 2008. Mr. Wang is currently the deputy chairman and executiva
director of Summit Ascent Holdings Limited (*Summit Ascent”), a company listed
on the Stock Exchange, and before that, he was the chairman af Summit Ascent
fram March 2011 to July 2013. He previously held non-executive directorships
in MelcolLot Limited, Oriental Ginza Holdings Limited, China Precious Metal
Resources Haldings Co., Ltd., and Anxin-China Holdings Limited, companias
listed on the Stock Exchange. Mr. Wang was the chief financial officer of Melco
from 2004 to September 20089. Prior to joining Melco in 2004, he had over
18 years of professional experience in the securities and investment banking
industry. He was the managing director of JS Cresvale Securities International
Limited (HK) from 1928 to 2004 and prior to 1998, he worked for Deutsche
Morgan Grenfell (HK), CLSA (HK), Barclays (Singapore), 5G Warburg (London),
Salormon Brothars (London), the London Stock Exchange and Deloitte Haskins
& Sells {London). Mr. Wang qualified as a chartered accountant with the Institute
of Chartered Accountants in England and Wales in 1985. He graduated from the
University of Kent at Canterbury in the United Kingdom with a bachelor degrea in
accounting in July 1982,
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Mr. Glarence Yuk Man Chung (aged 52)
Non-executive Director

Mr, Clarence Yuk Man Chung was appeinted as our non-executive Director on
MNovemnber 21, 2006. Ha has also bean an executive director of Malco since May
2006. He joined Melco in December 2003. Mr. Chung has served as a director
of Medeo Leisure since 2008, Belore joining Melco, he has more than 25 years
of experience in the financial industry in various capacities as a chief financial
officer, an investment banker and a merger and acquisition specialist. He was
named one of the "Asian Gaming 50" far multiple years (including year 2013)
by Inside Asian Gaming magazine, Mr. Chung has been the chairman and chief
executive officer of Entertainment Gaming Asia Inc., a company listed on the
NASDAC Capital Market, since August 2008 and October 2008, respectively.
Mr. Chung has been the chairman and president of MCP a company listed
on the Philippine Stock Exchange, since December 2012, Mr. Chung has also
been appeinted as a director of a number of our subsidiaries incorporated in
various diffarent jurisdictions. Mr. Chung obtained a master's dagrea in business
administration from the Kellogg School of Management at Morthwestern
University and The Hong Kong University of Science and Technology and is
a member of the Hong Kong Institute of Certified Public Accountants and the
Institute of Chartered Accountants in England and Wales,

Mr. William Todd Nisbet (aged 47)

Non-executive Direclor

Mr, William Todd Misbet was appointed as our non-executive Director on October
14, 2009. He is also a Director of Studie City Intarnational Holdings Limited and
has been appointed as a director of MCF, a company listed on the Philippina
Stock Exchange, since December 2012, In addition, Mr. Nisbat has alse baen
appointed as a director of a number of our subsidiaries incorporated in various
different jurisdictions. Mr. Nisbet joined Crown, an operator of casinos and
integrated resorts, in 2007. In his role as Executive Vice President — Stratagy
and Development at Crown, Mr. Misbet is responsible for all development and
new business opportunities for Crown. Prior to joining Grown, Mr. Nisbat was
one of the original founding members of the Wynn Resorts management team
halding the position of Executive Vice President — Project Director from August
2000 threugh July 2007 for Wynn Design and Development, a developmaent
subsidiary of Wynn Resorts Limited ("Wynn™), an operator of casinos and
intagrated resorts. Serving this rale with Wynn, Mr. Nisbet lad the development
efforts for Wynn Resorts in both Las Vegas and Macau. Prior to joining Wynn,
Mr. Misbet was the vice president of operations for Marnell Corrac Associates.
Dwuring Mr. Misbet's 14 years at Mamell Corrac from 1986 to 2000, he was
responsible for managing varlous aspects of the construction of some of Las
Vegas' most elaborate and industry-defining properties. Mr. Nisbet obtained a
bachelor of science degree in Finance from the University of Nevada, Las Vegas
in 1993,
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Mr. Rowen Bruce Craigie (aged 59)
MNon-executive Director
Mr. Rowen Bruce Craigie was appointed as our non-executive Director on March

8, 2005. Mr. Craigie has also been appointed as a director of our subsidiaries in
wvarious diffarent jurisdictions.

Mr. Craigie is the Chief Executive Officer and Managing Director of Crown,
an oparator of casinos and integrated resorts, having been appointed on its
formation in 2007. Mr. Craigie is also a director of Crown Melbourna Limited,
a casino and integrated resort operator, having been appeinted in January
2002, and Burswood Limited, a casino and intagrated resort operator, having
been appoginted in September 2004. Mr. Craigie previously served as the Chief
Exacutive Officer of PBL Gaming from 2005 to 2007 and as the Chiel Executlive
Officer of Crown Melboume Limited from 2002 to 2007.

Mr. Craigie joined Crown Melbourne Limited in 19893, was appeinted as the
Executive General Manager of its Gaming Machines department in 1396,
and was promotad to Chief Operating Officer in 2000. Prior to joining Crown
Melbourne Limited, Mr. Craigie was the Group General Manager for gaming at
the TAB in Victoria from 1830 to 1993, and held senior economic policy positions
in Treasury and the Department of Industry in Victoria from 1984 to 1990,

Mr. Craigie is a member of the Australian Commonwealth Government's Trade
and Investment Policy Advisory Council (TIPAC) and is Prasident of Casinos and
Resorts Australasia. He oblained a bachelor of economics (henors) degree from
Monash University, Malbourne, Australia in 1976,
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Mr. James Andrew Charles MacKenzie (aged 61)

Independent Non-executive Direclor

Mr. James Andrew Charles MacKenzie was appointed as an independent non-
executive Director on April 24, 2008 and was appointed as an independent
non-executive director of MCPF, our subsidiary listed on the Philippine Stock
Exchange on December 19, 2012. He is the chairman of cur audit committes and
also serves as the MCP audit committes chalrman and as a member of MCP's
nominating and corporate governance committes and compensation committes.
Mr. MacKenzie was appointed as the chairman of ShineWing Australia on
February 1, 2015, He has extensive experience as a company director, having
hald a number of directorships including, director and co-vice chairman of
Yancoal Australia Limited, from Jume 2012 to April 2014, non-executive director
and chairman of Mirvac Group from Nevember 2005 to January 2014 and
Movember 2005 to Movember 2013 respectively, and non-executive director and
chairman of Pacific Brands Limited from May 2008 to May 2013 and May 2008 to
May 2012 respectively. He led the transformation of the Victorian Government's
Paersonal Injury Schames from 2000 to 2007. Prior to 2005, Mr. MacKenzia held
senior executive positions with ANZ Banking Group, Standard Chartered Bank
and Morwich Union ple. and was a partner in both the Melbourne and Hong
Kong offices of an internaticnal accounting firm now part of Deloitte. In 2001, Mr.
MacKenzie was awarded the Australian Centenary Medal for services to public
administration. He obtained a bachalor of business (accounting and quantitative
methods) degrea from the Swinburme University of Technology in 1974, Mr
MacKenzie has been a Fellow of both the Ingtitute of Chartered Accountants in
Australia and the Australian Institute of Company Directors since 1974 and 1994,
respectively.
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Mr. Thomas Jefferson Wu (aged 42)
Independent Non-executive Direclor

Mr. Thomas Jefferson Wu was appointed as an independent non-executive
Diractor on December 18, 2006. He is also the chairman of our compensation
committes, and a member of our audit committes and nominating and corporate
governance committes. Mr. Wu has been the managing director of Hopawell
Heldings Limited, a business conglomerate listed on the Stock Exchange,
since October 2009. He has served in various roles with the Hopewell Heldings
group since 1989, including group controller from March 2000 to June 2001,
executive director since June 2001, chief operating officer from January 2002
to August 2002, deputy managing directar from August 2003 to June 2007 and
co-managing director from July 2007 to September 2009, He has served as the
managing director of Hopewell Highway Infrastructure Limited since July 2003,

Mr, Wu graduated with high honors from Princeton University in 1994 with a
bachelor of science degrea in Mechanical and Asrospace Engineering. He then
worked in Japan as an engineer for Mitsubishi Electric Corporation for three
years before returning to full-time studies at Stanford University, where he
abtained a master of business administration degree in 1998,

Mr. Wu is active in public service in both Hong Kong and Mainland China,
He serves in & number of advisory roles at different levels of government, In
Mainland China, he is a member of the Heilongjiang Provincial Committee of the
11th Chinase Paople's Political Consultative Conferance, a Standing Committas
member and a member of the Huadu District Committee of The Chinese Pecple's
Political Consultative Conference, amang other public service capacities.

In Hong Keng, Mr. Wu's majer public service appoiniments include being a
member of the Hong Kong Government's Standing Committee on Disciplined
Services Salaries and Conditions of Service and a member of its Steering
Committea on the Promotion of Electric Vehiclas, the Vice Patron of the
Cemmunity Chest of Hong Kong, a member of Hong Kong Tourism Board, as
well as a member of the Board of Directors of the Hang Kong Sports Institute
Limited and the Asian Youth Orchestra Limited. He is also a member of the
Business School Advisory Council of The Hong Kong University of Science and
Technalogy. Praviously, he was a council member of The Hong Kong Pelytechnic
University and the Hong Kong Baptist University, a member of the Court of The
Heong Kong University of Science and Technology.

In addition to his professional and public service engagements. Mr. Wu ks mostly
known for his passion for ice hockey, as well as the sport's development in Hong
Kong and the region. Ha is the vice president (Asia’Oceania) of International lce
Hockey Federation, the co-founder and chairman of the Hong Kong Amateur
lce Hockey Club and the Homg Kong Academy of Ice Hockey, as well as the
Chairman of Heng Kong lee Hockey Officials Association. He is also the honorary
president of the Hong Kong lce Hockey Association — the national sports
association of ice hockey in Hong Kong, the vice-president of the Chinese Ice
Hockey Association, honorary president of the Macau lce Sports Federation and
honorary chairman of the Ice Hockey Association of Taipel Municipal Athletics
Federation.

In 2006, the World Economic Forum selected Mr Wu as a “Young Global
Leader.” He was also awarded the "Directors of the Year Award" by the Hong
Kong Institute of Directors in 2010, the “Asian Corporate Director Recognition
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Award™ by Corporate Governance Asia magazine in 2011, 2012 and 2013, and
named the “Asia's Best CEQ (Investor Relations)” in 2012, 2013 and 2014,

Mr. Alec Yiu Wa Tsui (aged 65)
Independent Non-executive Director

Mr. Alec Yiu Wa Tsui was appointed as an independent non-executive Director
on December 18, 2006, He is the chairman of our nominating and corporate
governance committes, a mamber of our audit committee and a member of
our compensation commitiee. Mr. Tsul has extensive experience in finance
and administration, corporate and strategic planning, information technalagy
and human resources management, having served at varicus international
companies. He held key positions at the Securities and Futures Commission
of Hong Kong from 1989 fo 1983, joined the Stock Exchange in 1994 as an
axecutive director of the finance and operations services division and was its
chief executive from Fabruary 1987 to July 2000, He was also the chief operating
officer of Hong Kong Exchanges and Clearing Limited from March to August
2000. He was the chairman of the Hong Kong Securitias Institute from 2001 to
2004, He was a consultant of the Shenzhen Stock Exchange from July 2001
te June 2002, Mr. Tsui was an independent non-executive director of sach of
China BlueChemical Limited from April 2006 to June 2012 and China Chengtong
Development Group Limited from March 2003 to November 2013, all of which
are companies listed on the Stock Exchange. Mr. Tsui has been the chairman
of WAG Worldsec Corporate Finance Limited since 2006 and a director of
Industrial and Commercial Bank of China (Asia) Limited since August 2000.
He is also an independent non-executive director of a number of companies
listed on the Stock Exchange, NASDAQ, the Shanghai Stock Exchange and the
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Philippine Stock Exchange, including COSCO International Holdings Limited
gince 2004, China Power International Development Limited since 2004, Pacific
Cnline Limited since 2007, ATA Inc. since 2008, China Qilfisld Services Limited
sinca 2009, Summit Ascent Holdings Limited since March 2011 and MCP since
December 2012 and Kangda International Environmental Cempany Limited since
July 2014, Mr. Tsui graduated from the University of Tennessee with a bachelor's
degree in industrial engineering in 1875 and a master of engineering degree in
1976, He complated a program for senior managers in gevernment at the John F
Keannedy School of Government at Harvard Univarsity in 1993,

Mr. Robert Wason Mactier (aged 50)
Indfependent Non-executive Direclor

Mr. Robert Wason Mactier was appointed as an independent non-executive
Director en December 18, 2006, He is a member of our compensation committes
and nominating and corporate govermance committas. Mr. Mactier jeined the
board of directors of STW Communications Group Limited, a publicly listed
Australian communications and adwerlising company, in Dacember 2006
and became its independant non-executive chairman in July 2008, He was a
non-executive directer of Aurora Community Television Limitad from 2005 to
2012, Since 1930, Mr. Mactier has held a wariety of executive roles across the
Australian investment banking and securities markets. He has been a consultant
to UBS AG in Australia since Jume 2007. From March 1997 to January 2008,
Mr. Mactier worked with Citigroup Pty Limited and itz predecessor firms in
Australia, and prior to this he worked with E.L. & C. Ballieu Limited from
November 1984 to February 1997 and Ord Minnett Securities Limited from
May 1990 te October 1994, During this time, he has gained broad advisory and
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capital markets transaction experience and specific industry expertise within
the telecommunications, media, gaming, entertainment and technology sectors
and across the private equity sectors. Prior to joining the investment banking
industry, Mr. Mactier gualified as a charterad accountant im 1987, working
with KPMG from January 1986 to April 1990 across thelr audit, management
consulting and corporate finance practices. He obtained a bachelor’s degree
in economics from the University of Sydney, Australia in 1988 and has been a
Mamber of the Australian Instituta of Company Directors since 2007,

Senior Management
Mr. Geoffrey Stuart Davis (aged 46)
Executive Vice President and Chief Financial Officer

Mr. Geofrey Stuart Davis i our execulive vice president and chief financial
officar and he was appointed to his current role in April 2011, Prior to that,
he served as our depuly chief financlal officer from August 2010 to March
2011 and our senior vice president, corporate finance from 2007, when ha
jeined our Company, Prior 1o jeining us, Mr. Davis was a research analyst for
Citigroup Investment Research, where he covered the U.S. gaming industry
from 2001 to 2007. From 1996 to 2000, he was the vice president of corporate
communications for Park Place Entertainmaent, the largest gaming company in
the world at the time. Park Place was spun off from Hilton Hotals Corporation
and subsequently renamed Caesars Entertainment. Mr. Davis has been a CFA
charter holder sinca 2000 and obtained a bachalor of arts from Brown University
in 1991,

Ms. Stephanie Cheung (aged 52)
Executive Vice President and Chief Legal Officer

Mz, Stephanie Cheung is our executive vice president and chief legal officer and
sha was appointed to her current role in Decembear 2008. Prior to that, she held
the title of general counsal from Movember 2008, when shea joined our Company.
Sha has acted as the secretary to our Board since she joined our Company. Prior
to joining us, Ms. Cheung was an of counsel at Troutman Sanders from 2004 to
2006 and prior to that she practiced law with various international law firms in
Heng Kong, Singapore and Toranto. Ms. Cheung graduated with a bachelor of
laws degree frem Osgocds Hall Law School in 1986 and a master's degree in
business administration from York Univarsity in 1994, Ms. Cheung is admitted as
a solicitor in Ontario, Canada, England and Wales, and Hong Kong.

Ms. Akiko Takahashi (aged 61)

Executive Vice President and Chief Human Resources/Corporate Social
Responsibility Officer

Ms. Akike Takahashi i our executive vice president and chief human resources’
corporate social responsibility officer and she was appointed to her current
role in December 2008, Prior to that, she held the title group human resources
director from December 2006, when she joined our Company. Prior to joining us,
Ms, Takahashi worked as a consultant in her own consultancy company from
2003 to 2006, whera sha conducted *C-level” axecutive searches for clients and
assisted with brand/service culture alignment for a luxury hotel in New York City,
and where her last engagement prior to joining our Company was to lead the
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human rescurces integration for the largest international hospitality jeint venture
in Japan between InterContinental Hotels Group and ANA Hotels. She was the
global group director of human resources for Shangri-la Hotels and Resorts,
an international luxury hotel group headgquartered in Hong Kong, from 1885 to
2003. Between 1993 and 1995, she was the senior vice president of human
resources and service quality for Bank of America, Hawaii, FSB. She served as
regional human resources manager for Sheraton Hotels Hawaii’Japan from 1885
to 1993, She started her hospitality caraer as a training manager for Halekulani
Hotel. She bagan her carear in the fashion luxury retail industry in merchandising,
operatlons, training and human resources. Ms. Takahashi attended the University
of Hawaii.

Mr. Ying Tat Chan aka Ted Chan (aged 43)
Chief Operating Officer

Mr. Ying Tat Chan aka Ted Chan is our chief operating officer and hea was
appointed to his current role in February 2012, Mr. Chan oversees all business
units of our Group. Previously, since September 2010, he was our co-chief
operating officer, gaming and before that he served as president of Altira
Macau from Movemnber 2008, Prior to his appointment as president of Altira
Macau, between 1998 and 2008, Mr. Chan held senior executive roles with
First Shanghai Financial Holding Limited, Melco, Mocha Clubs and Amax
Entertainment Holdings Limited. He graduated with a bachelor's degree in
business administration from the Chinese University of Hong Kong in 1995 and
with a master's degree in financial management under a long distance leamning
course from the University of London, the United Kingdom in 1888,
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Ms. Constance Ching Hui Hsu (aged 41)
General Manager of Altira Macau

Ms. Constance Ching Hul Hsu is our general manager of Altira Macau, and she
was appointed to her current role in December 2013, Ms. Hsu has worked for
Mocha Clubs since September 2003. She was Mocha Club’s former financial
controller from September 2003 to Seplember 2008, cverseeing finance,
freasury, audit, legal compliance, procurement and administration and human
resources functions, its chief operating officer from December 2006 to Movember
2008 and its president from December 2008 to December 2013, in-charge-
of the overall business of Mocha Clubs. Ms. Hsu obtained her bachelor of arts
degrea in business administration with major in accounting in 1997 from Seattle
University and a master's degree in business administration (with concentration
on financial services) from The Hong Kong University of Science and Technology
in 2002 and a doctorate degree in economics from Beijing Normal University
in 2013. Ms. Hsu was qualified as a Cerlified Public Accountant in the state
of Washington, United States in 1998, a member of the American Institute of
Certified Public Accountants in 1999, and an associate member of the Hong
Kong Institute of Certified Public Accountants in 2001.

Mr. Jaya Jesudason (aged 73)
Executive Vice Prasident, Construction and Design

Mr. Jaya Jasudason is our executive vice prasident, construction and design. Ha
joined our Company in 2007 as Project Director for the completion of the City of
Dreams Project. Prior to that, he worked at Kowloon-Canton Rallway Corperation
as a genaral manager of the wast rail project and other rail projects. He was also
a divisional manager for the Hong Kong airport project of the Hong Kong Airport
Autherity.
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The Directors are pleased to present their report with the audited consolidated
financial statements of ocur Company and our Group for the year ended
December 31, 2014,

Principal Activities

Our Company and our Group are a developer, owner and operator of casino
gaming and entertainment resort facilities in Asia. Owr Company is a holding
company and through owr principal subsidiaries owns and operates City of
Dreams, Ajtira Macau and Mocha Clubs and is in the process of developing
Studio City, a cinematically-themed integrated entertainment, retail and gaming
resort in Cotal, Macau. In the Philippines, our subsidiary, MCP has its common
sharas listed on the Philipping Stock Exchange under the stock code of “MCP™,
through its subsidiaries, currently cperates and manages City of Dreams

Mania, a casino, hotel, retail and entertainment |I‘lt!ﬂl‘3|bd rasorl within the
Entertainment City cemplex in Manila, which apened in Dacember 2014,

The principal activities of our subsidiaries are set out In note 32 to the
consolidated financial statements included in this annual report.

Financial Results

The results of our Group for the year ended December 31, 2014 are set out in
the consalidated statements of operations on pages 109 and 110 of this annual
report.

Dividends

On February 25, 2014, cur Board adopted a new dividend policy, under which,
subject to our capacity to pay from accumulated and future earnings and the
cash balance and future commitments at the tme of declaration of dividend,
we intend to provide our Shareholders with quarterly dividends in an aggregate
amount per year of approximately 30% of our annual consolidated net income
attributable to Melco Crown Entertainment.

On April 16, 2014, we pald a special dividend of US$0.1147 per Share to our
Shareholders. On June 6, 2014, September 4, 2014 and December 4, 2014,
we paid quarterly dividend of US50.0431 per Share, US50.0259 per Share and
US$0.0239 par Share, respectively, to our Shareholders. On February 12, 2015,
the Board declared a quarterly dividend of US$0.0171 per Share which was paid
to cur Shareholders on March 16, 2015,

The Board does not recommend the payment of a fimal dividend for the year
ended December 31, 2014 (2013: Nl

Properties and Development Projects

Details of our properties and development projects are set out in the
“Management Discussion and Analysis — Properties and Development Projects™
section and notes 5, 8 and 23 to the consolidated financial statements ncluded
in this annual report.
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Share Capital and Share Options

Detailz of movements in the share capital of cur Company during the year are
set out in the consolidated statements of shareholders’ equity on page 112 and
113 of this annual report. Details of movements in share options of cur Company
during the year are sat out in note 18 to the consolidated financial stataments
included in this annual report,

Summary Financial Information

A summary of the published results and assats, liabilities and noncontrelling
interests of our Group for the last five financial years, as extracted from the
audited consolidated financial statements, is set out on page 224 and 225 of
thiz annual report. This summary does not form part of the audited consolidated
financial statements.

Reserves

Saction 34(2) of the Companies Law (as amended) of the Cayman Islands
provides that, subject to the provisions of our Articles, the share premium
account of our Company may be applied to pay distributions or dividends to
Shareholders provided that immediately following the date the distribution or
dividend is proposed to be paid, our Company is able to pay our debts as they
fall due in the ordinary course of business. The share premium included in the
additional paid-in capital of cur Company as of December 31, 2014 and 2013
amountad to approximately US$2.3 billion and US52.6 billion respectively. Our
Company recorded retained earnings as of December 31, 2014 and accumulated
logses as of December 31, 2013.
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For the discussion on the ability of our subsidiaries to transfer funds to our
Company in the form of cash dividends, loans or advances and the impact of
such restrictions on our ability to meet our cash obligations, see note 20 to the
consolidated financial statemeants included in this annual repart.

Donations

The donation made by our Group during the year amounted to USS0.4 millien
[2013: USS0.5 million).

Indebtedness

Particulars of bank leans and other borrowings of cur Group as at December 31,
2014 are set out in note 12 to the consolidated financial statements included in
this annual reporn.

Major Customers and Suppliers

Gaming promoters are responsible for a substantial portion of our casino
revenues. For the year ended December 31, 2014, our top five customers and
the largest customer were gaming promoters and accounted for approximataly
20.4% and T.0% of our casino revenues, respactively, We believe that we have
strong relationships with some of the top gaming promoters in Macau and
have a solid network of gaming promoters who help us market our propertias
and source and assist in managing rolling chip patrens at our properties. We
typically enter into gaming promoter agreements for a one-year term that are
automatically renewed for periods of up to one year unless otherwise terminated.
Qur gaming promoters are compensated through commission arrangements
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which are either calculated with reference to revenue share or monthly rolling
chip volume, We also extend interest-free credit to a significant portion of our
gaming promoters which are subject to monthly review and various settlement

procedures.

We depend on our suppliers to provide us with products and services such as
retail goods, gaming equipment and accessories, transportations, food and
beverage products, construction and other administrative services. During
the year ended Dacember 31, 2014, our five largest suppliers accounted for
approximately 43.2% of our total products and services purchases: while our
single largest supplier, a construction contractor, accountad for approximataly
33.3% of our total products and services purchases.

Mene of our Directors, thair associates or the Shareholders (which to the
knowledge of the Directors own more than 5% of the issued share capital of ur
Company) had any interest in any of our top five suppliers or customers.

Directors

The Directors during the year and up to the date of this report were:
CO-CHAIRMAN, CHIEF EXECUTIVE OFFICER AND EXECUTIVE DIRECTOR
Mr. Lawrence Yau Lung Ho

CO-CHAIRMAN AND NON-EXECUTIVE DIRECTOR

Mr. James Douglas Packer

NON-EXECUTIVE DIRECTORS

Mr. John Pater Ben Wang

Mr. Clarence Yuk Man Chung

Mr. William Todd Misbet

Mr. Rowen Bruce Craigie

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr, James Andrew Charles MackKenzie

Mr. Thomas Jeftersan Wu

Mr. Mlec Yiu Wa Tsui

Mr, Robert Wason Mactier

Pursuant to Article 104 of our Company's Articlas, any Director appainted during
the year shall hold office only wntil the next following annual general meeting
of our Company and shall then be eligible for re-election at that meeting. In
addition, pursuant to code provision A4.2 of the Corporate Governance Code
and Corporate Governance Report as set out in Appendix 14 to the Listing
Rules, all directors appointed fo fill a casual vacancy should be subject to
election by shareholders at the first general meeting after their appointment.

At each annual general meating, one-third of the Directors for the time being
shall retire from office by rotation provided that every Director shall be subject
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to retiremant at least cnce every three years. Save for Mr. Rowen Bruce Craigie,
each of Mr. Lawrence Yau Lung Ho, Mr. James Douglas Packer and Mr. John
Pater Ben Wang shall retire from office by rotation, and being eligible, would offer
himself for re-election at the forthcoming annual general meeting (the “AGM").
Mr. Rowen Bruce Craigle, who shall also retire from office by rotation, indicated
to the Board that he would not offer himself for re-election at the AGM because
Crown intends to nominate Crown's mew director, Mr. Robert Rankin, in place
of himsall as a Director of the Company and thus he would retire from office
immadiately after the closa of the AGM.

Ta fill the casual vacancy arising due to Mr. Rowen Bruce Craigia’s rafiremeant,
with the recommendation of our nominating and corporate govermance
committes, the Board proposes, subject to the approval by the Shareholders
at the AGM, to appoint Mr. Robert Rankin as non-axecutive Director with effact
after close of the AGM,

Biographical Details of Directors and Senior Management

Biographical details of Diractors and senior management are set out on pages 49
to 56 of ihis annual repart,

Directors’ Service Contracts

Each of the independent non-executive Directors has entered into a director
service contract with cur Company on December 18, 2006, except for Mr
James Andrew Charles MacKenzie, who has enterad into a director service
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contract with our Company on April 24, 2008, These director service contracts
will continue from the date of the contracts until the date on which the relevant
independent non-executive Director ceases to be a member of the Board for any
reason. Under the director service contracts, each independent non-executive

Director will recelve a fixed quarterly income.

Save as disclosed above, none of the Directors has entered into a director
service contract with our Group (excluding contracts expiring or determinable
by the employer within one year without payment of compensation other than
statutory compensation). Mr. Lawrence Yau Lung Ho entered into an employment
contract with the Company for his rale as our Chiaf Executive Officar.

Directors’ Interests in Shares, Underlying Shares and Debentures

As at December 31, 2014, the interests and short positions of each Director and
chisf executive of our Company in the Shares, underlying Shares, debantures
and convertible loan notes of our Company or any of its associated corporations
{within the meaning of Part XV of the SFO) which {a) were required to be notified
to cur Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests and short positions which the Director is taken
or desmed to have under such provisions of the SFO); or (b) were required,
pursuant to section 352 of the 3FO, to be entered in the register maintained by
our Company referred to therain: or (c) were required, pursuant to the Model
Code to be notified to cur Company and the Stock Exchange were as follows:



Report of the Directors

1. DIRECTORS' LONG POSITION IN THE SHARES OF OUR COMPANY

{a) Directors’ long position in the Shares of our Company
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A3 o Decamber 31, 2004, Me. Lawrence Yau Lung Ho personaly held 25200132 shares of
Malco, represanting approximately 1.58% of Melco's shams. by addition, 115509024 shares
ol Malso ard hald by Listing Lagend Lid.. 200 563,600 shares of Maloo ae hald by Batter Joy
Cwvarsaas Lid., 75,724 447 ghares of Malco are hald by Mighty Dragen Devalopments Limited
and 7204000 shares ol Malca are bakil by The L3G Capial Trist, repeessniing sppecximately
TATH, 18.87T%H, 1.68% and 0.4T% of Malco's shares, all of which companies are owred by
PHHERNE Anclior Trusts aMlated with Mr, Lawrenca Yau Lung Ho, M, Lawrence Yau Lung Ho also
s infterast in Greal Respoct Limaed, a company controlied by & discratonary family trust, the
bermdiciaries of which include Mr, Lawrence Yau Lung Ho and his immsediate tamily members and
Frsld 300,902,187 shares of Maloo, rpeesiating sppraximataly 19.68% of Meloo's shanes, Malco
Laigure is & wholly-owrad subsidiary of Males and aceesdingly. Mr, Lawence Yau Lung Ho is
chivienid of 1KAN Lo b intecosted in 1,198,453,058 Shunes in which Meloo Liisuse s inmecested or
Is deamed or taken o be interested. Mr. Lawrence Yau Lung Mo is also interesied in 10,540,787
Shares, of which €,617,781 Shares are in the form of wivestsd or unexercised shan options and
umeasted rastncied Shares awards granfed as at Decomber 31, 2014,

Malco Laisune 5 0 @iract whally -owiebd subsediary of Malco and |5 snteeested in of s desmad or
taken to b Eberested in 1,718.458,085 Shates,

M. James Doughes Packer and his confrolled corponations ane intarested in S0.01% of the iksued
shane capital af Ceown, which in 1 is interested in iha enitine issusd share copilal of Crown
Entertainment Group Holdings snd which in furn i@ imerested in the entice issued shase capital
al Crown Asia Investmenis. Accordingly. Mr. James Douglas Facker is deamad or taken 1o be
iraraated in 1,118,455, 008 Shared in which Crown Asin Inestmaents i3 inbeniited of i3 deamad
of laken to e nteraated, Mr James Douglas Pacher is abio interested in 9.800 Shares in tha
tarm of urvedted reaticied Shaned awand granied a3 a1 December 31, 2014,

Crawn Entetainment Group Heldings is & wholly-owned subsidiary of Crown and is desmed or
taken to be nterested in 1,118.458,088 Shares,

Grawn Asia Imeastments is a direct wholly-ownsd subsidiary of Crown Entertainment Group
Haldings and is inerested in or is deemed or aken to be interested in 1,118.458,088 Shares,

Founcer of a disoretionary trust and is deemed or tnken 10 be inferested in 15,000 ADSs,
representing 45,000 Shares,

The parceninges are calculaied on the basis of 1,633,701.920 Shares In (ssue as ot December
a1, 2014,
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(b) Directors' long position in the underlying Shares of our Company 2. INTERESTS IN OTHER MEMBERS OF OUR GROUP
Total nember of Shaves (a) Directors' long position in the shares of associated corporation of our
subjec] bo the shan: w“
optiore grantied 3nd pprodimate
weslricled Shares percentage of harmber of Pementige of
grented as & sharehoiding as ol shanes o5 o Intesest a8 al
Waseree of Diraclo Itarne of corparation December 31, 20147 December 31, 20147 Nearmg of Direclor Mame of corporation December 31, 2014 Decamber 31, 2014
Lawrence Yau Lung Ho Company BEIT 91 0.405% Linwrence Vi Lung Ho Meico Crown Macau 1,000,000 1%
James Douglas Packer Cormpany a6 0.001% Al Yiu W Tsul MCP 100 0.000002%"
John Peter Ben Wang Company man 0nds James Andrew Charles Mackenze MCP 100 Q0002
Clarenca Yk Man Ching Company R Qs Mates:
Wiikiam Todd Hisbel Company 19,278 000
Riwen Bruce Crige Cortpany 19978 0001% i1 The 3,000,000 class A shinres carry 10% of the fotal woting rights in Meloo Srown Macau.
James Andrew Charles Mackense Compary BIH 0.002% @ The percentsge is calculsied on he basis of 4.919,480,300 shares of MCP in issus as a1
Themas Jeffersen Wy Company 283 0.002% December 31, 2014
Alex; T Wa Tsul Company B Q.002%
Febent Wason Macter Company pieflve] Qs
Mates:

ity Thess are resiricied Shares and share options granted under the 2008 Share Incentive Flan and
e 3011 Share Ingentive Flan, Awards granted balors tha year of 2012 ate urdar the 2008 Share
Incantive Plan and swards granted during or after the year of 2012 am and will be under the 2011
Share Incentive Plan,

@ Tha percentages are calculsted on the basis of 1,833.701,920 Shares in issus as at Decembar
a1, 2014,

[ Ayl Fepor] 701 o Campn | byt | imied.



Report of the Directors

(b) Directors' long position in the underlying shares of associated 2006 Share Incentive Plan and 2011 Share Incentive Plan
corpueation o sur Campany Please refer 1o Appendix | and note 18 to the conselidated financial statemants
Total romber of included in this annual report for details of the 2006 Share Incentive Plan and the
WGP Steres subject 2011 Share Incentive Plan.
s the MCP share Approximale
oplions granted and pescentage ol As of December 31, 2014, there was no unvested share oplions and restricted
restricted MCF Shares sharshoiding Shares under 2016 Share Incentive Plan. & summary of the unvested awards
Has of gravied by MCP i ol 0f WCF 06 granted under the 2011 Share Incentive Plan as of December 31, 2014 is
Name of Direchor cvporation December 31, 24" December 31, 20147 presented below:
Lamrence Yau Lung Ho uCP 23410914 0A4TT%
Jamess Douglas Packer Mep 241094 0.477% Exsrcise price/
Clarence Yuk Man Chung MCP 16,281,198 0.331% prant date Mumber of
William Todd Nigbet MCP 12,109810 0.247% fair value unwestad share
Aec Yiu'Wa Tsu MCP 3330717 0.068% per Share  optionsirestricted
James Andrew Charles Mackenzie  MCP aannr 0.056% Share Options USS) Ehares Vesting period
Hows: 2012 Long Tarm incentive Plan 470 579,852 3 years
2013 Long Term incentive Plan 8.42 855,630 34 yoars
1) -"Thiese e rvicin WCE Sharas arct MG swie optionsy acani ussder e WP Shers noative 2014 Long Term incentive Plan 12.98 1,230,354 3 yaass
P 2,665,636
) The pemcenisges ane calculated on the basis of 4011480300 shares of MCP in issue as at Riastricted Shares
Dacember 31, 2014. 2012 Long Tarm incentive Plan 443 357,732 3 years
2013 Long Term Incentive Plan 8.7 508,479 34 years
2014 Long Term Incentive Plan 12.49 701,681 3 years
1,567,892
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Report of the Directors

Details of the movement in share options granted under the 2006 Share Incentive Plan and the 2011 Share Incentive Plan during the year ended December 31, 2014 are as

follows:
Share price Humber of share: tpticns
Beemiss price ot dale of Dulstanding Quistanding
of shave oghions et of B Grantid Enirised Cancedled Lapsed aal
Neaere ¢ cabagney of Dt of grant of Exertisable ipor e shar oclions. Jasuary 1, during during dufng doring  Decerhar 31,
participasts shara opfions™ o™ 1] ] M4 the period the period™ e pariod the period M
Directors:
Lawrence Yau Leng Ho March 17, 20080 Warch 17, 2010 to March 16, 2019 1.9 1M 24 65z - - — = T24 592
March 17, 2009 March 17, 2011 to March 16, 2018 1.8 109 T34 60 — — — - T24 592
Marh 17, 2009 March 17, 2012 bo March 16, 2019 .09 9 4502 = — - — T24 592
Marzh 17, 2009 Maich 17, 2013 to March 16, 2019 109 19 124 55 - - - -_ T24 558
Mowember 25, 2000 liovember 25, 2000 to Masch 17, 2018 143 143 188,763 - - - - 185,763
Movember 25, 2009 November 25, 2011 to Masch 17, 2018 14 14 188,763 - — - — 188,763
Noverber 25, 2000 November 25, 2017 o Nesth 17, 2018 143 143 188,763 - - — - 182763
Movember 25, 2000 November 25, 2013 to Marth 17, 2018 143 143 188, 762 - - — — 188760
Maich 23, 2011 Mharth 23, 2012 to March 22, 2021 25 252 482115 - - - - #2ns
March 23, 2011 March 23, 2013 to March 22, 2021 25 252 48215 - - - - =205
March 23, 2011 March 23, 2014 b March 22, 2021 25 252 462,268 - - - - 422268
Maxh 29, 2082 March 20, 2013 bo March 28, 2022 4T 443 158,133 - - — - 158133
Maxh 20, 2082 March 2, 2014 o March 28, 2022 4T 443 158,133 - - - - 15813
Marxh 20, 2012 March 20, 2015 bo March 28, 2022 4m 443 15818 - - - - 158173
May 10,2013 May 10, 2004 to My 9, 2083 B47 BT 120,870 o - - - 120,870
May 10, 2013 My 10, 2005 to Way 9, 2083 B42 B27 120,80 = - - -— 120870
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Report of the Directors

Share prie Nuber of shata oglions
Eutttisg et stdse Ouistandig Duletardig
o hare cptions gantdt wal Granted Bremiced Carcalisd Laped nal
Mame or calegory of Dz of grent of Bexissble fper Sharej share options Jenuary 1. dhuring tusing duing dying  December 31,
parficipants share options’! perind™ [ [l 201 he period the: period™ Ihe period the peried 204
May 10, 2013 May 10, 2016 %o May 9, 2023 542 Bar 120570 = = = = 120870
March 28, 2014 March 28, 2007 to Manch 27, 2024 129 1249 - 320343 — - = k]
Sub-folat 593709 320,341 - — = £.257 682
ChrewsuManChng  March 18, 2008 March 18, 2000 fo March 17, 2018 an an 14,157 - - - - 14,157
March 18, 2008 March 15, 2010 1o Merch 17, 2018 an a0 14,187 - = = = 14,157
Mareh 18, 2008 Manzh 18, 201 10 Manch 17, 2018 4m am 14,157 - - - - 14157
March 16, 2008 March 18, 2012 1o Manch 17, 2014 am 4 14,157 - - - - 1157
March 17, 2008 March 17, 200 1o March 16, 2019 108 110 W9 - - - - U5
March 17, 2008 Manch 17, 201 4o Manch 16, 2019 L] 1M 3508 - - - - 4508
March 17, 2008 Manch 17, 22 1o Merch 16, 2019 L] 10 34509 - - - = 50
March 17, 2008 March 17, 2003 1o March 16, 2019 1 10 M9 — - - - 50
Sub-fotat 194 554 - - —_ - 164 654
John Peter Ben Wang March 18, 2008 March 18, 2009 to Merch 17, 2018 a a 14,157 - - - = 1157
March 16, 2008 March 18, 2010 10 March 17, 2018 4m 4 14,157 - - - - 14157
March 18, 2008 March 18, 2011 1o March 17, 2018 4 4 14,157 - - - - 14157
March 18, 2008 March 18, 2012 to March 17, 2018 an 4 14,187 - - - - 14,157
March 17, 2008 March 17, 20 1o Merch 18, 2019 L 18 g - - - - 50
March 17, 2009 Manzh 17, 201 1o Mareh 16, 2019 il 1 0 - - - - e
Maich 17, 2008 Marzh 1T, 2012 1o Maseh 16, 2019 m 18 A - - - - e
March 17, 200 Masch 17, 201310 March 18, 2019 109 109 W59 . - - = 450
Sub-fotak 194 504 - - - - 184664
Frobiet Wssom Macter Sephesmber 10, 2007 Septerber 10, 2008 1o Saptember 9, 27 5.06 442 5562 - - - - 5,082
Sephiber 102007 Saplarmber 10, 200K 1o Saphurmter 9, 2017 506 42 1867 - - - - 11,967
Sepharber 102007 Septerber 10, 2010 1o Sapharmber 9, 2017 506 @2 17362 - - - - 17952
Wb 1 o b taiermasd Limdiesd Srrwsal Hoper 5014 i



Report of the Directors

Share prica Hurrber of ehare oplions

Erereise price o dale of Dulstanding Dutstandizg

of share plions grast of s Granlad Enertised Cancelled Lapsad aal

Wame or category of Db of grant of Erercisable fper Shay  share oplions Jongary 1, dring dring duing deing  Decesier 31,
participants shar options™ period” 15 I8 M4 the period the period™ the period he period i
Seplember 10, 2007 Seplember 90, 2011 to Seplember 9, 2017 506 442 23,548 . i, = = il

Mah 18, 2008 March 18, 2009 bo March 17, 2018 40 4 14,157 _ — - - 14,157

Marh 18, 2008 March 18, 2010 I March 17, 2018 4m 4 14,157 - — - — 14,157

Maich 18, 2008 March 18, 2011 bo March 17, 2018 40 an 14,157 - - - - 14,157

Maxh 18, 2008 March 18, 2012 bo March 17, 2018 401 EL] 14,157 - - - - 14,157

March 17, 2009 March 17, 2010 o March 16, 2019 .0 1M .50 - — - e 24500

Magxh 17, 2009 March 17, 2011 b March 16, 2019 1.9 19 34,508 - - - - 500

Magh 17, 2009 March 17, 2012 b March 16, 2019 1.9 1.4 50 - - - - 34500

Magh 17, 2009 March 17, 2013 b March 16, 2019 109 109 .50 — - — - 34500

S lotal: 254,511 - - - - 254511
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Report of the Directors

Share prke Number of share glions

Eusecise pice sated  Oustandng Oulstanding

of share options ganlof mal Grared Erencised Cancalied Lagrsed wa

Name or calegory of Dale of grani of berisabe fper Sharef  share oplions Januany 1, dwing tuing duing duing  Decermber 31,
parficipants share pplions” periad™ 155 1] 20 The pericd he perio™ Ihe pericd e pericd 04
Thomes Jeferson Wu September 10,2007 Seplember 10, 2008 1o September 9, 2017 506 443 5962 = (5552 = = =
Septeber 10,2007 Seplember 10, 2009 tn September 9, 2017 506 L) 11.%7 - (11,967 - - =

Sepleber 10,2007 September 10, 2010 to September 9, 2017 505 e 17862 - 17352 - - -

Seplember 102007 Seplember 10, 2011 o Sephember 8, 2017 5.0 a2 76 - M5 - - -

March 18, 2008 March 18, 2000 fo Mesch 17, 2018 an an 14,157 - (14,157) - - =

March 16, 2008 March 18, 2010 fo Merch 17, 2018 am 4 14,157 - {14,157 — - =

March 18, 2008 March 1, 2011 1o Marh 17, 2018 am am 14,157 - {14150 - - -

March 18, 2008 March 18, 2012 1o March 17, 2018 am am 14,157 - (14157 - - -

March 17. 2008 Mach 17, 2000 fo March 16, 2019 1M 10 £l - 3450 - - -

March 17, 2008 March 17, 2011 1o Merch 18, 2019 1 19 WS — 3450 - - -

March 17, 2009 March 17, 202 1o March 16, 2019 L] L] 504 - (34508 - - -

March 17, 2008 March 17, 2017 fo March 16, 2019 10 109 W - L] - - -

Su-tolat 24511 — 254511 -- - -
Al Diretoes’ Sub-fotek 6,835,589 20343 254511) — - 6,901,521
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Report of the Directors

Share price Hurnber of ehare opticns
Exertist price e of Dulstrcling Dutstanding
of shewn options. grank of sl Girnled Exercised Cancellad Lapsad sl
Mame or catgory of Date of grant of Exsrrizable fperShar) share oplions Jamgry 1, during during duing doing  Decesber 31,
participants share opfions™ peried” 1] 8% 24 the period the perind™ The period The period 4
Employess Sephember 10, 2007 Septemter 10, 2008 to Seplember 9, 2017 506 442 530 2 = = = 5301
Emplyess Sephember 10, 2007 Septemeer 10, 2009 o Seplember 9, 2017 506 442 1,97 - - - — 11970
Employees September 10,2007 Sephember 1), 2010 bo Seplember §, 2017 506 442 17,955 - - - - 17955
Errploywes Septertber 10,2007 Seplember 10, 2011 to Seplember 8, 2017 506 442 73540 - - - - 73040
Employees March 18, 2008 March 18, 2006 to March 17, 2018 an 4am 4,662 - e - - 4662
Employees March 18, 2008 March 18, 2010 bo March 17, 2018 40 4am 4552 - e - s 4B
Employees March 18, 2008 March 18, 2011 to March 17, 2018 40 4 4562 - - -_— - 4562
Errployes March 18, 2008 Mearch 16, 2012 1o March 17, 2018 4m 4m 45N - - - - 4671
Errployees Moverber 25,2008 Hovember 25, 2010 lo November 24, 2018 10 m 1386570 - 41.526) - - 1345044
Employees Mwember 25,2008 Hovember 25, 2011 to November 24, 2018 10 1 173,727 - {38.665) - B0ET) 1541475
Employees January 20, 2009 Jaeuary 20, 2000 to January 19, 2013 10 10 157,367 - - - - 1971367
Ermploywes January 20, 2008 Jasuary 20, 2011 1o January 18, 2019 10 1M 107,367 - - - - 197367
Employess Jenuary 20, 2008 Jamuzry 20, 202 1o January 18, 2013 101 1M 107,367 - - = - 187367
Employess Jenuary 20, 2009 Joeugzry 20, 3013 1o Jenuary 19, 2013 10 1M 197,373 e = = B 167373
Ermployiss Blovember 25, 2009 Hiewserer 25, 2000 1o September 9, 2017 143 14 58347 - &) - - 55,356
Errployies Movermber 25, 2009 Howermbes 25, 2001 1o Saplermber 9, 2017 143 141 62337 - B.081) -_ - 55,356
Errployses Moverrber 25,2000 Hovember 25, 2012 lo Seplember 9, 2017 143 143 12309 - {16.953) - - 55,356
Employees Blovember 25, 2009 November 25, 2013 o Seplember 9, 2017 143 1.4 139,737 - 7.0 - - 01817
Employees Blovember 25, 2009 lovember 25, 2000 to Maech 17, 2018 143 14 55,080 - — - - 55,080
Ermployees Blovember 25, 2009 lovember 25, 2011 1o Masch 17, 2016 143 141 56,328 - 1248 - - 55,080
L] Jdywud Hepur] 340114 I 2w | ot Cimied



Report of the Directors

Share price Nurber of share optiors

Euprtise price sdutee  Ouistanding Outstarding

of shane cptions geant of mal Granied Ererciond Cancalied Lapsed mad

Mame or calegory of Date of grent of Brecisadhle fpor Sharg)  share cplions Jenwary 1, ding duing dhing duing  December 31,
parficipants share oplions”! perind 155 LI5S 214 The pericd he period™ he pericd fhe peried 2014
Empinyces Nosember 25, 2009 Hovember 25, 2012 1o Merch 17, 2018 143 143 1400 = (16320 = = 55,080
Empioyees Nesember 25, 2009 November 25, 2013 1o March 17, 218 143 14 120.zm - (22450 - - 47,788
Ermpioyes Nesember 252000 Movember 25, 2010 1o Apd 10, 2018 143 143 100 - - - - 35,100
Errployees Noserber 25,2008 Movember 25, 2011 10 Apdl 10, 2018 143 143 3,100 - - - - 25,100
Ermpioyees Wosember 25,2008 Movember 25, 2012 fo Aprl 10, 2018 14 143 3,100 = - - - 5,100
Empinyses Wowember 75,2000 November 25, 2013 1o Apd 10, 2018 1.43 143 10 £ - o - 15100
Errpiyees May 26, 2010 My 25, 2012 1o May 25, 2020 125 1.5 “4in - {25.481) - - 18800
Errpioyeess May 26, 2010 My 25, 2013 10 May 25, 2020 125 15 D458 - 22484 — - B804
Errpioyes May 26, 2010 My 25, 2013 ko May 25, 2020 12 15 8511 - 40,128 - - 338
Ermpioyees Augast 16, 2010 Augst 16, 2012 o August 15, 2020 13 125 150,000 = = = - 150,000
Errginzes Ausgast 16, 2010 August 15, 2014 o August 15, 2120 13 125 150,000 - - - - 150,000
Errployees March 23, 2011 March 23, 2012 fo March 22, 2091 25 25 699573 - 24 ra - - 674,778
Ermpiyees March 23, 2011 March 23, 2113 o March 22, 2021 252 252 BO&. 095 - B85 - = TaATT
Empinyees March 23, 2011 Merch 23, 20014 fo Mench 22, 2021 252 252 Lrkexd — (154 843 - = B27.901
Errployees March 29, 2012 March 29, 2013 1o March 28, 2022 470 143 416 - (20553 - - Mz
Errpioyees Maich 29, 2012 March 29, 2014 1o March 28, 2022 470 443 2 - 40344} - - 40,391
Errpioyees March 29, 2012 March 20, 215 to Merch 28, 2022 470 a3 a3 - - el ] - 419
Ermpiozes May 10, 2013 May 10, 2014 fo May 0, 2023 842 827 554 - 12,887} 054 - 3580
Errployees May 10,2013 May 10,2015 1o May 9. 2023 842 Bt 5531 - - {17.507) - M
Errpioyees May 10, 2013 My 10, 2016 1o May 3. 2023 42 8t 3567 - - (17504) - 7 pE

ety 3 o Lo talrrmd | it Sywusl Feper! 014 1]



Report of the Directors

Stare price Hurrber of ehare opticns
Ensreise price ddied  Oulstarding Ouistanding
of shess options qrast of aal Grented Exencised Cancelled Lapsed adl
Wame or category of Dateof grant of Erercisable fper Shaey  share oplions Jangry 1, dring dring dhwing duing  December 31,
participants shar options™ peried” 158 158 14 the period the perind™ The period The period Pk
Employess May 10, 3013 How 12, 2004 1o May 9, 2023 -2 HS gar 18,605 g = = = 18603
Employees May 10,213 How 12, 20006 o May 9, 2023 242 8.7 18,603 -_ - —_ —_ 18503
Employees Marh 28, 2014 March 28, 2016 tn March 27, 2024 129 240 - 14415 - - - 14,415
Errployees Maich 28, 2014 March 28, 2017 to March 27, 2024 125 240 - 7208 - - - 7200
Enployees Marh 28, 2014 March 28, 2017 tn March 27, 2024 1258 12400 - W - 56,345 = 387
Employess Fugust 28, H4 Augqust 28, 2015 In Augest 27, 2024 955 956 . i = s - -
Enmployees August 28, 204 August 28, 2016 o Augst 27, 2024 98 456 - 15 - 3 - -
Enrplayens August 28, 204 August 78, 2017 tn Aegest 27, 2024 95 056 - 11301 - .3 - -
Sub lotal: 002,05 1,000,350 ET3.788 {155,885 E.067) 10,176,569
Total 16,047,788 1300580 [428,209) [155,865) B8N 1TATE10

Malas

1y dvwards granted bedore the year of 2012 are under the 2008 Share Incentive Plan and awards granted during or afler The year of 2012 are, and will be, undes 1he 2011 Shase Ingentive Plan.

[} Thevesting pesicd ol 1hwe shame options is from the date of grand untl the commencement of execisable period,

3 o respect of the share options sasrcised during the pariod, the weighted merage closing price of the Shares immediately belore the dases on which 1he cptions wens exercised was US$11.13.

[y Share price on the day before of the grant of share option is US$12.04.

Sawul Feper] 59114
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Report of the Directors

Details of the movement in restricted Shares granted under the 2006 Share Incentive Plan and the 2011 Share Incentive Plan during the year ended December 31, 2014 are

as follows:
Mumber of restricied Shares
Sram price & Quistanding (Dutstanding
e ol geand of mal Granted Psclassified Teslisd Cancidded a5l
Name or tateqeey of Dt of grank of seairiched Shores Jarusary 1 iy thréing during durieg  Decamber 31,
perticipants reshiched Shares” Vesting date 155 201 the period the period the period fhe pariod 2014
Diratices:

Linweence Yau Lung Ko larch 23, 2011 March 23, 2014 252 21,037 - = 41137 - -
Mzrch 29, 2112 March 28, 2014 443 4,065 - - {7 065 - —
March 29, 212 March 29, 2015 a8 19,68 = - - — 79,088
lday 10, 2013 May 10, 2014 82 60435 - — 04351 - -
lay 10,2013 May 10, 2015 82 60435 - - - - 60435
My 10,2013 May 10, 2016 827 45 - - - - B4
March 28, 2014 March 28, 2017 1248 - 161 - - — 160,171
Sub-fotat 055 117 = (08T = 60,109
Jarmis Douglas Packes laech 28, M4 Marth 28, 2015 1244 - 32 — - - 3201
lzech 28, 214 March 28, 2016 1243 - 124 - - - 31204
Maech 28, 214 March 28, 217 1248 — 3204 = oy - 3204
Sub-folat - 2500 - - - 0508

Wt Cy o Ly tabrwasd Limiiosd

Srvwsal Hopor? S04

i



Report of the Directors

Humber of resticied Shanss

Share el Dulstanding Chistandieg

date of grast of a3l lGranted Reckassified Vested Cancelied asal

Name o categoy of Date of gran of resticted Shares donvary 1, duing duing duing doring  December 31,

parlicipants restricle Shares” Vesting dae 55 i the perind the peried the period the perind bl

Clzrznce Yuk Man Churg March 23, 2011 Mkarch 23, 2014 I 15,85 - - 15,858 - -

March 20, 2012 Marth 20, 2014 44 el - - 22,50 - -

March 2, 2012 Matth 29, 2015 44 2500 I = il i 22500

May 10, 2013 My 10, 2014 ¥} 455 — — 8% - -

May 10, 2013 My 10, 3015 g2 F<] - - - - 4536

Wy 10, 2013 Uy 10, 2016 8 e - = - = 453

Mareh 26, 2014 Akaezh 26, 2015 1240 - 320 = - — 320

Mares 28, 2014 Masech 28, 2016 1248 - 3 B -— - 3004

Warch 28, 2014 Mwch 28, 207 12.49 - 32 — - = 3204

Sube lotal 5,543 250 = (43.284) - 41868

John Peter Ben Wang March 23, 2011 Warth 23, 2014 25 15,858 - - {15,858 — —

Warch 29, 2012 Mewch 29, 2014 443 B0% — — i) — —

March 28, 2012 Math 20, 2015 44 5% - - - - 536

Moy 10, 2013 Uy 10, 2014 g Iy = = 14835 - -

My 10, 2013 Wy 10, 2015 82 8% - = = - 453

May 10, 2013 My 10, 2016 gar 4 e = - = 453

Warch 28, 2014 Mkuch 28, 205 1248 —_ 3 — —_ —_ 220

Warch 28, 2014 Varch 28, 2016 1249 = 32 - = — 304

March 28, 2014 Akaezh 26, 2017 1249 N 300 = - — 3004

Sutrfokl 45435 508 = 29730 — 23
" Jdywud Hepur] 340114 I 2w | ot Cimied
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Mormier of nesskricied Shares
Staare price & Outstanding Oulstanding
e of grant of mal franied Faclassifiod Vested Cancelled wl
Name or calegory of Dt of gran of rstriched Shenss Jenuany 1, ding duing duing duing  Decerber 31,
parficipants restricied Shaves” Vesting dabe [l 200 fhe pericd the period he pericd e peried 014
Wilkizrm Tood Nibet May 10, 2013 May 10, 2014 B2 45385 = — A3 — =
ey 10,2013 May 10, 215 BT ¥ i v i = ey
lay 10, 213 May 10, 2016 8 4533 - - = - 483
lawch 28, A4 March 28, 2015 1248 - 33 - - - a0
March 28, 2014 Merch 28, 2016 1248 - 3,204 - - - 1204
Mdarch 28, 2014 March 25, 2017 124 e 324 = e s 3904
Sub-tota 14505 3500 = 36 = 19,278
Peowvisn Bruce Craigie My 10, 2M3 May 10, 2014 aar 4536 = . HEMR o =
sy 10,2013 May 10, 2015 B2 458 - o - - 15%
gy 10, 313 May 10, 2018 B 453 - - — - FF:cc)
larch 28, 2014 March 28, 2015 1248 - 340 - - - 3201
lznch 28, 24 March 28, 2016 1243 - 3204 - — - 31204
ldzwch 28, 24 March 28, 2017 124 — 3204 = —_ — 3204
Sub-fotat 14505 36 - 536 = 10,278
Fiobert Werson Mactier laech 23, 2041 March 23, 2014 252 15,56 = - (15,258 - -
lkawch 29, A2 March 20, 2014 443 2008 - - 2036 - -
ldsech 29, 212 March 28, 2015 43 Plic - - s =5 ik
Mgy 10, 2013 May 10, 2014 8 [¥:c:3 = s 5 i =
lay 10, 213 May 10, 2015 8 455 - - — - 48%
Ny 10, 23 May 10, 2016 aar 4533 — — - - 481
March 28, 2014 Merch 2%, 2015 1249 - 32M - - — 3201
Banch 25, 2014 Merch 72, 216 1248 - 3204 - s — 1204
larch 28, 24 March 28, 2017 1248 - 3,204 - - - 1204
Sul-fotat B35 25600 — 9,730 - B
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Report of the Directors

Humber of resticied Shanss

Share el Dulstanding Chistandieg

date of grast of a3l lGranted Reckassified Vested Cancelied asal

Name o categoy of Date of gran of resticted Shares donvary 1, duing duing duing doring  December 31,

parlicipants restricle Shares” Vesting dae 55 i the perind the peried the period the perind bl

g iy Wa Toud March 23, 2011 Mkarch 23, 2014 I 15,85 = - 15,858 - =

March 20, 2012 Marth 20, 2014 44 Bi1% - - H0%) - -

March 2, 2012 Matth 29, 2015 44 90% I = i i 411%

May 10, 2013 My 10, 2014 ¥} 455 — — 8% - -

May 10, 2013 My 10, 3015 g2 F<] - - - - 4536

Wy 10, 2013 Uy 10, 2016 8 e - = - = 453

Mareh 26, 2014 Akaezh 26, 2015 1240 - 320 = - — 320

Mares 28, 2014 Masech 28, 2016 1248 - 3 B -— - 3004

Warch 28, 2014 Mwch 28, 207 12.49 - 32 — - = 3204

Sube lotal B4 250 = 28,730 - okl

Thermas defersen W March 23, 2011 March 23, 2014 25 15,858 - — it5 858 — —

Warch 29, 2012 Mewch 29, 2014 443 003 — — i) — —

March 28, 2012 Math 20, 2015 44 90% - - - - 536

Moy 10, 2013 Uy 10, 2014 g 5% = = 14835 - -

My 10, 2013 Wy 10, 2015 82 3% - = = - 453

May 10, 2013 My 10, 2016 gar 45832 e = - = 453

Warch 28, 2014 Mkuch 28, 205 1248 —_ 3 — —_ —_ 220

Warch 28, 2014 Varch 28, 2016 1249 = 32 - = — 304

March 28, 2014 Akaezh 26, 2017 1249 N 300 = - — 3004

Sutrfokl 45435 508 = 29730 — 23
b Jdywud Hepur] 340114 I 2w | ot Cimied



Report of the Directors

Moo of nestricied Shares
State pric o Outstandieg Oulstanding

date ol geant of mal firanied Paclassified Vestod Cancalled Ba

Mame or calegory of Date of grant of resriched Sheres Jenuary 1. dhuring tuing duing dying  December 31,
parficipants restricied Shaves” Vesting dabe [l 2014 he prericd the period Ihe peried the peried 204
James Aedrew Chades Mackeegie ldeech 23, 2011 March 33, 2014 252 15558 - - [15.,558) - -
ldsech 29, 212 March 23, 2014 43 T - - 186] - -

lkarch 29, 2012 March 23, 215 43 4166 - - - - 90%

Wy 10, 2013 May 10, 2004 aar 4536 - - HB36) - -

sy 10, 2013 May 10, 215 aar 4536 - - - - 4%

iy 10, 2013 May 10, 2018 Bar 4533 - —_ - - 485

ldach 28, A4 March 23, 2015 24 - 320 — - - 3201

Meech 28, 2014 March 75, 2016 124 - 320 - == = T204

lzech 28, 2014 March 75, 2017 124 - 3204 - - - 3204

Sube ol 48435 604 - 4 730 - I
Al Cirecloes” Sub-lotat 2T 246,657 -_ (582.243) = 50 112
Employees hagust 16, 2010 Augast 16, 2014 125 5,000 - - 75000} — -
Frrpioyeess laech 23, 2011 March 23, 2114 252 & 55 - - 491385 - -
Errpioyees lsech 29, 212 March 29, 2014 44 NBAHE - 2727 21,063 - -
Errployees larch 29, 212 March 29, 2015 8 23966 - zrm - 10,335 06
Erpioyees lay 10, 3013 Way 10, 2014 B 157,761 - - (1532370 14,524 -
Ermpioyzes iy 10, 2013 Mey 10, 2015 8ar 157,761 - - - & 040 148812
Ermpioyees sy 10, 2013 May 10, 2016 8ar 157,713 - - - #0955 148818
Frrpionyees By 10313 Howester 12, X014 il 125627 - - 12527) - -
Errployeess My 102013 Neowesonr 12, X016 aar 12527 - - - — 12627
Errpioyees March 28, 2014 March 28, 2016 1248 — 7206 - - - 1206
Erpioyees ldeech 28, 214 March 22, 2017 1249 - 475087 - - 174 Wign
Empioyzes hegust 28, 2014 March 22, 2015 5% - 5667 - - BB =
Empioyees hegust 75, 2014 Merch 25, 2016 a5 - 5667 = = {BBET) .
Ermployees Rzt 28, 2014 March 75, 217 a5 - 5,667 - - 5667 -
Sub-olat 1,507 326 500204 - B34 (17038 476,180
Tatal 24629 T45856 = 11,535,655 (77938 1567882
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Report of the Directors

Nate: A summary of the unvested awards granted under the MCP Share Incentive Plan
{1} Awards granted batare e yesr of 2012 are under the 2008 Share Incontve Plan ond swards as of December 31, 2014 is presented below:
qranted during or after the year of 2012 ane, ardd wil be, urkder the 2011 Share Incerive Plan,
[Exercise price/ Number of
MCP Share Incentive Plan sutige. e R
fair value par share aptions'
Apart from the 2008 Share Incentive Plan and the 2011 Share Incentive Plan, MCP Share restricied
our subsidiary, MCP also aperates the MCP Share Incentive Plan to promote the [PHP) MCP Shares  Vesting pediod
success and enhance the value of MGR. MCP Share Optioss
2013 Long Term Incentive Plan 8.30 114,565,426 Within 3 years
Please refer to Appendix Il of this annual report for details of the MCP Share 2014 Long Term Incentive Plan 8.30 1,560,728 Within 4 years
Incantive Plan, 2014 Long Term Incantve Plan 8.30 1,040,485  Within 4 years
2014 Long Term Incéntve Plan 8.30 1.040,485 Within 4 years
2014 Long Term Incantive Plan 830 1,040,485 Within 4 years
2014 Long Term Incantive Plan 13.% 4,861,003 3 years
124,126,612
Restricted MCP Sharas
2013 Long Term Incentive Plan 8.30 57,201,711 Within 3 years
2014 Long Term Incentwe Plan 13.48 780,362 Within 4 years
201 4 Long Term Incentie Plan 13.00 520,243 Within 4 years
2014 Long Term Incentive Plan 12.76 520,243 Within 4 years
2014 Long Term Incentive Plan 12.86 520,243 Within 4 years
2014 Long Term Incentive Plan 13.00 4,738,684 3 years
64,371,466
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Report of the Directors

Details of the movement in MCP share options granted under the MCP Share Incentive Plan during the year ended December 31, 2014 are as follows:

Basreise prict Share price Humber of MCP sharg options

of MCP af dabe of Outstanding Dutstarding

sham options grant of WP s al Gieanied Eremized Cancelied Lapsed .

Name or calegory Dale of grant of fper MCP Share) share options: January 1 dring tuing tuing dung  December 31,

of participants MCP share cplions Exeecisable pericd” PPHP P Full The peeriod the period The perid et pesricd 014

WCE Diregtors:

Lawrence ¥au Lung Ho Jung 28, 013 March 4, 20157 bo June 27, 2023 830 B3 D242 = — = = 5202425

June 28, 2013 Bpril 23, 2015 fo June 27, 2023 B30 B30 5,202 425 - - = - 5H2AS

June 28, 2013 Al 29, 2016 o June 27, 20123 830 B30 5,002 AZ6 - - - - 52 4%

Sub-tolat 15,607 276 - -_ = - 15607 278

James. Douglas Packer Jung 28, 2013 March &, 20057 1o June 27, 2023 530 83 502425 -_— -_— - - D202 425

Jung 28, 2013 Heril 29, 2015 fo June 27, 2023 .30 B30 5002425 - -_ - - 5202425

Jung 28, M013 Al 29, 2016 o June 27, 2023 8.3 L] 5202426 = = = - 5202 4%

Sub-otat 15,607 276 - - - - 15,507,276

WCE Direghoes: Sub-fuotal 310452 — - - -3 4R
WCE and MCP Diresdors:

Clarence Yk Man Chung June 28, 23 March 4, 20157 o June 27, 2023 830 830 3868784 - - = = 2468284

June 28, 2013 Al 29, 2015 o June 27, 20123 B3 B30 3468784 - — - - 3468284

Jme 28, 2013 April 29, 2016 fo June 27, 2023 X B30 3468083 - - — - 3468283

Sub-tolat 10,404 551 - -_— - - 10404 851

Wilkarms Tod Misbet Jung 28, 2013 March 4, 20057 b Juné 27, 2023 B30 83 260213 = - - - 25,213

June 28, 2013 Roril 23, 2015 fo June 27, 2023 B3 B3 2601213 - - - - 2601213

June 28, 2013 April 29, 2016 o June 27, 2023 83 B30 260012 - - - - 26 212

Subedntat 1 BG5S = — — - 7503638

At Yiu Wa Tad Jung 28, 2013 March 4, 20157 1o June 27, 2023 630 830 650,203 —_ -_ - - 50,303

June 28, 2013 Al 29, 2015 o June 27, 20123 8.3 B30 650,303 - - - - 650,302

June 28, 013 Al 29, 2016 o June 27, 2123 830 B30 650,303 — - - - 550,303

Sub-tolat 1,950,504 - - - - 1,850,908

Wt Cy o Ly tabrwasd Limiiosd
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Report of the Directors

Eeercis price Share pricz Nuriber of MCP share oplions

of NCP ot ke of Ouststaning Oufstangiog

sheeoplions grand of MCP wal Girnlad Enencised Cancelled Lapsod amal

Mame or category Dateof grant of Pper MCP Shars}  share oplions Jngany 1, dring dring duing deing  Decesier 31,

of participanis MCP share oplins Erercisable period™ FiP PHP 214 the perid The period the perind the pesiod i

Jdames Andrew Charles Jume 28, 3M3 March 4, 20157 o June 27, 2023 £ 83 650,303 - - = - 650,303

Mackenge

Juse 28, 313 Aped 29, 205 to Jure 2T, 003 1] B3 550,303 — - - - 650,303

Juse 28, 2013 Aps 29, 2006 bo Jupe 2T, 2023 fk ] B3 550,303 - —_ - - 650,303

SubrIntal 1,360,909 — — — — 1,950,809

MCE and MCP Diraclors' 203r - - - - 22110307

Sub-otal:

All Desctors” Sub-total: 51380 = - - - 53524850

Emplryess Juse 28, 313 March 4, 20157 1o e 27, 2023 1] 83 1937500 - - He0.240 -_ 18556788

Juse 28, 13 Aprl 29, 205 to. e 2T, 2023 ] 83 19.375,030 -_ T 520240 - 18555788

Jure 28, 2013 Hprd 20, 2016 to Jure 27, 2023 230 530 18,379,049 - - 520,245 - 18,454 806

Febngry 17, 2014 Aprd 29, 2015 bo Febrwry 16, 2024 83 1248 — 520242 - - - 50242

Febnuary 17, 2004 Apdl 20, A1 b Febrary 16, 204 1] 1348 - 520243 - - - 520243

Febnsary 17, 2014 Apd 29, 2017 to Febnary 16, 2024 80 1248 — 32043 o - ™ 243

Febnsary 28, 2004 Apd 20, 2015 o Febnary 27, 2004 k1] 12000 i 5B - - o HEE2E

Fesngary 28, 2004 Apel 20, 2016 to Fetrury 27, 2024 1] 13007 - R - - - HE B2

Fesruary 28, 2004 Apr 20, 207 to February 37, 2024 £33 13009 - 38550 - - - HEEH

Marh 27, 2014 Aped 20, 2015 to March 26, 2024 83 12168 - 86 508 - - — HEEN

Mach 27, 2014 gl 20, 2016 to March 26, 2004 83 12789 — B - — - HEE2E

Mach 27, 2014 A 20, 017 o Mhach 26, 2024 k1] 12759 - 855 oe - 2% HEEN

Marh 28, 2014 g 29, 2015 bo March 27, 2024 Bk 1] 12067 cax 55 i ce T HEE2E

March 28, 2004 Aped 29, 2016 to March 27, 2084 1] 12967 - MEER - - - HEB2E

March 28, 2004 Aprd 20, 207 to Mareh 27, 2084 83 12067 - HhEN - - - HEEH

Mary 30, 2014 May 30, 2005 bo My 249, 2024 135 13000 - 162035 - - - 1620324

May 30, 2014 May 30, 2006 to My 23, 2024 1325 13009 - 1,620,508 - = = 1 50326

My 30, 2014 Wy 30, 2017 to Wy 29, 2024 135 13009 - 1,620,351 - — - 1 620,351

Subr Iotal 58.137,109 0.543,186 - (1,560,727} - 66,119,568
® Jawnd Hepen] 39014 o Caoman | mbortalmend Limied



Report of the Directors

Exarcise pce Share price Hurdesr of MCP shar options
of MCP of dabe of Outstanding Dulstarding
share gptions grant of MCP i al Granted Exercind Carcalisd Lapesed asal
Mame or calegory Date of grent of fper MCP Sharej  share options Jenuany 1, ding duing dhing duing  December 31,
of participants MCP share cplions Exprrisable pericd” FiiP FHP 214 The pericd the period he pericd fhe peried 2014
(thers™ Jne 38, 2013 March 4, 20157 to June 27, 2003 B3 &30 1,560,718 = = e = 1560728
Jne 78, 2013 Heril 29, 2015 fo Jne 27, 2023 B3 B30 1,960,728 - - - = 1,560,728
June 28, 2013 Heril 29, 2016 to June 27, X023 B30 B30 1.5%0.74 - - —_ i 1,560,729
Sub-totat 4682185 - = - - 458218
Total 116,144,153 8,543,186 — {1,560,727) o 124,126,612
MNetos:
(11 Thawesting period of the MCF share cptions is from the date of grant urtil the commancament of axencisable paicd.
2} March &, 2015 is the 30 days atter tha opening of City of Dreams Maniln on February 2, 2018,
@ The categony “Cthers” reapmsents non -employess of oue Group,
4] Shans prics on thae day bafors of 1he grant of shars oplicn on Fabruary 14, 2014 is PHP13.80.
1] Share price on the day bafors of the grant of share option on February 27, 2014 is PHPI2.70.
51 Shate pice on the day baloes of the grant of share spticn an March 38, 2004 is PHP12,74,
71 Shats prics on tha day Balors of 1he grant of shars splicn an Mash 27, 2074 is PHP12.78,
[:]] Shaire peice on the day bafors of the grant of share option on May 29, 2014 is PHP12.88,
Waekers Cy e, e trrmad it Sevnsl Hopor! 2014 ]



Report of the Directors

Details of the movement in restricted MCP Shares granted under tha MCP Share Incentive Plan during the year ended December 31, 2014 are as follows:

Share price Number of restricted MCP Shares
at date of
grant ol Dutstarding Oulstanding
restricied MCP as al Granbed Yested Cancelled as al
Diate of grant of Sharaes January 1, during during during  December 31,
Name or categery of paricipanis resiicled MCP Shares  Viesting date PHP 24 the period the period the peried 204
MCE Diractors:
Lawrence ¥au Lung Ho June 28, 2013 March 4, 20157 8.30 2,601,213 — = — 2601213
June 28, 2013 Aprll 23, 2015 830 260,213 — — — 26Mm.213
June 28, 2013 Aprl 29, 2016 830 2602 — — — 26m.212
Sub-iolal 7.803.638 — — — 7.803 638
James Douglas Packer June 28, 2013 March 4, 20157 430 28213 — i — 2601 213
June 28, 2013 April 29, 2018 830 B3 — = — 263
June 28, 2013 April 29, 2016 830 260 212 —_ -_ —_ 260 212
Sub-olal 71.603.638 — — — 7.803 638
MCE Diractors’ Sub-total: 15.607.276 — — — 15.607 276
MCE and MCP Direclors:
Clarencs Yuk Man Chung June 28, 2013 March 4, 20157 430 1,734,142 —_ —_ — 1,734,142
June 28, 2013 Aprl 29, 2015 830 1,734,142 — — -_ 1734142
June 28, 313 April 29, 2016 830 1734141 -_— — -_ 173414
May 30, 2014 May 30, 2015 13.00 - 224 640 - —_ 224 640
May 30, 2014 May 30, 2016 13.00 o 224540 o o 224540
May 30, 2014 May 30. 2017 13.00 — 224642 — — 224 642
Sub-iolal 5.202.425 673922 e — 5,876,347
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Report of the Directors

Share prica Mumnbar of resticlad MCP Sharas
al date of
grant of Qutstanding Ouistanding
resiricted MCP a5 af Granted Vested Cancelled a5 al
Date of grant of Shares January 1, during during during  December 31,
Name or category of participants regiricied MCP Shares  Vesting date FHP 2014 the peried the peried the peried 2014
William Todd Msbat June 28, 2013 March 4, 200157 B.30 1,300,606 — — — 1,300,606
Jume 28, 2013 April 29, 215 B.30 1,300 606 - — — 1,300,606
June 28, 2013 Agril 29. 2016 B30 1,300,607 — — — 1,300,607
May 30. 2014 May 30, 2015 13.00 -_ 134,784 -_— — 134 T84
May 30, 2014 May 30, 2016 13.00 -— 134,784 -_— -_— 134 T84
May 30, 2014 May 30, 2017 12.00 — 134,785 — — 134,785
Sub-tatal: 3801 819 404,353 — —_ 4,306,172
Al Yiu Wa Tsui Jume 28, 2013 Mareh 4, 20157 B30 325152 - _ _ 325152
June 28, 2013 April 29, 2015 B30 325152 — —_ —_ 325152
Jume 28, 2013 April 29, 2016 830 325151 —_ —_ —_ 325,151
May 30, 2014 May 30, 2015 13.00 —_ 134,784 - —_ 134,784
My 30, 2014 May 30, 2016 13.00 - 134,784 - - 134,784
May 30, 2014 May 30, 2017 13.00 - 134,785 - —_ 134,785
Sub-Batal: 975,455 404,353 _ —_ 1,379,808
James Andrew Charles Mackienzie June 28, 2013 March 4, 20157 B30 325152 — - —_ 325152
June 28, 2013 April 29_ 3015 B30 325,152 - - -_— 325152
June 28, 2013 April 29, 2016 B30 328151 — — — 325,151
May 30, 2014 May 30, 2015 13.00 — 134,784 — e 124,784
May 30, 2014 May 30, 2016 13.00 _ 134,TB4 — — 134, TB4
May 30, 2014 May 30, 2017 13.00 — 134,785 -— —_— 134,785
Sub-fotal: 975455 404,353 e -y 1,379,608
MCE and MCP Directors’ Sub-fotal: 11,055,154 1,886 981 - - 12,942135
All Directars’ Sub-total: 26,662 430 1,886.981 — — 28,540 411
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Report of the Directors

Shara price Mumbeér of restricted MCP Sharas
al datea of

grant of Outstanding Dutstanding

restricted MCP as al Granted Vested Cancelled a5 al

Diate of grant of Shares January 1, during during during  December 31,

Name or calegory of participanis resiicled MCP Shares  Vesling date FHP 2014 the period the period 1he period 2014
MCP Diraciors

MCP Diraclors May 30, 2014 May 30. 2015 13.00 = 140,400 — — 140,400

May 30, 2014 May 30, 2016 13.00 — 140,400 — — 140,400

May 30, 2014 May 30, 2017 13.00 — 140,400 — — 140,400

Sub-olal: i 421,200 o o 421,200

Employeas June 28, 2013 March 4, 20157 830 9.689.521 = unc (260,122 9.429.399

June 28, 2013 April 29, 2015 830 9,689,521 — — (260,122 0,429,399

June 28, 2013 April 29, 2016 830 9 689,513 - - (260,121} 9.429.302

Fabruary 17, 2014 April 29, 2015 1348 — 260,120 - - 260,120

February 17, 2014 April 29, 2016 1348 — 260121 — — 260121

February 17, 2014 April 29, 2017 1348 —_ 260,11 — —_ FLURF

February 28, 2014 April 20, 2015 13.00 —_ 173414 - —_ 173414

February 28, 2014 April 280, 2016 13.00 —_— 173414 - _ 173414

February 28, 2014 April 29, 2007 13.00 — 173415 —_ — 173415

March 27. 2014 April 23, 2015 12,76 — 173414 — — 173414

March 27, 2014 Aprdl 29, 2016 12.76 — 173414 — — 173414

March 272014 April 29, 2017 12.76 - 173415 - - 173,415

March 28, 2014 April 29, 2015 1296 — 173414 — — 173414

March 23, 2014 April 29, 2016 12.96 — 173414 — — 173414

March 28, 2014 April 29, 2017 1296 —_ 173415 —_ —_ 173415

May 30, 2014 May 30, 2015 13.00 - 810158 - - 810,158

May 30, 2014 May 30 2016 13.00 —_ 810,158 — - 810,158

May 30, 2014 May 30. 2017 13.00 e 810,187 vt — 810,187

Sub-odal: 29,064,555 4771594 — (780,365 33,059,784

= vl Hepor] 114 s 3w | ot bl L



Report of the Directors

Share price Mumber of restricled MCP Sharas
at date of

qgrant of Outstanding Ourstanding
restricted MGP a5 4l Granted Vastad Cancelled asal
Date of gram of Shares January 1, during during during  December 31,
Name or categary of participants restricled MCP Shares  Vesting date PHP 2014 the peried the period the period 2014
Diherg® June 28, 2013 March 4, 20157 B30 780,363 — — — 780,363
June 28, 2013 Agril 29, 2015 B30 780,363 - = - TED,363
June 28, 2013 Agril 29, 2016 B30 780,365 —_ — —_ TED,365
Sub-total: 2,341,091 — — — 234109
Total 58,072,076 7,078,775 - (780,365) 54,371,486

MNoie:
(11 March &, 2015 i@ the 30 days atter the openng of Cay of Dreams Mania on February 2, 2015,

2} The category “Others” represents non-employees of ouw Group.
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Report of the Directors

Directors’ Interests in Competing Business

Mr. Lawrence Yau Lung Ho has effective beneficial interests in Shun Tak Haoldings
Limited (*STHL"), Sociedade de Turismo e Diversdes de Macau, S.A. ("STDM")
and 3JM Holdings Limited (*3JM") of not more than 2%. These effective
baneficial interests are held through a number of intermediary companies in
which Mr, Ho hasg interest. STHL, STDM and SJM are involved in hotel and
casino business, which compaetes with the business of our Company. Mr. Ho is
not a director of STHL, STOM and SJM and has no invalvemeant with, and does
not exercise any control or influence on, managemaent and cperation of STHL,
STOM and SJM.

Each of Mr. James Douglas Packer, Mr. William Todd Nisbet and Mr. Rowen
Bruce Craigie is a director or a senior executive of Crown which operates
casinos in Ausiralia and the United Kingdom, which could indirectly compete
with the business of our Company.

Save as disclosed above, as at December 31, 2014, no Directors had been
interasted in any business, which competes or may compate, either directly or
indirectly with the businesses of cur Company which is required to be disclosed
pursuant to the Listing Rules,

Bl vl Hepor] 114 s 3w | ot bl L

Substantial Interests in the Share Capital of our Company

Az at December 31, 2014, the following persons/corporations had interests in
five per cent or more of the issued share capital of our Company as recorded
In the register required to be kept under Section 336 of the SFO. Detalls of the
interasts in the Shares or underlying Shares of our Company as notified to our
Company are set out below:

Apprcximans
Nusnber of Shares parcentage of
asat shareholding as
Capacity/ December 31, a1 December 31,
Mame nature of inferest 2014 24 oo
Lawrence Yau Lung Ho™ Beneficial gwner and 1,128,998 883 E9.107%
imeras! of controled
carporation
Sharen Sau Yan Lo™ Interest of spause 1,128,996,883 B9.107%
Melco Leisure™ Beneficial gwner and 1,118,458, 086 6B.462%
deamed inlesest
Malca® Interest af controfied 1.118,458,086 GE.462%
corporaion
James Doughas Packer™ Beneficial gwner and 1,116,467 695 BB.462%
imerest of controlied
corporation
Erica Louise Packer™ Interest of spouse 1,118,467 695 BB 462%
Crowm Asia investments™  Beneficial gwner and 1,118,458, 086 BB.462%
deemed infesest
Crowm Entertainméent Group  Inferest of controlled 1,118,458,086 GE.462%
Haldings® corporation
Crowm™ Inferest of controfied 1.118.458,086 GB.462%
carporation



Report of the Directors

4}

@l

(4}

As ot Decernber 31, 2014, Me. Lawmence Yau Lung Ho personally held 25299132 shares of
Malco, representing apprommatsly 1.64% of Melco's shases. In sddnion, 1955000024 shares
of Maloo are held by Lasting Legend Lid., 201 B88 808 shares of Malco are held by Batter Joy
Overseas Lid., 25,724,447 shares of Melco were heild by Mighty Dragon Developments Limited
ard T,294 000 shares of Maico are heid by The L3G Capital Trust, representing approximabety
TATH, 1887, 1.88% and 0.47% of Meloo's shares, all of whigh companies are owned by
parsans andior trusis afflinted with Mr. Lawrence Yau Lung Ho, Mr. Lawrence Yau Lung Ho also
has inteeest in Geeat Aespect Limited, a company controled by & discretionary fnmily frust, the
bnadiciaries of which include Mr. Lawrence Yau Lung Ho and his immadinte family membars and
i 303,962,187 shares of Mebss, reprosenting approdemately 19.66% of Malco'’s shans. Maleo
Lassure & o whollyowned subsidary of Meleo and accondingly. Mr, Lawrence Yau Lung Ho s
ciTsed of TKen 10 be imaeesied in 1.116.458,086 Shanis in which Makss Laisure (5 infemsied of
I8 cidmad or taken 1o ba intetaeabed. Mr Lawnence Yau Lung Ho & also interssted in 10,540,797
Shares, of which 8817, 791 Shares &% in The farm af uriiesled of esarcised share oplichs and
urneaaed reaticied Shanes awards granted as sl December 31, 2014,

Ms. Sharen Sau Yan Lo is the spouss of Mr. Lawrerce Yau Lung Ho and is desmed or Taken 1o be
intarested in the Shares through 1he interest of her spouse, M. Lawrencs Yau Lung Ho, urder the
SFO.

Maleo Latsure 5 the bansficinl owned of 550,220,043 Shares and |3 Seamsd of 1K 10 b
intarasted in 559,229,043 Shares cwred by Crown Asie Invesiments plrsuant o rights of fiest
ralusl v Such Shares granted by Crowe Aga Insesimants in laver of Moo Leisun under the
b sharehakiers” deesd, which became sflecineg in December 20T MNew Sharehclders' Deed").
arlared into belvesan Malco and Crown,

Malco Leisure is a direct wholly-owned subsidiary of Meico and Malco is desmned or taken 1o ba
interasted i 1,118, 458 DBE Shanes in which Melco Leisumne is inferested as mfemed to in note (3
above.

My, Jamas Douglas Packer and his Al el Al il d in S001 36 of the ieaued
shae capital ol Crown, which in 1R o inberedted in T arling issued shase capaal ol Crown
Entemainmant Group Holdngs and whach in turn i3 interesied in the enling issued share capiial
el Crown Asia Mreastments. Accordngly, M James Douglas Packer is desmed or Taken b be

8

Ly

[-1}

@

am

inferastod in 1,118,458 088 Shares in which Crown Asin Invesimaents is interested or s deemed
of takan e D inberasbed., M, Jamas Dougles Packes i alio interested in 9,600 shares in the lom
al unveated Mstrictid Sharms swad grnbed &5 01 Decembar 31, 2014,

Ms. Erica Louise Paciosr is 1ha spouse of Mr. James Douglas Packer and is desmed or laken 1o
b inlesested in the Shares through the interest of her spouse, M. James Douglas Packer, under
tha SFO.

Crawn Asln Investmants is the beneficial cwnaer of 559,229,043 Shates and |5 deamad or taken
e ko interesied in 559,220,043 Shates owned by Mebeo Leisure pursuant 10 rights of first refusal
ol guch Shares granted by Malco Lelsure in favor of Crown Asla Irvestmaents under the New
Sharehelders' Deed,

Crown Asia Investments is a dirsct wholly-owned subsidiary of Crown Entertainment Group
Holdings and Crown Entertainment Group Holdings s deemed or laken to be interested in
1,118,450 08 Shares in which Crown Asin imvestiments s interested as referred fo in rabe (7]
o,

Crown Enferisnment Geoup Holdings |s 0 wholly-gwned subsidiary of Crown and Crown is
dapened or taken 1o be inferesied in 1,118,458,088 Shares in which Crown Asia Irvesimants is
ingnrosted as relecred 10 in nete [7) abave.

The parcerages are calculyied on the basis of 1.633.701.920 Shares in issue as at December
31, 2014,

Directors’ Rights to Acquire Shares or Debentures

Save as disclosed in note 18 to the consclidated financial statements included
in this annual repoet, al no time during the year was our Company, or any
of its helding companies, subsidiaries or fellow subsidiaries, a party to any
arrangements io enable the Directors to acquire benefits by means of the
acquisition of Shares in, or debentures of, cur Company or any other body
corporate,
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Report of the Directors

Directors’ Interests in Contracts of Significance

Save as disclosed in note 24 1o the consolidated financial statements included in
this annual report, no contract of significance in relation to our Group's business
to which our Company, or any of its helding companbes, subsidiaries, or fellow
subsidiaries, was a party and in which a Director had a matarial interest, whather
directly or indirectly, subsisted at the end of the vear or at any time during the
year.

Connected Transactions

Save as disclesed herein, there were no related party transactions of the Group
under Chapter 14A of the Listing Rules which are required to comply with
any of the disclosure and independent shareholders’ approval requirement in
accordance with Chapter 14A of the Listing Rules.

One-off Connected Transaction

During the year, our Group had the following one-off connected transaction
which Is required to be disclosed in the annual report of our Company under
Chapter 14A of the Listing Rules:

Short Film Project with Crown Film LLC

On December 18, 2014, our subsidiary, MCE (IP) Heldings Limited (*MCE IP"),
and a Crown subsidiary, Crown Films LLC ("CFL"), entered into a co-financing,
co-ownership and assignment (the "Assignment Agreement”). under which (a)

e vl Hepor] 114 s 3w | ot bl L

CFL agreed to assign exclusively to MCE IP a 50% undivided share of the short
film produced for the purpose of promoting cur Company's properties in Asia
and Crown's properties in Australia and all related elements, and all the rights in
them [(collectively *Property and Rights™), at a consideration of US$15,619,261;
and (b) MCE IP and CFL agreed to share equally in all present and future
financial obligations relating to the Property and Rights, subject to the terms of
the Assignment Agreement.

Crown is a controlling shareholder of our Company. CFL, being a subsidiary
of Crown, is a connected person of the Company under the Listing Rules.
Accordingly, the transaction contemplated under the Assignment Agresment
constitutes a connected transaction of our Company under the Listing Rules.

Continuing Connected Transactions

During the year, our Group had the following continuing connactad transactions
which are required to be digclosed in the annual report of our Company under
Chapter 144 of the Listing Rules:

Gaming Product Purchases with Dolphin Group

On Decamber 18, 2014, (a) our Company subsidiary, Melce Crown Macau,
and Delphin Products Limited ("Delphin Products™) entered into the gaming
product purchase framework agreement in relation to the sale and purchase of
gaming products by Melco Crown Macau from Dolphin Products, its holding
companies and subsidiaries ("Dolphin Group®) for Altira, City of Dreams Macau,
bocha Clubs and Studio City (the *Macau Framework Agreement”); and (b) our
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Company subsidiary, MCE Leisure Philippines, and Delphin Products entered
into the gaming product purchase framework agreement in relation to the sale
and purchase of gaming products by MCE Leisure Philippines from Dolphin
Group for City of Dreams Manila (the *PHP Framework Agreement”). Both Macau
Framework Agreement and PHP Framework Agreement have a term of three
years commencing from January 1, 2015. The annual caps for each of the three
financial years ending December 31, 2017 are as follows:

For the For the Fer the

yoar anding year ending year ending

December 31, December 31 Degember 31

2015 2016 2017

Estimatad purchase under the US312,000.000 LS$3.000,000 USE3.00,000
Macau Framework Agreement

Estimated purchase under the LS36.000 000 US$3.000,000 US$2,00:0,000

PHP Framework Agreement
Annual Caps: US$18.000,000 USH5.000,000 USE5,000,000

Melco is a contralling sharehclder of the Company. Dolphin Products, being a
subsidiary of Melco, is a connected person of the Company under the Listing
Fules. Accordingly, the transactions contemplated under the Framework
Agreements constitute continuing connected transactions of the Company under
the Listing Rules,

The above connected fransactions disclosed which also constitute related party
transactions are set out in note 24 to the consolidated financial statements
included in this annual report. Our Company has complied with the disclosure
reguirements in accordance with Chapter 144 of the Listing Fules.

Management Contracts

Ne contracts concerning the management and administration of the whale or any
substantial part of the business of our Company were entered into or existed for
the year ended December 31, 2014.

Related Party Transactions

Datails of the significant related party tramsactions undertaken in the uswal
course of business are set cut In note 24 to the consolidated financial
statements included in this annual report.

Purchase, Sale or Redemption of our Company's Listed Securities

During the year ended December 31, 2014, the Company repurchased a total of
12,216,448 ADSs (equivalent to 36,649 344 Shares) at an aggregate purchase
price of approximately USS300 million {excluding commission) on the NASDAC
and the Company did not repurchase any Shares from the Steck Exchange.
Particulars of the repurchases are as follows:

Highest price Lowest price Aggregale

Total number of g e AL paid por ADG consitaration paid

Month of sepurchasa ADSs repurchesed USS 11 13
Seplirrber 2014 3,707 654 O 512 W0z
Diecarber 2014 B508.704 510 04 10999000552

Wt Cy o Ly tabrwasd Limiiosd Srvwsal Hopor? S04 Br



Report of the Directors

The trustes of our 2011 Share Incentive Plan has, pursuant to the terms of
the rules and the trust deed of the 2011 Share Incentive Plan, purchased on
NASDAC a total of 69,426 ADSs (equivalent to 208,278 Shares) of the Company.
Tha total cost for acquiring thesa ADSs of approximataly USS1.7 million was fully
paid during the year endad December 31, 2014,

Save as disclosed above, there was no purchase, sale or redemption by the
Company, or any of its subsidiaries, of any listed securities of the Company
during tha year.

Public Float

Based on the information that is publicly available to our Company and within
the knowledge of its Directors, as at the date of this report, our Company has
maintained the prescribed public float under the Listing Rules.

Legal and Administrative Proceedings

We are a party to certain other legal and administrative proceaedings which
relate to matters arising out of the ordinary course of our business. Based on
the current status of such proceadings and the information currently available,
we do not believe that such proceedings would, individually or in the aggregate,
have a material advarse effect on our business, financial condition or results of
operations.
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An indictment from the Taipei District Prosecutors Office against our Taiwan
branch office and certain of its employees for alleged violations of certain Talwan
banking and foreign exchange laws was received in August 2014, In January
2013, the same Prosecutors Office froze one of our Taiwan branch office’s
deposit accounts in connection with the investigation related to this indictment.
The frozen daposit account had a balance of approximately New Taiwan dollar
2.98 billion {equivalent to approximately US$102.2 milion) at the time the
account was fraZen. Wa have presented the balance of such deposit account as
non-current restricted cash in our financial statements. We will vigorously dafend
any allegations against us, as based on Talwan legal advice received, we belleve
our operations in Taiwan are in compliance with Taiwan laws. As at the date
of this annual report, the indictment and the legal proceedings would have no
immediate material impact on ocur business operations or financial position. Wa
are monitoring this case closely and will re-assess the right and accessibility to
the funds if there is any development in the case. We will account for the funds
and provide relevant disclosures as and when appropriate as this case develops.

Crown Melbourne Limited, the owner of a number of “Crown® trademarks
licensad to ws, is from time to time involved in legal proceedings regarding
“Crown” trademarks used in Macau. We understand that Crown Melbourne
Limited will continue to take vigorous measuras to protect its trademarks. Wa
believe we have a valid right under our trademark license agreement with Crown
Melbourne Limited to use the Crown trademarks in Macau in ocur hotel casino
business.
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Corporate Governance

Our Company Is committed to maintaining a high corporate governance
standard so as to ensure better transparency and protection of Sharsholders'
interests. Our Company has complied with the code provisions of the Corporate
Governance Code and the fermer Code on Corporate Governance Praclices as
set out in Appendix 14 to the Listing Rules for the period from the listing date
to December 31, 2014 except for the code provisions A.2.1 in respect of the
separation of the roles of the Chairman and Chief Executive Officer and A4.1 in
respact of the appointment of non-executive Directors for specific terms.

Further information on our Company's corporate governance practices is set out
in the corporate governance raport on pages 90 to 103 of his annual repart,

Emolument Policy

The employees of our Group are selected, remunerated and promoted on
the basis of their merit, gualifications and competence. The emoluments
of the Directors are decided by ouwr Company’s compensation committes,
having regard to our Company's operating resulls, individual performance and
comparable market standards. Our Company has adopted the 2006 Share
Incentive Plan amd 2011 Share Incentive Plan together with the MCP Share
Incentive Plan adeptad by MCP as an incentive to Diretctors and employees,
details of the plans are set out in note 18 to the consolidated financial

statements and Appendix | and Appendix Il of this annual report.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the laws of the Cayman
Islands or under the Articles that require our Company to offer new Shares on a
pro-rata basis to our existing Sharsholders.

Audit Committee

Our Company has established an audit committes for the purpose of assisting
the Board in overseeing and monitoring, among others, the integrity of the
financial statements of our Company. the performance of our indepandeant
auditors, and the integrity of our systems of internal accounting and financial
controls, Our Company's audit committes consists of three members, Mr.
Thomas Jefferson Wu, Mr. Alec ¥iu Wa Tsui and Mr. James Andrew Charles
MacKenzie. Mr. James Andrew Charles MacKenzie is the chairman of our audit

committaa.
Auditor

The consolidated financial statements of our Company for the year ended
December 31, 2014 have been audited by Messrs, Deloitte Touche Tohmatsu,
who will retire and, being eligible, offer themselves for re-appointment at the
ferthcoming annual general meeting.

On behall of the Board
Lawranca Yau Lung Ho
Co-Chairman and Chiel Executive Officer

Macau, March 25, 2015
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The Directors are pleased to present this corporate governance report for the
year ended December 31, 2014,

Corporate Governance Practices

Cur Company i$ committed te conduct our business consistent with the
highest standards of corporate govemance practices and procedures, and
has adopted our own corporate governance principles, policies and guidelines
(the "Company’s Code”) to deliver these commitments. The Company's Coda
was amended to fully address the principles and code provisions as set out
in the Corporate Governance Code and Corporate Governance Report (the
“Corporate Governance Code®) as stated in Appendix 14 to the Listing Rules.
The Company's Code was also developed by the Board taking into consideration
applicable corporate governance standards of NASDAG. In addition, the
Company has alsc adopted a number of other policies and guidelines, developed
intarnally, to enhance our corporate governance practices and procadures.

Cur Company has complied with all cede provisiens in the Corporate
Governance Code for the year ended December 31, 2014, except for the
fellowing deviations:

Pursuant to code provision A.2.1 of the Corporate Governance Code, the roles of
chairman and chisf executive officer of a listed company should be separate and
should not be performed by the same individual. However, in view of the present
compaosition of the Board, the indepth knowledge of Mr. Lawrence Yau Lung Ho
of tha operations of our Group and of the gaming and entertainment sactor in
Macau in general, his extensive business network and connections in that sector
and the scope of operations of our Group, the Board believes it is in the best
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interasts of our Company for Mr. Lawrence Yau Lung Ho to assume the roles of
Co-Chairman and Chief Executive Officer at this time and that such arrangement
be subject to review by the Board from time to time.

Pursuant to code provision Ad.1 of the Corporate Governance Code, non-
executive directors should be appointed for a specific term, subject to re-
election, Our Company has deviated from this provision in that all non-executive
Directors are not appointed for a specific term. They are, however, subject to
retirernent and re-election every three years. The reason for the deviation is that
our Company does not believe that arbitrary term limits on Directors’ semvice
are appropriate given that Directors ought to be committed to representing
the long-term interests of our Shareholders and the retirement and re-slection
requirernents of non-executive Directors have given our Shareholders the right to
approve the continuation of non-executive Directors' offices.

The Board approved the Policy on Board Diversity on December 4, 2013. The
Company is supportive of the gradual attainment of wider diversity in its Board
composition and it recognizes the benefits that such diversity may offer 1o the
Company. Appointments to the Board will take into account objectively both tha
merits of the candidates and the potential benefits that a diverse membership
of the Board may have on the Company’s growth and its competitivenass. The
Company will apply the considerations described in the policy in the candidate
assessmant and appointment process of director following the appearance of
the next vacancy in the Board. The composition of the Board will be subject ta
ongalng review to ensurg any need to maintain or widen diversity is addressed
pramptly.
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Strategic Plan

Melco Crown Entertainment is focused on develeping and cperating world class
gaming and entertainment resorts, with a particular focus on major gaming

jurisdictions throughout Asla.

The Company currently cperates in Macau, the werld's largest casine gaming
market, and aims to maximize profitability on its current diversified portfolio of
assats by leveraging its various gaming and non-gaming products and amenities,
maintaining a strong fecus on service quality and developing and leveraging its
customer base and loyalty programs.

The Company also aims te identity proactively future appropriate growth
opportunities in beth current and new jurisdictions, delivering a more diversified
earnings stream and incremental cashflow drivers,

The Company's core operational strategy includes delivering a differentiated
and unique entertainment experience for its predominantly Asian customers,
whather through excellence in service, its world-class entertainment attractions
ar through its high guality hotel, retail, food & beverage and gaming product
offerings. This strategy is expacted to build an internationally recognizable suite
of quality brands which cater to a wide spectrum of customers seeaking a diversa
leisure and entertainment experience,

The Company also aims to maintain a strong balance sheet and flaxible capital
structurg, eénabling the Company to pursue future growth opportunities which

maximize return on investmeant and drive long term shareholder value.

The Board of Directors — Functions and Composition
ROLE OF THE BOARD

The Directors’ main duty is to exercise their business judgment to act in
what they reasonably believe 1o ba in the best interests of the Company and
its Shareholders, The Board advises and counsels the Company's senior
management and monitors the performance of such management and the affairs
of the Company.

In addition to its general owversight of management and the affairs of the
Company, the Board also parforms a number of specific functions, either directly
of through its committees, inciuding:

{a) selecting, evaluating and compensating the Company's Chief Executive
Officer and oversesing succession planning of the Chief Executive Officer;

{b) providing counsal and oversight on the selection, evaluation, developmant
and compensation of Senicr managemant;

{¢) reviewing, approving and monitoring fundamental financial and business
strategies and major corporate actions;

{d) assessing major risks the Company facing and reviewing options and
selecting the option{s) to mitigate the risks; and

(&) ensuring processes areé in place © maintain the integrity of these aspects of
the Company: the financial statements, the compliance with law and ethics,
the relationships with customers and suppliers, and the relaticnships with
other stakeholders.
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BOARD COMPOSITION

The Board comprises ten Directors, of whom one is an executive Director,
five are nonm-execufive Directors and the remaining four are independent non-
executive Directors. Three of our Directors were nominated by Malco and three
ware nominated by Crown. The following table provides information about our
Directors.

Name Pesition

Lawrence Yau Lung Ho Co-Chairman, Chied Executive Officer and executive Director
James Douglas Packer Co-Chairman and non-execiive Director
John Peter Ben Wang Non-executive Director

Clarence Yuk Man Chung Kon-executive Director

William Todd Mishet Kon-executive Director

Rewen Brues Craigie Non-executive Director

Jamas Andrew Charles MacKenzie Ineditpandarit mon-axecutive Director
Thomas Jehlerson Wa Indepandent nan-executive Directar

Hbec Yiu Wa Tsud Independent non-execuiive Director
Fobert Wason Mactier Intependant non-executive Directar

Mona of the Board mambers is related to one anothar.

The non-executive Directors and the independent non-executive Directors, all
of whom are independent of the management of our Group's businesses, ara
highly experienced professionals with substantial experience in areas such as
legal, accounting and financial management. Their mix of skills and business
experience is a major contribution to the future development of our Company,
They provide a strong independent element on the Board, exercise independent
judgment and ensure that matters are fully debated and that no individual or
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group of indwiduals dominates the Board's decision making processes. In
addition, they facilitate the Company to maintain a high standard of financial
and other mandatory reporting and provide adequate checks and balances to
safeguard the interests of Sharehalders and the Company as a whola.

DIRECTOR INDEPENDENCE

All independent non-executive Directors have met all of the guidelines
for assessing independence sel out in Rule 313 of the Listing Rules. Our
Company has received from each of them an annual written confirmation on his
independence and considers each of them to be independent.

CHANGES IN INFORMATION OF DIRECTORS

Pursuant to Rule 13.51(B)(1) of the Listing Rules, the changes in information of
our Directors are set cut below:

Mame Changes in information
John Pater Ben Wang

Mr. Wang regigned as a non-executive director of Anxin-
China Holdings Limitad on Movember 1, 2014

Mr. W retired 45 a member of & board of direclons of the
Asian Youth Orchestra Limited an Movember 30, 2014 upon
term expiry and re-elecled an Jarwary 27, 2015,

Mr. MacKenze was appointed as chalnman of Shineling
Australia on February 1, 2015,

Thomas JeHarson W

James Andrew Charles MacKenzle

DEVELOPMENT AND TRAINING

Directors’ training is an on-going process, Throughout the year ended December
31, 2014, owr Directors received regular updates and presentations on
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changes and developments to our Group's business and to the legisiative and
regulatory requirements in which our Group shall comply. A take home pack
for Mew Companiges Ordinance was arranged for the Directors in May 2014,
Moraover, all Directors have salf-studied andfor attendad trainings in relation to
their continuous professional development. The Directors have alse provided
the Company with information regarding the trainings received and studies
completed for record,

A summary of training received by the Directors during the year is as follows:

Type of confinuous
professional development
Antending PReaing
seminarsrainings  regulalory updates

Executive Director

Lawrenca Yau Lung Ho W W
Non-execufive Direclors

James Douglas Packer v
John Piter Ben Wang v v
Clarence Yuk Man Chung v WV
William Todd Misbet v
Rowen Bruce Craigie &
Independent Non-executive Directors

James Andrew Charles Mackenzie J' v
Thomas Jedlerson Wy v
Alec Yiu Wa Tsui o o
Robert Wason Mactier 4 '

BOARD MEETINGS AND DIRECTORS ATTENDANCE RECORDS

The Board meets regularly over cur Company’s affairs and operations. The Board
held a total of eight meetings during the year ended December 31, 2014, The
chief financial officer, the chief lagal officer and the company secratary attended
all Board meetings to advise on statutory compliance, legal, accounting and
financial matters. All businesses transacted at the meetings were documented
and the records were maintained.

Set out below is the attendance record of each member of the Board at the
Board meatings during the year endad Dacember 31, 2014 which illustrates tha
attention given by the Board in overseeing cur Company’s affairs:

Mo of msstings
attended’
heldin 2014  Attendance rale
Executive Director
Lawrence Yau Lung Ho (Co-Chairman) B8 100%
Non-executive Directors
James Dobglas Packer (Co-Chairman) T8 87.5%
Jann Peter Ben Wang B8 100%
Clarence Yuk Man Chung Bi3 100%
William Todd Mighet /8 B7.5%
Ferwen Bruce Cragie B8 100%

Indepandant non-axecutive Direclors

James Andrew Charlas MacXanzie B3 100%
Thomas Jetferson Wu /8 87.5%
Aoz Yiu Wi Tsui B2 100%
Robert Wason Mactier B 100%
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GENERAL MEETING AND DIRECTORS ATTENDANCE RECORDS:

Our Company held two general meetings during the year ended December 31,
2014, which were the extracedinary general meeting held on March 28, 2014
and annual general meeting held on May 21, 2014 and, at which resolutions
ware duly passed in respect of, among others (i) the declaration and payment
of a special dividend of US$0.1147 per Share out of the share premium account
of the Company pursuant to Article 147 of the Articles and in accordance with
the Cayman Companies Law (as amended) of the Cayman Islands (the “Special
Dividend”) te sharsholders whose names appear on the register of membaers
of the Company on the record date fixed by the Board for determining the
entitlements to the Speclal Dividend; (i) the adoplion of the financial staternents
and tha diractors’ and auditors’ reports for the year endad Dacember 31, 2013;
(iiiy the re-appointment of the independent auditor; (iv) the granting of the genseral
mandate and repurchase mandate and (v) the re-election of Directors. Set out
below is the attendance record of each member of the Board at the general
meating during the year ended Decembar 31, 2014:
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Mo, of mestings
attended’
held in 2014 Alfendance rate
Executive Director
Lawrence Yau Lung Ho (Co-Chaiman) 22 100%%
Non-executive Directors
James Douglas Packar {Co-Chaiman) 12 5%
John Pater Ben Wang 2 100%
Clarence Yuk Man Chung 22 100%
Wilkam Todd Misbe 22 100%
Rowen Bruce Craigie 272 100%
Independent non-executive Directors
James Andrew Charles MacKenzie 2 100%
Thomas JuHerson Wu 12 5l
Alac Yiu 'Wa Tsui 22 100%
Robert Wason Mactiar 22 100%

SECURITIES DEALINGS BY DIRECTORS AND RELEVANT EMPLOYEES

The Directors and relevant employees are subjact to the rules set forth in our
Company's Policy for the Prevention of Insider Trading. the terms therein are
no lass exacting than those contained in the Modal Code in Appandix 10 to
the Listing Rules, The Listing Rules require an express Modael Code compliance
confirmation from the directors and that the confirmation be given following a
specific anguiry. All Directors have confirmed that they have complied with the
required standard of dealings and code of cenduct regarding securities dealings
by directors as set out in the Model Code for the year ended December 31,
2014,
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DELEGATION BY THE BOARD

The Board reserves for its decision all major matters concerning the Company.
The day-to-day management, administration and operation of the Company
are delegated to the Chief Executive Officer and senior management of the
Company. The Board has formalized the functions resarved to the Board and
those delegated to management. The functions and responsibilities delegated
are subject to periodic review.

The Company has established the following Board committees to support the
Company in maintaining a high corporate governance standard:

. audit committee;
" compengation committee; and
. nominating and corporate governance committes.

The Board has delegated certain functions to these Board committees. Each
committee has its defined scope of duties and terms of refarence within its own
charter, which empowers the committes members to make decisions on certain

mattars.

Each Board committés, upon reasonable request is able to seek independent
professional advice in appropriate circumstances, at the Company’s expense.

AUDIT COMMITTEE

The Board has established an audit committes in 20086, with its primary duty
to assist the Board in overseeing and monitoring, among others, the audits
of the financial statements of our Company, any relevant legal and regulatory
issues relevant to the financial statements, the performance of the independeant
auditors, the account and financial reporting processes of the Company and
the integrity of our systems of intemal accounting and financial controls, our
Company's risk managament process, the effectiveness of our Company's
intarnal audit function and any significant related party and/or connected

transactions.

In line with Rule 3.21 of the Listing Rules, our Company's Audit Committes
comprises independent non-executive Directors, namely Mr. Thomas Jefferson
W, Mr. Alec Yiu Wa Tsui and Mr. James Andrew Charles MacKenzie, Mr. James
Andrew Charles MacKenzie is the chairman of the Audit Committes,

Set aut balow is the attendance record of sach member of the audit committes
meatings during the year eandad December 31, 2014:

No. meetings

attended’
held in 2014 Attendance rate
Jamas Andraw Charkes Mackenzie {Chairman) 1212 100%
Thomas Jetfersan Wu 1112 N.%
Alec Yiu Wa Tsui 1212 100%
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In discharging its duties, the principal work performed by the audit committee

during the year and up to date of this report included the following:

In relation to financial information:

(&)

(b}

review of the annual consalidated financial statements of our Group for the
yaar ended December 31, 2014 with recommendation to the Board for the
inclusion within our Company's annual reports;

raviaw of the interim result annocuncement and unaudited condensed
consolidated financial statements of our Group for the six months ended
Juna 30, 2014 with recommeandation to the Board for inclusion within aur
Company's interim report;

review of the quarterly unaudited consolidated financial statements and
key performance indicators of our Group for the quarters ended March 31,
2014, Jume 30, 2014, September 30, 2014 and December 31, 2014 and
provide recommendations to our disclosure committee for inclusion within
our Company's quarterly eamings announcement; and

review the disclosure, in accordance with the Company's relevant policies,
of any material information regarding the quality or integrity of the
Company's financial statements, which is brought to its attention by our
disclosure committes,

In relation to relationship with independent auditor:

&)

raview and approve of the engagement lettars of Maessrs. Daloitte Touche
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=

Tohmatsu for audit and non-audit services, the nature and scope these
services, their reporting cbligations, work plan and independence; and

reviaw of the auditor's gualifications, independence and performance, and
recemmendation to the Board for re-appointment of the auditor.

In relation to financial reporting system and internal control:

la)

=

review of the effectiveness of the internal contrels and risk managemant
systems of cur Group, after discussion with management, internal audit
department and independent auditors and review of the reports assoclated
with our program for compliance with section 404 of the Sarbanes-Oxlay
Act of 2002 ("SOX 404 Compliance Program”) and internal audit plan;

review of intermal audit reports, including the major findings and
recommendations from internal audit;

raviaw and approval of internal audit work plan for the year 2015;

review and approval of certain related party transactions and connected
transactions carried out during the year and conducted the annual review
of the continuing connected transactions, together with the independent
non-executive Director who is not @ member of the audit committes, as
included within this annual report; and

reviaw of the staffing and resources of our Group's internal audit and

finance departments.
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Other details of the authority, duties and responsibilities of the audit committes
are available in the audit commitiee charter, which can be found on our
Company's website and the Stock Exchange's website,

COMPENSATION COMMITTEE

QOur Company has established a compensation committee in 2008, with
its primary duly to discharge the responsibiliies of the Board relating to
compensation of our executives, including by designing (in consultation
with management and our Board) and evaluating the executive and Director
compensation plans, policies and programs of our Company, recommending to

aur Board for approval_

The compensation committes comprises independent non-executive Directars,
namely Mr. Thomas Jeffarson Wu, Mr. Alec ¥iu Wa Tsui and Mr. Robert Wason
Mactier. Mr. Thomas Jeflerson Wu is the chairman of the compensation
committes.

Set out below is the attendance record of each member of the compensation
committee meetings during the year ended December 31, 2014

Ma. of mestings

aftended’
heid in 2014 Ariendance rate
Themas Jedfersan Wu (Chalrman) 33 100%
Ao Yiu Wa Tsul 23 66.7%
Robert Wason Mactier 33 100%

In discharging its duties, principal work performed by the compensation
committee includes:

{a) recommendations to the Board for approval in relation to the grant of share
options to participants under the 2011 Share Incentive Plan;

{b) recommendations to the Board for approval of the compensation of the

Directors, and approval of the compensation of senior management;

() determination, with delagated responsibility, of the remuneration packages
of individual executive Directors and senior management; and

{d) assessment of performance of the executive Director.

Other details of the authority, duties and responsibilities of the compensation
committee are available in the compensation committee charter, which can be
feund on our Company's website and the Stock Exchange's wabsite.

NOMINATING AND CORFORATE GOVERNANCE COMMITTEE

Our Company has established a nominating and corporate governance
committee in 2006, with its primary duties to assist cur Beard In discharging its
responsibilities regarding (i) the identification of gualified candidates to become
members and chairs of the Board committees and to fill any such wacancies; (i)
oversight of our compliance with legal and regulatory requirements, in particular
the lagal and regulatory requirements of Macau (including the relevant laws
related to the gaming industry), Hong Kong, the Cayman Islands, the SEC and
MASDACE (i) the development and recommendation to our Board of a sat
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of corporate governance principles applicable to our Company; and (iv) the
disclosure, in accordance with our relevant policies, of any material information
[other than that regarding the gquality or integrity of our financial statements),
which is brought to its attention by the disclosure committae.

The nominating and corporate governance committes comprises indepandent
non-executive Directors, namely Mr Thomas Jefferson Wu, Mr. Alec Yiu Wa
Teui and Mr. Robert Wasen Mactier. Mr. Alec Yiu Wa Taui is the chairman of the
nominating and corporate governance committee.

Set out below is the attendance record of @ach member of the nominating and
corporate governance committea meetings during the year ended December 31,
2014

Wo. of meetings

attended’
held in 2014 Attandance rate
Abec Yiul Wi Tats (Chairman) 22 100%
Thamas Jefarson Wu 2 100%
Roberl Wason Mactiar 27 100%

In discharging its duties, the principal work performed by the nominating and
corporate governance committee during the year included the following:

(@) considered and approved amendment of axisting corporate governancad
policies to incorporate relavant Listing Rules requiremeants;

(&) considered and recommended for the Board's approval the proposed
changes to Board committees” charters;
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fc) reviewed the structure, size and composition of the Board and the Board

committees;

(dy assessed the independence of the independent non-executive Directors;
and

{a) nominated candidates to the Board for it to recommend them to stand for

election by Shareholders at the annual general meeting.

Other details of the authority, duties and responsibilities of the nominating and
corporate governance commiiiee are avallable in the nominating and corporate
govamanca committea charter, which can be found on the Company's wabsita
and the Stock Exchange’s websita,

DIRECTORS' AND AUDITORS' RESPONSIBILITIES FOR FINANCIAL STATEMENTS

The Directors' responsibilities for preparing the financial statements are set out
on page 99 of this annuwal report and the reparting responsibilities of the extarnal
auditors are set out on pages 104 to 106 of this annual report,

FINANGIAL REPORTING

The Board is accountable to the Shareholders and is committed to presenting
comprehensive and timely information to the Shareholders on assessment of our
Company's perfermance, financial position and prospects,

Qur Company voluntarily publishes quarterly unaudited financial results for
the thrae months ended March 31 and September 30 and key performance
indicators of our Group for each fiscal guarter generally within 45 days after
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the and of the relevant quarter to enable its Shareholders, investors and the
public to better appraise the position and business performance of our Group,
Such financial information is prepared In accordance with U.S. GAAP using
the accounting policies applied to our Company's interim and annual financial

statements and there is no reconciliation of such information te IFRS.
DIRECTORS' RESPONSIBILITIES ON THE FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for the presentation of financial
statemants which give a true and fair view of the state of affairs of our Company
and ouwr Group and the results and cash flow for each financial peried. In
preparing the financial statemeants, the Directors have to ensure that appropriate
accounting policies are adopted. The financial statements are prepared on a
going concern basis.

The Board's responsibility to present a balanced, clear and undarstandable
assessment extends to annual and interim reports, other inside information
announcements and other financial disclosures required under the Listing Fules,
and reports to regulators as well as to information reguired to be disclosed
pursuant to statutory requirements.

For the year ended December 31, 2014 and as the date of this annual report
there were no material uncertainties relating to events or conditions that may
cast significant doubt on our Company’s ability to continue as a going concern.

INTERNAL CONTROL

The Board has the overall responsibility for ensuring our Company maintains
sound and effective internal contrals to safeguard the Shareholders' investment
and the Company's assets at all times. To fulfill this responsibility, the Directors
have conducted a review of the effectivenass of the system of internal control of
our Company and our subsidiaries for the year ended December 31, 2014, which
covered the material contrals, including financial, operational and compliance
controls and risk management functions and the adequacy of resources,
qualifications and axperience of staff of cur Company's accounting and financial
reporting function, and their training programs and budget. This review was
conducted by considering the reports and recommendation received from the
audit committas, given its role in providing oversight of the intermal contral and
rigk management system.

The audit committee delivered those reports and final recommendation based
on discussions held with management, the internal audit department and
independent auditors and the review of work performed and reports issued by
those parties in relation to the SOX 404 Compliance Program and our Group's
internal audit plan, Please refer to audit committes section within this report
for more information on the work performed by the audit committee and the
US Corporate Governance Practices section for further detalls on the SOX 404
Compliance Program.
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COMPANY SECRETARY

Cur company secretary, Ms. Stephanie Cheung, is a full time employea of
the Company and has day-to-day knowledge of the Company's affairs, The
Company Secretary is respensible for advising the Beard on governance
matters. For the year ended December 31, 2014, the Company Secratary has
attended relevant professional trainings to update her skills and kmowledge.
She has complied and will continue to comply with the relevant Listing Rules
requirements te take no less tham 15 hours of relevant professional trainings in
aach financial year,

AUDITOR'S REMUNERATION

For tha year ended December 31, 2014, our Company paid approximatealy
HE$11.2 million for services provided to us by our auditer, Messrs. Deloitte
Touche Tohmatsu, comprising, HK$8.1 millien for audit services and HK$3.1
million for non-audit services. Non-audit services primarily included an
intarim review of our Groeup's consolidated financial staterments, agreed upon
procedures related to our preliminary annual results anncuncement, enterprise

resource planning ([ERF) software consultations and certain tax services,
CHANGE OF THE ARTICLES

On shareholders approved the adoption of a further amended and restated
Articles on March 25, 2015, to be effective conditicnal upon the effective date
of our proposed voluntary withdrawal of listing of our shares from the Stock
Exchange {expacting to be on July 3, 2015).
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SHAREHOLDERS' RIGHTS

Canvening of extraordinary general mesting by Shareholders

Pursuant to Article 71 of the Articles, the Board may, whenever thay think
fit, corvenea an extraordinary general meseting, and extraordinary genaral
meetings shall also be convened on the written requisition of any one or mora
Sharshelders, provided that such requisitions held as at the date of deposit of
the reguisition not less than 10% of the paid up capital of cur Company which
carries the right of voting at general meetings of owr Company. Such member
shall daposit at the principal place of business of cur Company in Hong Koeng, or
in the event our Company ceases to have such a principal cffice, the head office
or the registered office of our Company specifying the objects of the meeting
and signed by the requisitions,

If ihe Directors do not within 21 days from the date of deposit of the requisition
procead duly to convene the meeting to be held within a further 21 days, the
requisitions themsehees or any of them representing more than one half of tha
total voting rights of all of them, may convena the genaral meeting in the same
manner, as nearly as possible, as that in which meetings may be convened by
the Directors provided that any meeting s¢ convened shall not be hald after the
expiration of three months from the date of deposit of the requisition, and all
axpanses reasonably incurred by the requisitions as a result of the failure of the
Board shall be reimbursed to them by the Company,
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Propasing a person for election as a Director of the Company

Subject to applicable legislation and regulation and pursuant to the Articles, if
a Sharehalder of the Company wishes to propose a person other than himselt!
herself or a retiring director for election as a Director at a general mesting of the
Company, the Shareholder should deposit a signed written nomination together
with a notice signed by the person to be nominated of his/her wilingness to be
elected which shall be given to the Company at the Company's place of businass
in Hong Kong (36th Floor, The Centrium, 60 Wyndham Street, Cenfral, Hong
Kong) within the 7-day period commencing the day after the dispatch of the
notice of the meeting appointed for such election and end no later than 7 days
prior to the date of such meating.

Putting forward proposals at shareholders’ meetings

Shargholders are welcomed to suggest proposals relating to the cperations,
strategy andfor management of the Company to be discussed at shareholders'
maeting. Shareholders who wish to put forward a proposal should convene
an extraordinary general meeting by the procedures set out in the above
*Convening of extracrdinary general meating by Shareholders®.

US CORPORATE GOVERNANCE PRACTICES

As a NASDAQ-listed company, we are also subject to other ongoing reporting
obligations and requirements impesed by the SEC and NASDAQ, such as
compliance with the Sarbanes-Oxley Act of 2002 [(*SOX Act”). Under section
404 of the SO Act, we are required to include a management report on the
effectiveness of our internal controls over financial reporting in our U5, annual
reports en Form 20-F.

Management's Annual Report on Internal Control Over Financial Reporting

Our Company’s management is responsible for establishing and maintaining
adequate internal control over financial reporting, as defined in Rules 13a-15(1)
and 15d-15(f) of tha .5, Securities Exchange Act of 1934

Our Company's internal control over financial reporting is designed to provide
reasonable assurance regarding the reliability of financial raporﬁng and tha
preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. Our Company's internal control ovar
financlal reporting includes those policies and procedures that;

{1} pertain to the maintenance of records that, in reasonable detail, accurately
and faily reflect the transactions and dispositions of our Company's
assals;
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2) provide reascnable assurance that transactions are recorded as necessary
to permit preparation of financial statements in accordance with generally
accepted accounting principles and that our Company's receipts and
axpanditures are being made only in accordance with authorizations of its

management and directors; and

[3) provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use or disposition of our Company’s assets that
could have a material effect on the financial statements.

Because of its inherent limitations, internal contrel over financlal reporting may
not prevent or detect misstatements. Also, projections of any ewvaluation of
effectiveness to future periods are subject to the risk that contrals may become
inadequate because of changes in conditions, or that the dagrae of compliance
with the pelicies or procedures may detericrate,

Cur Company’s management assessed the effectivensss of our Company's
internal control over financial reporting as of December 31, 2014, In making this
assessment, our Company's managemant wsed the framework set forth by the
Committee of Sponsoring Organizations of the Treadway Commission in Internal
Contrel — Integrated Framewaork (2013) (*2013 Framewark™),

Based on this assessment, management concluded that, as of December 31,
2014, our Company’s internal control over financial reporting is efective based
on this 2013 Framework.
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The effectiveness of cur Company’s internal control over financial reporting as
of December 31, 2014, has been audited by Messrs, Deloitte Touche Tohmatsu,
an independent registered public accounting firm, as stated in their report which
appears harain.

Investor Relations
COMMUNICATION WITH SHAREHOLDERS

Qur Company has established a shareholders' communication policy with an
aim to ensure Sharsholders are provided with readily, equal and timely access
to information about the Company. Information will be communicated to
Sharehelders mainly through our Company's financial repons (quarterly, interim
and annual reports), annual gemeral meetings and other general mesatings
that may be convened, Our Company will make available all the disclosures
submitted to the Stock Exchange and its corporate communications and other
corporate publications on its wabsite. A dedicated “Investor Relations™ section iz
available on the Company’s website. Information an cur website is updated on a

regular basis.
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Our Company regards the annual general meeting an important event and SHAREHOLDERS’ ENQUIRIES AND PROPOSALS
Shareholders are encouraged to participate in annual general meeting or to

appoint proxies to attend and vote at the meeting for and on their behalf if they Sharshokders' anquiries-for the: Beard:or. the: Company;  or. thelr prepoasigety

ara unable to attend the meetings. Sharshclders may direct guestions about shareholders’ meetings may be directed to us.
their sharaholdings to () the Company's Hong Kong registrar, Computershare
Hong Kong Investor Services Limited, if Shares are registered at the Company’s
Hong Kong registrar; or (i) the Company's Cayman Islands registrar, Intertrust By post: 36th Floor, The Centrium. 60 Wyndham Street, Central, Hong Kong
Corporate Services (Cayman) Limited, if Shares are registered at the Company’s By fax: +852 2537 3618

Cayman Islands registrar.

By amail: info@maelco-crown.com

For and on behalf of the Board
Lawrence Yau Lung Ho
Co-Chairman and Chief Executive Officer

Macau, March 25, 2015
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Report of Independent Registered Public Accounting Firm

Deloitte.
=g

Ta the Shareholders and the Board of Directors of Maleo Crown Entertainmant
Lirnited:

We have audited the accompanying consclidated balance sheets of Melco
Crown Entertainment Limited and subsidiaries (the "Company”®) as of December
31, 2014 and 2013, and the related consoclidated statements of operations,
comprahansive income, shareholdars' equity, and cash flows for each of the
three years in the pericd ended December 31, 2014, Our audits also included
the financial statement schedule included in Schedule 1. These consolidated
financial statements and financial statement schedule are the responsibility of
the Company's management. Our responsibility is to express an opinion on these
consolidated financial statemants and financial statement schedule based on our
audits.

We conducted our audits in accordance with the standards of the Public
Company Accounting Ovarsight Board (United States). Those standards require
that we plan and perform the audit to obtain reasonable assurance about
whether the consoclidated financial statements are free of material misstatement.
An audit includes axamining, on a test basis, evidence supperting the amounts
and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as
well as evaluating the gwerall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.
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In cur opinien, such consolidated financial statements present fairly, in all
material respects, the conselidated financial pesition of the Company as of
December 31, 2014 and 2013, and the consolidated results of their operations
and their cash flows for each of the threa years in the pericd ended Dacember
31, 2014, in conformity with accounting principles gemerally accepted in
the United States of America. Also. in our opinion. such financial statement
schedule, when considered in relation to the basic consolidated financial
statements taken as a whole, presents fairly in all material respects, the
information sat forth therain.

We have also audited, in accordance with the standards of the Public Company
Accounting Oversight Board (United States), the Company’s internal control aver
financial reporting as of December 31, 2014, based on the criteria established
In Internal Control — integrated Framework (2073) issued by the Committes of
Sponsoring Organizations of the Treadway Commission and our report dated
March 25, 2015 expressed an unqualified opinion on the Company's internal
control over financial reporting.

Deloitte Toucha Tohmatsu
Certified Public Accountants
Hang Kang

March 25, 2015
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Deloitte.
=

To the Shareholders and the Board of Directors of Melco Crown Entertainment
Linnited:

We have audited the internal control over financial reporting of Melco Crown
Entertainment Limited and subsidiaries (the “"Company”) as of December
31, 2014, based on the criteria established in Infernal Control — Integrated
Framework (2013) issued by the Committee of Sponsoring Organizations
of the Treadway Commission. The Companys management is responsible
for maintaining effective internal control over financial reporting and for its
agsessment of the effectiveness of intermal control ower financial reporting,
included in the accompanying Management's Annual Report on Intermal Control
over Financing Reporting. Our responsibility is to express an opinion on the
Company's imternal contral ever financial reperting based on our audit.

We conducted our audit in accordance with the standards of the Public
Company Accounting Oversight Board (United States). Those standards reguire
that we plan and perform the audit to obtain reasonable assurance about
whether effective internal comtral over financial reporting was maintained in all
matarial raspacts. Our audit included ebtaning an understanding of internal
contral over financial reporting, assessing the risk that a material weakneass
exists, testing and evaluating the design and operating effectiveness of internal
control based on the assessed risk, and performing such other procedures as wa
considered necessary in the circumstances. We balieve that gur audit provides a
reasonable basis for our opinion.

A company's internal contrel aver financial reporting is a process designed by,
or under the supervision of, the company’s principal executive and pringipal
financial officers, or persons performing similar functions, and effected by the
company's board of directors, management, and other personnel to provide
reasonable assurance regarding the reliability of financial reporting and the
preparation of censolidated financial statements for external purposes in
accordance with generally accepted accounting principles. A company's internal
control gver financial reporting includes those policies and procedures that (1)
pertain to the maintenance of records that, in reasonable detail, accurately and
fairly reflect the transactions and dispositions of the assets of the company;
{2) provide reasonable assurance that transactions are recorded as necessary
to permit preparation of consclidated financial statements in accordance with
generally accepted accoumting principles, and that receipts and expenditures
of the company are being made only in accordance with authorizations of
management and directors of the company, and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition,
use, or disposition of the company’s assets that could have a material effect on
the consolidated financial statemants.

Because of the inherent limitations of internal control over financial reporting,
including the possibility of collusion or improper management override of
contrals, material misstatermaents due to arror or fraud may not be pravented
or detected on a timely basis. Also, projections of any evaluation of the
effectiveness of the internal control over financial reporting to future periods are
subject to the risk that the confrols may become inadequate because of changes
in conditions, or that the degrea of compliance with tha policies or proceduras
may dateriorabe,
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In our opinion, the Company maintained, in all material respects, effective
internal control over financial reporting as of December 31, 2014, based on the
criteria established in lnternal Control — Integrated Framework (2013) issued by
the Committee of Sponsoring Organizations of the Treadway Commissicn.

We have also audited, in accordance with the standards of the Public Company
Accounting Owversight Board ([United 5States), the consclidated financial
statemnents and financial statement schedule as of and for the year anded
December 31. 2014 of the Company and our report dated March 25, 2015
expressed an ungualified epinicn on those consolidated financial statements and
financial statement schadula.

Deloitte Touche Tohmatsu
Coertified Public Accountants
Hoeng Kong

March 25, 2015
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Consolidated Balance Sheets

{In thousands of U.S. dallars, except share and par share data)

December 31,
2014 2013

ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 1507TBE5 % 1381757
Bank deposits with original matwity over three menths 110,616 626240
Pistricted cash 1,447,034 77234
ACCOUmMS recaivabile, net (Note 3) 253,665 287 680
Amounts due from affliated companies (Note 24(z)) 1,078 23
Deferred tax assets (Note 17) 5% ==
Income tax receivable 15 18
Inventtanies 231 18,160
Prapaid expenses and ofher curment assels 69,254 54 B08
Aggets held for sale (Note 4) o 8468
Tatal current assets 3,502,961 3,148,447
PROPERTY AND EQUIPMENT, NET (Mote 5) 4,696,391 3.308 46
GAMING SUBCONCESSION, NET (Nate B) 427,794 485 031
INTAMGIBLE ASSETS, MET (Note T) 4,220 4,220
GOODWALL (Note T B1,915 B1.05
LOMG-TEAM PREPAYMENTS, DEPOSITS AND OTHER ASSETS

[Mate 8} 267,558 345,667
RESTRICTED CASH 369,540 ETER T
DEFERRED TAX ASSETS [Nobe 17) 115 9
DEFERRED FINANCING COSTS, MET 174,872 114431
LAMD USE RIGHTS, MET (Nole 9) BET, 188 951,618

TOTAL ASSETS

$ 10432563 $ 8613639

Decamber 31,

2014 2013
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABLLITIES
Accounts payable Mote 10§ $ 0 14428 % 8825
Accrued expenses and olher current Rabilities (Note 11) 1,005,720 828,751
| tax puryabis 6,621 5,584
Capital baase chligations, dus within one year (Note 13} 23,512 27 265
Current portion of long-term debi (Note 12) 262,750 262 566
Amounts due 1o affiliated companies (Note 2400 3626 2.900
Amount due 1o a shareholder (Note 24c)) -— Ta
Total curran liabdities 1,316,657 1,237 870
LOMG-TERM DEBT (Note 12) 3,640,031 2,270,824
OTHER LOWG-TERM LIABILITIES (Note 14) 93,441 28 492
DEFERRED TAX LIABILITIES (Mote 17) 58,949 62 806
CAPITAL LEASE CBLIGATIONS, DUE AFTER OME YEAR (Note 13) 278,027 253,029
LAND USE RIGHTS PANABLE Mate 23(cl) 3,788 35,466

COMMITMENTS AND CONTINGENCIES (Note 23)
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Consolidated Balance Sheets

(In thousands of U.S. dellars, except share and per share data)

Detamber 31,
2014 2013

SHAREHOLDERS' EQUITY
Ordinary shares at US30.01 par value per share

{Aarthorized — 7,300,000,000 shares as of

Decembar 31, 2014 and 2013 and issued

— 1,633,701,920 and 1,666,633 448 shares as of

Dacember 31, 2004 and 2013, respectively (Note 16]) £ 16337 §  16BET
Treasury shares, al cost

(17,684 386 and 16,222 246 shares as of

December 31, 2014 and 2013, respectively (Nole 16]) (35,167 15,9600
Additional paid-in capital 3,092,943 3,479,300
Accumulated other comprehensive losses (17149 15,582)
Retained eamings 1.22TATT 772,156
Total Melco: Crown Entertainment Limited shareholders equity 4,286,141 4,246 670
Moncontralling interesls 755,529 676312
Total equity 5,041,670 4,924 982
TOTAL LIAELITIES AND EQUITY $ 10432563 § 8813630
NET CURRENT ASSETS $ 2186304 5 1910477
TOTAL ASSETS LESS CURRENT LIABILITIES $ 9115906 § 7575669

Tha accompanying notes are an integral part of the comsclidated financial
statements.
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Consolidated Statements of Operations

{In thousands of U.S. dallars, except share and par share data)

Year Ended December 31,

fear Ended December 31,

2014 2013 202
OPERATING REVENLES
Casino 5 4854184 § 4041487 § 3034761
Roams 136,427 127 661 118,059
Food and beverage 84,805 T8ERBD T2 T8
Entertairmant. relail and cihers 108,417 103,739 0,789
Gross revenues 4,983,923 5,251,767 4,216,327
Liess: promotional allowances {181,614) {164,589 138.314)
et reverues 4,802,309 5,067,178 4.078.013
OPERATING COSTS AND EXPENSES
Casing (3.246,404) (3452736  (2834.762)
Reoms {12,669 {12.511) (14.697)
Food and bevarage (23,513 (20,114) (27 531}
Enteriginment, retall and others (62,073 (B4, 212) (B2 818)
General and administrative [311,696) {255,780 (225,980
Paymens 1o the Philipping Parties 870 - —_
Pra-pening cosls (93,970 7,014 (5,785)
Development costs 10,734) (26,207) (11,099}
Amortizatian of gaming subconoession {57,237 57.230) (57 .237)
Amortization of land use rights (G4, 471) 1B54.271) (59911}
Depreciation and amortization [246,686) {261,238) (261.444)
Froperty charges and ofhers {B.60E) (6, Ba4) (8,654}
Gain on disposal of assets held for sale 22,072 +— s
Tatal operating costs and expansas 1,116,948 (d, 247 354) [3.570.921)
CPERATING INCOME $ 685380 % 834824 3 507092

2014 2013 2012
NOM-OPERATING INCOME [EXPENSES)
Interest income $ 005 3 TBEOD % 10,958
Inferest expenses, net of capitalized interest (124,090 (152 660) (09611)
Change in fair value of interest rate swap
agraements —_ — 363
Amortization of deferred financing costs (28,055 {18159 13272
Loan commitment and other finance fees (18.976) (25,643 {1.324)
Foreign exchange loss) gain, ne {6.155) (10,756 4 6B5
Other income, net 2313 1,661 115
Loss on extinguishment of debd (Nale 12) - (50,935) =
Costs associated with debi modification
[Mote 12 — {10,538) (3.277)
Total non-operating expenses, net {154,938 [259,370) 111,363
INCOME BEFORE INCOME TAX 530422 580,454 305 720
INCOME TAX [EXPENSE) CREDIT (Nate 17) (3.036) (2,441) 2043
MET INCOME 527,386 57803 398 672
NET LOSS ATTRIBUTAELE TO
NONCONTROLLING INTERESTS 80,894 58,450 18,531
NET INGOME ATTRIBUTABLE TO MELCO CROWN
EWTERTAINMENT LIMITED $ 608280 § 637463 § 417203
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Consolidated Statements of Operations

(In thousands of U.S. dellars, except share and per share data)

Yaar Ended Dacamber 31,

2014 2013 2012

MET INCOME ATTRIBUTABLE TO MELCO CROWN

ENTERTAINMENT LIMITED PER SHARE:

Basic 5 0363 3 0358 % 0,254

Diuted % 0366 § 0383 § 0252
WEIGHTED AVERAGE SHARES USED IN

MET INCOME ATTRIEUTABLE TO

MELCO CROMWM ENTERTAINMENT LIMITED

PER SHARE CALCULATION:

Basic 1,647,571.547 1649678643 1,545,346 902

Difuted 1,660,503,130 1,664.198.091 1,658,262 996

The accompanying notés areé an integral part of the consclidated financial
statements.
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Consolidated Statements of Comprehensive Income

{In thausands of LS. dallars)

Year Ended Dacembear 31

2014 2013 202
Net income £ 527386 § STEO013 % 3OAET?
Oiher comprehensive loss) income:
Foreign cumency fransiation adjustment {2,468) (23,399 16
Change in lair value of inferest rale
SWAD agraements 19 — —
Change in fair valua af forward exchange
rate condracts -_— - 9
Reclassification to earnings upon settkement
of torward axchange rate conlracts -— —_ {134)
Other comprahangive loss {2,487) 123,300) (23)
Tatal comprehensive Income 524,899 554,614 398,649
Ceenprehsnsive loss altributabla
to noncontralling interasts 81,824 BB.314 18.540
Comprehensive income aftribulable io
Melco Crown Enfertainment Limited $ BO06723 § B22028 % 417189

The accompanying notes are an integral part of the

statermants.

consolidated financial
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Consolidated Statements of Shareholders’ Equity

{In thousands of U.S. dollars, except share and per shara data)

Maico Crown Enfertainment Limited Shaneholders' Equity

Accumulated (Accumuliated
Additonal Other Losses)
Oedinary Shares Tresksury Shares Paid-in  Comprehensive Refained  Moncontroling
Shares Amourd Srares Amount Capital Losses [Eamings Inferests Tokal Ecpaity
{Hoke)

BALANCE AT JANUARY 1, 2012 1,653,101.002 § 16531 (10552328 3 (106} § 3223274 § 1034 5 (28250 5 231497 5 3872
Met income for the year al s v = N L 7203 {18,531} 308672
Capital contribution from nonconiroling inderests St - = - - e - 140,000 140,000
Foreign camency ranslation adjusiment — - — — -— 16 -_— ] 7
Change in fair value of forward exchange rale contracts - -_ - - - ] - - ]
Reclassificalion 1o eamings upon setfement of forarard

exchange rabe contracts - —_ —_ — - 138 - — 138
Acquisition of assets and Kabiliies (Note 26) - - - — - - - 1860 1,880
Share-bassd compersation (Note 18) — = e — B.973 - — — 8473
Shares lssued for Aulure vesting of restricied shares and

exercise of share options (Nole 16] 4 958,243 50 14,858,299 50 - -_— - - -_—
Issuance of shanes for restricled shares wesiad (Hobe 16) = -_— 1,276,634 11 13 - - = -
Cancallation of vested resiricted shares - — B — - —_— — - -
Exarcise of share oplions (Nola 16} - - 2,966,955 ki 3601 - - - 383
BALANCE AT DECEMEER 31, 2012 1.E58.059.295 16,581 (11,267 (136} k] 3235835 {1057 134 6493 IHET 3,740,756
Mot income for the yaar - - -_ - - . Bar.463 (69,450} 53,013
Capital contribution from noncontroling inkerests — — - — — - - 280,000 280,000
Fargign camency branslation adjustment - -— -— e - (14,535 - (8BB4} [33.309)
Share-based compensalion Nole 18) o - - - 14,119 e P Bal 15,002
Shares purchased under trust amangement for fulure vesting

of restricted shares (ot 16) - — 11,121,838) 8770 — — — - [B.770)
Transler of shares purchased undér rust arrangament Sor

reskicied shares vested (Nole 16) = - 78579 2065 (2,968 - - - -
Shareg issued for future vesting of reskicled shaes and

exercise of share oplions (Nole 16 B57T4,153 L] 18,574,153 186} B Z8 SIE T EE
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Consolidated Statements of Shareholders’ Equity

{In thousands of U.S. dallars, except share and par share data)

Mielco Crown Enleriainment Limited Shaseholders’ Equity

Accumulated (Accumulaled
Additional Orher Leossas)
Orcinary Shares Traasury Shares Paid-in  Comprehensive Retsined  Moncontrolling
Shares Amount Shares Amiound Capital Losses Eamings Interests Total Equity
(Nala)
Issuance of shares for resiricied shares wested (Note 16} — 5 — 12078 s 13 3 s — & =% =g —
Exercise of share options Note 16) —_ —_ 3,064,302 kil 4588 —_ - — 4919
Change in shasahokding of the Philppens subsisaries (Note 27} —_— —_ — — 227536 -_ — 1092 338,461
BALANCE AT DECEMBER 31, 2013 1666633 448 16,667 {16,222 .245) 5.960) 3470398 {15.502) 17215 678312 4,924 987
Nel incame for the year —_— — —_ - — - B0a, 280 {B0.BD) 527,386
Captal contribulion fram moncontrolling inlerests - -_ -— -— — -_— -— 92,000 92,000
Fonzign curmency translation adustment -_— — - - -— 11.538) -_— {8a0) |2 458)
Change in fair value of interest rals swap agreaménts —_ - - — —_ {19 —_ —_ 1%
Srare-hasad compensation (Nota 18) — — —_ _ 18233 - — 2,168 20,401
Shares purchasad under Inst amangement for future vessing
of restricled shares (Nole 16) —_ —_ (208.278) 721 — — - —_ {1.721)
Transfes of ghares purchased under trust amangement for
restriched shares wested (Nole 16) -_ -_— 46701 3648 [3.648) -_ _— -— -—
Sranes repurchased for retiremant (Note 16) _— —  {36.649.344) (300,435 - - _ - (300,485
Retramant of shares (Nule 16) (32,931,528 @330 395 7134 [271,011) - - - -
Issuance of shares for restricted shares vasted (Nole 16) = = 1,063,534 1 [} = = s =
Exercisa of share otions (Note 16) - s 92X ] 2147 — - - 2,156
(hange in shareholding of the Philippine subsidiaries (Note 27) - —_ - - .23 — —_ B4 873 122,166
Dividends declared (302076 per share) (Note 1) -_ — — -_— (153,458 — {155.259) — (342.718)
BALANCE AT DECEMBER 31, 2014 183371820 3 16337 (I7.684.386) § (316N § 309204 5 f7140) § 1227977 § 755519 § SO0NET0

Note: The treasury shares represent i) new shases issued by the Company and held by the depository bank 10 faciitate the administration and opeations of the Company’s share incentive plans. and are 10 be delivened 1o
the Directors, sligibls smployess and gonsultants on the vesting of restricted shares and upon the axescise of share options; i) the shares purchased under a trust arangemant for the benalit of certain beneficiaries
who are awardees under the 2011 Share incentive Plan and held by a trustes fo faclitate the future vesting of restncted shares in selected Diregtors, employees and consultants under the 2011 Share Incentie Plan;
ard i) tha shares repurchased by the Company under the Slook Repurchase Program panding for retirement.

The accompanying notes are an integral part of the consclidated financial statements.
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Consolidated Statements of Cash Flows

{In thousands of U.S. dollars)

Yaar Ended Dacamber 31, Yaar Ended Decamber 31,
2014 2013 2012 2014 2013 212
CASH FLOWS FROM OPERATING ACTIVITIES Reclassification of accumulated income of
Met income $ 52738 % STAM3 8 GOBET? forward exchange rate contracts from
Adjustments lo reconcile net income fo net atcumulated other comprehensive losses & — — % [138)
cagh provided by cperating activities: Change in fair value of interest rate
Depraciation and amorization 368,304 382,806 378 507 SWAD Agreements —_ — [363)
Amartization of dafarred financing casts 28 055 18,158 13,272 Changes in aperating assets and liabilties:
Amortization of deferred imerest axpense —_ 756 2138 Accounts recetvable [7.732) [15.261) [42,367)
Amaortization of discount on senior notes Amounts due from affiated companies {1.056) 1.289 524
payabie — | a0 Amount due from a shareholder -_ - [
Excess payment on acquisition of assets and Inventgries (4,842 (1.593) {1,318
liabilifies: —_ — 5,747 Prepaid expenses and other current assets [3.893) [25.974) (3,718)
Interest accretion on capital leass abligations 19,756 16,063 — Long-term prepayments, depasits and
Irtasest incom e on restricted cash (3,050} -_ -_ other assels (49,007) [1.187) 2,679
Loss on disposal of property and equipment 4550 2,483 a7 Defarrad tax asssts 22 12 B1)
Impairment lass recognized on property and Accounds payable 4,603 (3.920) 1722
equipment 4,145 — — Accrued expenses and
Alowance for doubtil debts and other currend kabilibes (42 B68) 71.527 164 886
direct wrile off 37 660 44,290 26416 income tax payabie (239 5,640 @33
Writlen off conbract acquizition cosis — 1,582 — Amgunts dug to affiliated companies (2,000 2,164 [G64)
Gain on dispasal of assets held for sale (22,072 b i Ampunt due to a shareholder 7% 79 —
Lass on extinguishmant of debd —_— 50,935 —_— Other long-term Babililiss 26,271 2,00 409
Written off defarred financing costs Diabarrad tax liabilities [3.857) [3.544) [3.678)
on modfication of dabl —_ 10,533 _— Met cash provided by operating activilies $  BMEI4 F 1151934 § 950233
Share-based compensation 20401 14,987 EOT3
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Consolidated Statements of Cash Flows

{In thousands of U.S. dollars)

fear Ended December 31, ‘Year Ended Decembar 31,
2014 2013 202 2014 2013 2012
CASH FLOWS FROM INVESTING ACTIVITIES CASH FLOWS FROM FINAMCING ACTIVITIES
Payment for capitalized construction cosls 3 [O7TIBH 5 (#0601 B (79.211) Dividends paid 3 (342718 3 — 5 o
Changes in restricied cagh [BTE,151) 26B414 (1,047 019} Repurchase of shares for retirement (300,495 —_ —_
Payment for acquisition of property and Principal paymenls cn lang-term datt (262,563 (1667969 (2.758)
dequipment {237,715) (78,2500 (141 269) Payment of dabarred financing costs (12,743 (120,133 (30,267)
Placemant of bank deposits with original Purchase of shares under trust amangament
maburity over three manths (110,616 (626, 9400 — for future vesting of restricted shares 1.721) (8,770 —
Acvance payments lor construction costs {107 587 {161.633) -— Principal payments on capital bease coligations (228) (38) -_
Deposits tor acquisition of propety and Prapayment ol delerred financing costs -_— (56,535) {18813
equipment (99,443 {17,198) (7.708) Delerred payment for acquisition of assels
Payment for land us= rights (50,541) {64, 297) (53 830) and liabilties e (25,0000 {25,000)
Payment for erbertalnment production costs {1,346 (2,064 {1.788) Procesds from exercise of share options 736 47 3500
Paymant for conlrac! acquisiion costs — 27,728 —_ Capital comtrbution from noncontrolling interests 92.000 280,000 140,000
Paymént for security deposil — (4.283) —_ Nel proceeds from issuance of shares
Procesds from depesits on sale of assets of 3 subsidiary 122,167 336,461 b
held for sale -_ 1,285 — Proceeds from long-lerm debi 1632514 1,000,000 B6E.000
Mel payment for acquisition of asseis and Met cash provided by {used in)
liabifities = A [5.315) financing activilies 926,950 [264,967) 934,735
Proceeds from sale of property and equipment 1117 343 422 EFFECT OF FOREIGN EXCHANGE ON CASH AND
et proceeds from sale of assels held for sale 29,255 - -_— CASH EQUIVALENTS (397) (5,148 1,935
Withdrawals ol bank deposits with MET INCREASE [DECREASE) IN CASH AND
original maturity aver Thres months 626,340 — A CASH EQUMVALENTS 215,898 [327 452) 551,185
Net cash used in investing activties $ (1605269 $ (12002700 $ (1.335.718) CASH AND CASH EQUIVALENTS AT
BEGINMNING OF YEAR 1,381,757 1,709,209 1,158,024

CASH AND CASH EQUIVALENTS AT ENDOF YEAR S 1507655 5 1381757 $ 1709200
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Consolidated Statements of Cash Flows

{In thousands of U.S. dollars)

Yaar Ended Dacamber 31,
2014 2013 02

SUPPLEMENTAL DISCLOSURES OF CASH FLOWS
Cash paid for inferest (net of capitalized inferest) 3 (95.118) $  (127.807) § (102015
Cash paid for tax (net of refunds) {7.154) (333 1,125
MNON-CASH INVESTING AND FINANCING ACTIMTIES
Costs of proparty and aquipmant Tundad

through capital lease obligations 850 288,535 -
Costs of property and equipment funded

through accrued expenses and

otheer current Eabilities and

ofher long-term liabikties 680,738 15,744 10,967
Costs of property and equipment funded
through amounts due to affilaled companies 2 809 5 a5

Construction costs funded through accrued

eapanses and ather currént lisbilitas,

othear long-term liahifties and

capital bease cbligations 200,800 ar.61 48 508
Land use rights costs funded through accrued

eapensas and other current labilities and

land use rights payabie = 14,608 69,057
Deferred financing costs funded through accrued
expenses and alher currend liabilites 243 4522 7080

The accompanying notes are an intagral part of the consclidated financial

statements.
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Notes to Consolidated Financial Statements

{In thousands of U.S. dallars, except share and par share data)

1.

COMPANY INFORMATION

Melco Crown Entertainment Limited (the “Company”) was incorporated
in the Cayman Islands, with its ordinary shares listed on the Main Board
of The Stock Exchange of Hong Kong Limited (the *Hong Kong Stock
Exchange”) under the stock code of "6883" in the Hong Kong Spacial
Administrative Region of the Pecple's Republic of China ("Hong Kong™)
and its American depository shares ("ADS") listed on the NASDAQ Global
Select Market under the symbol *MPEL" in the United States of Amarica.
The address of the Company's registered office is 190 Elgin Avenus,
George Town, Grand Cayman K¥1-2005, Cayman Islands. The Company’s
place of business in Hong Kong is 36/F, The Centrium, &0 Wyndham Street,
Central, Hong Kong. On January 2, 2015, the Company submitted an
application to the Hong Kong Stock Exchange for the voluntary withdrawal
of the listing of its ordinary shares on the Main Board of Hong Keng Stock
Exchangea, further details pleasa rafer to Note 33{a).

The Company together with its subsidiaries (collectively referred to as
the “Group”) is a developer, owner and operator of casimo gaming and
entertainment resort faciliies in Asia. The Group currently opeérates Altira
Macau, a casing hotel located at Taipa, the Macau Special Administrative
Region of the People's Republic of China (*Macauw®), City of Dreams,
an integrated urban casino resort located at Cotai, Macau and Taipa
Square Casing, a casino located at Taipa, Macau. The Group's business
alse includes the Mocha Clubs, which comprise the non-casing based
operations of electronic gaming machines in Macau. The Group is also
developing Studio City, a cinematically-themed integrated entertainment,

retail and gaming resort in Cotai, Macau. In the Philippines, Melco Crown
{Fhilippines) Resorts Corporation (“MCP®), an indirect majority owned
subsidiary of the Company whose common sharés are listed on The
Philippine Stock Exchange, Inc. under the stock code of "MCP", through
MCP's subsidiary, MCE Lelsure (Philippines) Corporation ("MCE Leisure”),
currently operates and manages City of Dreams Manila, a casino, hotel,
retail and entertainment integrated resort in the Entertainment City complex
in Manila. City of Dreams Manila commencad operations on December 14,
2014, with a grand opening of the integrated resort on Fabruary 2, 2015,

As of December 31, 2014 and 2013, the major shareholders of the
Company are Melco Intermational Development Limited (*Melco®), a
company listed in Hong Kong. and Crown Resorts Limited (*Crown®), an
Australian-listed corporation,

SUMMARY OF SIGNIFICANT AGCOUNTING POLIGIES
(a) Basis of Presentation and Principles of Consolidation

The consolidated financial statements have been prepared in
conformity with accounting principles generally accepted in the
United States of America ("U.S. GAAP") and include applicable
disclosures required by the Rules Gaverning the Listing of Securities
on Hong Kong Stock Exchange and by the Hong Kong Companies
Crdinance.

The consclidated financial statements include the accounts of
the Company and its subsidiares. All intercompany accounts and
fransactions have been eliminated on consolidation.
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Notes to Consolidated Financial Statements

(In thousands of U.S. dellars, except share and per share data)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {G{IHTINUEI]] Cash and cash equivalents are placed with financial institutions with
high-credit ratings and quality.
(b) Use of Estimates
(8) Restricted Cash
The preparation of consclidated financial statements in conformity

Th t i f tri sh hi
with U.S. GAAP requires management te make estimates and 8 eutent pomicn ol mehicied. cash. represonts: those /cooh

deposited into bank accounts which are restricted as to withdrawal
and use and the Group expects those fund will be released or utilized
in accordance with the terms of the respective agreements within the
next twelve months, while the non-current portion of restricted cash
raprasents those fund that will not be released or utilized within tha
next twelve months, Restricted cash as of December 31, 2014 and
believes to be reasonable under the circumstances. Accordingly, 2013 comprises i) bank accounts that are restricted for withdrawal
aclual results could ditfer from those astimates. and for payment of Studio City project costs in accordance with the
terms of the Studic City Motes and Studio City Project Facility as
dafined in Note 12 and other associated agreements; i) a subsidiary's

assumptions that affect certain reported amounts of assels and
labilities, revenues and expenses and related disclosures of
contingent assets and liabilities. These estimates and judgements ara
based on historical information, infarmation that is currently available
to the Group and on various other assumptions that the Group

() Fair Value of Financial Instruments

Fair value is defined as the price that would be received to sell the Taiwan branch office’s daposit account in Taiwan which has been
asset or pald to transfer a llabliity (l.e. the “exit price®) in an orderly frozen by the Taiwanese authority since January 2013 in connection
transaction between market participants at the measurement date. with an investigation related to certain alleged violations of Taiwan

The Group estimated the fair values using appropriats valuation banking and foraeign exchange laws by certain employeas of the

Taiwan branch office, with indictment received in August 2014 against

mathodolegies and market information available as of the balance
the subsidiary’s Taiwan branch office and such employees, further

sheeat date.
information is included in MNote 23{a); iii) cash in escrow account,
(d) Cash and Cash Equivalents which was setup in March 2013, that is restricted for payment of City
of Dreams Manila project cests in accordance with the terms of the
Cagh and cash equivalents consist of cash on hand, demand deposits provisional license (the "Provisional License”) as disclosed in Note
and highly liquid investments which are unrestricted as to withdrawal 22(a) issued by the Philippine Amusement and Gaming Corporation
and use, and which have maturities of three months or less when ("PAGCOR™): and W) interest income earned on restricted cash
purchased, balance which are restricted as to withdrawal and use.
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Notes to Consolidated Financial Statements

{In thousands of U.S. dallars, except share and par share data)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
() Accounts Receivable and Credit Risk

Financial instruments that potentially subject the Group to
concentrations of credit risk consist principally of casino receivables.
The Group issues cradit in the form of markers to approved casine
customers following investigations of creditworthiness including to its
gaming promoters In Macau, which recelvable can be offset against
commissions payabls and any other value items held by the Group
to the respective customer and for which the Group intends to set-
off when required. As of December 31, 2014 and 2013, a substantial
portion of the Group's markers were due from customers residing
in foreign countries, Business or economic conditions, the legal
enforceability of gaming debts, or other significant events in foreign
countries could affect the collectability of receivables from customars
and gaming promoters residing in these countries.

Accounts receivable, including casing, hotel and other receivables, are
typically non-interest bearing and are initially recorded at cost. Accounts
are written off when management deems it is probable the receivable is
uncollectible. Recoveries of accounts praviously written off are recorded
when received. An astimated allowance for doubtful debts is maintained
to reduce the Group's receivables to their camying amounts, which
appreximates fair value. The allowance is estimated based on specific
review of customer accounts as well as managements experience
with collection trends in the casino industry and current economic and
business conditions. Management belisves that as of December 31,
2014 and 2013, no significant concentrations of cradit risk existed for
which an allowance had not already been recorded.

(@

Inventories

Inventories consist of retail merchandise, food and beverage items
and certain operating supplies, which are stated at the lower of
cost o market value. Cost Is calculated wsing the first-in, first-
out, average and specific identification methods. Write downs of
potentially obsolete or slow-moving inventory are recorded based on
management's specific analysis of inventory.

Property and Equipment, Net

Property and equipment are sfated at cost less accumulated
depreciation and amortization. Impairment losses and gains or losses
on dispositions of property and equipment are included in operating
income. Major additions, renewals and betterments aré capitalized,
while maintenance and repairs are expensed as incurred.

During the construction and development stage of the Group's casing
gaming and entertainment resort facilities, direct and incremeantal
costs related to the design and construction, including costs under
tha construction contracts, duties and tariffs, equipment installation,
shipping costs, payroll and payroll-benefit related costs, depreciation
of plant and equipment used, applicable portions of interest and
amortization of deferred financing costs, are capitalized in property
and equipment. The capitalization of such costs begins when the
construction and development of a project starts and ceases once
the construction is substantially completed or development activity is
suspended for more than a brief period.
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Notes to Consolidated Financial Statements

(In thousands of U.S. dellars, except share and per share data)

2.

E.)

SUMMARY OF SIGNIFICANT ACGOUNTING POLICIES (CONTINUED)
{h) Property and Equipment, Net (continued)

Depreciation and amortization expense related to capitalized
construction costs and other property and squipmant is recognized
from the time each asset is placed in service. This may occur at
different stages as casino gaming and entertainment resort facllities
are completed and opeanad.

Property and eguipment and other long-iived assets with a finite
useful life are depreciated and amaortized on a straight-line basis over

the asset's estimated useful lite. Estimated uselul lives are as follows:

Classification Estimated Useful Life

Bulldings 7 to 25 years or over the term of the land
usé right agreement or lease agreament,
whichever is shorter

Transportation 5 to 10 years

Leasehold improvemeants 3 to 10 years ar over the lease term,
whichever is shortar

Furniture, fixtures and 2 to 10 years
equipmeant
Plant and gaming 3to 5 years

machinary

vl Hepor] 114 s 3w | ot bl L

Capitalization of Interest and Amortization of Deferred Financing
Costs

Interest and amortization of delerred financing costs incurred on
funds used te construct the Group's casing gaming and entertainment
resort facilities during the active construction pericd are capitalized.
Interest subject to capitalization primarily includes interest paid or
payabla on the Group's long-term debt except for the Aircraft Term
Loan as disclosed im Mote 12, interast rate swap agreements, the
land pramium payables for the land use rights where City of Dreams
and Studio City are located and the capital lease obligations. Thea
capitalization of interest and amortization of deferred financing costs
ceases once a project is substantially completed or devalopment
activity is suspended for more than a brief pericd. The amount to
be capitalized is determined by applying the weighted average
interest rate of the Group's outstanding borrowings to the average
amount of accumulated qualifying capital expenditures for assets
under construction during the year and is added to the cost of the
underlying assets and amortized over thelr respective useful lives.
Total interest expenses incurred amounted to $220,974, $183,647 and
$120,021, of which £98,884, $30,987 and $10,410 were capitalized
for the years anded December 31, 2014, 2013 and 2012, respectively.
No amortization of deferred financing costs were capitalized during
the years ended December 31, 2014, 2013 and 2012,



Notes to Consolidated Financial Statements

{In thousands of LS. dollars, except share and per share data)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

1}

(k)

Gaming Subconcession, Net

The gaming subconcession is capitalized based on the fair value of
the gaming subconcession agreement as of the date of acquisition
of Melco Crown (Macau) Limited (*Melco Crown Macau®), an
Indirect subsidiary of the Company and the holder of the gaming
subconcession in Macau, in 2008, and amortized using the straight-

lime method over the term of agreement which is due to expire in June
2022,

Goodwill and Intangible Assets, Net

Goodwill represents the excess of acquisition cost over the fair value
of tangible and identifiable intangible net assets of any business
acquirad. Goodwill is not amortized, but is tested for impairment at
the reporting unit level on an annual basis, and between annual tests
when circumstances indicate that the carrying value of goodwill may
not be recoverable, An impairment loss is recognized in an amount
equal to the excess of the carrying ameunt over the implied fair value.

Intangitle assets other than goodwill are amoertized over their useful
lives unless their lives are determined to be indefinite in which case
they are not amortized. Intangible assets are carried at cost, less
accumulated amortization. The Group’s finite-lived intangible asset

congists of the gaming subconcession. Finite-lived intangible assets

U]

are amortized over the shorter of their contractual terms or estimated
useful lives, The Group’s intangble assets with indefinite lives
represent Mocha Clubs trademarks, which are tested for impairment
on an annual basis or when circumstances indicate that the carrying

value of the intangible assets may not be recoverable,
Impairment of Long-lived Assets (Other Than Goodwill)

The Group evaluates the recoverability of long-lived assets with finite
lives based on its classification as a) held for sale or b) to be held
and used. Several criteria must be met before an asset is classified
as held for sale, including that management with the appropriate
autherity commits to a plan te sell the asset at a reasonable price in
relation to its fair value and is actively seeking a buyer. For assets
held for sale, the Group recognizes the assets at the lower of carrying
value or fair market value less costs to sell, as estimated based
on comparable asset sales, offers received, or a discounted cash
flow model, For assets to be held and used, the Group evaluates
their recoverability whenever events or changes in circumstances
Indicate that the carrying amount of an asset may not be recoverable.
Recoverability of assels to be held and used is measured by a
comparisen of the carrying amount of an asset to the estimated
undiscounted future cash flows expected to be generated by the
assat. If the carrying amount of an assat exceeds its estimated future
cash flows, an impairment charge is recognized in the amount by
which the carrying amount of the asset exceeds its fair value.
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Notes to Consolidated Financial Statements

(In thousands of U.S. dellars, except share and per share data)

2.

=

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

n

Impairment of Long-lived Assets (Other Than Goodwill) (continued)

During the year ended December 31, 2014, an impairment loss
of $4,146 was recognized mainly due 10 reconfiguration of the
entertainment area at City of Dreams and rencvation of the casinos at
City of Dreams and Altira Macau and the amount were Included in the
consolidated statements of operations. Mo impairment losses wara
recognized during the years ended December 31, 2013 and 2012,

(m) Deferred Financing Costs, Net

(m)

Diect and incremental costs incurred in obtaining loans or in
connection with the issuamce of long-term dabt are capitalized and
amortized cver the terms of the related debt agresments using the
effactive interest method. Amortization expense of approximately
$28.055, $18,159 and 513,272 were recorded during the years ended
December 31, 2014, 2013 and 2012, respactively.

Land Use Rights, Net

Land use rights are recorded at cost less accumulated amortization.
Amortization Is provided over the estimated lease term of the land on

a straight-line basis.
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(o) Revenue Recognition and Promotional Allowances

The Group recognizes revenue at the time persuasive evidence of an
arrangement exists, the service is provided or the retail goods are
sold, prices are fixed or determinable and collection is reasonably

assurad.

Casino revenues are measured by the aggregate net difference
between gaming wins and losses less accruals for the anticipated
payouts of progressive slot jackpots, with liabiliities recognized for
funds deposited by customers before gaming play occurs and for
chips in the customers' possession,

Tha Group follows the accounting standards for reporting revenua
gross as a principal versus net as an agent, when accounting for
operations of Grand Hyatt Macau hotel, Hyatt City of Dreams Manila
hotel (collectively the “Hyatt Hotels™) and Taipa Sguare Casino. For
the operations of the Hyatt Hotels, the Group is the owner of the
hotels property, and the hotel managers operate the hotels under
management agreements providing management services to the
Group, and the Group receives all rewards and takes substantial
risks associated with the hotels business, it is the principal and the
transactions of the Hyatt Hotels are therefore recognized on a gross
bagiz, For the operations of Taipa Square Casino, given the Group
operates the casino under a right to use agreement with the owner
of the casino premises and has full responsibility for the casino
operations in accerdance with its gaming subconcession, it i the

principal and casing revenue is therefore recognized on a gross basis.



Notes to Consolidated Financial Statements

{In thousands of LS. dollars, except share and per share data)

2.

SUMMARY OF SIGNIFICANT AGCOUNTING POLICIES (CONTINUED)
{0} Revenue Recognition and Promotional Allowances (continued)

Rooms, food and beverage, entertainment, retail and other revenues
are recognized when services are performed. Advance deposits on
rooms and advance ticket sales are recorded as customer deposits
until services are provided to the customer. Minimum operating and
right to use fes, adjusted for contractual base fee and operating fes
escalations, are included in entertainment, retail and other revenues
and are recognized on a straight-line basis over the terms of the
related agreameant.

Ravenues are recognized net of certain sales incentives which are
required to be recorded as a reduction of revenue; consequently, the
Group's casino revenues are reduced by discounts, commissions and
points earmead in customer loyalty programs, such as the player's club

loyalty program.

The retail value of rooms, food and beverage, entertainment, retail
and other services fumished to guests without charge is included in
gross revenues and then daducted as promotional allowances. The
gstimated cost of providing such promotional allowances for the
years ended Decembar 31, 2014, 2013 and 2012 is raclassified from

rooms costs, feod and beverage costs, entertainment, retail and other
services costs and is included in casino expenses as follows:

Year Ended December 31,

2014 2013 2m2
Rooms 5 2282 3§ 19928 § 16,819
Food and beverage 53.941 43,838 30,014
Endertainment, retail and athers 7.683 8.301 T.238

$ 43006 § 71967 §  E3OTH

(p)  Point-loyalty Programs

The Group operates different loyalty programs in certaim of its
properties to encourage repeal business mainly from loyal slot
machine customers and table games patrons. Mambers earn points
primarily based on gaming activity and such points can be redeemed
for free play and other free goods and services. The Group accrues
for loyalty program points expected to be redeemed for cash and
frée play as a reduction to gaming revenue and accrues for loyalty
pragram points expected to be redeemed for frea goods and services
as casino expense. The accruals are based on management's
estimates and assumptions regarding the redemption value, age and
history with expiration of unused points resulting in a reduction of the
accruals.
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Notes to Consolidated Financial Statements

(In thousands of U.S. dellars, except share and per share data)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) () Advertising and Promotional Expenses

{q) Gaming Taxes The Group expenses all advertising and promotional expenses as
incurred or the first time the advertising takes place. Advertising and
prometional expenses included in the accompanying consclidated
statements of operations were $47 906, $43,403 and $40,854 for the
years ended December 31, 2014, 2013 and 2012, respectively.

The Group is subject to taxes based on gross gaming revenue
and other metrics in the jurisdictions in which it operates, subject
to applicable jurisdictional adjustments. These gaming taxes are
determined mainly from an assessment of the Group's gaming
revenue and are recorded as an axpense within the "Casing” line {u) Foreign Currency Transactions and Translations
item in the consolidated statements of cperations. These taxes

totaled £2,275,610, 52,479,958 and 52,024,697 for the years ended

December 31, 2014, 2013 and 2012, respectively.

All transactions in currencies other than functional currencies of the
Company during the year are remeasured at the exchange rates
prevailing on the respective ransaction dates. Monetary assets and
r) Pre-q:enm Costs liabilities existing at the balance sheet date denominated in currencies
other than functional currencies are remeasured at the exchange

Pre-opening costs, consist primarily of marketing expenses and other
Faning y P i @ exp rates existing on that date. Exchange differences are recorded in the

expanses related to new or start-up operations and are expensed . )
s i i consolidated statements of cperations.
as Incurred. The Group has incurred pre-opening costs primarily

in connectien with City of Dreams Manila and Studio City since Tha functional currencies of tha Company and its major subsidiarias
December 2012 and July 2011, respectively. The Group also incurs are the United States doliar (*$" or “US$"), the Hong Kong dollar
pre-opening costs on other one-off activities related to the marketing ("HK$"), the Macau Pataca (*MOP") or the Philippine Peso ("PHP),
of naw facilities and operations. respectively. All assets and liabilities are tramslated at the rates of

axchange prevailing at the balance sheet date and all income and

(s} Development Costs

expense items are translated at the average rates of exchange over

Development costs include costs associated with the Group's the year. All exchange differences arising from the translation of
evaluation and pursuit of new business opportunities, which are subsidiaries” financial statements are recordad as a component of
expensed as incurred, comprehensive income (loss),
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Notes to Consolidated Financial Statements

{In thousands of LS. dollars, except share and per share data)

2. SUMMARY OF SIGNIFICANT AGCOUNTING POLICIES (CONTINUED) Deferred income taxes are racognized for all significant temporary
; differences between the tax basis of assets and liabilities and their

v Share-based mm" Expenses reported amounts in the consolidated financial statements. Deferred

The Group measures the cost of employee services received in tax assets are reduced by a valuation allowance when, in the opinion

axchange for an award of equity instruments based on the grant of management, it is more likely than not that some portion or all of

dite Tait vakus of 1he wwind and mecognizes thit ool dver the sevice the deferred tax assets will not be realized. The components of the

period. Compensation Is atiributed to the pericds of assoclated deferred tax assets and liabilities are individually classified as current

service and such expensa is being recognized on a siraight-line basis and non-current based on the characteristics of the underlying assets

over the vesting period of the awards. Forfeitures are estimated at and liabilities. Current income taxes are provided for in accordance

the time of grant and actual forfeltures are recognized currently to the with the laws of the relevant taxing authorities.

sxtent they differ from the estimate. The Group’s income tax returns are subject to examination by

Further information on the Group's share-based compensation tax authorities in the jurisdictions where it operates. The Group
arrangements s included in Note 18, assasses potentially unfavorable outcomes of such examinations
based on accounting standards for uncertain income taxes, These

(w) Income Tax accounting standards utilize a two-step approach to recognizing and
measuring uncertain tax positions. The first step is to evaluate the

The Group is subject to income taxes in Hong Kong, Macau, the

United States of America, the Fhilippines end other jurisdictions tax position for recegnition by determining if the waight of available

where it operates. evidence indicates it is more likely than not that the position will ba
sustained on audit, including resclution of related appeals or litigation
processas, if any. The second step is to measure the tax benafit as
the largest amount which is more than S0% likely, based solely on the

technical merits, of being sustained on axaminations.
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Notes to Consolidated Financial Statements

(In thousands of U.S. dellars, except share and per share data)

2. SUMMARY OF SIGNIFICANT ACGCOUNTING POLICIES (CONTINUED) The weighted average number of ordinary and erdinary aquivalent
shares used in the calculation of basic and diluted net income

(x) Net Income Attributable to Melco Crown Entertainment Limited Per attributable to Melco Crown Entertainment Limited per share

Share consisted of the following:
Basic net incoma attributable to Malce Crown Entertainment Limited Wear Ended December 31,
per share is calculated by dividing the net income attributable to 2014 W03 2002
Melco Crown Entertainment Limited by the welghted average number Welghted average rumber of ordinary
of ordinary shares cutstanding during the year. shares outstanding used in the
calculation of basic net incoma
Diluted net income attributable to Melco Crown Entertalinment Limited attributable 8 Maka Cromwn
per share is calculated by dividing the net income attributable to Entertainment Limited per share 1647571 547 1640678643  1.645.346.902
Melco Crown Entertainment Limited by the weighted average numbar Incremental wesghtad g nusiber
of ardinary shares outstanding during the year adjusted to include the of ardinary shares from assumed
potentially dilutive effect of outstanding share-based awards. VRN Tl e
axencise of share options using he
freasury siock madhod 12,931,583 14 519,448 12,916,094
Weighted average rumber of ardinary
ghares oulstanding used in the

calculation of diuted nel incamme
afributable i Melco Cromn
Entertainment Limited pershare 1660503130 1,664 198,091 1,658 262,906
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Notes to Consolidated Financial Statements

{In thousands of LS. dollars, except share and per share data)

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

{x) Met Income Attributable to Melco Crown Entertainment Limited Per

v

Share (continued)

During the years ended December 31, 2014, 2013 and 2012,
2,519,087, nil and 1,901,136 outstanding share opfions, and 701,861,
nil and nil cutstanding restricted shares as at December 31, 2014,
2013 and 2012, raspactively, ware excluded from the computation of
diluted nat income attributable 1o Melco Crown Entertainment Limited
par share as their effect would have been anti-dilutive.

Accounting for Derivative Instruments and Hedging Activities

The Group uses derivative financial instrumants such as floating-for-
fixed interast rate swap agresments with interest rate fluctuations
in accordance with lenders’ reguirements under the Group's Studic
City Project Facllity and City of Dreams Project Faclility (as defined in
Maote 12), and forward exchange rate contracts to manage its risks
asgociated exchange rate fluctuations for the interest payments of
the RMB Bonds (as defined in Mote 12). All derivative instruments
are recognized in the consclidated financial stataments at fair value
at the balance sheet date. Any changes i fair value are recorded
in the consolidated statements of operations or accumulated cother
comprehensive income, depending on whether the derivative is
designated and qualifies for hedge accounting, the type of hedge
transaction and the effectiveness of the hedge. The estimated fair

values of interest rate swap agreements and forward exchanga rate
conftracis are based on a standard valuation model that projects
future cash flows and discounts those future cash flows to a present
value using market-based cbservable inputs such as interest rate

yields and market forward exchange rates,

The Group's outstanding interest rate swap agresments as of
December 31, 2014 are disclosed in Note 11. Further information on
the Group's interest rate swap agreements and forward axchange rate
contracts are included in Mote 12.

Comprehensive Income and Accumulated Other Comprehensive
Losses

Comprehensive income includes net income, foreign currency
translation adjustments, change in fair value of interast rate swap
agreaments and forward axchange rate contracts and raclassification
to earnings upon settlement of forward exchange rate confracts and
is raported in the consolidated statements of comprehansive income.

As of December 31, 2014 and 2013, the Greup's accumulated other
comprehensive losses consisted of the following:

December 31,
204 2013
Foreign curency franskation adustment O[30 58 (5509
Change in e Jair value of interest rate swap
Agreamails 19 -_

$ (17048 § (15598
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Notes to Consolidated Financial Statements

(In thousands of U.S. dellars, except share and per share data)

2.

R

SUMMARY OF SIGNIFICANT ACGOUNTING POLICIES (CONTINUED)
(aa) Recent Changes in Accounting Standards

Newly Adopted ACCoUnting Pronouncemars:

In February 2013, the Financial Accounting Standards Board ("FASB")
Issued an authoritative promouncement related to  obligations
resulting from joint and several liability arrangements for which the
total amount of the obligation is fixed at the reporting date. The
proncuncement provides guidance for the recognition, measuwrement,
and disclosure of obligations resulting from joint and several liability
arrangements for which the total amount of the cbligation within the
scope of this pronouncement is fixed at the reporting date, except
for obligations addressed within existing guidance in U.S. GAAR
The guidance requires an entity to measure those obligations as the
sum of the amount the reporting entity agreed to pay on the basis
of its arrangement among its co-obligors and any additional amaount
the reporting entity expects to pay on behalf of its co-obligors. Tha
guidance in this proncuncement also requires an entity to disclose
the nature and amount of the obligation as well as other information
about those obligations. The adoption of this guidance was effective
for the Group as of January 1, 2014 and did not have a material

impact on the Group's consolidated financial results or disclosures.
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In March 2013, the FASE issuad an authoritative pronouncement
related to parent's accounting for the cumulative translation
adjustment upon derecognition of certain subsidiaries o groups
of assets within a foreign entity or of an investment in a foreign
entity. When a reporting entity (parent) ceases to have a contrelling
financial interest in a subsidiary or group of assets that is a nonprofit
activity or a business (other than a sale of in substance real estate
or conveyance of oil and gas minaral rights) within a foreign entity,
the parent is required to release any related cumulative translation
adjustment into net income. Accordingly, the cumulative translation
adjustment should be releasad into net income only if the sale or
transfer resulls in the complete or substantially complete liguidation
of the foreign entity in which the subsidiary or group of assets had
resided, The adoption of this guidance was effective for the Group as
of January 1, 2014 and did not have a material impact on the Group's

consolidated financial results or disclosuras.



Notes to Consolidated Financial Statements

{In thousands of LS. dollars, except share and per share data)

2.

SUMMARY OF SIGNIFICANT AGCOUNTING POLICIES (CONTINUED)
(aa) Recent Changes in Accounting Standards (continued)

Newly Adopted Accounting Promouncameants: (continuad)

In July 2013, the FASB issued a pronocuncement which provides
guidance om financial statement presentation of an unrecognized
tax benefit when a net operating loss carrylorward, a similar tax
loss, or a tax credit carryforward exists, The amendments require
an entity to present an unrecognized tax benefit, or a portion of an
unrecognized tax bensefit, in the financial statements as a reduction
1o a deferred tax asset for a net operating loss carryforward, a similar
tax loss, or a tax credit carryforward, except as follows. To the extent
a net operating loss carryforward, a similar tax loss, or a tax credit
carryforward is not available at the reporting date under the tax law of
the applicable jurisdiction to settle any additional income taxes that
would result from the disallowance of a tax position or the tax law of
the applicable jurisdiction does not reguire the antity to use, and the
entity does not intend to use, the deferred tax asset for such purposa,
the unrecognized tax benefit should be presented in the financial
statements as a liability and should net be combined with deferred tax
assets. The adoption of this guidance was effective for the Group as
of January 1, 2014 and did not have a matearial impact on the Group's
consclidated financial results or disclesures.

Recent Accounting Pronouncements Not Yet Adopted:

In May 2014, the FASB issued an accounting standard update
which outlines a single comprehensive model for entities to use in
accounting for revenue arising from contracts with customars and
supersedes most current revenue recognition guidance, including
industry-specific guidance. The core principal of this new revenue
recognition model is that an entity should recognize revenue to depict
the transfer of promised goods or services to customers in an amount
that reflects the consideration for which the entity expects to be
entitled in exchange for those goods or services. This update also
requires enhanced disclosures regarding the nature, amount, timing,
and uncertainty of revenue and cash flows arising from an entity's
contracts with customers. The guidance is effective for interim and
fiscal years beginning after December 15, 2018, and sarly adoption
Is not permitted. The guidance can be applied either retrospectively
to each pericd presented or as a cumulative-effect adjustment as of
the date of adoption. Management is currently assessing the potential
impact of adopting this guidance on the Group's consolidated
financial statements.
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Notes to Consolidated Financial Statements

(In thousands of U.S. dellars, except share and per share data)

2.

1

SUMMARY OF SIGNIFIGANT ACGOUNTING POLICIES (CONTINUED)
(aa) Recent Changes in Accounting Standards (continued)
Recent Accounting Pronouncaments Not Yat Adopted: (continued)

In Juné 2014, the FASE issuad an accounting standard update which
requires that a performance target that affects vesting amd that
could be achieved after the requisite service pericd be treated as a
performance condition. As such, the performance target should not
be reflected in estimating the grant-cdate fair value of the award, This
update further clarifies that compensation cost should be recognized
in the period in which it becomes probable that the performance
targat will be achieved and should represent the compensation cost
attributable to the perlodis) for which the requisite service has already
bean rendered. The guidance is effective for interim and fiscal years
baginning after Dacember 15, 2015, with early adoption permitted.
The guidance can be applied either (a) prospectively to all awards
granted or modified after the effective date or (b) retrospectively to
all awards with performance targets that are outstanding as of the
baginning of the earliest annual period presented in the consolidated
financial statements and to all new or modified awards thereafter. The
adoption of this guidance is not expected to have a material impact

an the Group’s consolidated financial statements.
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ACCOUNTS RECEIVABLE, NET

Companents of accounts receivable, net are as follows:

Dwcamber 31,
2014 213
Casino $ 414515 § 423963
Hated 1.728 1353
Other 6.208 5898
Sub-otal 432,451 431214
Less: allowance for doubitful debis (168.786) [143,334)
$ 253685 3 2a7aA0

During the years ended December 31, 2014, 2013 and 2012, the Group
has provided allowance for doubtful debts, net of recoveries of $29,979,
543,750 and 526,566 and has directly written off accounts receivable of
87,690, 5549 and $1,850, respactively.

Movement of allowance for doubtful debts are as follows:

Year Ended December 31,
2014 2013 22

A% beginning of year £ 143334 % 113,764 % 86,775
Additional allowance, ned ol recoveries 20879 43,750 26 566
Fedassified to long-1erm receivables, net (4.527) {13,6480) {7
AL end of year § IBBTEE 3 143334 § 113264




Notes to Consolidated Financial Statements

{In thousands of U.S. dallars, except share and par share data)

ACCOUNTS RECEIVABLE, NET (CONTINUED)

The Group grants unsecured credit lines to gaming promoters based on
pra-approved credit limits, The Group typically issues markers to gaming
promoters with a credit perlod of 30 days. There are some gaming
promaoters for whom credit is granted on a revolving basis based on the
Group's menthly credit risk assessment of such gaming promoters, Credit
lines granted to all gaming promoters are subject to monthly review and
various sattlement procedures. For other approved casino customers, the
Group typically allows a credit period of 14 days to 28 days on issuance
of markers following investigations of creditworthiness. An extended
repayment term of typically 90 days may be cffered to casino customers
with larga gaming losses and established cradit history.

The following is an analysis of accounts recelvable by age presented based
on payment due date, net of allowance:

December 31,

2014 2013
Current $ 155172 § 187377
1-30 days 52,574 57.727
31-60 days 18,719 11,607
B1-90 days 3,937 11,678
Over 90 days 23,263 19,201

$ 253665 $ 287880

ASSETS HELD FOR SALE

On Fabruary 18, 2014, the Group completed the sale of its properties in
Macau pursuant to a promissory agreement dated Movember 20, 2013
signed with a third party. Total consideration amounted to HK$240,000,000
{equivalent to $30,848) which include a cash deposit of HKS10,000,000
{equivalent to $1,285) received by the Group on the date of signing the
promissory agresment. During the year ended December 31, 2014, the
Group racognized a gain on disposal of assets hald for sala of $22,072. As
of December 31, 2013, the total net carrying value of the properties held for
sale amounted to $8,468,

PROPERTY AND EQUIPMENT, NET

December 31,
204 2013
Cost
Buildings § 2693256 § 2693753
Furmnitura, ftures and equipment 607,423 240 732
Leasehold improvements 588,454 265, 808
Piant and gaming machinery 197,740 162,763
Transpartation 84,441 B4 68T
Conslruction in prograss 1,835,391 8GR BZB
Sub-total B,108,705 4,5058,5M
Less: accumulalsd depraciation and amortization {1,410,314) {1,196, 725)

Property and squipment. nel $ 4696391 § 3308846
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Notes to Consolidated Financial Statements

(In thousands of U.S. dellars, except share and per share data)

.

1=

PROPERTY AND EQUIPMENT, NET (CONTINUED)

Az of December 31, 2014 and 2013, construction in progress in relation to
City of Dreams, Studio City and City of Dreams Manila included interest
capitalized In accordance with applicable accounting standards and
other direct incidental costs capitalized (representing insurance, salaries
and wages and certain other professional charges incurred) which, in the
aggragate, amounted to $219,141 and $102,246, respectivaly.

During the years ended December 31, 2014, 2013 and 2012, additions to
property and equipment amounted to $1,637,305, $912,355 and $283,998,
respectively and disposals of property and eguipment at carrying amount
wara $5,667, $2.822 and 51,310, respectively.

The cost and accumulated depreciation and amortization of property
and equipment held under capital lease arrangameants was $265,781 and
£711, respactively, as of December 31, 2014. The cost and accumulated
depreciation and amortization of property and equipment held under capital
lease arrangements was S266,540 and $115, respectivaly, as of December
31, 203, Further information of the lease arrangement is included in MNote
13.
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GAMING SUBCONCESSION, NET

Decamber 31

2014 2013
Deemed cost $ 200000 5 900000
Less: accumulated amortization 1472 206) (414 969)
Gaming subconcassion, net 427794 § 48503

The deemed cost was determined based on the estimated fair value of the
gaming subconcession contributed by a shareholder of the Company in
2006. The gaming subconcession i5 amaortizad on a straight-line basis over
the term of the gaming subconcession agreement which expires in June
2022, The Group expects that amortization of the gaming subconcession
will be approximately 57,237 each year from 2015 through 2021, and
approximataly $27,135 in 2022,

GOODWILL AND INTANGIBLE ASSETS, NET

Goodwill relating to Mocha Clubs and other intangible assets with indefinite
useful lives, representing trademarks of Mocha Clubs, are not amortized.
Goodwill and intangible assats arose from the acquisition of Mocha Slot
Group Limited and its subsidiaries by the Group in 2006,



Notes to Consolidated Financial Statements

{In thousands of U.S. dallars, except share and par share data)

1

GOODWILL AND INTANGIBLE ASSETS, NET (CONTINUED)

Te assess potential impairment of goodwil, the Group performs an
assassment of the carrying value of the reporting units at least on an
annual basks or when events occur or circumstances change that would
maara likely than not reduce the astimated fair value of those reporting units
below their carrying value, If the carrying value of a reporting unit exceeds
its fair value, the Group would perform the second step in its assessment
process and record an impairment loss to eamings to the extent the
carrying amount of the reporting unit's goodwill exceeds its implied fair
value. The Group estimates the fair value of those reporting units through
internal analysis and external valuations, which utilize income and market
valuation approaches through the application of capitalized earnings and
discounted cash flow metheds, These valuation technigues are based on
a number of estimates and assumptions, Including the projected future
operating results of the reporting unit, discount rates, long-term growth
rates and market comparable.

Trademarks of Mocha Clubs are tested for impairment at least annually
or whan events occur of clreumstances change that would more likely
than not reduce the estimated fair value of trademarks below its carrying
valug using the relief-from-royalty method. Under this method, the
Group estimates the fair valua of the trademarks through internal and
external valuations, mainly based on the incremental after-tax cash flow
reprasanting the rovalties that the Group is relieved from paying given it

is the owner of the trademarks. These valuation techniques are based on
a number of estimates and assumptions, including the projected future
revenues of the trademarks calculated using an appropriate royalty rate,
discount rate and long-term growth rates.

The Group has perfermed annual tests for impairment of goodwill and
trademarks in accordance with the accounting standards regarding
goedwill and other intangible asseis. No impairment loss has been
racagnized during the years ended Decamber 31, 2014, 2013 and 2012.

LONG-TERM PREPAYMENTS, DEPOSITS AND OTHER ASSETS

Long-term prepayments, deposits and other assets consisted of the

fallowing:

December 31,

2014 2013
Entertainment production costs $ 73819 § T2 853
Less: accumidated amortization (34,646) 26 416)
Enteriginment production costs, net 39,173 46 437
Advance payments kor construction costs 107 563 161,633
Deposits for acquisition of property and squipment 47,158 15,694

Input valug-addad tax, net 43,841 —
35,747

Other deposits and other long-term prepayments 38,708

Long-tem receiables, nel 10,115 6,250
Prapayment of dederred financing costs -— 79,906
Long-tem prepaymants, deposits and olher assels § 287558 § 345667
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(In thousands of U.S. dellars, except share and per share data)

8.

£

LONG-TERM PREPAYMENTS, DEPOSITS AND OTHER ASSETS
{CONTINUED)

Entertainment producticen costs represent amounts incurred and capitalized
for entertainment shows in City of Dreams. The Group amortized the
entertainment production costs over 10 years or the respective wuseful life of
the entertainment show, whichever is shorter,

Advance payments for construction cosls are connected with the
construction and fit-out cost for City of Dreams, Studic City and City of
Dreams Manila.

Input value-added tax, net represents the value-added tax recoverable from
the tax authority in the Philippines mainly connected with the purchase of
assets or services for City of Dreams Manila.

Long-term receivables. net represent casino receivables from casing
custemaers where settlement is not expected within the next year. Aging
of such balances are all over 90 days and include allowance for doubtful
debts of $24,848 and $20,321 as of December 31, 2014 and 2013,
raspectively. During the years ended December 31, 2014 and 2013,
net amount of cumrent accounts receivable of $8,642 and 517,691 and
net amount of allowance for doubtful debts of $4,527 and $13,680,
raspeactively, were reclassified to mon-current. During the year ended
December 31, 2012, net amount of long-term recelvables of $401 was

raclassified to current; and net amount of allowance for doubtful debts of
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§77 was reclassified to non-current. Reclassifications to current accounts
receivable, net, are made when conditions support that it is probable for
settlement of such balances to cccur within one year,

LAND USE RIGHTS, NET

December 31
2014 2013
Altira Macau — Medium-term lease (“Taipa Land”) $ 146475 5§ 146434
City of Dreams — Medium-term lease ("Cotal Land”) 399.578 399.578
Studo City - Medium-1erm bease {*Shudio City Land”) 653,564 653,564
1.190.617 1,199.576
Less: accumulated amonization 312.429) (247 958)

Land usa rights, et $ EBF.188 5 9% 618

Land use rights are recorded at cost less accumulated amortization.
Amertization is provided over the estimated lease term of the land on a
straight-line basis. The expiry dates of the leases of the land use rights of
Altira Macau, City of Dreams and Studic City are March 2031, August 2033
and October 2026, respactivaly,



Notes to Consolidated Financial Statements

{In thousands of U.S. dallars, except share and par share data)

9.

LAND USE RIGHTS, NET (CONTINUED)

In January 2013, the Group recognized an additiomal land premium of
approximately $2 449 for Taipa Land upon Altira Developments Limited's
("Altira Developments”), an indirect subsidiary of the Company, acceptance
of the initial terms for the revision of the land concession contract issued
by the Macau Government further to an amendment request applied by
Altira Develepments in 2012 for an increase of the total gross floor area,
to reflect the construction plans approved by the Macau Government
and to enable the final registration of the Taipa Land. In June 2013, the
Macau Government issued the final amendment proposal for the revision
of the land concession contract for Taipa Land. On July 15, 2013, Altira
Developments paid the additional land premium of approximately §2,449
sat forth in the final amendment proposal, and accepted the terms of
such propesal on July 16, 2013, The land grant amendment process
was completed with the publication in the Macau officlal gazette of
such revision on December 18, 2013, Further details on the revised land
amendment for Taipa Land is disclosed in Note 23(c).

In March 2013, the Group recognized an additional land premium
of approximately $23.344 for Cotai Land upom Melco Crown (COD)
Developments Limited's (*Malco Crown (COD) Developments™), an indirect
subsidiary of the Company and Melco Crown Macau’s acceptance of the
land grant amendment proposal for the land concession contract of the
Cotal Land, issued by the Macau Government in February 2013 further
to an amendment request applied by Meleo Crown (COD) Developments
in 2011, Such amendment proposal contemplated the development
of an additional five-star hotel area in replacement of the four-star

apartment hotel area included in such land grant, and the extension
of the development pericd of the City of Dreams land grant until the
date falling four years after publication of the amendment in the Macau
official gazette. In October 2013, the Macau Government issued the final
amendment proposal for the revision of the land concession contract for
Cotai Land. On October 16, 2013, Melco Crown (COD) Developments
paid a portion of the additional land premium of approximately $8,736 sat
forth in the final amendment proposal, and on October 17, 2013, Melco
Crown (COD) Developments and Melco Crown Macau accepted the terms
of such proposal. The land grant amendment process for Cotal Land was
completed following the publication in the Macau official gazette of such
revision on January 29, 2014, Further details on the final land amendment
for Cotai Land is disclosed in Note 23(c).

The Studio City Land was acquired upon acquisition of assets and
liabilities in July 2071, The cost of Studio City Land was recognized in
accordance with proposed amendment terms of the land concession
contract issued by the Macau Government and accepted by Studio City
Developments Limited (*Studio City Developments®), an indirect subsidiary
of the Company, in Nevember 2008, In June 2012, the Group recognized
an additional land premium upon Studio City Developments' acceptance
of the final amendment proposal issued by the Macau Government, which
was completed with the publication in the Macau cfficial gazette of such
proposed amendment on July 25, 2012, Such amendment reflected an
increase in the gross floor area for construction and the extension of the
devalopment period to 72 months from the date of publication of such
amendment contract. Further details on tha final land amendment for
Studio City Land is disclosed in Note 23(c).
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(In thousands of U.S. dellars, except share and per share data)

10. ACCOUNTS PAYABLE

The fellowing is an aged analysis of accounts payable presented based on
payment due date:

December 31,

2014 2013
Within 30 days - 12319 § E429
31-60 days 691 341
61-00 days 381 4TE
Ower 90 days 1,037 577

$ 14428 % 0,825

11. ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES

1

Decamber 31,

2014 203
Cutstanding gaming chips and fokens $ 2313 § 263663
Gaming tax accruals 171,460 236,920
Construction costs payables 169,053 69,057
Staff cost accruals 117,049 85118
Cuslomer depasils and ticked sales 80,898 80,421
Property and equipment payables 70,957 24,354
Operating expense and cthar accruals and Babilities 70,295 aT032
Interest expenses payable 33544 30,529
Land use rights payabla 31,678 50,500
Other gaming related accruals 23,754 20157
Interest rale swap Babilities 19 —_

$ 1005720 § 926751

vl Hepor] 114 s 3w | ot bl L

In connection with Studic City Project Facility (as defined in Mote 12),
Studio City Company Limited (*Studio City Company®), an indirect
subsidiary which the Company holds 60% interest, entered into certain
floating-for-fixed interast rate swap agreaments in September 2014 that will
expire in March 2015 to limit its exposure te interest rate risk. Under the
intarest rate swap agreements, Studio City Company pays a fixed interest
rate of 0.28% per annum of the noticnal amount, and receives variable
intarast which is based on the applicable Hong Kong Interbank Offered
Rata ("HIBOR") for each of the payment dates. All thesa interest rate swap
agreements will expire in March 2015,

As of December 31, 2014, the noticnal amounts of the cutstanding interest
rate swap agreements amounted to HKS$S1,867,199.900 (eguivalent to
$240,000).,

These interast rate swap agreements are expected to remain highly
affective im fixing the interest rate and qualify for cash flow hedge
accounting, Therefore, there iz no impact on the consolidated statements
of operations from changes in the fair value of the hadging instruments.
Instead the fair value of the instruments are recorded as assets or llabidlities
on the consolidated balance sheets, with an offsettng adjustment to
the accumulated other comprehensive losses until the hedged interest
axpenses are recognized in the consclidated statements of operations.

As of December 31, 2014, the interest rate swap liabilites of $19
represented the fair values of the interest rate swap agreerments,



Notes to Consolidated Financial Statements

{In thousands of U.S. dallars, except share and par share data)

12. LONG-TERM DEBT

Long-term debt consisted of the following:

Decambar 31,
2014 2m3
Studio City Project Facility § 1205680 % -
2013 Senicr Notes 1,000,000 1,000,000
Studio City Notes 825,000 B25,000
2011 Cred Facilities 417,166 673,683
Philippine Mates 336,185 —
Adrcraft Term Loan 28,731 34,577
3,902, TE1 2 533 460
Current portion of long-lerm debt (262,730) {262 566)

$ 3840031 % 2270804

2011 Credit Facilities

On June 22, 2011, Melco Crown Macau (the "Borrower®™) entered into
an amendment agreement (the *2011 Credit Facilities”) with certain
lenders in respect of a senior secured credit facility (the *City of Dreams
Project Facility™), which was entered on September 5, 2007 and which
was subsequently amended from time to time, in an aggregate amount
of $1,750,000 to fund the City of Dreams project, construction of an
integrated entertainment resort complex in Macau. The City of Dreams
Project Facility consisted of a $1,500,000 term loan facility (the “Term Loan
Facility”) and a $250,000 revolving credit facility (the *Rewvolving Credit
Fagility™).

On June 30, 2011, the 2011 Credit Facilities, which was subsequently
amended from time to time, became effective and among other things:
{i) reduced the Term Loan Facility to HK$6,241.440,000 (equivalent to
$802,241) [the 2011 Term Loan Facility”) and increased the Revolving
Credit Facllity to HK$3,120,720,000 (equivalent to $401,121) (the "2011
Revolving Credit Facility™), both of which are denominated in Hong Kong
dollars; (i) introduced new lenders and removed certain lenders ariginally
under the City of Dreams Project Facility; (i) extended the repayment
maturity date; {iv) reduced and removed certain restrictions imposed by the
covenants in the City of Dreamns Project Facility; and (v) removed MPEL
(Delaware) LLC, a wholly-owned subsidiary of the Borrower which was
subsequently dissolved on May 31, 2012, from the bomrowing group which
included the Borrower and certain of its subsidiaries as defined under the
City of Dreams Project Facility (the "2011 Bomrowing Group”).
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Notes to Consolidated Financial Statements

(In thousands of U.S. dellars, except share and per share data)

12. LONG-TERM DEBT {CONTINUED)

1=

2011 Credit Facilities (continued)

The final maturity date of the 20711 Credit Facilities is June 30, 2016, The
2011 Term Loan Facility is repayable in quarterly instalments according
to an amertization schedule which commenced on September 30, 2013,
Each lecan made under the 2011 Revolving Credit Facllity Is repayable in
full an the last day of an agréeed upon interest pericd in respact of the
loan, generally ranging from one to six meonthg, or rolling over subject
te compliance with certain covenants and satisfaction of conditions
pracedent. The Borrower may make wvoluntary prepayments in respect
of the 2011 Credit Facilities in a minimum amount of HK$160,000,000
(equivalent to $20,566), plus the amount of any applicable break costs.
The Borrower is also subject to mandatory prepayment requirements in
raspact of various amounts within the 2011 Borrowing Group, including
but not Emited to: (i) the net proceeds received by any member of the
2011 Borrowing Group in respect of the compulsory transier, seizure or
acquisition by any governmental authority of the assets of any member
of the 2011 Borrewing Group (subject to certain exceptions): (i) the net
proceeds of certain asset sales, subjact to reinvestment rights and certain
exceplions, which are in excess of $15,000; (i) net termination, claim or
sattlemant proceeds paid under the Borrower's subconcession or tha 2011
Baorrowing Group's land concessions, subject to certain exceptions; (iv)
insurance proceads net of expenses to oblain such proceeds under the
property imsurances relating to the total loss of all or substantially all of
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the Altira Macau gaming business; and (v} other insurance proceads net of
expenses to obtain such proceeds under any property insurances, subject
to reinvestment rights and certain exceptions, which are in excess of
515,000,

Drawdowns on the 2011 Term Loan Facility were subject to satisfaction of
conditions precedent specified in the 2011 Credit Facilities and the 2011
Reveolving Credit Facility is to be made available on a fully revolving basis to
tha date that is one month prior to the 2011 Revolving Cradit Facility's final
maturity date,

The indabtedness under the 2011 Credit Facilities is guaranteed by the
2011 Borrowing Group. Security for the 2011 Credit Facilities included. a
first prierity mortgaga over all land where Altira Macau and City of Dreams
are lgcated, such mortgages also cover all present and any future buildings
on, and fixtures to, the relevant land; an assignment of any land use rights
under land concession agreaments, leases or eguivalents; charges over the
bank accounts in respect of the 2011 Borrowing Group, subject to certain
axcaptions, assignment of the rights under certain insurance policies;
first priority security over the chattels, recelvables and other assets of the
2011 Borrowing Group which are not subject 1o any security under any
other security documentation; first priority charges over the issued share
capital of the 2011 Borrowing Group and equipment and tools used in the
gaming business by the 2011 Borrowing Group; as well as other customary

sacurity,



12. LONG-TERM DEBT (CONTINUED)

2011 Credit Facilities (continued)

The 2011 Credit Facilitiss alsc contain certain covenants customary for
such financings including, but not limited to! limitations on (i) incurring
additional liens; (i) incurring additional indebtedness (including guaranteas),
(il making certaln investments; (W) paying dividends and other restricted
payments; (v) creating any subsidiaries; (vi) selling assets; and (vi)) entering
into any contracts for the censtruction or financing of an additional hotel
towaer in connection with the development of City of Dreams except with
plans approved by the lenders in accordance with the terms of the 2011
Cradit Facilities. The 2011 Credit Facilities removed the financial covenants
under the City of Dreams Project Facility, and replaced them with, without
limitation, a leverage ratio, total leverage ratio and interest cover ratie, The
first test date of the financial covenants was September 30, 2011. As of
December 31, 2014, management believes that the 2011 Borrowing Group
was in compliance with each of the financial restrictions and requiremaents.

There are provisions that limit or prohibit certain payments of dividends
and other distributions by the 2011 Borrowing Group to the Company or
persons who are not members of the 2011 Borrowing Group (described
in further detall in Note 20). As of Decermnber 31, 2074 and 2013, the net
assets of the 2011 Borrowing Group of approximately $3,558,000 and
$3,220,000, respectively, were restricted from being distributed under the
terms of the 2011 Credit Facilities.

Notes to Consolidated Financial Statements

{In thousands of U.S. dallars, except share and par share data)

Borrowings under the 2011 Credit Facilities bear interest at HIBOR plus a
margin ranging from 1.75% to 2.75% per annum as adjusted in accordance
with the leverage ratic in respect of the 2011 Borowing Group. The
Borrower may select an interest pericd for borrowings under the 2011
Credit Facilities of one, two, three or six months or any other agreed
period. The Bomrower is obligated to pay a commitment fee quarterly in
arrears from June 30, 2011 on the undrawn amount of the 2011 Revolving
Cradit Facility throughout the availability period. Loan commitment fees on
the 2011 Credit Facilities amounting to $2,808, $2,453 and 51,324 ware
recognized during the years ended December 31, 2014, 2013 and 2012,
raspactivaly.

As of December 31, 2014 and 2013, the 2011 Term Loan Facility has
been fully drawn down. During the years ended December 31, 2014 and
2013, the Group repaid HK$1,997,260,800 (equivalent to $256,717) and
HK$998,630,400 (equivalent to $128,358), respactively, under the 2011
Term Loan Facllity according to the quarterly amortization schedule which
commenced on September 30, 2013, The Group repaid HKS$1,653,154,570
{equivalent to $212,488) during the year ended December 31, 2013, and
accordingly, the entire 2011 Revalving Credit Facility of HKS$3,120,720,000
{equivalent to $401,121) remains availabla for future drawdown as of
December 31, 2014 and 2013, As of December 31, 2014 and 2013, the
Group had total outstanding borrowings of HK$3,245,548,000 (equivalent
to $417,166) and HKES,242 509,800 (equivalent to $673,883), respectively,
under the 2011 Credit Facilities.
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(In thousands of U.S. dellars, except share and per share data)

12. LONG-TERM DEBT {CONTINUED)

40

2011 Credit Facilities (continued)

During the year ended December 31, 2012, certain fleating-for-fixed interast
rate swap agreaments entered by Malce Crown Macau during the year
2008 to limit the exposure to interest rate risk in connection with the City of
Dreams Project Facility expired. Under the Interest rate swap agreements,
Mealco Crown Macau paid a fixed interest rate ranging from 1.98% to
1.968% per annum of the notional amount, and received variable interest
which was based on the applicable HIBOR for each of the payment dates.
Immediately after the amendment of the City of Dreams Project Facility
on June 30, 2011, the interest rate Swap agrésments no longer gualified
for hedge accounting and subsequent changes in fair value of the interest
rate swap agreements were recognized in the consolidated statements of
operations during the year endad December 31, 2012,

2010 Senior Notes

On May 17, 2010, MCE Finance Limited (*“MCE Finance®), a wholly-ownead
subsidiary of the Company, issued and listed the 5600000 10.25% senior
notes, due 2018 (the "2010 Senicr Notes™) on the Official List of Singapore
Exchange Securities Trading Limited ("SGX-ST7). The purchase price paid
by the initial purchasers was 98.671% of the principal amount. The 2010
Senior Motes were general cbligations of MCE Finance, secured by a
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first-priority pledge of the intercompany note (the “Intercompany Mote™)
representing the on-lending of the gross proceeds from the issuance of
the 2010 Senior Notes by MCE Finance to an indirect subsidiary of MCE
Finance to reduce the indebtadness under the City of Dreams Project
Facility, ranked equally in right of payment te all existing and future senicr
indabtedness of MCE Finance and ranked senior in right of payment to
any existing and future subordinated indebtedness of MCE Finance. The
2010 Senior Notes would have matured on May 15, 2018, Interast on tha
2010 Senior Motes was accrued at a rate of 10.25% per annum and was
payable semi-annually in arrears on May 15 and November 15 of each year,
commenced on Movember 15, 2010,

MCE Finance had the option to redeem all or part of the 2010 Senior Notes
at any time prior to May 15, 2014, at a “make-whole” redemption price.
Thergafter, MCE Finance had the eption to redeem all or & portion of the
2010 Senior Motes at any time at fixed redemplion prices that declined
ratably over time.

Prior to May 15, 2013, MCE Finance had the option to redeem up to 35%
of the 2010 Senlor Motes with the net cash proceeds from one or more
cerain equity offerings at a fixed redemption price. In addition, under
cernain circumstances and subject to certain exceptions as more fully
described in the indenture, MCE Finance also had the option to redesm in
whola, but not in part of the 2010 Senior Motes at fiked redemption pricas.



Notes to Consolidated Financial Statements

{In thousands of U.S. dallars, except share and par share data)

12. LONG-TERM DEBT {CUHT[NUED] for certain other technical amendments (the *Proposed Amendments”)

2010 Senior Notes (continued)

The indenture governing the 2010 Senior MNotes contained certain
covenants that, subject to certain axceplions and conditions, limited the
ability of MCE Finance and its restricted subsidiaries to, among other
things: () incur or guarantee additional indebtedness; (i) make specified
restricted payments; {ii) issue or sell capital stock: (iv) sell assets: (v) create
lieng; (vi) enter imo agreements that restrict the restricted subsidiaries'
ability to pay dividends, transfer assets or make intercompany loans; (vil)
enter into fransactions with shareholders or affiliates; and {viil) effect a
CONSOlidation or margar,

There were provisions under the indenture of the 2010 Senior Notes that
limitad or prohibited cartain payments of dividends and other distributions
by MCE Finance and its respective restricted subsidiaries to the Company
or persons who were not MCE Finance or members of MCE Finance
respective restricted subsidiaries, subject to certain exceptions and
conditions (described in further detail in Note 20).

On October 30, 2012, MCE Finance received unravoked consents from the
holders (the “Holders™) of the requisite aggregate principal amount of the
2010 Senior Motes necessary to approve certain propcsed amendments
to, among other things, allowed MCE Fimance to (i) make an additional
$400,000 of restricted payments to fund the Studio City project and
{ii} have the flexibility to transact with, and use any revemues or other
payments generated or derived from, certain projects and to provide

to the indenture governing the 2010 Senior Motes and executed a
supplemental indenture to give effect to the Proposed Amendments. The
Group capitalized the payments to the agent and Haolders who had validly
delivered a consent to the Proposed Amendments totaling $14,795 as
deferred financing costs and expensed the third party fee of $3,277 as a
result of the aforementioned debt maodification.

On January 28, 2013, MCE Finance made a cash tender offer to repurchase
the 2010 Senior Notes at & cash consideration plus accrued interest and
also solicited consents to amend the terms of the 2010 Senior Notes to
substantially remowe the debt incurrence, restricted payment and other
restrictive covenants (the “Tender Offer®). Closing of the Tender Offer and
consent solicitation were conditicned upon MCE Finance receiving net
proceeds from offering of the 2013 Senior Noles (as described below) in
an amount sufficient to repurchase the tendered 2010 Senior Notes and
related fees and expenses and other general conditions. The Tender Offer
expired on Fabruary 26, 2013 and $599,135 aggregate principal amount
of the 2010 Semior Motes were tendered. On February 27, 2013, MCE
Finance elected to redeem the remaining outstanding 2010 Senior Notes in
aggregate principal amount of 5885 on March 28, 2013, at a price equal to
100% of the principal ameunt outstanding plus applicable premium as of,
and accrued and unpaid interast to March 28, 2013. The accounting for the
total redemption costs of $102,497, unamortized deferred financing costs
of 523,793 and unamaortized issue discount of $5,962 in relation to the 2010
Senior Motes as of the redemption date are disclosed as below under the
2013 Senior Notes,
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(In thousands of U.S. dellars, except share and per share data)

12. LONG-TERM DEBT {CONTINUED)

"z

RME Bonds

On May 9, 2011, the Company issued and listed the Renminki (*RMB")
2,300,000,000 3.75% bonds due 2013 (the "AMBE Bonds™) (equivalent to
$353,278 based on exchange rate on transaction date) on 3GX-ST. The
RME Bonds were priced at 100% at par. The RME Bonds were direct,
general, unconditional, unsubordinated and unsecured obligations of the
Company, which at all times ranked egually without any preference or
priority among themselves and at least equally with all of the Company's
other present and future unsecured and unsubordinated obligations, save
for such obligations as may be preferred by provisions of law that ware
both mandatory and of general application. The RMB Bonds would have
matured on May 9, 2013 and the interest on the RMB Bends was accrued
at a rate of 3.75% per annum and was payable semi-annually in arrears on
May 9 and November 9 of each year, commenced on November 9, 2011,

The Company had the opfion to redeem in whaola, but not in part under
certain circumstances as defined in the indenture, the RMB Bends at any
time prior to May 9, 2012 at an additional redemption price. Thereatter,
the Company had the oplion to redeem in whole, but not in part, the RMB
Bonds at any time after May 9, 2012 at a fixed recemption price.
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The indenture governing the RMB Bonds contained certain negative pledge
and financial covenants, providing that the Company should not create or
permit to subsist any secuwrity interest upon the whole or any part of the
Company's present or future undertaking, assets or revenues to secure
any relevant indebledness or guarantee of relevant indebtedness without:
(i} at the same time or prior thereto securing the RMB Bonds equally and
rateably therewith to the satisfaction of the trustee under the EBME Bonds;
or (i} praviding such other security for the AMB Bonds as the trustes may
in its absolute discration consider to be not materially lass beneficial to the
Interests of the holders of the RMB Bonds or as may be approved by an
axtraordinary resclution of bondholders. In addition, the Company was also
reguired to comply with certain financial covenants, including maintaining a
spacified consolidated tangible net worth and a leverage ratio.

On March 11, 2013, the Company early redeemed the RMEB Bonds in
full in aggregate principal amount of RMB2,300,000,000 (equivalent to
$368,177) together with accrued interest, which was partially funded
from net proceeds from offering of the 2013 Senior Notes (described
below), The Group wrote off the unamortized deferred financing costs
of $586 immediately before redemption of the AMB Bonds as loss on
axtinguishmant of dabt in the consclidated statements of operations for tha
year ended December 31, 2013,



12. LONG-TERM DEBT (CONTINUED)

Deposit-Linked Loan

On May 20, 2011, the Company enterad intoc a Hong Kong dollar deposit-
linked loan facility (the *Depeosit-Linked Loan®) with a lender in an amount
of HKS2.748,500,000 (equivalent to $353,278 based on exchange rate
on transaction data), which was secured by a deposit in an amount of
RMB2,300,000,000 (equivalent to $353,278 based on exchange rate on
transaction date) from the proceads of the RMB Bonds as described above.
The Deposit-Linked Loan woukd have matured on May 20, 2013 o, if earlier,
at any time with 30 days’ price notice given 1o the lender, the Company may
prepay the whole or any part of not less than HK$500,000,000 (squivalent
to $64,267) of the Deposit-Linked Loan outstanding. The Deposit-Linked
Loan bore interest at a rate of 2.88% per annum and was payable semi-
annually in arrears on May 8 and November 8 of each year, commenced
on Movember & 2011, On the same date, the Company entered into
two AME forward exchange rate contracts in an aggregate amount of
AMBS2,325.000 (approximately $6,000) for settlement of the AME Bonds
interast payable at fixed exchange rates on November 9, 2011 and May
9, 2012, respectivaly, and during the year anded December 31, 2012, the
Company entered inte ancther AMB forward exchange rate contract of
RMB25,845,8687 (approximately $4,000) for settlement of the RMB Bonds
interest payable at fixed exchange rate on Movember 9, 2012, During the
year ended December 31, 2012, the Company settled the outstanding
forward exchange rate conftracts and the gain on the forward axchange rate
contracts of $138 was reclassified from accumulated other comprehensive
losses to interest expenses.

Notes to Consolidated Financial Statements

{In thousands of U.S. dallars, except share and par share data)

On March 4, 2013, the Company prepaid in full the Deposit-Linked Loan in
aggregate principal amount of HK$2,748 500,000 (aquivalent to $353,278)
with accrued interest and a deposit in an amount of RMB2,300,000,000
{equivalent to S368,177) from the proceeds of the RMB Bonds, for security
of the Deposit-Linked Loan, was released on the same date.

Aircraft Term Loan

On June 25, 2012, MCE Transportation Limited ("MCE Transportation®), an
indirect subsidiary of the Company, entered into a $43,000 term loan facility
agresment to partly finance the acquisition of an aircraft (the “Adrcraft
Term Loan®). Principal and Interest repayments are payable quarterly in
arrears commenced on September 27, 2012 until maturity on June 27,
2018, interest is calculated based on Londoen Interbank Offered Rate plus
a margin of 2.80% per annum and the loan may be prepaid in whole or in
part of not less than $1,000 and 10 days' prior notice given. The Alrcraft
Term Loan is guarantesd by the Company and security includes a first-
priority mortgage on the aircraft tself, pledge over the MCE Transportation
bank accounts; assignment of insurances {other than third party liability
insurance); and an assignment of airframe and engine warranties. The
Alrcratt Term Loan must be prepaid in full if any of the following events
occurs: (i} a change of control; (i) the sale of all or substantially all of the
components of the aircraft, (jii} the loss, damage or destruction of the
entire or substantially the entire aircraft, Other covenants include lender's
approval for any capital axpenditure not incurred in the ordinary course
of business or any subsequent indebtednass exceeding $1,000 by MCE
Transportation. As of December 31, 2014, the Aircraft Term Loan has bean
fully drawn down and utilized with other funds of the Group, to fund the
purchase of the aircraft. As of December 31, 2014 and 2013, the carrying
value of aircraft was $40,974 and $46,437, respectively.
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12. LONG-TERM DEBT {CONTINUED)

144

2013 Senior Notes

On February 7, 2013, MCE Finance issued and listed $1,000,000 5%
senior notes, due 2021 (the "2013 Senior Notes™) and priced at 100%
at par on the 3GX-3T. The 2013 Senior Notes are general obligations of
MCE Finance, rank equally in right of payment to all existing and future
sanior indabtadness of MCE Finance and rank senigr in right of paymant
to any existing and future subordinated indebtedness of MCE Finance and
affactively subordinated to all of MCE Finance's existing and future secured
indebtedness to the extent of the value of the assets securing such dabt.
Cartain subsidiaries of MCE Finance (the “2013 Senior Notes Guarantors”™)
jointhy, severally and unconditionally guarantes tha 2013 Senior Motes on
a senlor basis. The guarantees are joint and several general obligations
of tha 2013 Senior Motes Guarantors, rank equally in right of paymant
with all existing and future senior indebtedness of the 2013 Senior Motes
Guaranters, and rank senior in right of payment to any existing and future
subordinated indebledness of the 2013 Senior Notes Guarantors. The 2013
Senior Notes mature on February 15, 2021. Interest on the 2013 Senior
Motes is accrued at a rate of 5% per annum and is payabla semi-annually
in arrears on February 15 and August 15 of each year, commenced on
August 15, 2013.
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The net proceeds from the offering of the 2013 Senior Motes, after
deducting the wnderwritng commissions and other expenses of
approximately $14,500, was approximately $985500. The Group used
part of the net proceeds from the offering to (i} repurchase in full the
2010 Senior MNotes of $600,000 and fund the related redemption costs
of the 2010 Senior Notes of 5102487 and (i) for the partial repayment
of the AMB Bonds on March 11, 2013, As a result. in accordance with
the applicable accounting standards, the Group recorded a $50,256 loss
on extinguishment of debt in the consolidated statements of operations
for the year ended December 31, 2013 which comprised the portion
of the rademptlion costs of 538,949, write off of respective portion of
unamortized deferred financing costs of $9,041 and unamonized |ssue
discount of $2,266 related to the 2010 Senior Notes and recorded $10,538
costs associated with debt modification in the consolidated statements
of operations for the year ended Decemnber 31, 2013 which represented
the portion of the underwriting fee and other third party costs incurred in
connection with the issuance of the 2013 Senior Notes. The remaining
portion of the undarwriting fae and other third party costs of 56,523 wera
capitalized as deferred financing costs.

MCE Finance has the option to redeem all or a portion of the 2013
Senior Motes at any time prior to February 15, 2016, at a “make-whole”
redemption price. Thereafter, MCE Finance has the option to redeem all or
a portion of the 2013 Senior Notes at any time at fixed redemption prices
that decline ratably over time.



Notes to Consolidated Financial Statements

{In thousands of LS. dollars, except share and per share data)

12. LONG-TERM DEBT {CUHTINUED] Thare are provisions under the indenture of the 2013 Senior Notes that limit
y - ar prohibit certain payments of dividends and other distributions by MCE

2013 Senior Notes [continued) Finance and its restricted subsidiaries to the Company or persons who are
MCE Finance has the option to redeem up to 35% of the 2013 Senior not MCE Finance or members of MCE Finance's restricted subsidiaries,
Mates with the nat cash procesds fram ene or Mars Certain equity afferings subject to certain exceptions and conditions (described in further detall

in Mote 20). As of December 31, 2014 and 2013, the net assets of MCE
Fimamce and its restricted subsidiaries of approximately $3,639,000 and
$3,206.000, respactively, wera restricted from being distributed under the
tarmis of the 2013 Senior Motes.

at a fixed redemption price at any time prior to February 15, 2018, In
addition, under certain circumstances and subject to certaln exceptions
as mora fully described in the indenture, MCE Finance also has the cption
to redeemn in whole, but not in part of the 2013 Senior Notes at fixed
redermnption prices.

The ndenture governing the 2013 Senicr Notes containg certain covenants
that, subject to certain exceptions and conditions, limit the ability of MCE
Fimanmce and [ts restricted subsidiaries to, among other things: () incur or
guarantee additional indebtedness: (i) make specified restricted payments;
{iliy issue or sell capital stock; (iv) sell assets; (v) create liens; (vi) enter into
agreements that restrict the restricted subsidiaries’ abllity to pay dividends,
transfer assets or make intercompany loans; (vii) enter into transactions
with shareholders or affiliates; and (viil) effect a consolidation or merger,
As of December 31, 2014, management believes that MCE Finance was in
compliance with each of the financial restrictions and requirements.
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12. LONG-TERM DEBT {CONTINUED)

Wi

Studio City Notes

On Movember 26, 2012, Studio City Finance Limited (“Studio City
Financa™), an indirect subsidiary which the Company holds 0% interest,
issued and listed the $825,000 8.5% senior notes, due 2020 (the “Studic
Clty Notes®) and priced at 100% at par on the SGX-5T. The Studio City
Motes are general obligations of Studio Gity Finance, secured by a first-
priority security interest in certain specific bank accounts incidental to the
Studio City Motes and a pledge of any intercompany loans from Studio
City Finance to or on behalf of Studio City Investments Limited [*Studic
City Investmants”), a whelly-owned direct subsidiary of Studio City Finance
and the immediate holding company of Studio City Company, a wholly-
owned Indirect subsidiary of Studio City Finance, or its subsidiaries entered
into subsaquent to the issua date of the Studio City Notes, rank aqgually in
right of payment to all existing and future senior indebtedness of Studic
City Finance and rank senior in right of payment to any existing and future
subordinated indebtedness of Studio City Finance. The Studio City Motes
are affectively subordinated to all of Studie City Finance's existing and
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future secured indebtedness to the extent of the value of the property
and assets securing such indebtedness. All of the existing direct and
indirect subsidiaries of Studio City Finance and any other future restricted
subsidiaries that provide guarantees of certain specified indebtedness
(including the Studie City Project Facliity as described below) (the “Studia
City Motes Guarantors”) jeintly, severally and unconditionally guarantee the
Studio City Motes on a senior basis (the “Guarantees”). The Guarantees
are general obligations of the Studio City Notes Guaramtors, rank equally
in right of payment with all existing and future senior indebtedness of the
Studio City Motes Guarantors and rank senlor in right of payment to any
axisting and future subordinated indebtedness of the Studic City Motes
Guarantars, The Guarantees are effectively subordinated to the Swdio City
Motes Guarantors' obligations under the Studio City Project Facility and
any future secured indebledness that is secured by property and assets
of the Studio City Notes Guarantors to the axtent of the value of such
property and assets. The Studio City Motes mature on December 1, 2020
and the interest on the Studic City Notes is accrued at a rate of 8.5% per
annum and is payable semi-annually in arréars on June 1 and December 1

of each year, commenced on June 1, 2013,



12. LONG-TERM DEBT (CONTINUED)

Studio City Notes (continued)

The net proceeds from the offering, after deducting the underwriting
commissions and other expenses of approximately $13.200, was
approximately $811,800. Studic City Finance used the nel proceeds
from the offering to fund the Studie City project and the related fees
and axpenses. The net proceads from the offering was deposited in a
pank account of Studio City Finance (the “Ezcrow Account”) and was
restricted for use, which was subsequently released upon signing of the
Studic City Project Facility on January 28, 2013. Upon release from the
Escrow Account. all the nat procesds were deposited in a bank account of
Studio City Finance (the "Note Proceeds Account™ and were available for
payment of construction and development costs and other project costs
of the Studio City praject with conditions and sequence for disbursements
in accordance with an agreement ({the “Mote Disbursement and Account
Agreement”) as described below, except for a portion of net proceeds
amounting to $239,584, which represents the sum of interest expected
to accrus on the Studie City Notes through to the 41-month anniversary
af their issue date, which was deposited in a bank account of Studia City
Finance (the *Note Interest Reserve Account”), and is resiricted for use o
pay future interest payments until the opening date (the “Opening Date”) of
the Studio City project as defined in the Studio City Project Facility.

Notes to Consolidated Financial Statements

{In thousands of U.S. dallars, except share and par share data)

Concurrent with the submission of the first utilization request under the
Studio City Project Facllity on January 10, 2014, an amount equal to the
six-month sum of interest due on the Studio City Notes of 535,063 was
raleasad from the Mote Interest Reserve Account and deposited inm a
bank account (the “Note Debt Service Feserve Account™) of Studio City
Company, the borrower under the Studio City Project Facility. During
the years ended December 31, 2014 and 2013, Studio City Finance paid
Studio City Motes interast expenses amounting to $70,125 and 571,099,
raspactively, with fumds from the MNote Interest Reserve Account. The
remaining amount In the MNote Interest Reserve Account {less an amount
agqual to the pro-rated portion of interest due on the naxt interest payment
date) will be released and be deposited in a bank account of Studio City
Company (the “Revenue Account”) on the Opening Date. The security
agent of the Studio City Project Facility has security over the Mote Debt
Service Reserve Account and the Revenue Account.

As of December 31, 2014, the Group classified the balance of the Note
Interast Reserve Account of $63,340 as current portion of restricted cash,
while the balance of Mote Debt Service Reserve Account of 535084 as
nen-current portion of restricted cash on the consolidated balance sheets.
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12. LONG-TERM DEBT {CONTINUED)

48

Studio City Notes (continued)

The Studic City Motes were subject to a special mandatory redemption
at a redemplion price in the event that i) the Studic City Project Facility
was not executed on or before March 31, 2013; and ii) the funds were not
released from the Mote Proceeds Account prior to January 28, 2014, the
date that was one year from the date of the execution of the Studia City
Project Facility due to the failure of the conditions precedent (subject to
certain exceptions) to first wtilization of the Studic City Project Facility to
be satisfied or waived by such date. The first condition was satisfied with
exscution of the Swdie City Preject Facility en January 28, 2013 and the
sacond conditions waere satisfied and the first disbursement funds on the
Studio City Notes were released from the Mote Proceeds Account te a bank
account of Studio City Financa (the *Mote Disbursement Account™) for the
Studio City project cost payments on January 17, 2014,

On Movember 28, 2012, Studio City Finance and Studio City Company
entered into a MNote Disbursement and Account Agreement with certain
banks and other parties to, amang other things, establish the conditions
and sequence of funding of the Studio City project costs, The Studic City
project costs are financed in the following order:
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+  the funding from the Company and the ultimate noncontrolling
shareholder of Studio City Finance in an aggregate amount of
$825,000 are used until it has been exhausted;

- thereafter, the proceeds in the Note Proceeds Account are used until
thay have bean axhausted, and

+  thersafter, the proceeds of the Siudio City Project Facility, including
any proceeds in any construction disbursement accounts or other
accounts established under the Studio City Project Facility, to the
extent established for such purpose under the Studio City Project
Facility, are used until they have been exhausted.

Studio City Finance has the option to redesm all or a portion of the
Studio City Notes at any time prior to December 1, 2015, at an additional
redemplion price. Thereatter, Studio City Finance has the option (o redesm
all or a portion of the Studio City Notes at any time at fixed redemption
prices that decline ratably over time,

Studio City Finance has the cption to redeem up to 35% of the Studio
City Motes with the net cash proceeds of certain equity offerings at a
fixed redemption price at any time prior to December 1, 2015, In addition,
under certain circumstances and subject to certain exceptions as more
fully described in the indenture, Studic City Finance also has the optien
to redeem in whole, but not in part of the Studio City Motes at fixed
redemption prices.
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{In thousands of .S, dollars, except share and per share data)

12. LONG-TERM DEBT (CONTINUED) Studio City Project Facility

Studio City Notes (continued)

The indenture governing the Studic City MNotes containg certain covenants
that, subject 1o certain axcaplions and conditions, limit the ability of Studic
City Finance and its restricted subsidiaries to, among other things: (i)
Incur or guarantee additional indebtedness; (i) make specified restricted
payments; [iiij issue or sell capital stock; (iv) sell assets; (v) create liens;
{vi) enter into agreemants that restrict the restricted subsidiaries’ ability to
pay dividends, transfer assets or make intercompany loans; (vil) enter inte
transactions with shareholders or affiliates; and (vii)) effect 8 consclidation
or merger. As of December 31, 2014, managemant belisves that Studic
City Finance was in compliance with each of the financial restrictions and
requirements.

Thera are provisions under tha indenture of the Studio City Notes that limit
or prohibit certain payments of dividends and other distributions by Studie
City Finance and its restricted subsidiaries to the Company or persons
who are not Studio City Finance or members of Studio City Finance's
restricted subsidiaries, subject to certain exceptions and conditions
(described in further detail in Note 20), As of December 31, 2014 and 2013,
the net assets of Studie City Finance and its restricted subsidiaries of
approximately $102,000 and $171,000, respactively, wera rastricted from
being distributed under the terms of the Studio City Motes.

On January 28, 2013, Studio City Company (the "Studio City Borrower”)
and certain lemders (the *Studio City Lenders”) executed a senior sacured
credit facilties denominated in Hong Kong dollars with an aggregate
amount of HK$10,855,880,000 (equivalent to $1,395.357) (the “Studio City
Project Facility™), pursuant to substantially all the terms and conditions
sel out in a commitment letter (the "Commitment Letter”) entered on
Cetobar 19, 2012 by the Studio City Borrower, the Studio City Lenders,
the Company and Mew Cotai Investments, LLC ("Mew Cotai Investmants”),
an indirect noncontroling shareholder who owns 40% interest in Studio
City Borrower, to fund the Studio City project. The Studio City Project
Facility consists of a HK$10,080,480,000 (squivalent to $1,295 689) term
loan facility {the “Studio City Term Loan Facility™) and a HKS775,420,000
{equivalent to $89,668) revolving credit facility (the *Studic City Revolving
Cradit Facility™). The Studio City Term Loan Facility matures on January 28,
2018 and iz subject to quarterly amortization payments commencing on
the earlier of (i) December 31, 2016, the first fiscal quarter end date falling
not less than 45 months after January 28, 2013; and (i) tha end of the
second full fizcal quarter after the Opening Date of the Studio City project.
Amaunts under the Studio City Term Loan Facility may be borrowed from
and after the date that certain conditions precedent were satisfied until July
28, 2014, the date falling 18 months atter Jamuary 28, 2013, The Studio City
Revolving Credit Facility matures on January 28, 2018 and has no interim
amartization. The Studio City Revolving Credit Facility may be utilized prior
to the Opening Date for project costs by way of issue of letters of credit
to a maximum of HKS387,710.000 (equivalent to $49,834). and may be
borrowed in full an a revolving basis after the Opening Date.
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12. LONG-TERM DEBT {CONTINUED)

150

Studio City Project Facility (continued)

Borrowings under the Studio City Project Facility bear interest at HIBOR
plus a margin of 4.50% per annum until the last day of the second full
fiscal quarter after the Gpening Date, at which time the interest rate shall
bear interest at HIBOR plus a margin ranging from 3.75% to 4.50% per
annum as determined in accordance with tha total leverage ratio in respact
of Studio City Inwvestments, Studio City Borrower and its subsidiaries
{together, the “Studio City Borrowing Group ).

The Studic City Borrower may make voluntary prepaymants in respect of
the Studio City Project Facility in a minimum ameount of HKS100,000.000
{equivalent to $12,853), plus the amount of any applicable break costs.
The Studio City Borrower is alse subject to mandatory prepayment
raquirements in respect of various amounts within the Studio City
Barrewing Group, including but net limited to: (i) net termination or elaim
proceeds under the Studio City Borrowing Group's land concessions,
certain construction agreements or finance or project documents, subject
to certain exceptions; (i) the net proceads of certain asset sales, subject to
reinvestment rights and certain exceptions, which are in excess of $5,000;
{iii) the net proceeds received by any member of the Studio City Borrowing
Group in respect of the compulsory fransfer, seizure or acquisition by
any governmental autharity of the assets of any member of the Studio
City Borrowing Group (subject to certain exceptions); (iv) 50% of the nat
proceeds of any permitted equity issuance of any member of the Studio
City Borrowing Group: (v) the net procesds of any debt issuance of any
member of the Studio City Borrowing Group, subject to certain exceptions;
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(vi) insurance proceeds net of expenses to obtain such proceeds under tha
property insurances, subject to reinvestment rights and certain exceptions,
which are in excess of $10.000; and (vil) certain percentage of excess cash

in accordance with leverage test.

The indabtedness under the Studio City Project Facility is guaranteed
by Studio City Investments and its subsidiaries (other than the Studio
City Borrowar). Security for the Stwudio City Projact Facility included: a
first priority mortgage over the land where Studio City is located, such
mortgage will also cover all present and any future buildings on, and
fixtures to, the relevant land; an assignment of any land use rights under
land concession agreements, leases or equivalent; as well as other
customary security. Certain accounts of Melco Crown Macau relating solely
to the operation of the Studie City gaming area are pledged as security for
the Studio City Project Facility and related finance documents,

The Studio City Project Facility contains certain covenants that, subject
to cerfain exceplions and conditions, limit the ability of Studio City
Investments and its restricted subsidiaries to, among other things, (i
Incur or guarantee additional indebtedness; (i) make specified restricted
payments; (i} issue or sell capital stock; (W) sell assets; (v} create liens:
(vl paying dividends and other restricted payments; and (vil) effect a
consolidation or merger. The Studio City Project Facility also contains
cerain financial covenants and the first test date of these financial
covenants is the earlier of June 30, 2016 and the end of the second
full financial guarter after Opening Date. As of December 31, 2014,
management believes that Studio City Borrowing Group was in compliance
with each of the financial restrictions and requiremeants.



12. LONG-TERM DEBT (CONTINUED)

Studio City Project Facility (continued)

There are provisions that limit or prohibit certain payments of dividends and
other distributions by the Studio City Borrowing Group o the Company
or persons who are not members of the Studic City Borrowing Group
(described in further detail in Note 20), As of December 31, 2014 and 2013,
the naet assets of Studio City Investments and its restricted subsidiarias of
approximately $175,000 and $217,000, respectively, were restricted from
being distributed under the terms of the Studio City Project Facility.

The Studio City Borrower is obligated to pay a commitment fee quarterly
in arrears on the undrawn amount of the Studio City Project Facility
throughout the availability peried which started from January 28, 2013,
The Studio City Borrowear recognized lean commitment faes on the Studic
City Project Facility of $15,153 and $23,190, respactivaly, during the years
ended Decernber 31, 2014 and 2013,

In connection with the Studio City Project Facility, Studio City International
Holdings Limited (*Studio City Internaticnal®), an intermediate holding
company of Studio City Finance and an indirect subsidiary which the
Company holds 60% interest, is required to procure a contingent aquity
undertaking or similar (with a liability cap of $225,000) granted in favor of

Notes to Consolidated Financial Statements

{In thousands of .S, dollars, except share and per share data)

the security agent for the Studio City Project Facility to, amongst other
things, pay agreed project costs (i) associated with construction of Studio
City and (i} for which the facility agent under the Studio City Project
Fagcility has datermined thera is no other available funding under the terms
of the Studie City Preject Facility. In support of such contingent equity
undertaking, Studio City International has deposited and maintained a bank
balance of $225.000 in an account secured in favor of the security agent
for the Studio City Projact Facility ("Cash Collateral”) as of December 31,
2014 and 2013, The Cash Collateral is required to be maintained until the
construction completion date of the Studio City has occurred, certain debt
sarvice reserva and accrual accounts have been funded to the required
balance and the financial covemants have been complied with, As of
December 31, 2014 and 2013, the Cash Collateral is classified as non-
current portion of resfricted cash in the consclidated balance sheets,

The Studio City Borrower had not drawn down on the Studio City Term
Loan Facility and the Studio City Revolving Credit Facility during the year
ended December 31, 2013, On July 28, 2014, the Studio City Term Loan
Facility of HK$10,080,460,000 (equivalent to $1,295,689) has been fully
drawn down. As of December 31, 2014, the entire Studio Clty Revolving
Cradit Facility of HK$775,420,000 (equivalent to $39,668) remains
available for future draw down, subject to satisfaction of certain conditions
precadent.
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12. LONG-TERM DEBT {CONTINUED)

k3

Studio City Project Facility (continued)

The Studic City Borrower i3 required to, within 120 days after the
drawdown of the Studio City Project Facilty, enter into agraements to
ensure that at least 50% of the aggregate of drawn Studio City Term Loan
Facility and the Studic City Notes are subject to interest rate protection, by
way of interast rate swap agreements, caps. collars or other agreaments
agreed with the facility agent under the Studio City Project Facility to limit
the impact of increases in interest rates on its floating rate debt, for a
period of not less than three years from the date of the first drawdown of
the Studio City Term Loan Facility. Since the Studic City Borrower draw
down the Studio City Term Loan Facility on July 28, 2014, the Studio
City Borrower entered into certain floating-for-fixed interest rale swap
agreements in September 2014 to limit its exposura to interest rate risk.
Under the interest rate swap agreements, the Studio City Borrower pays
a fixed interest rate of 0.28% per annum of the notional amownt, and
receives variable interest which is based on the applicable HIBOR for each
of the payment dates. All these interest rate swap agreamaents will axpire in
March 2015. These interest rata swap agreements are expected to ramain
highly effective in fixing the interest rate and qualify for cash flow hedge
accounting. Therefore, there is no impact on the consolidated statements
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of operations from changes in the fair value of the hedging instruments.
Instead the fair value of the instruments are recorded as assets or liabilities
on the consolidated balance sheets, with an offsetling adjustment to
the accumulated other comprehensive losses until the hedged interest
expenses were recognized in the consclidated statements of operations.
No hadge agreement has been entered as at December 31, 2013 as the
Studio City Borrower has not drawn down on the Studio City Project
Facility.

Philippine Notes

On January 24, 2014, MCE Leisure issued PHP15 billion 5% senior notas,
due 2019 (the “Philippine Motes”) (eguivalent to $336.825 based on
axchange rate on transaction date) at par of 100% of the principal amount
and offered to certain primary institutional lenders as noteholders via

private placement in the Philippines, which was priced on December 19,
2013.

The Philippine Motes are general obligations of MCE Leisura, secured on
a first-ranking basis by pledge of shares of all present and future direct
and indirect subsidiaries of MCP, rank equally in right of payment with all
existing and future senior indebtedness of MCE Leisure (save and except
for any statutory preference or priority) and rank senior in right of payment
to any existing and future subcrdinated indebtedneéss of MCE Laisure.



Notes to Consolidated Financial Statements

{In thousands of U.S. dallars, except share and par share data)

12. LONG-TERM DEBT (CONTINUED) MCE Leisure has the option to redeem all or a portion of the Philippine

Philippine Notes (continued)

The Philipping Motes are guaranteed by MCP and all present and
futura direct and indirect subsidiaries of MCP (subject to certain limited
exceptions) (collectively the “Philippine Guarantors®), jeintly and severally
with MCE Lelsure; and Irrevocably and unconditionally by MCE on a
senior basis. The guarantess are general obligations of the Philippine
Guarantors, rank equally in right of payment te all existing and future
senior indebtedness of the Philippine Guarantors (except for any statutory
preference or priority) and rank semior in right of payment to any existing
and future subordinated indebledness of tha Philippine Guarantors,

The Philippine Motes mature on January 24, 2019, Interast on the Philippine
Mates is accruad at a rate of 5% per annum and is payable semi-annually
in arrears on January 24 and Juby 24 of each year, commenced on July 24,
2014, In addition, the Phillppine Notes includes a tax gross up provision
requiring MCE Leisure to pay without any deduction or withholding for ar
on account of tax,

Tha nat proceads from the offering of the Philippine Notas, after deducting
the wnderwriting commissions and cther expenses of approximately
PHP230,769,000 ({equivalent to $5,182 based on exchange rate on
tramsaction date), was approximately PHP14,768,231,000 (eguivalent
to $331,643 based on exchange rate on transaction date). MCE Laeisure
used the net proceeds from the offering to fund the City of Dreams Manila
project, refinancing of dabt and general corporate purposes,

MNotes at any time prior to January 24, 2015 at 100% of the principal
amount plus applicable premium as defined in the notes facility and
sacurity agreeament (the "Motes Facility and Security Agreement™) governing
the Philippine Motes, Thereafter, MCE Lelsure has the oplion to redeem all
ar a portion of the Philippine Notes at any time at fied prices that decline
ratably over time,

The Motes Facility and Security Agreement contains certain covenants
that, subject to certain exceptions and conditions, limit the ability of MCP
and its subsidiaries ability, including MCE Leisure to, amaong other things:
{i} imcur or guarantee additional indebtedness; (i) sell assets; (i) create
liens; and (iv) effect a consolidation and merger. As of December 31, 2014,
management believes that MCE Leisure was in compliance with each of the
financial restrictions and requirements,

The Philippine Motes are exempted from registration with the Philippine
Securities and Exchange Commission (the “Philippine SECT) under
the Philippine Securities Regulation Code Rule ("SRC Rule™) 9.2.2(B)
promulgated by the Philippine SEC as the Philippine Notes were offered via
private placemant to not more than ninetean primary institutional lenders,
accordingly, the Philippine Notes are subject to the conditions of SAC Rule
9.2.2(B) which limit the assignment and transfer of the Philippine Notes to
primary institutional lendars anly and to ba hald by not mora than ninatean
primary institutional lenders at any time before maturity of the Philippine
Motas.
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12. LONG-TERM DEBT (CONTINUED) Scheduled maturities of the long-term debt as of December 31, 2014 are as

follows:
Total interast on long-term debt consisted of the following:

Year ending December 31,

Yaar Ended Dacamber 31, 2015 £ 262750

2014 2013 g 2016 322,150

Intarast for Studio City Moles™ 5 70125 % 71089 % 5 844 017 161 8497

Inferast for 2013 Senior Nateg™ 50,000 44,998 j— 2018 991,336

Interest for Stugio City Project Faciliy™ 26,321 — — 018 330648

Intarast for Philippine MNates® 18.751 - s Over 2019 1,825 000

Imarast for 2011 Cradd Facilitias”® 11,337 16,841 21,840 £ 380279
Inferest for Mrcratt Tenm Loan® 998 1191 T05
Interest for 2010 Sendor Mates - 6.028 61,500

Amortizalion of discount in connaction The long-term debt are repayable as fallows:
with issuance of 2010 Sanior Notes — Il ESD‘I December 31,

Intert fo M Bonds = 2610 13,666 2014 2013

Inferest for Deposit-Linked Loan ﬁa‘sa—z H;.:: 1:232; Wahin ane year S 22050 § 262566

, ! : Iode tham o yaar, bul nol excasding two years 322150 262,749

Interest capitalized (82.761) (25.258) (7 500) More than two years, but not exceeding five years 1.492.851 179,697

EENRUUE S 119307 3 106,520 More than five years 1825000 1826448

L Longstemn debit repayable within five years 3,902,781 2533460

Less: Ampunts dug within one year ¢lassified as
LEag{DT I TARMAEHS At Sl Y current Babilites 262,750 (262 566)

During the years ended December 31, 2014, 2013 and 2012, the Group's ERETRN $ 227080

average borrowing rates were approximately 5.41%, 5.36% and 5.06% per

annum, respactivaly.
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Future minimum lease payments under capital lease obligations for the

13. CAPITAL LEASE OBLIGATIONS

On March 13, 2013, a lease agresment (the “MCP Lease Agreement™)

Group as of December 31, 2014 are as follows:

which was entered on October 25, 2012, and was subsequently amended Year ending December 31, 2015 £ 25,289

from time to time, between MCE Lelsure and Belle Corporation (“Belle®, Yoat snding (hcember 21, 2016 4

ane of the Philippine Parties as defined in Note 22(a)) for lease of the 1900 el oo ) i
I | I 1 I 3

lpp ; : ; Year ending December 31, 2018 30016

land and certain of the building structures for City of Dreams Manila Year ending December 31, 2018 43,620

which expected to be expired on July 11, 2033, became effective upon Over 2019 7565174

complation of closing arrangement conditions and with minor changes from Tatal minimum lease payments 933,958

the original terms. Less: amounts representing interest (632418

Present value of minimum leass payments 301,539

Apart from the MCP Lease Agreement, the Group entered into lease Current partion 23512

agreements with third parties of lease of cerain property and eguipment Mon-current pertion £ 2TE 027

during the years ended December 31, 2014 and 20132,

The Group made assessments at inception of the leases and capitalized
the portion related to property and equipment under capital lease at the

14. OTHER LONG-TERM LIABILITIES

Decamber 31,
lower of the fair value or the present value of the future minimum lease 2014 2013
payments. Construction costs and property and
equipmend ratention payables $ 50162 § 20,679
Staff cost accruals and olhers 20,750 -_—
Defarred rent liabilities 12,296 7626
Other depasils received 1,233 187

$ 03441 § 28 402
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15. FAIR VALUE MEASUREMENTS

156

Authoritative literature provides a fair value hierarchy, which prioritizes the
inputs to valuation technigues used to measure fair valua into three broad
levels. The level in the hierarchy within which the far value measurement in
its entiraty falls is based upon the lowast level of inpul that is significant ta
the fair value measuremant as follows:

. Leaval 1 - inputs are based upon unadjusted guoted prices for
ientical instruments traded In active markats,

. Lavel 2 - inputs ara based upon guoted prices for similar instruments
" active markets, quoted prices for identical or similar instruments in
markets that ara not active and model-based valuation techniques for
which all significant assumptions are observable in the market or can
be corroborated by observable marketl data for substantially the full
term of the assets or liabilities.

»  Level 3 - inputs are generally unobservable and typicallty reflact
management's estimates of assumptions that market participants
would use in pricing the asset or liability. The fair values are therefore
datermined using modal-based technigues that includa option pricing
models, discounted cash flow models and similar techniques.
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The carrying values of cash and cash equivalents, bank deposits with
original maturity over three months and restricted cash approximated
fair value and represented a level 1 measurement. The camrying values of
long-term deposits, long-term receivables and other long-term liabilities
approximated fair value and represented a level 2 measurement. The
estimated fair value of long-term debt as of December 31, 2014 and 2013,
which included the Studic City Project Facility, the 2013 Senior Notes,
the Studic City MNotes, tha 2011 Cradit Facilities, the Philippine Notes and
the Aircraft Term Loan, were approximately $3,878,381 and §2 585,768,
respectively, as compared to its camying value of $3902,781 and
52,533 460, respectively. Fair value was estimated using guoted market
prices and represented a level 1 measurement for the 2013 Senlor Notes
and the Studio City Notes. Fair value for the Studio City Project Facility,
the 2011 Credit Facilities, the Philippine Motes and the Aircraft Term Loan
approximated the carrying values as the instruments carried either variable
interest rates or the fixed interest rate approximated the market rate and
represented a level 2 measurement. Additionally, the carrying value of land
usa rights payable approximated fair value as the instruments carried tha
fixed interest rate approximated the market rate and represented a lavel 2
measuramant.

As of December 31, 2014, the Group did not have any non-financial
assets or liabilities that are recognized or disclosed at fair value in the
consolidated financial statements.
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15.

16.

FAIR VALUE MEASUREMENTS (CONTINUED)

The Group's financial assets and liabilities recorded at fair value have
beean categorized based upon the fair value in accordance with the
accounting standards. As of December 31, 2014, the Interest rate swap
agresmants carried at fair value and the fair value of these interast rate
swap agreements approximated the amounts the Group would pay if
these contracts were settled at the respective valuation dates. Fair value
is estimated baszed on a standard valuation model that projects future
cash flows and discounts those future cash flows 1o a present value
using market-based observable inputs such as interast rate yields. Since
significant observable inputs are used in the valuation model, the interest
rate swap arrangemeants represented a leval 2 measuremant in the fair value
higrarchy,

CAPITAL STRUCTURE
Ordinary and Treasury Shares

The Company's freasury shares represent |) new shares issued by the
Company and held by the depositary bank to facilitate the administration
and operations of the Company’s share incentive plans, and are to be
delverad to the Directors, eligible employess and consultants on the

vaesting of restricted shares and upon the exercise of share options; ii)
the shares purchased under a trust arrangement for the benefit of certain
beneficiaries who are awardees under the 2011 Share Incentive Plan
and held by a trustes to facilitate the future vesting of restricted shares
in selected Directors, employees and consultants under the 2011 Share
Incentive Plan as described in Note 18 and iii) the shares repurchased by
the Company under the Stock Repurchase Program (as described below)
panding for ratiremant.

New Shares Issued by the Company

During the years ended December 31, 2014, 2013 and 2012, the Company
issued nil, 8,574,153 and 4,958,283 ordimary shares to its deapository
bank for future vesting of restrictad shares and axercise of share options,
respectively, The Company issued 1,068,534, 1,297 902 and 1,276,634
of these ordinary shares upon vesting of restricted shares; and 928,283,
3,064,302 and 2,966,955 of these ordinary shares upon exercise of share
options during the years ended December 31, 2014, 2013 and 2012,
raspactively. As of December 31, 2014, 2013 and 2012, the Company had
a balance of 13,482,154, 15,478,987 and 11,267,038 newly issued ordinary
shares which continue to ba hald by the Company Tor future issuance upon
vesting of restricted shares and exercise of share options.
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16. CAPITAL STRUCTURE (CONTINUED)

158

Ordinary and Treasury Shares (continued)
Sharas Purchased under a Trust Arangement

On May 15, 2013, the Board of Directors of the Company authorized a
trustes to purchase the Company's ADS from NASDAG for the purpose
of satistying its obligation to deliver ADS under its 2011 Share Incantive
Plan (“Share Purchase Program®). Under the Share Purchase Program, the
trustes can purchase ADS from the open market at the price range to be
determined by the Company’s management from time to time. This Share
Purchase Program may be terminated by the Company at any time, The
purchased ADSs are to be delivered to the Directors, eligible employees
and consultants upon vesting of the restricted shares.

During the year ended December 31, 2014, 89,426 ADSs, equivalent to
208,278 ordinary shares were purchased under a trust arrangement from
MASDAQ at an average marke! price of §24.79 per ADS or §8.26 per share
{including commigsions), and 487,121 ordinary shares purchased under a
trust arrangement were delivered to Directors and eligible employees to
satisfy tha vesting of restricted shares. During the year endad December
#1, 2013, 373,946 ADSs, equivalent to 1,121,638 ordinary shares were
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purchased under a trust arrangement from NASDAQ at an average market
price of $23.45 per ADS or $7.82 per share (including commissions).
and 378579 ordinary shares purchased under a trust arrangement
wera deliverad to Directors and eligible employees to satisty the wasting
of restricted shares. As of December 31, 2014 and 2013, the shares
purchased under frust arrangement has a balance of 484,416 and 743,259
ordinary shares, respectively, for future issuance upon vesting of restricted
shares,

Shares Repurchased for Retirement

On August 7, 2014, the Board of Directors of the Company authorized the
repurchase of the Company's ADS of up to an aggregate of $500,000 under
a stocK repurchase program ("Stock Repurchase Program”), which ramaing
valid until the expiry or revocation of the share repurchage mandate granted
by the sharehalders, upon conclusion of the next annual general meating
of the Company to be held in 2015, for shares retirement. Under the Stock
Repurchase Program, the Company ¢an repurchase ADS from the open
market at the price range determined by the Company’s management
from time to time. This Stock Repurchase Program may be terminated by
the Company at any time prior 1o the axpiration of the Stock Repurchase
Program,
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16. CAPITAL STRUCTURE (CONTINUED) 17. INCOME TAXES

Ordinary and Treasury Shares {continued)
Shares Repurchased for Retirermant (continued)

During the year ended Decambear 31, 2014, 12 216 448 ADSs, equivalent to
36,649,344 ordinary shares were repurchased under the Stock Repurchase
Program fram NASDAQ in aggregate for $300,495 (inchuding commissions),
at an average market price of $24.80 per ADS or $8.20 per share, of which
32,931,528 ordinary shares repurchased under the Stock Repurchase
Program were retired. As of December 31, 2014, the shares repurchased
had a balance of 3,717,816 ordinary shares for future shares retirement and
these remaining repurchased ordinary shares ware subsequently retired in
January 2015,

As of December 31, 2014, 2013 and 2012, the Company had
1,633,701,920, 1.666,633,448 and 1,658,059,295 Issued ordinary shares,
and 17,684,386, 16,222,246 and 11,267.038 freasury shares, with
1,616,017,534, 1,650,411,202 and 1,646,702,257 Issued ordinary shares
outstanding, respectivaly.

The Company and certain subsidiaries are axempt from tax in the Cayman
Islands or British Virgin Islands {"B\1"), where they are incorporated,
howewver, the Company is subject to Hong Kong Profits Tax on profits from
its activities conductad in Hong Kong. Certain subsidiaries incorporated
or conducting businesses in Hong Kong, Macau, the Philippines and other
jurisdictions are subject to Hong Kong Profits Tax, Macau Complemantary
Tax, income tax in the Philippines and other jurisdictions, respactively,
during the years ended December 31, 2014, 2013 and 2012. The
Company's subsidiary incorporated in the United States of America and
dissolved In June 2013, is subject to income tax in the United States of
Armarica up to the date of dissolution in 2013 and during the year anded
December 31, 2012,

Pursuant to the approval notices issuaed by the Macau Government dated
June ¥, 2007, Melce Crown Macau has been exempted from Macau
Complementary Tax on profits generated by gaming operations for five
years commencing from 2007 to 2011 and will continue to benefit from
this exemption for another five years from 2012 to 2016 pursuant to the
approval notices issued by the Macau Government in April 2011,
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17. INCOME TAXES (CONTINUED)

1

The Macau Government has granted 1o subsidiaries of the Company, Altira
Hotal Limited (“Altira Hotel®), in 2007, and Melco Crown (COD) Hotels
Limited (*Melco Crown (SOD) Hotels®), in 2011 and 2013, the declaration
of utility purposes benefit in respect of Altira Macau, Hard Rock Hotel,
Crown Towers hotel and Grand Hyaft Macau hotel, pursuant to which
they are entitled to a property tax holiday, for a period of 12 years, on
any immovable property that they own or have bean granted. Under such
declaration of ulility purposes banefit, they will alse be allowed 0 double
the maximum rates applicable regarding depreciation and reintegration
for the pwrposes of assessing the Macau Complementary Tax, The
Macau Government has also granted to Altira Hotel and Melca Crown
{COD) Hotels a declaration of utility purposes benefit on specific vehicles
purchased, pursuant to which they were entitled to a vehicle tax holiday,
provided that there is no change in use or disposal of those vehicles within
5 years from the date of purchase. The grant of further vehicle tax holiday
is subject to the satisfaction by the Group of certain eriteria determined by
the Macau Government.
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The provision for income tax consisted of:

Year Ended December 31,

2014 2013 2
Income tax provision for cuerent year:
Macau Complementary Tax 1 2761 % 41 % 203
Lump sum in lisu of Macau
Complementary Tax on dividand 2,705 5,590 —
Hang Kong Profits Tax 1,171 654 513
Income: ta in olhver junisdictions 622 99 238
Sub-total 7.349 6384 954
{Over) under provision of income ta in
prior years
Macau Complementary Tax (5T (417) (1)
Haong Kong Profts Tax 124 2 32
Income ta in othér jurisdictions o a 1
Sub-fotal 158 {411) [138)
Deferred tax (credit) charge
Macau Complamentary Tax [3.917) [3.543) {3,678
Hang Kong Profts Tax (22 12 {81
Inoome tax in other jurisdictions (532) (1) 2
Sub-fotal [4,471) [3,532) (3,759)
Total income tax expense [cradit) $ 3036 % 2441 § {2,943)
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17.

INCOME TAXES (CONTINUED)

A reconcillation of the income tax expense (credit) 1o income before income
tax per the consolidated statements of cperations is as follows:

Year Ended December 31

2014 2013 2nz2

Income before income tax $ 530422 $ SBO4S4 3 3O5TH
Macau Complementary Tax rale 15% 1% 12%
Income tax apense at Macau

Complementary Tax rate 63,651 B9,654 47 487
Lump sum in ey of Macau

Complementary Tax on diedend 2,795 5.500 —_—
EMect of ddferant 1ax rates of subsidiaries

cperating in other jurisdictions (25,416 (3642 (556}
Under fver) provision in prior vears 158 11y (138)
Etiect of income lor which no income tax

axpense is payable 12273 {305) (T14)
Eflect of expenses for which no income

tax benefit is receivable 12,441 26,557 1737
Efiect of profits generated by gaming

operations axemptad from Macau

Complementary Tax (109,188 {125,702 {88,491}
Change in valualion allgwance 60,868 36,780 22152

5 3036 5 24d1 8 (2.943)

Macau Complementary Tax and Hong Kong Profits Tax have been
provided at 12% and 16.5% on the estimated taxable income eamned in
or derived from Macau and Hong Kong, respectively, during the years
anded December 31, 2014, 2013 and 2012, it applicable. Income tax in
other jurisdictions for the years ended December 31, 2014, 2013 and
2012 weara provided mainly for the profits of the representative offices and
branches set up by a subsidiary of the Company in the region where they
aperate. For the year ended Dacembar 31, 2014, the provision for currant
incoma tax of cne of the Compamy's subsidiaries in the Philippines has
been provided at 30% on the estimated taxable income and offset with a
benefit from deferred income tax recognized up to the amount of incomea
tax provided. No provisions for income tax for other subsidiaries of the
Company in the Philippines for the years ended December 31, 2014,
2012 and 2012 and in the United States of America for the years ended
Daecember 31, 2013 and 2012 were provided as the subsidiaries incurred
tax losses.
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17. INCOME TAXES (CONTINUED)

13

Melco Crown Macau was granted a tax holiday from  Macau
Complementary Tax for 5 years om gaming profits by the Macau
Government in 2007, In Aprll 2011, this tax holiday for Melco Crown
Macau was extended for an additional 5 years through 2016. During the
years ended December 31, 2014, 2013 and 2012, Melco Crown Macau
reparted net income and had the Group been required to pay such
taxes, the Group's consolidated net incomea attributable to Mealco Crown
Entertainment Limited for the years ended December 37, 2014, 2013 and
2012 would have been decreased by $109,189, $125,702 and $88,401,
respectively. The basic and diluted net income attributable to Melco Crown
Entertainment Limited per share would have reported reduced income
of 80.066 and $0.066 per share for the year ended December 31, 2014,
50.076 and $0.076 per share for the year ended December 31, 2013 and
£0.054 and %0.053 per share for the year ended December 31, 2012,
respectively. Melco Crown Macau's non-gaming profits remain subject to
the Macau Complamentary Tax and its casing revenues remain subject
te the Macau special gaming tax and cther levies in accordance with its
gaming subconcession agreemeant.
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In 2013, Melco Crown Macaw made an application to the Macau
Government for a tax concession arrangement for its shareholders.
Pursuant to the proposed terms issued by the Macau Government in
Decembear 2013 which was accepted by Melco Crown Macau in January
2014, an annual lump sum amount of MOP22,400,000 (equivalent to
$2,795) is payable by Melco Crown Macau to the Macau Government,
effective retroactively from 2012 through 2018, coinciding with the 5-year
axtension of the tax holiday as mentioned above, as payments in lieu of
Macau Complementary Tax otherwise due by the shareholders of Mealco
Crown Macaw on dividend distributions from gaming profits. Such annual
lump sum tax payments are required regardless of whether dividends
are actually distributed or whether Melco Crown Macau has distributabile
profits in the relevant year. The income tax provision for the year 2013
included the annual lump sum dividend withholding tax payments accrued
fer the years 2013 and 2012,

The effective tax rates for the years ended December 31, 2014, 2013 and
2012 were 0.6%, 0.4% and nagative rate of 0.7%, respectively. Such rates
differ from the statutory Macau Complementary Tax rate of 12% primarily
due to the effect of profits generated by gaming operations exempted from
Macau Complamentary Tax, the effect of change in valuation allowance, tha
effect of different tax rates of subsidiaries cperating in other jurisdictions
and the effect of expenses for which no income tax benefit is receivable for
the years ended December 31, 2014, 2013 and 2012.
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17. INCOME TAXES (CONTINUED) As of December 31, 2014 and 2013, valation allowance of $127,927 and
586,610 were provided, respectively, as management believes that it is
more Bkely than not that these deferred tax assets will not be realized. As of
Dacember 31, 2014, adjusted operating tax loss carry forwards, amounting

The net deferred tax liabiities as of December 31, 2014 and 2013 consisted
af the following:

December 31, to $153,845, $177.728 and $245 405 will expire In 2015, 2016 and 2017,
2014 2013 respectively. Adjusted operating tax loss carried forwards of $158,715 has
Dederred tax assets expired during the year ended December 31, 2014,
Net operating loss camed forwands -] 84280 % 66,744
Depreciation and amortization 13377 11,100 Deterrad tax, where applicable, is provided under the liability method at
Deterred daductible expensas 4,402 3,861 the enacted statutory income tax rate of the respective tax jurisdictions,
Deferred rens 12,806 5,001 applicable to the respective financial years, on the differance between the
Others 9,527 1.997 consolidated financial statements carrying amounts and income tax base of
Sub-tota 134482 B8.703 assets and liabilities.
Valuation allowance
Current {18,626) (19.415) Aggregate wndistributed earnings of the Company's foreign subsidiaries
Long-larm {109,301) [69.195) are available for distribution to the Company of approximately $11,447 and
Sub-total (127,927 (E8.610) $18,175 as at December 31, 2014 and 2013, respectively, are considered
Total defermed tax assels §.555 % to be indsfinitely reinvested and the amounts as of December 31, 2014
Dedarred tax Babilities e L
t and 2013 exclude the undistributed earnings of Melco Crown Macauw.
R 23 L A i Ision has b de fo dividend withholdin
ntangiie assets (505 (508) ccordingly, no provision has been made for the dividen holding
Unreakzad capital aliowance (2.621) 2211 taxes that would be payabls upon the distribution of those amounts 1o the
Ohers (5,6:48) —_ Company. If those eamings were to be distributed or they were determined
Tolal delemred lax liabities {64.B57) (62 £06) to be no longer permanently reinvested, the Company would have to record
Dedarrad tax Kabilites, net $ (BR3A F 2713 a deferred income tax liability in respect of those undistributed earnings
of approximately $1.717 and $2,725 as at December 31, 2014 and 2013,
raspactivaly.
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17. INCOME TAXES (CONTINUED)

An evaluation of the tax positions for recognition was conducted by the
Group by determining if the weight of available evidence indicates it is
more likely than not that the positions will be sustained on audit, Including
rasolution of related appeals or litigation processes, if any. Uncertain tax
benefits associated with the tax positions were measured based solely
on the technical merits of being sustained on examinations. The Group
concluded that there was no significant uncertain tax position requiring
recognition in the consolidated financial statements for the years ended
Decembear 31, 2014, 2013 and 2012 and there is no material unrecognized
tax benefit which would favourably affect the effective income tax rate
in fulure periods. As of December 31, 2014 and 2013, thers were no
interast and penalties related to uncertain tax positions recognized in the
consolidated financial statements. The Group does not anticipate any
significant increases or decreases to its liability for unrecognized tax benefit
within the next twelve months,

The income tax returns of the Company and its subsidiaries remain open
and subject to examination by the tax autherities of Hong Keng, Macau, tha
Unitad States of America, the Philippines and other jurisdictions until the
statule of limitations expire in each corresponding jurisdiction, The statute
of limitations in Hong Kong, Macau, tha United States of America and the
Philippines are & years, 5 years, 3 years and 3 years, respactively.
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18. SHARE-BASED COMPENSATION

2006 Share Incentive Plan

The Group adopted a share incentive plan in 2006 ("2008 Share Incentive
Plan®) te attract and retain the best available personnal for positions of
substantial responsibility, to provide additional incentives to employees,
Directors and consultants and to promote the success of its business.
Under the 2006 Shara Incentive Plan, the Group may grant either oplions
1o purchase the Company's ordinary shares or restricted shares (Note: The
restricted shares, as named in respective grant decuments, are accounted
for as nonvested shares). The term of an award shall not exceed 10 years
from the date of the grant. The maximum aggregate number of ordinary
shares which may be issued pursuant to all awards under the 2006 Shara
Incentive Plan (including shares issuable upon exercise of options) is
100,000,000 over 10 years. The new share incentive plan (*2011 Shara
Incentive Plan®) as described below was effective immediately after the
listing of the Company's ordinary shares on the Main Board of the Hong
Kong Stock Exchange on December 7, 2011 and no further awards may
be granted under the 2006 Share Incentive Plan on or after such date as
all subsequent awards will ba issuad undar the 2011 Share Incantive Plan.
Accordingly, no share option and restricted share were granted under the
20068 Share Incentive Plan during the years ended Decembear 31, 2014,
2013 and 2012,
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18. SHARE-BASED COMPENSATION (CONTINUED)

2006 Share Incentive Plan (continued)

Share Options

A summary of share oplions activity under the 2008 Share Incentive Plan as
of December 31, 2014, and changes during the years ended December 31,

2014, 2012 and 2012 are presented balow:

Weighted  Weighted
Fuerage Heerge
hhuiriibéss Ewrcise  Remaining  Aggregabe
of Share  Price per  Contrachml Intringic
Options Shara Term Ve
Dutstanding as a1 January 1, 2012 006462 § 155
Brercised (2.,966,955) 122
Forfeited (1,190,643} 163
Expined 6510 1m
Dutstanding as a1 December 31, 2012 16,832,154 161
Exarciged (2.867.372) 150
Forfeiled (62,380 207
Expined .58 1.0
Dulstanding as & Dacember 31, 2013 13777413 163
Exgrciged [B53,905) 206
Expired 16.087) 1.01
Dutstanding as a1 December 31, 2014 12017421 § 160 46) § BTN
Exercisable a5 at December 31, 2014 12917421 § 160 460 5§ BBTX

A summary of share options vested under the 2006 Share Incentive Plan at

December 31, 2014 are presented below:

Vested

Weighted  Weighted

Puetape Fionra
MNurmber Ewercise  Remaning  Aggregate
of Shara  Price per  Conlrachual Intriiric
(ptions Share Tesm Vahe

Range of exercise pricas par sharg

(E1.01 - S5.06) (Mot} 129741 § 18 460 § BRTI

Motw 1815101 shaee aptions vested and E.087 shar opbond sxpired dufing the yasr ended

Decamibar 31, 2074,

As of December 31, 2014, there was no unwvested share options under
the 2006 Share Incentive Plan. Share options of 853,905, 2,967,372 and
2,966,955 were exercised and proceeds amounted to £1,758, 54,463 and
$3,632 were recognized during the years ended Dacember 31, 2014, 2013
and 2012, respectively. The total intrinsic values of share options exercised
for the years ended December 31, 2014, 2013 and 2012 were $5.472,
$34,330 and $13,022, respectively. As of December 31, 2014, there was no
unracognized compensation costs related to share options under the 2006

Share Incentive Plan.
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18. SHARE-BASED COMPENSATION (CONTINUED)

lig

2006 Share Incentive Plan (continued)
Rastricted Shares

A summary of the status of the 2008 Share Incentive Plan's restricted
shares as of December 31, 2014, and changes during the years ended
December 31, 2014, 2013 and 2012 are presentad below:

Wieighted

Mumber of  Average Grant

Restricied Dot Faie

Shares Walus

Unwested as at January 1, 2012 4002503 % 2.22
Vested [1.276,634) 240
Forfaitad (486,984) 166
Urniestied as at Dacember 31, 2012 2,238,885 218
Vesled (1.297.902) 204
Farleited (38.313) 212
Unwested as at December 31, 2013 202,670 242
Vested [902.670) 242
Unwested as at December 31, 2014 - 3 —

The total fair values at date of grant of the restricted shares under the
2006 Share Incentive Plan vested during the years ended December 31,
2014, 2013 and 2012 were $2,182, 52,643 and 53,181, respectively. As
of Decamber 31, 2014, there was nmo unrecognized compensation costs
related to restricted shares under the 2006 Share Incentive Plan,
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2011 Share Incentive Plan

The Group adopted the 2011 Share Incentive Plan to promote the success
and enhance the walue of the Company by linking personal interests
of the members of the Board, employees and consultants to those of
the sharehclders and by providing such individuals with incentive for
cutstanding performance to generate superier returns to the shareholders
which became effective on December 7, 2011. Under the 2011 Share
Incentive Plan, the Group may grant various share-based awards, including
but not limited to, options to purchase the Company’s ordinary shares,
share appreciation rights, restricted shares and other types of awards.
The term of such awards shall not exceed 10 years from the date of the
grant. The maximum aggregate number of ordinary shares which may
be izssued pursuant to all awards under the 2011 Share Incentive Plan is
100,000,000 over 10 years, which could be raised up to 10% of the issued
share capital upon shareholders' approval. As of December 31, 2014 and
2013, 92.621,404 and 94,688,953 ordinary shares remain available for the
grant of various share-based awards under tha 2011 Share Incantive Plan,
respactively.
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18. SHARE-BASED COMPENSATION (CONTINUED) expected to ba paid at the time of the grant. Expected volatility is based

2011 Share Incentive Plan (continued)
Share Options

The Group granted share options to certain personnel under the 2011
Share Incentive Plan during the years ended December 31, 2014, 2013
and 2012, with the exercise price for share options granted in 2014 and
2013 determined at the higher of the clesing price on the date of grant and
the average closing price for the five trading dates preceding the date of
grant of the Company's ordinary shares trading on the Hong Kong Stock
Exchange, while the exercise price for share options granted in 2012
determined at the closing price an the date of grant. These share options
hecame exercisable over vesting periods of three to four years., The share
options granted axpire 10 years from the date of grant.

The Group uses the Black-Scholes valuation model to determine the
estimated fair value for each option granted, with highly subjective
assumptions, changes in which could materially affect the estimated
fair value. Dividend yield is based on the estimate of annual dividends

on the historical volatility of the Company’s ADS trading on the NASDAQ
Global Select Market. Expected term |5 based upon the vesting term or
the historical of expected term of publicly traded companies. The risk-frea
interest rate used for each period presented is based on the United States
of America Treasury yield curve at the time of grant for the period equal to
the expected term.

Tha fair value par oplion under tha 2011 Share Incentive Plan was
estimated at the date of grant wsing the following weighted average
assumptions for options granted during the years ended December 31,
2014, 2013 and 2012:

December 31,
2014 2013 2012
Expected dwidend yleld 1.11% — -
Expected stock price volablty 59 56% 65 50% B7.82%
Rigk-tree inferest rafe 2.04% 0.B2% 1.01%
Expected average life of oplions (years) LAl 51 5.1
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18. SHARE-BASED COMPENSATION (CONTINUED) A summary of share options vested and expected to vest under the 2011
. . Share Incentive Plan at December 31, 2014 are presented below:
2011 Share Incentive Plan (continued)
Veched
Share Options (continued) Weighted  Weighted
fupiags  Perage

A sumim of share options activi nder the 2011 Share Incentive Plan as
Y pti Lt d ' Number  Ewrciss  Femaiing  Aggregale

of December 31, 2014, and changes during the ysars ended December 31, ofShare  Priceper Conbachial  Invinsic
2014, 2013 and 2012 are presented below: Dgtions Share Tem Yalue

_ . Range of exarcize prices per shate
Weighlted  Weighted

.70 - 5840 (Nok) 1404033 § 578 75T & 4023
feerage  Awerage
Number — Ewsscise  Remaiing  Aggregaie Note: 1.048.418 share oplicns vested and no share cptons axpired during the yoar erded
of Share Pricet pér  Confraciual Intringic Ducemnber 31, 2014,
Opfions Share Tem Valua
Outslanding a5 at Janary 1, 2012 g Expected to Vest
Granted 1934574 4.70 Weighied  Weighied
Forteted 3438 4 Iy oo
Oustanding as 1 December 31,2012 1901.1% 470 Rfar:: (D THMSN A
Granted 1386703 B4z ol Share Price par  Contrachual Infrinsic
— 196,930 a7 Options Share Tam Value
Fortsited (120834) 600 Range of exercise prices per shane
Espirad 1830 470 3470 - 512.08) 266583 ¥ 971 B53 5 2226
Outstanding as at December 31, 2013 3.070.335 6.33
Granted 1,320,683 1289
Exarciged {74,304 534
Forteited (155.865) 9.84
Qutstanding as at December 31, 2014 460769 § 830 B8 5 6240
Exercaabe ac a1 December 31, 2014 1404033 § 5.78 TS 5§ 403
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18. SHARE-BASED COMPENSATION (CONTINUED)

2011 Share Incentive Plan (continued)
Share Options (continued)

The weighted average fair value of share options granted under the 2011
Share Incentive Plan during the years ended December 31, 2014, 2013
and 2012 were $7.11, $4.50 and $2.44, respectively. Share options of
74,384 and 96,930 were exercised and proceeds amounts to $397 and
$455 were recognized during the years ended December 31, 2014 and
2013, respectively. The total intrinsic value of share opticns exercised
for the years ended December 31, 2014 and 2013 were $232 and $812,
respactively. No share option was exercised for the year ended December
31, 2012, As of December 31, 2014, there was 59,556 unrecognized
compansation cosls related to unvested share opfions under the 2011
Shara Incentiva Plan and the costs were expected to be recognized over a
welghted average period of 1.93 years.

Restricted Shares

The Group has also granted restricted shares to certain personnal undar
the 2011 Share Incentive Plan during the years ended Decembaer 31, 2014,
2013 and 2012. These restricted shares have vesting pericds of three to
four years. The grant date fair value is determined with reference to the
market ¢loging price of the Company's ADS trading on the NASDAQ Global
Select Market at the date of grant.

A summary of the status of the 2011 Share Incentive Plan's restricted
shares as of December 31, 2014, and changes during the years ended
December 31, 2014, 2013 and 2012 are presented below:

Weighted
Humber of  Awerage Grant

Restricied Date Fair

Shares Valug

Unwested al January 1, 2012 — 3 -
Granted 1,170,612 443
Foefited (16,722 443
Unvested at December 31, 2012 1,153,890 443
Granted 817,068 827
Vested [37E.579) 443
Forfeitad (60,4201 517
Unvested at December 31, 2013 1,531,959 6.43
Granted 746,856 1242
Vested [632,985) 6.04
Foefeitad (77,938) 9.57
Unwizsted al December 31, 2014 1,567,882 § 9.28

The total fair value at date of grant of the restricted shares under the
2011 Share Incentive Plan vested during the years ended December 31,
2014 and 2013 were 3,821 and 1,676, respectively, Mo resiricted shares
under the 2011 Share Incentive Plan were vested during the year ended
December 31, 2012, As of December 31, 2014, there was $9,785 of
unrecognized compensation costs related to restricted shares under the
2011 Share Incentive Plan and the costs were expected to be recognized
aver a weighted average period of 1.91 years,
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18. SHARE-BASED COMPENSATION (CONTINUED)

L)

MCP Share Incentive Plan

MCP operates a share incentive plan (the "MCP Share Incentive Plan”) to
promote the success and enhance the value of MCP by linking personal
interests of members of the Board, employees and consultants of MCE
its subsidiaries, helding companies and affillated companles by providing
such individuals with an incentive for outstanding performance o generate
superior returng to the stockholders of MCP On Jume 21, 2013, the
MCP Share Incentive Plan, with amendments, were approved by MCP
shareholders at MCP annual stockholders meeting and the Company's
shareholdars at its extraordinary general meating respectively. The MCP
Share Incentive Plan became effective on June 24, 2013, the date of
the Philippine SEC approved such amendments. Under the MCP Share
Incantive Plan, MCP may grant various shara-based awards, including but
not limited to, options to purchase the MCP common shares, restricted
shares, share appreciation rights and other types of awards. The term
of such awards shall not exceed 10 years from the date of grant. The
maxirmum aggregate number of common shares which may be issued
pursuant to all awards under the MCP Share Incentive Plan is 442,630,330
shares and with up to 5% of the issued capital stock of MCP from time to
tima over 10 years. As of Decamber 31, 2014 and 2013, 57,075,917 and
47,098,936 MCP common shares remain available for the grant of various
share-based awards under the MCP Share Incentive Plan, respectivaly,
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Share Options

Far the year ended December 31, 2014, MCP granted 3,543 186 share
eptions to certain personnel under the MCP Share Incentive Plan, with
tha exercise price for 4,861,003 share options determined at the higher
of the closing price of MCP common shares on the date of grant and the
average closing price for the five trading days preceding the date of grant.
The exercise price for 4,682,183 share oplions is fixed at $0.19 per share,
with the same exercige price with the share options granted on June 28,
2013 on the bases approved by MCP's managemeant that thase personnal
would contribute significantly to the pre-opening of City of Dreams Manila
and joined MCP and its subsidiaries (collectively referred to as the *MCP
Group”™) prior to March 31, 2014, These share options became exercisable
over different vesting periods of around three years. For the year ended
Dacember 31, 2013, MCP granted share options to certain personnal under
the MCP Share Incentive Plan with the exercise price determined at the
higher of the closing price of MCP common shares on the date of grant
and the average closing price for the five trading days preceding the date
of grant. These share options became exercisable over a vesting period
of three years, with the first vesting on 30 days after the opening of City
of Dreams Manila which were vested on March 4, 2015, All share options
granted axpira 10 years after the date of grant.
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18. SHARE-BASED COMPENSATION (CONTINUED) A summary of share options activity under the MCP Share Incentive Plan as
of December 31, 2014, and changes during the years ended December 31,

MCP Share Incentive Plan (continued) 2014 and 2013 are presented below:

Share Options (continued) Weighted  Weighted
Mverage  Fwerage

Exercse  Remaning  Aggregale
Mumber of  Price per  Conlrachual Inlrinsic

MCP uses the Black-Scholes valuation model to determine the sstimated
fair value for each option granted, with highly subjective assumptions,

changes in which could materially affect tha estimated fair value. Dividend Share Options Share Tastii Vs
yield is based on the estimate of annual dividends expected to be paid at Dutstanding as al January 1, 2013 — B =1
the time of the grant. Expected volatility is based on the historical volatility Geanted 120,626,336 0.19
of a peer group of publicly traded companies. Expected term is based Forfeited 14,682,183 0.13
upen tha vesting term of the historical of expected term of the Cempany. Outstanding a at December 31, 2013 116,144,153 018
Geanted 9,543,186 0.24

The risk-free interest rate used for each period presented is based on the
Forteitid (1,560.727) 0.9

QOutztanding as at December 31, 2014 12406612 5 019 85 5§ 8

Philipping Government bond yield at the time of grant for the period equal
to the axpeacted tarm.

Az of Dacemnber 31, 2014, no share options granted under the MCP Share
Incentive Plan were vested and exercisable.

The fair value per option under the MCP Share Incentive Plan was
estimated at the date of grant using the following weighted average
assumptions for oplions granted during the years ended December 31,
2014 and 2013:

December 31,

2014 2013
Expacted dividend yield — —
Expected stock price volability 40.00% 45.00%
Risk-free inberest rate 3% 373%
Expected average e of oplions (ysars) 52 5.0
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{In thousands of LS. dollars, except share and per share data)

18. SHARE-BASED COMPENSATION (CONTINUED)

]

MCP Share Incentive Plan (continued)
Share Options (continued)

A summary of share options expected to vest under the MCP Share
Incentive Plan as of December 31, 2014 are presented below:

Expistiad o Vs
Weighied Weighted
Frerae Frerage

Humber Eesrcize  Remaning  Aggregals
oiShare  Priceper  Contractual Infrinsc
(ptions Shate Tem Vil

Range of exercise prices per shae

(50.19 - $0.303 124126612 § 019 85 § 1414

The weighted average fair value of share options granted under the MCP
Share Incentive Plan during the years ended December 31, 2014 and
2013 wera $0.14 and $0.09, respectively. As of Dacember 31, 2014, there
was $5,445 unrecognized compensation costs related to share options
under the MCP Share Incentive Plan and the costs were axpected to be
recognized over a weighted average period of 1.52 years,

Ayl Fepor] 701 o Campn | byt | imied.

Restricted Sharas

Far the year ended December 31, 2014, MCP granted restricted shares
to certain personnel under the MCP Share Incentive Plan with vasting
periogs of arcund three years. For the year ended December 31, 2013,
MCP granted restricted shares to cerfain personnel under the MCP Share
Incentive Plan with a vesting period of three years. with the first vasting on
30 days after the opening of City of Dreams Manila which were vested on
March 4, 2015, The grant date fak value is determined with reference to the
market closing price of the MCP common shares at the date of grant.

A summary of the status of the MCP Share Incentive Plan's restricted
shares as of December 31, 2014, and changes during the years ended
December 31, 2014 and 2013 are presented below:

Waightad
Mumber of  Awerage Grant

Regtricted Data Fair

Shares Valug

Urvested as at January 1. 2013 = X —
Granted 60413167 019
Forfeited (2.341.091) 014
Urvested as at December 31, 2013 58.072.076 018
Grantad T079.775 0.29
Forfeitad (780,365} 0.19
Urivested as at December 31, 2014 B4.371.486 § 0.20
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{in thousands of .S, dollars, except share and per share data)

18. SHARE-BASED COMPENSATION (CONTINUED) The impact of share options and restricted shares for the Group for
the years ended December 31, 2014, 2013 and 2012 recognized in the
consolidated financial statements is as follows:

MCP Share Incentive Plan (continued)

Restricted Shares fcontinued) Year Ended December 31,
Mo restricted shares under the MCP Share Incentive Plan were vested A 2 =il
1 2006 Share Incendive Plan
during the years ended December 31, 2014 and 2013. As of December Share glions g 570§ 5234 8 4023
31, 2014, there was 56,596 unrecognized compensation costs related to Festricted shares 492 2188 2 264
restricted shares under the MCP Share Incentive Plan and the costs wera Sub-total 1071 5422 6407
expectad to be recognized over a weighted average period of 1.59 years. 2011 Share Incentive Flan
Share options 5.590 2775 1,179
Regtricted shares 5415 3052 1,297
Sub-total 11,505 5827 24T
MCP Share Incantive Plan
Share options 363 1,756 -
Restncted shares 4194 1,952 -
Sub-total 7825 3,738 =i
Total share-based compensation
expenses recognized in general and
administrative expenses $ 2041 % 14987 § B a3
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{In thousands of LS. dollars, except share and per share data)

19. EMPLOYEE BENEFIT PLANS

"

The Group provides defined contribution plans for 15 employees and
axecutive officers in Macau, Hong Kong, the Philippines and certain other
Jurisdictions.

Employees
Macau

Employees employed by the Group in Macau are members of governmaent-
managed Social Secwrity Fund Scheme (the “S5F Scheme") operated
by the Macau Government and the Group is required to pay a monthly
fixed contribution to the SSF Scheme to fund the benefits. The obligation
of the Group with respect to the SSF Scheme operated by the Macau
Government is to make the required conftributions under the scheme.

The Group provided option for its qualifying employees in Macau to
participate in veoluntary defined contribution schemes (the “Macau
Schemes”) operated by the Group in Macau. The Group contributes a
fixed percentage of the sligible employees’ base salaries or fixed amount
to the Macau Schames. The Group's contributions to the Macau Schemes
are vested fo employees in accordance to a vesting schedule with full
vasting in 10 years from date of employment. Tha Macau Schemes ware
established under trust with the assets of the funds held separately from
those of the Group by independent trustees in Macau,

Ayl Fepor] 701 o Campn | byt | imied.

Hang Kaong

Employees employed by the Group in Hong Kong and certain employeas
employed by the Group in cther jurisdictions are members of Mandatory
Provigent Fund Scheme (the "MPF Scheme”) operated by the Group in
Hong Kong. The Group is required to contribute a fixed percentage of
tha employea's base salaries to the MPF Scheme, which included the
Group's mandatory portion, The excess of confributions over the Group's
mandatory portion are treated as the Group's voluntary contribution and
are vasted to the employee in accordance to a vesting schedule with full
vesting In 10 years from date of employment. The Group's mandatory
contributions 1o the MPF Scherme are fully and immediately vested 1o the
employee once they are paid. The MPF Scheme was established under
trust with the assets of the funds held separately from those of the Group
by an independent trustes in Hong Kong.

The Philippines

Employees employed by MCP Group in the Phillppines are members of
government-managed Social Security System Scheme (tha 555 Schema”)
operated by the Philipping Government and MCP Group is required to
pay at a certain percentage of the amployees' relevant income and maet
the minimum mandatory requirements of the 555 Scheme to fund the
benefits. The only obligation of MCP Group with respect to the 5355

Scheme operated by the Philippine Government is to make the required
contributions under the scheme,
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19. EMPLOYEE BENEFIT PLANS (CONTINUED) 20. DISTRIBUTION OF PROFITS

Employees (continued)
Othar Jurisdictions

The Group’s subsidiaries in certain other jurisdictions operate a number
of defined contribution schemes. Contributions to the defined contribution
schemas applicable to each year are made at a certain pearcentage of the

employeas’ payroll and met the minimum mandatory requirements.

Executive Dfficers

Executive officers employed by the Group are members of the MPF
Schema operated by the Group in Hong Kong. The Group is required to
coniribute a fixed percentage of the executive officers’ base salaries to the
MPF scheme, which included the Group's mandatory portion. The axcess
aof contributions owver the Group's mandatory portion are treated as the
Group’s voluntary contribution and are vested to the executive officers in
accordance to a vesting schedule with full westing in 10 years from date
of employment. The Group's mandatory confributions to the MPF scheme
are fully and immediately vested to the execufive officer once they are
paid. The MPF was established under trust with the assets of the funds
hald separately from those of the Group by an independent trustee in Hong
Kong.

During the years ended December 31, 2014, 2013 and 2012, the Group's
contributions into the defined contribution plans were 514,823, 58,522 and
$5,303. respactivaly.

All subsidiaries incorporated in Macau are required to set aside a minimum
of 10% to 25% of the entity’s profit after taxation to the legal reserve
until the balance of the legal reserve reaches a level equivalent to 25% to
S0% of the antity’s share capital in accordance with the provisions of the
Macau Commercial Code, The legal regerve sets aside an amount from the
subsidiaries’ statements of operations and is not available for distribution
to the shareholders of the subsidiaries. The appropriation of legal reserve
is recorded in the subsidiaries’ financial statements in the year in which
it is approved by the Board of Directors of the relevant subsidiaries. As
of December 31, 2014 and 2013, the balance of the reserve amounted to
$31.202 and 531,201, respactively.

The 2011 Credit Facllities contain restrictions which apply on and from
Juna 30, 2011 on paying dividends to the Company or parsons who are not
members of the 2011 Borrowing Group, unless certain financial tests and
conditions are satisfied. Dividends may be paid from (i) excess cash flow
as defined in the 2011 Credit Facilities generated by the 2011 Borrowing
Group subject to compliance with the financial cavenants under the 2011
Cradit Facilities; ar (i} cash held by the 2011 Borrowing Group in an amount
not exceeding the aggregate cash and cash equivalents investments of the
2011 Borrowing Group as at June 30, 2011 subject to a cartain amount
of cash and cash eguivalents being retained for operating purposes and,
in either case, there being no event of defaull continuing or likely to oecur
under the 2011 Credit Facilities as a result of making such payment.
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20.

2.

e

DISTRIBUTION OF PROFITS (CONTINUED)

The indenture governing the 2013 Senlor Motes and the 2010 Senior
Motas contain certain covenants that, subject to certain exceptions and
conditions, restrict the payment of dividends for MCE Finance and its
raspective restricted subsidiaries.

The Indenture governing the Stwdio City Motes also contain certain
covanants that, subject to certain exceptions and conditions, resfrict
the payment of dividends for Studic City Finance and its restricted
subsidiaries.

The Studio City Project Facility containg certain covenants that, subject
to certain exceptions and conditions, restrict the payment of dividends for
Studio City Investments and its restricted subsidiaries.

DIVIDENDS

On February 25, 2014, the Company's Board of Directors adopted a naw
dividend policy (the *Mew Dividend Policy®). Under the New Dividend
Policy, subject to the Company's capacity to pay from accumulated and
future sarnings and the cash balance and future commitments at the time
of declaration of dividend, the Company intends to provide its shareholders
with quarterly dividends in an aggregate amount per year of approximately
30% of the Company’s annual censolidated nat income attributable to
Melco Crown Entertainment Limited, commencing fram the first quarter of
2014, The New Dividend Policy also allows the Company to declare special
dividends from time te time in addition to the quarterly dividends.
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Om April 16, 2014, the Company paid a special dividend of $0.1147 per
share and recorded $180,459 as a distribution against share premium.

On Juna 8, 2014, September 4, 2014 and December 4, 2014, the Company
paid quarterly dividends of $0.0431, $0.0259 and $0.0239 per share,
respectivaly, under the New Dividend Policy. During the year ended
December 31, 2014, the Company recorded $153,259 as a distribution
against retained earnings.

The total amount of special and quarterly dividends of $342,718 were paid
during the year ended December 31, 2014,

Om February 12, 2015, a quarterly dividend of $0.0171 per share has been
declared by the Board of Directors of the Company and payable on March
16, 2015 to the shareholders of records as of March 4, 2015,

During the years ended December 31, 2013 and 2012, the Company did
not declare or pay any cash dividends on the ordinary shares.



Notes to Consolidated Financial Statements

{In thousands of U.S. dallars, except share and par share data)

22. PROVISIONAL LICENSE, COOPERATION AGREEMENT, OPERATING
AGREEMENT AND MCP LEASE AGREEMENT FOR CITY OF DREAMS
MANILA

(a}) Provisional License

On October 25, 2012, further to the Cooperation Agreement as
mentioned in item (b) below, PAGCOR acknowledged the inclusion
of, amongst others, MCE Lelsure as a co-licenses, as well as the
“special purpose antity”, to take effect as of March 13, 2013, the
effective date of the Cooperation Agreement, allowing MCE Leisure to
ba the operator (o operate the casing business and as representative
for itself and on behalf of the other co-licensees including SM
Imvestments Corporation, 3M Land, Inc., $M Hotels and Conventions
Corparation, SM Commercial Properties, Inc. and SM Development
Corporation (collectively the “SM Group®), PremiumLeisure and
Amusement, Inc. ("PLAI") and Belle under the Prowisional License
in their dealings with PAGCOR. SM Group, Belle and PLAl are
callectively referred to as the *Philippine Parties”. As a result, MCE
Holdings (Philippines) Corporation, a direct subsidiary of MCF, and its
subsidiaries including MCE Leisure (collectively the *MCE Heldings
Group”) and the Philippine Parties together became co-licensees
(the “Licensees”) under the Provisional License granted by PAGCOR
for the astablishment and operation of City of Dreams Manila. The

(b)

Provisional License, as well as any regular license to be issued
o replace it upon satisfaction of certain conditions, is concurrent
with section 13 of Presidential Decree Mo. 1869, will expire on July
11, 2033. Further details of the terms and commitments under the
Provisional License are included in Note 23(c).

Cooperation Agreement

On March 13, 2013, a cooperation agreement (the “Cooparation
Agreement”) and other related arrangements which were entered on
October 25, 2012 between MCE Hoidings Group and the Philippine
Parties became effective upon completion of the closing arrangement

conditions with mines changes to the ariginal terms (except for certain
pravisions which were affective on signing).

The Cooperation Agresment geverns the relationship and the rights
and cbligations of the Licensess, Under the Cooperation Agreamant,
MCE Leisure has been designated as the operator to operate
City of Dreams Manila and appointed as the sole and exclusive
representative of the Licemsees in connection with the Provisional
License and the operation and managemaent of City of Dreams Manila
until the expiry of the Provisional License (currently expected to be
on July 11, 2033 or unless terminated earlier in accordance with its
terms). Further details of the commitment under the Cooperation
Agresment are included in Note 23(c),
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22. PROVISIONAL LICENSE, COOPERATION AGREEMENT, OPERATING

78

AGREEMENT AND MCP LEASE AGREEMENT FOR CITY OF DREAMS
MANILA (CONTINUED)

{c) Operating Agreement

On March 13, 2013, the Licenseas entered into an operating
agreament (the "Operating Agresment”) which governs the operation
and management of City of Dreams Manila by MCE Leisure. The
Operating Agreemeant was effective as of March 13, 2013 and ends
on the date of expiry of the Provisional License (as that License
is extended, restored of renewed), unless terminated earlier in
accordance with the terms of the Operating Agreement, The
Provisional License is currently scheduled to expire on July 11, 2033,
Under the Operating Agreemeant, MCE Leisure is appointed as the
sole and exclusive operator and manager of City of Dreams Manila,
and is responsible for, and has sole discretion (subject to certain
exceptions) and control over, all matters relating to the management
and operatien of City of Dreams Manila (including the casine and
gaming operations, holel and retail components and all other
activities necessary, desirable or incidental for the management and
operation of City of Dreams Manila). The Operating Agreement also
included terms of certain payments to PLAI upon commencement of
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operations of City of Dreams Manila in December 2014, in particular,
PLAI has the right to receive monthly payments from MCE Leisure,
based on the performance of gaming operations of City of Dreams
Manila, and MCE Leisure has the right to retain all revenuas from non-
gaming cperations of City of Dreams Manila.

MCP Lease Agreement

On March 13, 2013, the MCP Lease Agreemaent which was entered on
Qctober 25, 2012, and was subsequently amended from time to time,
between MCE Leisure and Belle became effective upon completion
of closing arrangement conditions and with minor changes from the
ofiginal terms. Under the MCP Lease Agreement. Belle agreed to
laase to MCE Laisure the land and certain of the building structuras
for City of Dreams Manila, The lease continues until termination of
the Operating Agreemeant (cusrently expected to be on July 11, 2033
or unlass terminated earlier in accordance with its terms). The leased
property is used by MCE Leisure and any of its affiliates exciusively
as a hotel, casino and resort complex with retail, entertainment,
convention, exhibition, food and beverages services as well as other
activitias ancillary, related or incidantal 1o the operation af any of tha
preceding uses, Further information in relation to the MCP Lease
Agreement was disclosed in Motes 13 and 23{c).
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23. COMMITMENTS AND CONTINGENCIES

(a)

(b)

Capital Commitments

As of December 31, 2014, the Group had capital commitments
contracted for but not provided mainly for the construction and
acquisition of property and equipment for Studic City, City of Dreams
Manla and Ciy of Dreams totaling $1.065.813 including advance
paymeants for construction costs of $107,563.

Lease Commitments and Other Armangements
Operating Leases — As a Lessee

The Group leases the portion of land for City of Dreams Manila,
Macha Clubs sites, office space, warehouses, staff quarters
and warious eguipment under non-cancellable operating lease
agreesments that expire at various dates through July 2033, Thoss
Iease agreaments provide for pericdic rental increases based on both
contractual agreed incremental rates and on the general inflation
rate once agreed by the Group and its lessor and in S0me Ccases
contingent rental expenses stated as a percentage of twrnover. During
the years ended December 31, 2014, 2013 and 2012, the Group
incurred rental axpenses amounting to $32,829, $21,815 and $18.573,
respectively which consisted of minimum rental expenses of $25,374,
£17.586 and $15,003 and contingent rental expenses of §7.455,
4,229 and £3,570, respectivaly.

As of December 31, 2014, minimum lease payments under all non-
cancellable leases were as follows:

Year ending December 31,

205 g 24,143
206 19618
2017 17470
203 16,832
2019 17.016
Qver 2019 66,872

£ 181901

As Grantor of Operating and Right To Use Arrangement

The Group entared inte non-cancellable operating and right to use
agreements mainly for mall spaces in the sites of City of Dreams and
City of Dreams Manila with various retailers that expire at various
dates through February 2022, Certain of the operating and -r'igh‘t to
use agreements inciude minimum base fee with escalated contingent
fea clauses. During the years ended December 31, 2014, 2013 and
2012, the Group earned operating and right to use fees amounting
to $25.206, 527,287 and $22.906, respectively which consisted of
minimum fees of 7,709, 7,724 and £8,005 and contingent fees of
£17,497, $19,563 and $13,901, respectivaly.
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23. COMMITMENTS AND CONTINGENCIES (CONTINUED) il To pay the Macau Governmant a variable premium depending
on the number and type of gaming tables and gaming machines
that the Group operates. The variable préemium is calculated as

(b) Lease Commitments and Other Arrangements (continued)

As Grantor of Qperating and Right To Use Arangement (continued) fallows:
As of December 31, 2014, minimum future fees to be received under + 537 [MOP300,000) par year for sach gaming table (subject
all non-cancellable operating and right to use agresments were as o & minimum of 100 tbles) reserved exclusively for
follows: certain kind of games or to certain players;
Year encing December 31 + 519 (MOP150,000) per year for each gaming table {subject
2015 ] 5 860 to a minimum of 100 tables) not reserved exclusively for
2016 4 487 carfain kind of games or to certain players; and
207 1,711
2018 1480 . £0.1 (MOP1,000) per year for each elecirical or mechanical
2019 az0 gaming machine, including the slot machine,
L 14 367
i) Te pay the Macau Government a sum of 1.6% of the gross
The total minimum future fees do not include the escalated contingent revenues of the gaming business operations on a monthly
few clauses. basis, that will be made available to a public foundation for the
: pramaotion, development amd study of sccial, cultural, economic,
{c)  Other Commitments educational, scientific, academic and charity activities, to be
Garning Subconcession datarmined by the Macau Governmant.

On September B, 2008, the Macau Government granted a gaming
subconcession to Melco Crown Macau to operate the gaming
business in  Macau, Pursuant 19 the gaming subconcession

agreement, Melco Crown Macau has committed to the following:

] To pay the Macau Government a fixed annual premium of $3,744
(MOP30,000,000).
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23. COMMITMENTS AND CONTINGEMNCIES (CONTINUED) Land Concession Contracts

(c) Other Commitments (continued)

Tha Company's subsidiaries have entered into concession confracts

Gaming Subconcession (continuad)

i) To pay the Macau Government a sum of 2.4% of the gross
revenwes of the gaming business operations on a monthly basis,
which will be used for urban development, tourist promotion and

the social security of Macau.

v) To pay special gaming tax fo the Macaw Gowvernment of an
amount equal to 35% of the gross revenues of the gaming
business operations on a monthly basis.

vl Melco Crown Macau must maintain twe bank guarantees
issued by a specific bank with the Macau Govermment as the
beneficiary im a maximum amount of $82,395 (MOPS00,000,000)
frem September 8, 2006 to September 8, 2011 and a maximum
amaount of 537 437 (MOP300,000,000) from September 8, 2011
until the 180th day after the termination date of the gaming
subconcession.

As a result of the bank guarantees given by the bank to the Macau
Government as disclosed in Note 23(chvi) above, a sum of 1.75%
of the guarantee amount will be payable by Melco Crown Macau
quarterly to such bank.

for the land In Macau on which Altira Macau, City of Oreams and
Studie City properties and devalopmant projects are locatad. The title
to the land lease right is obtained once the related land concession
conftract is published in the Macau official gazette. The confracts
have a term of 25 years, which is renewable for further consecutive
periods of 10 years, subject to payment of a special contribution to be
defined by the Macau Government, and impose special devalopment
conditions. The Company's land holding subsidiaries are required to
i) pay an upfront land premium, which is recognized as land use right
in the consclidated balance sheets and a nominal annual government
land use fes, which is recognized as general and administrative
expansae and may be adjustad every five years; and ii) place a
guarantes deposit upen acceptance of the land lease terms, which
is subject to adjustments from time to time in line with the amounts
paid as annual land use fee. During the land concession term,
amendmaents have basn sought which have or will result in revisions
to the development conditions, land premium and government land
use fees.
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23. COMMITMENTS AND CONTINGENCIES (CONTINUED)

L]

{c) Other Commitments (continued)

Land Concassion Contracts (continued)
Altira Macau

On December 18, 2013, the Macau Government published in the
Macau official gazette the final amendment for revision of the land
concession contract for Taipa Land on which Altira Macau is located.
The amendment required an additional land premium of approximately
$2,449 which was fully paid by Altira Developments in July 2013 (see
Note 9). According to the revised land amendment, the governmant
land use fees was revised from approximately $171 per annum
to $186 per annum, As of December 31, 2014, the Group’s total
commitment for government land use fees for Altira Macau site to be
pald during the remaining term of the land concession contract which
expires in March 2031 was £3,003,
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City of Dreams

On January 29, 2014, the Macau Government published in the
Macau cfficial gazette the final amendment for revision of the land
concession contract for Cotai Land on which City of Dreams is
located (ses Note 9). The amendment required an additional land
premium of approximately $23,344, with $8,736 paid in October
2013 upon acceptance of the final amendment prepesal and the
remaining amount of approximately $14,608 is payable in four
biannual instaiments, accruing with 5% interest per annum, with the
first instalmant paid in July 2014, As of Dacember 31, 2014 and 2013,
the total outstanding balance of the land premium was included in
accrued expenses and other curment liabilities in an amount of 7,302
and $3,518, and in land use rights payable in an amount of $3,788
and £11,090, respectively, According to the revised land amendment,
the government land use fees will be revised to $1,185 per annum
during the development period of additional hotel at City of Dreams;
and to $1,235 per annum after the completion of the hotel. As of
December 31, 2014, the Group's total commitment for gowvernment
land use fees for City of Dreams site to be paid during the remaining
term of the land concession contract which expires in August 2033
was $22,800,
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23. COMMITMENTS AND CONTINGENGIES (CONTINUED)
{c) Other Commitments (continued)

Land Concession Contracts (continued)
Studio City

On July 25, 2012, the Macau Government published in the Macau
official gazette the final amendment for revision of the land
concession contract for Studio City Land on which Studic City is
located (see Mote 9). The amendment revised the land premium to
approximately $174,954, with $23,561 paid in 2006 and $35,316
paid in June 2012 upon acceptance of the final amendment proposal
and the remaining amount of approximately 118077 is payable
I five Blannual instalments, accruing with 5% interest per amnum,
with the first instalment paid in January 2013. As of December 31,
2014 and 2013, the total outstanding balance of the land premium
was included in accrued expenses and other currant liabilities in an
amount of $24,376 and $46,982, and in land use right payable in an
amount of nil and $24,376, respectively. According to the revised land
amendment, tha government land use feas were revised to 5430 per
annum during the development peried of Studio City; and to $1.131
per annum after the development period. As of December 31, 2014,
the Group’s total commitment for government land use fees for Studic
City site to be paid during the remaining term of the land concession
contract which expires in October 2026 was 511,055,

Provisional License

Under the terms of the Provisional License, PAGCOR requiras,
amongst other things, the Licenseas to make a total investmant of
£1,000,000 fer City of Dreams Manila (the “Investmant Commitrment”)
with a minimum investment of $850,000 to be made prior fo the
opening of City of Dreams Manila on Decermber 14, 2014. Under
the terms of the Cooperation Agreement, the Licenseses’ Investment
Commitment of $1,000.000 will be satisfied as follows:

- For the amount of $650,000: (a) in the case of the Philippine
Parties, the land and building structures having an aggregate
value as determined by PAGCOR of not less than $325,000, and
() in the case of MCE Leisure, the fit-out and furniture, gaming
aquipment, additienal improvements, inventory and supplies as
well as intangible property and entertainment facilities inside or
cutside of the building structures. having an aggregate value as
determined by PAGCOR of not less than $325,000.

. For the rermaining $350,000, the Philppine Parties and MCE
Leisure shall make egual confributions of $175,000 to City
of Dreams Manila. The Licensess agree 1o contribute such
ameounts and for such purposes as nofified by MCE Laisure
{or in certain circumstances the Philippine Parties) to PAGCOR
(subject to any recommendations PAGCOR may make).
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Notes to Consolidated Financial Statements

(In thousands of U.S. dellars, except share and per share data)

23. COMMITMENTS AND CONTINGENCIES (CONTINUED)

et

{c) Other Commitments (continued)

Provisional License (continued)

As of December 31, 2014, the Licensees satisfied the minimum
investment of $650.000 according to the terms of the Provisional
License as mentionad above upon commeancement of operations of
City of Dreams Manila on December 14, 2014.

Other commitments reguired by PAGCOR under the Provisional
License are as follows:

Within 30 days from getting approval by PAGCOR of the
project implementation plan, to submit a bank guarantee, letter
of cradit or surety bond in the amount of PHP100,000,000
(equivalent to $2,241) to guarantee the Licensees' complation
of City of Dreams Manila and is subject 0 forfeiture in case
of delay in construction which delay excesds 50% of the
schedule, of which SM Group had submitted a surety bond of
PHP1 00,000,000 (equivalent te $2,241) to PAGCOR on February
17, 2012,
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Saven days prior to commencement of operation of the casing,
to secure a surety bond in favor of PAGCOR in the amount
of PHP100,000,000 {equivalent to $2.241) to ensure prompt
and punctual remittance/payment of all license fees, of which
MCE Leisure had secured a swrety bond of PHP100,000,000
{equivalent to $2,241) in December 2014,

The Licensees are required to maintain an escrow account into
which all funds for development of City of Dreams Manila must
be deposited and all funds withdrawn from this account must
be used only for such developmant and to deposit $100,000 in
the escrow account and maintain a balance of £50,000 until the
completion of City of Dreams Manila, of which MCE Leisure had
setup the escrow account in March 2013,

License feas must be remitted on a monthly basis, in lieu of
all taxes with reference to the income component of the gross
gaming revenues: (a) 15% high rolier tables; (b) 25% non-
high roller tables; {c) 25% slot machines and elactronic gaming
machines; and (d) 15% junket operation.



Notes to Consolidated Financial Statements

{In thousands of U.S. dallars, except share and par share data)

23. COMMITMENTS AND CONTINGENGIES (CONTINUED)
{c) Other Commitments (continued)

Provisional License {continued)

For taxable periods prior to April 1, 2014, under the terms of
the Provisional License, PAGCOR and the Licensees agreed
tha licansa faes that are paid to PAGCOR by the Licensess are
in lieu of all taxes with reference to the income component of
the gross gaming revenues. In May 2014, PAGCOR temporarily
raduced the license fees by 10% to 5% and 15% of gross
gaming revenues effective from April 1, 2014, The license fee
reduction is required to be used for the payment of corporate
income taxes and any portion not used for such payment
must be repaid to PAGCOR in gquarterly and annual true-
up payments (as defined). This adjustment will address the

the Licenseas also agreed that the 10% licensa fee adjustmaent
2 not an admission of the validity of BIR RMC No. 33-2013
and it Is not a waiver of any of the remedies against any
assessments by BIR for corporate income tax on the gaming
revenue of the Licensees in the Philippines.

Im addition to the above license fees, the Licensees are required
te remit 2% of casino revenues generated by non-junket
operation tables to a foundation devoted to the restoration
of Philippine cultural heritage, as selected by Licensees and
approved by PAGCOR, of which the foundation was setup by
MCE Leisure on February 18, 2014,

PAGCOR may collact a 5% fee of non-gaming revenue raceived
from food amd beverage, retail and entertainment cutlels. All
revenues of hotel operations should not be subject to the 5%
axcept rental income receivad from retail concessionairas.

additienal exposure to corporate income tax on the Licensees
brought by the Philippine Bureau of Internal Revenue [“BIR") Grounds for revocation of the license, among others, are as follows:
Revenue Memerandum Circular ("RMCT) Mo, 33-2013 dated

April 17, 2013, The 10% license fee adjustment is a temporary

(@) failure to comply with material provision of this license; (b) failure
1o remit license fees within 30 days from receipt of notice of default;
(c) has become bankrupt, insclvent; {d) delay in construction of more
than 50% of the schedule; and (g) if debi-to-equity ratio Is more than
70:30. As of December 31, 2014 and 2013, MCE Holdings Group as
one of the parties as Licensees has complied with the required debt-
to-equity ratio under definition as agreed with PAGCOR.

measure to address the unilateral BIR action and is not intended
te modify, amend or revise the Provisional License. PAGCOR
and the Licensess agreed to revert to the original license fea
structure under the Provisional License in the event BIR action
is permanently restrained, cormected or withdrawn. PAGCOR and
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Notes to Consolidated Financial Statements

(In thousands of U.S. dellars, except share and per share data)

23. COMMITMENTS AND CONTINGENCIES (CONTINUED)

T

(c)

Other Commitments (continued)

Cooparation Agreemernt

Under the terms of the Cooperation Agreement, the Licensees are
jointly and severally liable to PAGCOR under the Provisional License
and each Licenses (indemnifying Licenses) must indamnify the other
Licensees for any loss suffered or incurred by that Licensee arising
out of, or in connection with, any breach by the indemnifying Licensea
of the Provisional License. Also, each of the Philippine Parties and

MCE Holdings Group agree to indemnity the non-breaching party for
any logs suffered or incurred as a result of a breach of any warranty.

MCP Lease Agreament

Under the terms of the MCP Lease Agreament, MCE Leisure shall
indemnity and keep Belle fully indemnified against all claims, actions,
demands, actions and proceedings made against Belle by any person
arising as a result of or in connection with any loss, damage or injury
from MCE Leisure’s use and operation of business on the laased
property,

Guarantees

Except as disclesed in Note 12 to the consolidated financial
statements, the Group has made the following significant guarantees
as of December 31, 2014;
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Malco Crown Macau has issued a promissory note (“Livranga™)
of $68,635 (MOPS50,000,000) to a bank in respect of bank
guarantees issued to the Macau Government as disclosed in
Mate 23(c)ivi) to the conscolidated financial statements.

The Company has entered inte two deeds of guarantes with
third parties amounted to $35,000 to guarantee certain payment
obligations of the City of Dreams' operations,

Pursuant to the Commitment Letter for the Studio City Project
Facility entered into on October 19, 2012 as disclosed in
Mote 12, the Studio City Borrower, among others provided
an indemnity on customary terms to the Studie City Lenders
and their affiliates, including in connaction with any breach
of such Commitment Letter and related documents, such as
a breach of warranty in respect of factual information and
financial projections provided by or on behalf of the Company
and the Studio City Borrower to the Studio City Lenders
and their affilates. On the same date, under the terms of an
agreement between. among others, the Company and MNew
Cotai Investments to regulate how indamnity claims under the
Commitment Letter are dealt with and funded, the Company
has indemnified Wew Cofai Investments and the Studic City
Borrowar in respact of any act or omission of the Company
or its affliates (other than Stedio City International and its
subsidiaries) resulting from such persom's gross negligence,
willful misconduct or bad faith.



Notes to Consolidated Financial Statements

{in thousands of .S, dollars, except share and per share data)

23. COMMITMENTS AND CONTINGEMNCIES (CONTINUED) * MCE Leisure has issusd a corporate guarantes of

(4

Guarantees (continued)

Under the Cooperation Agreement, Belle has irrevocably
and unconditionally guaranteed to MCE Holdings Group the
due and punciual observance, performance and discharge
of all cbligations of PLAl and each SM Group's company,
and indemnified MCE Holdings Group against any and all
Iess incurred in connection with any default by the Philippine
Parties under the Cooperation Agreemaent. MCE Leisure has
likewise irrevocably and unconditionally guaranteed to each
of the Philippine Parties the due and punctual observance,
performance and discharge of all obligations of MCE Holdings
Group, and indemnified the Philippine Parties against any and
all loss incurred in connaction with any default by MCE Holdings
Group under the Cooperation Agreement.

In Gctober 2013, Studio City Developments entered into a trade
credit tacility of HK$200,000,000 (squivalent to £25,707) (*Trade
Cradit Facility”) with a bank to meet the construction payment
obligations of the Studio City project. The Trade Credit Facility is
guaranteed by Studio City Company. As of December 31, 2014,
the Trade Credit Facility of approximately 35,424 was utilized.

PHP100,000,000 (equivalent to $2,241) to a bank in respect of
suraty bond issued to PAGCOR as disclosed in Note 23(c).

()  Litigation

Cn August 12, 2014, a subsidiary's Taiwan branch office and
certain of its employees received indictment from the Taipel District
Prosecutors Office for allaged viclations of certain Taiwan banking
and foraign exchange laws. As of the date of this report, management
believes that the Group's operations in Taiwan are in compliance with
Taiwan laws and the indictment would have no immediate material

impact on the Group's business operations or financial position,

As of December 31, 2014, the Group is a party to certain other legal
proceedings which relate to matters arising out of the ordinary course
of its business. Management does not believe that the outcome of
such proceedings will have a material effect on the Group's financial
position, results of operations or cash flows.
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Notes to Consolidated Financial Statements

{In thousands of U.S. dollars, except share and per shara data)

24,

L]

RELATED PARTY TRANSACTIONS

During the years ended December 31, 2014, 2013 and 2012, the Group enterad inte the fellowing significant related party transactions:

Year Ended December 31,

Related companies Nature of irangactions 2014 2013 202

Transackions with affifated companias

Cromm's subsiciary Consultancy fes expensa 38T % w0 3 428
Purchase of property and equipment B30 amn 35
Soltware licens fge expanss n2 Nz nz

Lishoa Holdings Limited” Office rantal axpanss 1.810 895 11587

Melco's subsidiaries and Its associated companies Consultancy fes expensa 546 643 483
Office rerdal expense _— 308 586
Purchase of property and eguipment 2852 sa7 1479
Sardice fee axpenge™ 175 802 646
Other sarvice fee incoma B32 510 345
Roomg and food and beverage income 115 49 161

Shun Tak Holdings Limited and its subsdianies [cobsctivaly relered 1o a5 the “Shun Tak Group™)"t  Office renal axpanss 199 LIA| 136
Traweling axpenss” 3,641 2,962 2476

Sky Shuttle Helicoplers Limited (“Sky Shuttle”)" Traveling expensa 1,300 1,804 1,711

Socledade de Jogos de Macau 3.4, ("SUMTTY Traveling expense 515 570 327

Socledade de Turismo @ Diversbes de Macau, 5.4, and its subsickaries

(collectively refarred fo as the “5TDM Group©)” Office rental axpanss 1,457 1.405 1404

Service fee expensa 203 222 216
Traveling expenge 14 13 i

Transacbons with sharehokdors

Cronn Consultancy Tes capitalized in delerrad financing costs _— — 222

Melco Davalopment costs —_ — 3.000
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Notes to Consolidated Financial Statements

{In thousands of U.S. dallars, except share and par share data)

24. RELATED PARTY TRANSACTIONS (CONTINUED) (a)
MNates

in Comparies in which & relatrarelatives of Mr Liwrence Yau Lung Ho, the Company's
Chisl Executive Officer. hashive beraficial interests.

[Fi] The amounts mainly reprasent the Company’s reimbursement 1o Melco's subsidiary Tor
sarvice fess incuned on #s behallf for rental, office sdministration, fravel and secusity
oovenage for the operation of the office of the Company's Chisl Exscutive Offices.

] Travaling axpardes rchidng fary and Pobel sccommodaton sarvicdd within Hong Kong
and Macsu

Other Related Party Transaction

©On December 18, 2014, MCE (IP) Holdings Limited [("MCE IP"), an indirect
subsidiary of the Company, and Crown Films LLC (*CFL"), a subsidiary
of Crown, entared into an assignment agreement. under which CFL
agreead to assign exclusively to MCE IP a 50% share of a short film and all
related elements at a consideration of $15,619, representing 50% of the
total production cost incurred by CFL as at the date of the assignment
agreement. The short film would be produced for the purpose of promoting
the Company's properties in Asia and Crown's properties in Australia.

Amounts Due From Affiliated Companies

The ocutstanding balances arising from operating income or
prepayment of operating expenses as of December 31, 2014 and
2013 are as follows:

Decambear 31,
2014 2013
Meleo's subsidiary and its associated company 3 1077 % 20
Ehun Tak Group 2 3
3 1019 § 23

The maximum amounts outstanding due from Melco's subsidiary
during the years ended December 31, 2014 and 2013 were §1,077
and $1,312, respectively. The maximum amounts cutstanding due
from Melco's associated company during the years ended Decembar
31, 2014 and 2013 were 520 and $65, respectively,

The maximuem amounts outstanding due from Shun Tak Group during
the years ended December 31, 2014 and 2013 were 33 and $15,
respectively.

The outstanding balances due from affillated companies as of
December 31, 2014 and 2013 as mentioned above are unsecured,
non-interest bearing and repayable on demand,
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Notes to Consolidated Financial Statements

(In thousands of U.S. dellars, except share and per share data)

24. RELATED PARTY TRANSAGTIONS (CONTINUED)

T

{b) Amounts Due To Affiliated Companies

The outstanding balances arising from operating expenses and
expenses paid by affiiated companies on behall of the Group as of
December 31, 2014 and 2013 are as follows:

December 31,

24 2013
Cromn's subsidany 3 930 S 474
Melco’s subsidiary and its associated comparny 1.933 1,403
Shun Tak Group 343 258
SIM 215 445
Sky Shuttle 130 151
STOM Group 75 168

§ 3626 $ 2,800

The cutstanding balances dusa to affiliated companies as of December
31, 2014 and 2013 as menticned above are unsecured, non-interest
bearing and repayable on demand.

{c) Amount Due To A Shareholder

The amount of $79 due to Melco as of December 31, 2013, mainly
arising from expenses paid by Melco on behall of the Group. The
balance was unsecured, non-interest bearing and repayable on

demand.
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25, SEGMENT INFORMATION

The Group is principally engaged in the gaming and hospitality buginess in
Asia and its principal operating and developmental activities occur in two
gecgraphic areas: Macau and the Philippines. The chief operating decision
maker monitors its operations and evaluates earnings by reviawing the
assets and operations of Mocha Clubs, Altira Macau and City of Dreams
and the development activities of Studio City and City of Dreams Manila
which commenced cperations on December 14, 2014, As of Decamber 31,
2012, Mecha Clubs, Altira Macau, City of Dreams and Studio City were the
primary businesses of the Group. Upon closing of the various agreaments
enterad between MCP Group and the Philippine Parties for development
and operation of City of Dreams Manila and the completion of the placing
and subscription transaction of MCP during the year ended December 31,
2013, City of Dreams Manila has become one of the operating segments
of the Group as of Juna 30, 2013, Taipa Square Casing is included within
Corporate and Othars,



Notes to Consolidated Financial Statements

{In thousands of U.S. dallars, except share and par share data)

25. SEGMENT INFORMATION (CONTINUED) Capital Expenditures
The Group's segment information for total assets and capital expenditures Year Ended December 31,
is as follows: 2014 2013 2012
Macau
Total Assets Mocha Clubs $ 13116 § 6515 § 5,951
Altira Macau 21,984 5,464 7,105
Dacamber 31, City of Dreams 264,922 97,854 99,416
2014 2013 2012 Studio City 907,455 440,826 115,385
Macau: Sub-tatal 1,207 477 550,459 227 85T
Mocha Clubs $ 173150 § 158027 §  1TEEMD The Phillppines:
Altira Macau 501,105 573N B17.647 ity of Drsams Manila 405.196 350,854 817
City of Didams 3,133,630 3,148 B57 3047 322 Corporate and Others 24632 3 o 55,324
enon i Lo IR Total capital exgenditures $ 1637308 § 912355 § 263,008
Sub-total 7,795 847 6,401,653 5,786, 705
Tha Philippines:
City of Dreams Manila 1,070,723 631,317 30,193
Corporate and Others 1,565,093 1,780,403 2,130,568
Total consolidated assets $ 10432563 § BBIIEI0 § 7.047.466
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Notes to Consolidated Financial Statements

{In thousands of U.S. dollars, except share and per shara data)

25. SEGMENT INFORMATION (CONTINUED)

Year Ended December 31,

2014 2013 2012
The Group's segment infermation on its results of operations is as follows: ADJUSTED PROPERTY EBITOAY
Year Ended Dacember 31, Macay:
2014 2013 2012 Mocha Clubs 5 36,337 % 40,222 § 36,065
NET REVERLES Altira Macau B4, 795 147,340 154,697
Wacau City of Dreams 1,165,632 1,183,211 805,718

Machs Clubis $ 47373 5 148633 § 143260 S LAy ety (1.058) (670)

Aira Macau 744850 1.033.401 966770 Suh-'lnt.,a.l . 1,285 468 1379714 9495 411

City of Dreams 3848625 2457048 2920912 Tho Fllpines:

Studio City 1.767 1083 160 City of Dreams Manils & 605) (478)
Subetatal 4742613 5040626 4031102 Total adusted gecparty EETTOR LEoATEs 1379011 9533
The Philippines: OPERATING COSTS AND EXPENSES

ity of Dreams Manila 7564 e - Payments fo the Philippine Parfies (BT} ) -
Corporate and Othees 52132 46,552 46,911 et el g (e 5,748

Total net revenues T 4802300 S 5047178 § 4078013 Developmant s (10,79 (26.297) (11,099)
Amearlization of gaming subooncassion (57,237) (57.237) (67,237
Amprtization of land use rights (B4.471) (64,271} Ea.911)
Depreciation and ameortization {246,656) (261,298 (261 449)
Land rent to Belle (3.562) [3.045) —
Share-haged compénsation {20, 401) [14.987) 8973
Proparty charges and athers (8.60848) [6.884) {8.654)
(Gain on disposal of assets held for sale 22072 r— —
Comorate and Ohers expenses {118.971) (91,294 75,135

Tedal operating cests and expenses 1£00,114) |539.287) [488,243)
OPERATING INCOME $ 6B5360 % BN § 507092
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Notes to Consolidated Financial Statements

{in thousands of .S, dollars, except share and per share data)

25, SEGMENT INFORMATION (CONTINUED) e

{1} “Adjusted property EBITDA™ is sarnings befare interest. taxes, depreciation. amertization,

¥ear Ended December 31 pre-opbning codts, development coBld, propemy chasges and others, shars-based
4 2013 202 compensation, payments to the Phifippine Parties, land rent to Bale. gain on disposal of
NON-OPERATING INCOME [EXPENSES) assels beid for sabe, Coporate and Gthers expenses, and other non-operating income
Inibisries! incomm -" 211025 g T EED s 10858 ard expenses, The chisl opeating decision maker usess Adjusted property EBITDA 1o
Interest axpanses, nat of capitalized ;:;"'; ::- :ﬂ::mf:"w:‘ml °'n'::h- Clubs, :.“ M:GN-P:W o “-::
||'|1g|"eg'| [121]@90} {152.% |:1w$1 1:' [ al TS andln A compare ocparabing OF TTUANCS
Changs in fair value of interest rate Rl 8 T
SWID Agreemams = - B3 The Group's geographic information for long-lived assets is as follows:
Ampetization of deferred financing
tosts {28,055) {18,159) (13272 Long-lived Assets
Loan commiment and
other finance fees (16,976 {25,643) (1324 o &1,
Foreign exchange floss) gain, net {5,158) (10,756) 4,685 il e 2012
Other income, net 2312 1,661 115 Mara REBOEEEN + 4503980 (§ 14 301,461
Loss on etinguishment of debt _ 150,935 —_— i s 726009 il 2l
Costs associated wilh Hong Keng and gther foreign countries 1817 1,280 203
dabl madification s (10,538 3.277) Tatal long-lived assels $ 6097508 § 4840008 § 4302481
Talal non-cperating expenses, net (154,938 {254,370 {111,363)
INCOME BEFORE INCOME TAX 530,422 580,454 305,729
INCOME TAX {EXPENSE) CREDIT {3,038 [2.441) 2043
NET INCOME 527,386 5TB.013 398,672
NET LOSS ATTRIBUTABLE TO
NONCONTROLLING INTERESTS 80,894 50,450 18,531

NET INCOME ATTRIBUTABLE TO MELCO
CROWN ENTERTAINMENT LIMITED 3 EB0B230 3 B3T4E3 §F 417203
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Notes to Consolidated Financial Statements

{In thousands of LS. dollars, except share and per share data)

26. ACOUISITION OF SUBSIDIARIES

Tt

Acquisition of MCP

On December 7, 2012, the Company. through its indirect subsidiaries,
MCE (Philippines) Investments Limited ("MCE Investments”) and MCE
{Philippines) Investments Mo.2 Corporation ("MCE Inwvestments Mo.2"),
entered into an acquisition agreement ithe “Acquisition Agreement™) with
two indapendent third parties, Interpharma Holdings & Managemant
Corporation and Pharma Industries Holdings Limited (cellectively referred
te as the “Selling Shareholders™), subject to certain conditions precedent,
to acquire from the Selling Shareholders an aggregate of 93.06% of
the issued share capital of MCP (the “Proposed Acquisition®). Prier to
completion of the Proposed Acquisition on December 19, 2012, MCP sold
its two operating subsidiaries, Interphil Laboratories, Inc. and Lancashire
Realty Holding Corparation, to the Selling Shareholders (or their affiliates)
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under the deeds of assignment dated December 7, 2012 between
the Selling Shareholders (or their affiliates) and MCP (the “Subsidiary
Sale Agreements”), in accordance with the terms of the Acquisition
Agresment. The total consideration under the Acquisition Agreement was
PHP1,259.000,000 (equivalent to $30,862 based on exchange rate on
transaction date) which included i) PHP200,000.000 (equivalent to $4.874
based on exchange rate on transaction date) to the Selling Shareholders,
and i) PHP1,059,000,000 (squivalent to 525,808 based on axchange rata
on transaction date) on direction of the Selling Shareholders, to MCP in
settlement of the llabilities of the Selling Shareholders (or thelr affillates)
under the Subsidiary Sale Agreements. On December 189, 2012, MCP
retained PHP1,059,000,000 (squivalent to $25,808 based on exchange rate
on fransaction date), which represented the subsidiaries’ sale amount upon
completion of the Proposed Acquisition.



Notes to Consolidated Financial Statements

{In thousands of U.S. dallars, except share and par share data)

26. ACQUISITION OF SUBSIDIARIES (CONTINUED)
Acquisition of MCP (continued)
On December 19, 2012, the Group cempleted the acquisition of 93.06%
of the issued share capital of MCP. MCP did not have any oparation and
revenue immediately before the acquisition by the Group and the excess
payment of $5,747 for acquisition of assets and llabilities of MCP does not
hawve any measurable future economic benefits to the Group to qualify the

recognition requirements of an asset, and was therefore expensed in the
consolidated statements of operations and included in development costs.

The nat assets acquired in the transaction are as follows:

Amigunt
recognized at
the date af
acquisition
Net assets acquined
Cash and cash equivalents L 27 876
Prapaid expenses and other cument asseds 13
Accrugd expenses and other current labdities {1054}
Noncontrolling interests {1,660
Net assets 24,935
Excess payment on acquisilion of assels and liabilities
fincluding direct cost incured) charged bo consoidated
statements ol operations and includad in developmant cosls B T47
] 30,682
Total consideration satisfied by
[ash paid £ 30,682
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Notes to Consolidated Financial Statements

(In thousands of U.S. dellars, except share and per share data)

27. CHANGE IN SHAREHOLDING OF THE PHILIPPINE SUBSIDIARIES

T

On April 8, 2013, the Company through its indirect subsidiary, MCE
Investments, subscribed for 2,848 535000 common shares of MCP at
total consideration of PHPZ2,846.595000 (equivalent to $68.592 based
on exchange rate on transaction date), which increased the Company's
shareheolding in MCP and the Group recognized an increase of $401 in the
Company’s additional paid-in capital which reflects the adjustment to the
carrying amount of the noncontrolling interest of MCP

On April 24, 2013, MCP and MCE Investments completed a placing and
subscription transaction (the “Placing and Subscription Transaction”),
under which MGE Investments offered and sold in a private placement
to various institutional investors of 981,183,700 common shares of MCP
at the offer price of PHP14 per share (equivalent to $0.34 per share) (the
*“Offer™). In connection with the Offer, MCE Investmeants grantad an ower-
allotment option (the “Cwver-allotment Option®) of up to 117,075,000
common shares of MCP at the offer price of PHP14 per share (equivalent
to 50.34 per share) to a stabilizing agent (the “Stabilizing Agent™). MCE
Investments then used the proceeds from the Offer o subscribe to an
aquivalent number of commeon shares in MCP at the subscription price of
PHP14 per share {equivalent to £0.34 per share) On May 23, 2013, the
Stabilizing Agent exercised the Over-allotment Option and subscribed for
36,024,600 common shares of MCP at the offer price of PHP14 per share
{equivalent to $0.34 per share). MCE Investments then used the procesds
from the Owver-allotment Option to subscribe to an equivalent number of
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common shares in MCP at the subscription price of PHP14 per share
(equivalent to $0.34 per share). The aforesaid transactions decreased the
Company’s shareholding in MCP and the Group recognized an increase
of $227,134 in the Company's additional paid-in capital which reflects the
adustment to the carrying amount of the nencentroling interest of MCR,

In March and April 2014, there are minor changes in ownership of MCP
by the Growp. The Company through MCE Investments No.2, a minority
shareholder of MCP. acquired additional 400 common shares and 3,000
common shares of MCP under trust arrangements on March 13, 2014 and
April 11, 2014, respactively. On March 31, 2014, MCE Invaestments sald 200
commen shares of MCP to twe independent directors of MCPR.

On June 24, 2014, MCP and MCE Investments completad a placing and
subscription transaction (the “2014 Placing and Subscription Transaction”),
under which MCE Investments offered and sold in a private placement to
various institutional investors of 485,177,000 commaon shares of MCP at
the offer price of PHP11.30 per share (equivalent to $0.26 per share) (the
“2014 Offer”). MCE Investments then used the proceeds from the 2014
Offer to subscribe to an equivalent number of common shares in MCP
at the subscription price of PHP11.30 per share (aguivalent to $0.26 per
shara). The aforesaid transactions decreased the Company's shareholding
in MCP and the Group recognized an increase of $57,293 in the Company’s
additional paid-in capital which reflectz the adjustment to the carrying
amount of the noncontralling interest of MCP,



Notes to Consolidated Financial Statements

{In thousands of U.S. dallars, except share and par share data)

27. CHANGE IN SHAREHOLDING OF THE PHILIPPINE SUBSIDIARIES
(CONTINUED)

During the years ended December 31, 2014 and 2013, the total fransfers
from noncontrolling interests amounted to $57.293 and $227535 in
relation to transactions as described above, respectively. The Group
retains its controlling financial interest in MCP before and after the abave
transactions,

The schedule below discloses the effects of changes in the Company’s
ownership Interest in MCP on the Company’s equity:

¥ear Ended December 31,
2014 2m3

Ned income attributable o Melco Crown Enfertainment
Limitad $ GOB2B0 ®  EITA4E3
Transfers from nenconrolling interests
Incraase in Malco Crown Entertamment Limited
addtional paid-in capital resulling Trom the 2014
Placing and Subscrigtion Transaction for subscription
of common shares of MCP 57,203 -
Increass in Moo Crown Entertainmant Limited
addtional pald-in capital resulting from the Placing
and Subscription Transaction and the Over-aliotment
Option exgreived by the Sabikzing Agent for
subscription of comman shares of MCP -_ 22713
Increase in Meloo Crown Entertanment Limited
addtional paid-in capital resulting from subscripion
of 2,846,505, 000 common shares of MCP = 4
Changas from nel income altributable 1o Melco Crown
Entartainment Limiled's shareholders and transfars trom
noncontroling inarests $ GEBSTI F  BE4DIE

28. OPERATING INCOME

Operating income iz arrived at after charging:

Year Ended Dacember 31,

2014 m3 20mz
Aupditor's remuneration L 4 1001 % qog % aa3
Logs on digposal of property and
BOUpMEnt 4550 2,483 BET
Impairment less recognized on property
and equipmant 4146 — —
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Notes to Consolidated Financial Statements

(In thousands of U.S. dellars, except share and per share data)

29.

DIRECTORS' EMOLUMENTS

Datails of the emoluments paid or payable to the Directors during the years ended December 31, 2014, 2013 and 2012 were as follows:

Retiramear
Banefit
Directors'  Salarles and  Performance Scheme  Share-based
Fees  Other Banefits Bonuses"  Conbribubons  Comnpensation 2014 Total
Co-chairman, executive Dirscior
Lawrencs Yau Lung Ho™ 3 — § 2077 § 3625 2% 4156 § 10,560
Co-chairman, nof-execulive Director
James Douglas Packer = — o — 998 998
Mon-executive Diraclors
John Peter Ben Wang -— — — —_— 119 119
Clarence ik Man Chung - 200 200 —_ 853 1,263
William Todd Misbet — 100 — - 5748 678
Rewen Bruce Craigie — E — — 71 T
Indepandant non-aecutive Directors
Jamnes Andrew Chares Mackenzia 125 1490 - —_ 264 579
Thomas JeHerson Wy 113 — — — 119 232
Alec Yiu Wa Tsul 12 183 - — 264 559
Robert Wason Mactier 85 — — —_— 119 204
3 435 § 3450 § 3828 2§ 7551 § 15263
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Notes to Consolidated Financial Statements

{In thousands of U.S. dallars, except share and par share data)

29, DIRECTORS’ EMOLUMENTS (CONTINUED)

Ratiremant
Benath
Directors Salariez and  Perlormance Scheme  Share-based
Feas  Other Benefits Bonuses™  Confributions  Compansation 2013 Total

Co-chairman, executive Diractor

Lawrence Yau Lung Ho* 5 — § 2216 § 9000 § 2 % 3674 % 14,602
Co-chairman, non-executive Directar
James Douglas Packer - - — - 502 502
Non-goecufivs Directors
John Peter Ben Wang -— — — — 112 112
Clarence Yuk Man Chung — 200 — — 507 Tor
William Todd Misbet = 100 —_ = T ki
Rowen Bruce Craigie — — - — 26 26
Indapandant non-executive Direcioers
James Andrew Charles MacKenzie 125 184 —_ - 175 484
Themas Jetfersan Wi 113 - —_ - 112 225
Alec Yiu Wa Tsus 12 188 — — 175 ATE
Fober! Wason Mactiar 85 —_ —_ — 112 147
% 435 % 2680 % 9000 § 2 % 5672 § 17 908

Wt Cy o Ly tabrwasd Limiiosd Srvwsal Hopor? S04 TeE



Notes to Consolidated Financial Statements

(In thousands of U.S. dellars, except share and per share data)

29. DIRECTORS' EMOLUMENTS (CONTINUED)

Retirement
Eanedit
Directors’  Salaries and  Performance Scheme  Share-bassd
Fees Other Benefils Bonuses”  Contibutions Compensation 2012 Total

Co-chairman, executive Dirscior

Lawrence Yau Lung Ho™ 3 — % 1387 % 2250 % 2 % 2884 % 6523
Co-chairman, non-executive Director
James Douglas Packer —_ -_ - —_— - -
Mon-executive Diractars
John Peter Ben Wang — — — — 107 iar
Clarence Yuk Man Chung i i = — 152 152
Wilkiam Tadd Misbet - — — -_ - -
Rowween Bruce Craigie — — — —_— a— —
Independent non-executiva Directors
James Andrew Charles Mackenzie 120 — —_ —_ 1 Fral
Thomas JeHerson Wy 106 -_ — —_ 107 213
Alac ¥iu Wa Tzui 108 — - — 107 215
Robert Wason Mactier 84 — — — 107 19
% 418 § 1387 § 225 % 2 % 3565 % rad2
MNotes
{1} Pyrformance Bonuses ane debermingd with refersnos 10 the individusls’ pericemancs, and ceganizational and financial perfomanca of the Company,

2} M. Lawrencs Yau Lung Ho i alse 1he Chief Executinve Officer of the Comparny ard his emoluments disclossd abave indluds thoss for services rendensd by him as 1he Chisf Exécutive Oficer.

During the years ended December 31, 2014, 2013 and 2012, no emoluments have been paid to the Directors as an inducement to join or upon joining the Company, or
as compensation for loss of office. Mo Director waived any emoluments during the years ended Dacemnber 31, 2014, 2013 and 2012,
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Notes to Consolidated Financial Statements

{In thousands of U.S. dallars, except share and par share data)

During the years ended December 31, 2014, 2013 and 2012, no
emoluments have been paid to the five highest paid individuals as an
Inducement to join or upon joining the Company, or as compensation

30. EMPLOYEES' EMOLUMENTS
{a) Emoluments of Five Highest Paid Individuals

For each of the three years ended December 31, 2014, 2013 and
2012, the five highest paid individuals mcluded one Director of
the Company. The emcluments of the remaining four highest paid

for loss of office, except a termination benefit to a former ssnior
executive In 2012, Mo five highest paid individuals walved any
emoluments during the years ended December 31, 2014, 2013 and

Individuals, including a former senlor executive in 2012, for the years ez

ended December 31, 2014, 2013 and 2012 are as follows:

Year Ended December 31

2014 013 mz
EBasic salaries, allowances and
benefis in kind H 3320 % 2848 % 2418
Performance bonusas” 28931 4983 1.547
Ratirement banefit scheme
contributions 286 238 164
Taernination benafi — —_ 1,573
Share-based compensation 3663 3283 1.7H
H 10,200 § 11,352 § 7483
Kaits

{1} Parformance bonuses are delerminesd with réfersrce 1o the  indhdduals”™
perfarmance, and oganizational and fnancial pesfarmance of the Sompany.
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Notes to Consolidated Financial Statements

(In thousands of U.S. dellars, except share and per share data)

30. EMPLOYEES’ EMOLUMENTS (CONTINUED) (b) Emoluments of Senior Management

{a) Emoluments of Five Highest Paid Individuals (continued) Other than the emoluments of Directors and five highest paid

individuals disclosed in Notes 28 and 30{a), the emoluments of the

Their emcluments were within the following bands:

senicr management fell within the following bamnds:

fiunbes of Enployess Nermbes of
Year Ended Decusrber 31, Wimmmt
k] a3 a2 204 ikl mz2

HIKS10,500,001 fapprodmately $1,350) b HKE2 500,001 (pprosimately $321) to

FIS11,000.000 faporcaimatiely $1.414) - = 1 HE33,000,000 (approdmately 385 = = 1
HIKS13.000,001 iapproimetly $1571) b0 IS4 00 (401 (zppresimatiely 8514} to

HS13, 500,000 [aprcaimezly $1.735) — g5 1 HESH, 500 000 (approdmalely S578) — -
HK$13.500,001 fapprocimately $1,735) o HKS5000.001 fpprasinetely $643) o

FS 14 000,000 fapgrasimately §1.799) 1 1 = HHS5, 500,000 ipprodmately $707) = — 1
HKS 14,000,001 fapprosimately $1,705) 1o HS5,000.01 Gopresiredely $771} o

RS 18,500,000 [ppreaimanzhy $1.864) 1 — 1 Hksmﬂmm:ﬁ 1 1 =
HS18.000,001 agoroamatey S2.314) 1o | foee b

HKS18,500,000 fappresiradely $2.478) = 1 = SEGPOVR) Ippeskoncy 51,21 e - ]
HKS18.500,001 dapproeimatedy 52,3781 to MR 'm'mmm :

i G se,im , B - HES10,000.000 (ppruirtely $1,285) - - 1

HKS11 500,001 fappeesivatey $1.478) 1o

HKS19.500,001 approcimately S2,506) to HES12,000,000 (approsimately $1542) 1 - -

FRE0 000,000 fapprosimenely $2.571) = 1 1 HES13,000,001 fappronimetely $1,671) fo
HK$32.500,001 fappracimatsy 4.177) to HES13, 500,000 fappomimately $1,735) 1 1 -

FE33 000,000 (preaimately $4.242) 1 = = 3 3 i
HKS36,500,001 appreeimatedy $4,602) b

HES37 00,000 fapgrcaimately $4.756) - 1 -

4 '] ']
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Notes to Consolidated Financial Statements

{in thousands of .S, dollars, except share and per share data)

3.

DIFFERENCES BETWEEN U.S. GAAP AND IFRS

The consolidated financial statemnents are prepared in accordance with U.S,
GAAR, which differ in certain respects from International Financial Reporting
Standards (*IFRS"). The significant differences, that have a material Impact
on the Company's shareholders' equity and net income attributable to
Malco Crown Entertainment Limited, relate principally to the accounting for
the following:

(a) Capitalization of Amortization of Land Use Rights as Property and
Equipment

Under U5, GAAR, the amortization of land use rights is recognized in
the consolidated statements of operations over the estimated lease
term of the land on a straight-line basis and is not capitalized to the
construction in progress during the proparty construction period.

Under IFRS, the amortization of land use rights s generally
recognized in the consclidated statements of operations over the
estimated lease term of the land om a straight-line basis. If the
amortization of land use rights s expenditure directly attributable
to bringing a property te working condition for its intendad usa, the
related amortization is capitalized to construction in progress, until
such time as the construction works are complated.

{b) Borrowing Costs

Under U.S. GAAF, the amount of interest cost to be capitalized is
determined by applying the capitalization rate to the average amount
of accumulated expenditures for the asset during the censtruction
peariod. If the average accumulated expenditures exceed the total
amount of that borrowing, the capitalization rate to be applied to such
excess shall be a weighted average of the rates applicable to other
borrowings of the entity. Income earned on temporary investment
of actual borrowings is not generally deducted from the amount of
borrowing costs to be capitalized.

Under IFRS, to the axtent that funds are borrowed specifically for the
purpose of obtaining a gualifying asset, the entity shall determine
the amount of borewing costs eligible for capitalization as the actual
barrowing costs incurred on that borrowing during the period less any
investment income en the temporary investment of those borrowings,
If an entity borrows funds generally and uses them for the purpose of
obtaining a qualifying asset, the entity shall determine the amount of
borrowing costs eligible for capitalization by applying a capitalization
rate to the expenditures on that asset. The capitalization rate shall
be the weighted average of the borrowing costs applicable to the
barrgwings of the antity that are outstanding during the period, other
than borrowings made specifically for the purpose of obtaining a
qualifying asset.
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Notes to Consolidated Financial Statements

(In thousands of U.S. dellars, except share and per share data)

A.

DIFFERENCES BETWEEN LS. GAAP AND IFRS (CONTINUED)
{c) Deferred Income Taxes

Under U5, GAMAP deferred income tax is recognized for the
tamporary differences arising from an asset purchase that is not a
business combination. The tax effect of asset purchases that are
not business combinations in which the amount pald differs from
the tax basis of the asset shall not result in immediate statements
of cperations recognition, The differences are congidered 1o be a
ternporary difference and a deferred tax asset or liability should be
recognized. The simultanecus-equations method shall be used to
calculate the assignad valus of the asset and the related deferred tax
assats or deferred tax liabilities.

Under IFRS, deferred income tax i5 nol recognized for temporary
differences resulting from the initial recognition of an asset or liability
In a transaction that Is not a business combination and do not affect
accounting or taxable profit as of the transaction data. Therefore, tha

carrying value of the asset and lability is not adjusted,

Tha value of land use rights acquired for Altira Macau, City of Dreams
and Swdio City are different under U.S. GAAP and IFRS. Accordingly,
the amount of amortization of land use rights over the estimated
useful lives and the deferred income taxes are diffarent,

vl Hepor] 114 s 3w | ot bl L

(d) Share-based Compensation

Under U.S. GAAP, for awards that have graded vesting features and
service condition only, an entity has to choose as an accounting
policy either to (1) recognize a charge on an accelerated basis to
reflect the vesting as it occurs {which is similar to the method under
IFRS) or {2) amortize the entire grant on a straight-line basis over the
longest vesting period.

IFRS states that share-based compensation expense is recognized on
an accelerated method where an entity recognizes compensation cost
over the requisite service period for each separately vesting portion of
the award as if the award was, in-substance, multiple awards. Each
portion is treated as a separate grant, as each portion has a different
vasting period.

The Group has adopted the straight-line method in the preparation
of its consclidated financial statements. Compensation expense
recognized will be different under U.S. GAAP and IFRS.



Notes to Consolidated Financial Statements

{In thousands of LS. dollars, except share and per share data)

3.

DIFFERENCES BETWEEN U.S. GAAP AND IFRS (CONTINUED)

(€

Deferred Financing Costs, Net

Under U.S, GAAR, fees paid to lenders and other third-party costs
incurred in relation to a debt refinancing are distinguished and
accounted for differently depending on the classification of such debt
as modified or extinguished In accordance with U.S. GAAR If the debt
i5 extinguished, fees paid to lenders are included in gain or lass on
extinguishment of debt and other third-party costs are capitalized as
deferred financing costs and amortized as an adjustment of interest
expense over the term of the amended debt instrument.

Under IFRS, if an exchange of debt instruments or maodification
of terms is accounted for as an extinguishment, all fees and
costs incurred are recognized as part of the gain or loss on the
extinguishmant, thare is no difference in the treatment for fees paid to
lenders and other third-party costs.

I addition, deferred financing costs are presented in the consolidated
balance sheets as either assels or a reduction of the debt balance
under LS. GAAP whilst they can only be presanted in the
consclidated balance shests as a reduction of debt balance under
IFRS,

Point-loyalty Programs

Under U.S. GAAP an entity can choose between two approaches
developed in practice to account for the point-loyalty programs:
(1) the mulliple-glement approach (similar to the approach under
IFRE), in which a portion of the revenue from the initial transactionis)
is generally deferred until redemption and (2) the incremental-cost
approach, in which the estimated cost of the loyalty program points is
recorded as a liability.

Under IFRS, loyalty program points granted to customers as part of
a sales transaction that customers can redeem for free or discounted
goods or services shall be accounted for as a separate identifiable
component of the sales arrangement (i.e. multiple-element approach)
and the fair value of the consideration received should be allocated
between the loyalty program points and the other components in the
arrangement, and recorded as deferred revenue until redemption,
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Notes to Consolidated Financial Statements

(In thousands of U.S. dellars, except share and per share data)

A.

DIFFERENCES BETWEEN LLS. GAAP AND IFRS (CONTINUED)
() Point-loyalty Programs (continued)

The Group has adopted the incremental-cost approach in the
praparation of its consclidated financial statements and accrued
for loyalty program peints expected to be redeemed for cash and
free play as a reduction to gaming revenue and accrues for loyalty
program points expeacted to be redeaemed for free goods and services
&g casing expense. Accordingly, the liabllity of point-loyalty programs
recognized and the classification of casino revenue and casino
expense will be different under U.5. GAAP and IFRS. Such ditferences
do not have a material impact on the Company's shareholders’ squity
or net income attributable to Melco Crown Entertainmant Limited in
prior years. Therefore, no corresponding adjustment for prior years is
mada in the reconciliations balow.

There are other differences between U.5. GAAP and IFRS relevant to the
accounting policies of the Group. Such differences do not have a material
impact on the Company's shareholders’ equity as at December 31, 2014
and 2013 and net income attributable to Melco Crown Entertainmant
Limited during the years ended December 31, 2014, 2013 and 2012 but
may affect future periods and the relevant details are set out below:
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impairment of Assets

Under U.S5. GAAP, entities are required to use a two-step approach to
measure impairment. In step 1, entities perform a recoverability test by
comparing the expected undiscounted future cash flows to be derived from
the asset with its carrying amount. If the asset fails the recoverability test,
step 2 Is required, and the entity must record an impairment loss calculated
as the excess of the asset's carrying amount over its fair valuwe. Fair value
should be calculated as “the price that would be received to sell an asset
of paid to transfer a liability in an orderly transaction between market

participants at the measurament date”.

Under IFRS, the impairment loss is calculated as the excess of the asset’s
carrying amount over its recoverable amount. The recoverable amount is
tha higher of an asset's (1) fair value less costs to sell and (2) value in use.
“Fair value less costs to sell” is defined as "the amount obtainable from
the sale of an asset or cash-generating unit in an arm’s length transaction
between knowledgeable, willing parties, less the costs of disposal®. When
entities calculate value in use, they discount the expected future cash flows
1o be generated by the asset 1o their net present value.



Notes to Consolidated Financial Statements

{In thousands of LS. dollars, except share and per share data)

3.

DIFFERENCES BETWEEN U.S. GAAP AND IFRS (CONTINUED)
Impairment of Assets (continued)

Under U.S, GAAP If the recoverability test im step 1 is passed, impairment
is not recorded aven if the fair value of the asset is ess than its carrying
amount. Accordingly, an impairment loss may be recorded under IFR3
but may not be recorded under U.3. GAAP under the same set of
circumstances. When an impairment loss is recorded under both U.S.
GAAP and IFRS, the amount of the impairment loss may not be the same
under U.S. GAAP and IFRS because the fair value (under U3, GAAP) and
recoverable amount (under IFRS) may differ,

During the years ended December 31, 2014, 2013 and 2012, the
management of the Group considered that there is no material difference
betwesn the amount of impairment loss recorded under ULS. GAAP and
IFRS.

There are also differences between LS. GAAP and IFRS in the presentation
and classification of items in the consolidated statements of operations,
balance sheets and statements of cash flows. In addition, there are
differences on financial statement disclosure reguired between US.
GAAP and IFRS. Such differences do not have impact on the Company's
shareholders' equity as at December 31, 2014 and 2013 or net income
attributable to Melce Crown Entertainment Limited during the years ended
December 31, 2014, 2013 and 2012,
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{In thousands of LS. dollars, except share and per share data)

31. DIFFERENCES BETWEEN U.S. GAAP AND IFRS (CONTINUED)

The material adjustments necessary 10 restate net income attributable to
Mealco Crown Entertainment Limited and the Company's shareholders”
equity in accordance with IFAS are summarized as follows:

Year Ended Decamber 31,
2014 2013 anz2
Net income attributable b Medco Crown
Emtertainment Limited a5 reporiad under
U5 Gaap 5 BAX0 5 B4l 5§ 473
IFAS adjustments
Capitalization of amorizasion of land use
rights as progerty and equipment 41,063 40,843 36.504
Additional capitalization of borowing costs
& peoperty and squipsent 7.162 17,052 2364
Revarsal of deferred {ax in relation bo kand
use rights 4,407 4.407) [4.055)

Decreass in amarizaiion of land use rights

& 2 rasull of Changs in assgned value

of |and use rights 4 B35 4 605 4 695
Additional depreciation of property and

expipment in retation fo differencs in

capitalization of amorliztion of land uss

rights and bormowing costs 2067} (2.029) 2029
Additional share-bagsad comp d
recognized (1.577) {1.689) (]

He Ayl Fepor] 701 o Campn | byt | imied.

Year Ended December 31,
014 013 a2

PReduction in ameatization of delerred

financing costs 6574 3 7430 § 7182
Finanding costs recagnized as par of loss

on extinguishment of dabit — 6.523) -
Addional deferred revenue on poin-koyalty

proGrams {1,604) (5.581) -
Reduction in nal loss attibutable o

nanconkoling inferests’” {19,109 (22,507 {15.145)

Nt income attributable to Melco Crowm

Enfertzinment Limited a5 reporied under
IFRS

63010 5 6T 5 44621

Net income attributable to Meico Crowm
Entartainment Limi%ed per shara under
IFRS
Basic

0.388

i

0403 % 0.271

Dikted

0.385

i

039 § 0.263

Weighted average shares wsed in ned income
atfributable fo Melco Crown Enfertzinment
Limited per share calculation undes IFRS:
Basic

1647571547 1640678643  1,645.346,802

Diksted

1660648803 1,664,750,504 1,658 485,502




Notes to Consolidated Financial Statements

{in thousands of .S, dollars, except share and per share data)

31. DIFFERENCES BETWEEN U.S. GAAP AND IFRS (CONTINUED)

A reconciliation of the significant consolidated balance sheets accounts
from amounts as reported under U.S. GAAP to amounts as reported under
IFRS is as follows:

December 31,
204 2m3
Thit Company’s shareholders’ equity as reponed under
LS. GAAP $ 4286141 § 4246670
IFRS adjustments
Capitalization of amorization of land use rights as
prapey and egquipment 170,553 138,400
Adiitional capitalization of borowing costs as property
and equipment 26,284 21122
Feduction in amortization of deferred financing costs 24,582 18.018
Revarsal of deferred fax in relation 10 land use rights (24,024 (19.617)
Decrease in amortization of land use rights as a result of
change in assigned value of kand use rights 21432 16,737
Additignal depreciation of property and equipment in
relation 1o difference in capitalization of amonization
of tand use rights and borrowing costs m.m2a [9.655)
Financing oosts racognized as part of loss on
eatinguishment of debt (35,851) {35.851)
Additional deferred revenue on point-loyalty programs (7.185) [5.581)
Reduction in net loss aftribulable 1o nonconirolling
imarests (51,084 (42 75
Moncontrolling inbarests’ share on additional share-
based compensation recognized (1.428) 1614}
Moncordrolling inberests’ share on addiional shage-
basad compensation recognized as a resull of change
in sharehalding of the Phiippine subsidiaries (315 —_
Thit Company’s shareholdars' aquity 45 repored under
IFRS. $ 4307403 5 4326644

December 31,
24 2013
Property and equipman, ret:
As reported § 4696391 § 3.308B46
IFRS afjusiments
Capilalization of amaoriization of land use rights as
peoperty and equipment 180,591 130 528
Additiona capitalization of bomowing costs as
property and equipment 28,284 21,122
fdditional depreciation of propery and squipment
in relation to diflerénce in capitalization of
ameetization of land us2 rights and bomowing
cosls (11,722) 19.655)
Capitalization of start-up costs as property and
wquipment 90 210
Lindar FRS § 4894454 § 3460731
Detarred financing costs, nat:
As reported $ 174872 8 1144M
IFRS adusiments™:
Reduction in amortization of deferred financing
ooty 24,502 18,018
Financing costs recognized as part of loss on
extinguishment of debt {35,851) (35.851)
Ungler FRS $ 163613 & 96 538
Wt Cyogen | ey tawed | Al Hoper] =014 na
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{In thousands of LS. dollars, except share and per share data)

31. DIFFERENCES BETWEEN U.S. GAAP AND IFRS (CONTINUED)

December 31,
24 203
Land use rights, net
As reported $ BaTI88 5 951618
IFRS adustments:
Decrease in amortization of land use rights as a
result of change in assigned walue of kand use
rights 21,432 16,737
Reversal of deterred L liabilitias recognized upan
acquisition of land use rights (78.707) {78,707
Raduction in land s rights recognized upan
acquisition of assets and llabitles as a result of
capitalization of amortization of tand use rights
and stari-up casts as properly and equipment {1,948) {1,948)
Lindite IFRS $ B26965 § 836700
Accrued eapanses and other curment [Rabilities:
Az reported $ 1005720 8 92871
IFRS adustmeant:
Aocitional deferred revanue on point-kyvalty
pragrams 7.185 5581
Unedar IFRS $ 1012905 § 934332

4] Ayl Fepor] 701 o Campn | byt | imied.

Dacember 31,
2014 23
Defarred tax liabikties:
hs reporied -1 58049 % 62,806
IFRS adjustments:
Fimversal of dederred tax in relation 1o land use
rights 24,024 19617
Reversal of deferred Rax labilities recognized upan
acquisition of land use rights: (79.707) [79.707)
Under IFRS 5 3.6 % 2716
Additional pald-in capital:
As repored $ 3002943 5§ 3.479399
IFRS adjustrments:
Additional share-based compensation recognized 9.778 B.196
Moncontrolling interests' share on addtional share-
based compensation recognized (1.436) [B18)
Moncontrolling intarests’ share on addtional shara-
based compensation recognized as a result
of change in ghaseholding of the Philippine
subsiiaries 315 -
Under IFRS $ 3100966 5 3436977
Accumulatad alhar compranensie losses:
As reported 3 17,149 § 15,592
IFRS adjustment:
Farelgn currency translation adjustment on
additional share-based compensation recognized 7 10
Unger IFRS ¥ 17,156 % 15,602




Notes to Consolidated Financial Statements

{In thousands of U.S. dallars, except share and par share data)

31. DIFFERENCES BETWEEN U.S. GAAP AND IFRS (CONTINUED) December 31,
2014 2013
December 31, Noncontrofing inferests:
2014 2013 8 reported $ 755528 §  G7B3N2
Retained earnings: IFRS adfjusiments
A% taprt B+ 772156 Honcontrolling interests’ share on capitalization of
IFRS adjustments: amortization of land use righls as property and
Capitalization of amartization of land use rights &z equipment 51,762 35,851
pregerty and quipment 178,553 138490 Wencontrolling inberests' share on decrease in
Additional capitakzation of borrowing costs as amortization of land use rights as a result of
preperty and equipment 28,204 a2 change in assigned value of land use rights 5,132 3630
Revarsal of defered tax in ralation to land use Moncorrolling intérests’ shere on addiional
rights (24,024 (19.617) capitzization of bormowing costs as property and
Decrease in amortization of land use righls as a gquipment 11,484 T.512
result of change in assigned value of land use Wonconilrolling interasts’ share on reversal of
rights 21,432 16,737 defierred tax in relation to land use rights (4,954) (3.504)
Additional depreciation of property and equipment Moncontrolling interesis” share on additional share-
in relation to difference in capitalzation of based compensalion recognized as a resul
amertization of land use rights and bormowing of change in shareholding of the Phiippine
costs (11,722 (3.655) subsidiaries 315 —
Additinal share-based compensation recognized (8.759) (@8.182) Mencontrodling interests’ share on anditional
Reduction in amertization of deferred financing depreciation of property and equipment in
costs 24582 18018 relation to ditference in capitaiization of
Financing costs recognized as part of lass on bormawing costs 12 =
exfinguishment of dabl {35,851) [35.851) Undler RS $ 51925 § T2
Additional deferred revenue on poini-loyalty
programs (7.185) (5.581)
Reduclion in nel loss attributable 10 noacantralling
interasts {61,984) (42 875)
Under FRS $ 1330513 §  B44TE2
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Notes to Consolidated Financial Statements

(In thousands of U.S. dellars, except share and per share data)

31. DIFFERENCES BETWEEN U.S. GAAP AND IFRS (CONTINUED) Year Ended December 31,
2014 2013 2012

A reconciliation of the significant consolidated statements of operations Depraciation and amorizaion

accounts from amounts as reported under LS. GAAP to amounts as As reporied § PMEEBE T 261793 % 261.449
reported under IFRS is as follows: IFRS adjustment:
Additional depreciation of

Year Ended December 31,

proparty and aquipment
214 2013 a2 in refation 1o diffarence in
Casino revenue : )
talization of amoetization of
As reported $ 4654184 § 4941487 § 3934761 I
IFRS adjustment®: fand use rights and borrowing
Adcitional deferred revenus on ooty 2067 2024 2024
paint-loyalty programs 1,604 (5581 = Undar [FRS $§ MBTSI § 263327 5§ 263478
Under IFRS $ 4652580 § 4935906 § 3034761 Initerest expenses, net of capitalized
Ganeral and administralive expenses: Interest:
As reported $ 31169 $ 255780 § 226960 hs reporied $ 124090 F 152660 3 1095M
IFRS adustment. IFRS adjustment:
Adcitional share-based Additional capitalization of
compensation recognized 1,517 1,680 468 barrowing costs as property
Under IFRS $ 313273 § 257480 § 227448 and equipment B.2T7) (17.052) 12,364)
fumarimion o lanc Las pns- Under IFRS §  TITEI3 5 135608 5 107247
As reported $ 64471 §  B42T1 8 shANY Amoetization of GeferTed fancing costs:
e aqum.mm' . A5 repartad $ 28055 $ 18158 % 13272
Capitakzation of amorization of K
- IFRS adjustments:
land 152 rights as property and Reduction faation ol
equipment (41.063) (40,843) {36,504) g gl o
Decraase in amentizatien of land deterred financing costs [6.574) (7480 7153
use rights s a result of change Aucditional capitalization of
in assigned vabue of land uss barrowing costs as property
righils {4,695) [4,695) |4 6a5) and equipment (BES) = ==
Under IFRS $ 18713 § 18733 8 18,712 Under IFAS $ 20596 $ 10672 § 6120
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Notes to Consolidated Financial Statements

{in thousands of .S, dollars, except share and per share data)

31. DIFFERENCES BETWEEN U.S. GAAP AND IFRS (CONTINUED)

Year Ended Decamber 31,
204 M3 o2
Loss on extinguishment of debt:
A5 ieporied 3 - 3 50835 § -
IFRS adustmenl:
Financing costs recognized as part of
losg on extinguishment of debt — 6523 -
Under IFRS 5 - 3 57458 § —
Income fax fepense] credil:
K reporied 3 3038 3 2.441) 3 2,043
IFRS adjustment:
Rewerzal of delerred Eax in refafion fo
lared sz rights (4,407 A0 148,085)
Under IFRS 5 [TA443) % 6.046) 1,112
et kogs atwibutable to noncontraling
imerasts:
A raportad 5 80894 3 59450 § 18,531
[FRS adjustments:
Hencontrolling Interests' share on
capitalization of amartizabion of
lard us rights as property and
aquipment (15,811) {15.911) (14,502
Wencontrodling inferests’ share on
dectesse in amortization of Land
s rights as a result of change in
assigred walue of land use rights [1.502) 11.502 11,502)

Year Ended December 31,
204 a3 a2

Honconiraling interests’ share

on additional capitalization of

bomowing costs &5 property and

equipminl 5
Koncontroling inberests’ shane on

revarsal of deferred lax in relation

1is land use: rights 1,450 1450 1.310
Heoncontroding inbérests’ share

on additional share-based

compenzalion recognized B4
Mencontroling interests” share on

additional depreciation of progerty

and equipmant i relation to

ditferénce in capitalization of

bomowing cosks 12 | ok

@972 5 (158 % (354)

Unckr IFRS 5

BILTES 3 36943 8 3.383

Notes

i

2}

=1}

The amoun represents the alfect atiribuiable to noncontreling inderests a5 & result of the
aflarences batwesn U.5. GAAP and IFRS.

The IFAS adjustments do nol nclude the reclassificasion of the deferred financing
cosls, nel as A reduction of 1he debl balance as 1his has no eMect on the Company's
sharehaldess” equity or net income attibulable to Melco Crown Entertainment Limited.

The IFRS adjustment does not include the meclassification of the casing wxpense as &
reduction of the ¢asing revanue &8 this has no aftect on fhe Company's shanhoidng
aquity of et income atiribuialle to Meleo Crown Entertainmaent Limited,
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Notes to Consolidated Financial Statements

{In thousands of U.S. dollars, except share and per shara data)

32. PARTICULARS OF SUBSIDIARIES OF THE COMPANY

L]

Particulars of subsidiaries are as follows:

Attributablé Propartion of
Nominal Valug of Issued Share
Place of Incorporation Mominal Vizlue of Issued and Fully Capftaluota Capital
Mame of Subsidiary Establishment/Operation Paid Share CapitaliQuota Capital Hedd by the Group Principal Activities
2014 2013
Altira Develepments Macau Ordinary shares — MOP4,000,000 100%™ 100%™ Casino and hatel davelopment
Altira Hatel Macau Quata capital — MOP25,000 100%™ 100%™ Hatel relatad busingsses
COD Theatre Limited Macau Quata capital — MOP25,000 0% 100%™  Performance thaatre show operations
Golden Future (Management Services) Limited Macau Ouota capital — MOP2S5,000 100%™ 100%™ Management services provider
MCE Cotai Irvestmers Limibed Cayman Islands Ordinary share — US$0.01 100%™ 100%™ Imeestment holding
MCE Finance Cayman lstands Ordinary shares — US$12.02 100%° 100%*  Financing
MCE Holdings Limited Cayman lzlands Qrdinary share — USED.01 100%" 100%"  Imeestment holding
MCE Holdings No. 2 {Philippines) Corporation The Philippines Common shares — PHP2,012,894,500 BB T6.38%™  Imvastment holding
MCE Holdings (Philippines) Gorparation The Philippines Comman shares — PHP2.0M 2,894,500 68 E3% T6.38%  Imeestment holding
MCE Haldings Thras Limitad Cayrman |slands Ordinary shares — 100%™ 100%™ Imeastment halding
Class A shares: US04
Class B shares: US$1.6
MCE Holdings Two Limited BvI Qrdinary share — LS 100%" 100%™ Imvestment holding
MCE Intemational Limited Hong Kong Ordinary share — HK$1 100%" 100%  Markaling services provider
MCE Imvasiments B\ Ordinary share — US§1 100%™ 100%*"  Imeastment holding
MCE Imvasiments No.2 The Philippines Common shares — PHPA4T 000,000 100%™ 100%™ Imvestment halding
MCE IP BV Ordinary sharg — USS1 100%™ 100%™ Trademark licersing
MCE Leisure The Philippines Common shares == PHP2 012,894,500 68.83%™ T6.38%™ Integrated casing and erertainment
resarl development
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Notes to Consolidated Financial Statements

{In thousands of U.S. dallars, except share and par share data)

32. PARTICULARS OF SUBSIDIARIES OF THE COMPANY (CONTINUED)

Afribunable Propantion of
Nominal Valui of 1ssusd

Place of ncorparations Nominal Value of I53ued and Fully Share Capital'Quata Capital
Name of Subsidiary [Estabishment/Operation Paid Share CapitalQucta Capital Held by the Group Principal Activities
2014 2013
MCE (NEA) Hobdings Limited Heng Keng Ordinary share — HCE1 100%” 100%™ Invegtment hoiding
flormierty kncwn &5 MCE Management Limibed)
MGE Transponation EWMacau Drdinary share — US$1 100%™ 100%™ Adrcralt owning and easing
MCE Transportation Two Limited EW/Macau Odinary share — USS1 100%** 100%"*  Aircralt owning and leasing
MCP The Philippines Common shares™ — PHP4,811,480,300  68.83%™ TE.36%™  Investment holding
Melco Crown (Cate) Limited Macau Quota capital — MOP25,000 100%= 100%™  Catering operations and management
SBOViCes provider
Melco Crown 00D (CT) Hotad Limited Macau Quota capital — MOP25,000 100%* 100%™ Inactive
Meico Crown (COD) Developments Macau Quota capilal — MOP1,000,000 100%* 100%™ Integrated enfertainment resort
development
Melco Crowm 00D (GH) Hotel Limited Macau Queta capital — MOP25,000 100%™ 100%™ Hofel related businesses
Melco Crown (COD) Hotels Macau Quota capital — MOP25,000 100%* 100%™ Holel relatad busingssas
Melco Crowm COD (HR) Hotel Limited Macau Oucta capital — MOP25,000 100%= 100%™ Inactive
Melco Crown (COD) Retail Services Limited Macau Qucta capital — MOP25,000 100%- 100%™ Retall and shops operations
Melco Crown (COD) Veniures Limited Macau Queta capilal — MOP25,000 100%™ 100%™ Inactive
Malco Crown Haspitality and Serdces Limited Macau Queta capital — MOP25,000 100% 100%™ Manapément ssnices providar
Melzo Crown (Japan) Comparry Limited Japan Share — JPY100,000 100%:* MR Investment holding
Melco Crown (Japan) Resorts Corporation Japan Share — JPY100,000 100%™ WA Inactive
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Notes to Consolidated Financial Statements

{In thousands of U.S. dollars, except share and per shara data)

32. PARTICULARS OF SUBSIDIARIES OF THE COMPANY (CONTINUED)

Fal]

Atributable Proportion of
Mominal Vaue of ksued
Placa ol Incorporation/ Mominal Value of kssued and Fully Share Capital/Quota Capital
Mame of Subsidiary Establishment/Operation Paid Share Capital/Quota Capital Held by the Group Principal Activities
2014 2013
Melco Crown Macau Macau Ordinary shares — 100 100%™ Cagino operations and investment
Class A shares™: MOPZ80,000,000 heiding
Class B shares™: MOPT 20,000,000

Melco Crown (Macau Peninsula) Developmends Limited  Macau Quota capital — MOP25.0:00 100%™ 100%™ Management services provider
Melco Crown [Macau Peninsuls) Hotel Limited Macau Quota capital — MOP25,0:00 100%™ 100%™ Inactive
Melco Crown Security Services Limited Macau Quota capital — MOP1.000,000 100%™ 100%™ Management services provider
Mocha Cafe Limited Macau Quota capital = MOP25,000 100%™ 100%™ Inactive
Mocha Shal Group Limited B¥l/Macau Ordinary shares = US$100 100%™ 100%™ Irmeastment haolding
Mocha Shat Managsment Limited Macau Quota capital — MOP25,000 100%™ 100%™ Inactive
MPEL Cotai Developments Limited Macau Quata capital — MOP2S,000 100%™ 100%™ Inactive
MPEL Irtesmational Limited Cayman Islands Ordinary shares — USS4 100%™ 100%™ Investment haiding
MPEL Irvesimenis Limited Cayman lslands Ordinary shares — US$2 02 100%™ 100%™ Imvastment halding
MPEL Mominee One Limited Cayman lslands Ordinary share — USE0.01 100%™ 100%™ Imeestment halding
MPEL Mominee Three Limited Cayman Islands Ordinary share — USS0.01 100%™ 100%™ Imvestment holding
MPEL Nominee Twe Limited Cayman Islands Ordinary share — US§0.01 100%™ 100%™ Imvestment halding
MPEL Projects Limited BV Ordinary share — US§1 100%™ 100%™  Imeastment halding
MPEL Proparties (Masaw) Limited Macal Quota capital — MOP25.000 100%™ 100%™ Management services provider/

property haiding
MPEL Senvices Limited Hong Kong Ordinary share — HKE1 100%" 100%"  Management services provider
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Notes to Consolidated Financial Statements

{In thousands of U.S. dallars, except share and par share data)

32. PARTICULARS OF SUBSIDIARIES OF THE COMPANY (CONTINUED)

Afribunable Propantion of
Nominal Valui of 1ssusd

Place of Incorparation/ Nominal Valug of Isswed and Fully Share CapitalQuola Capital
Name of Subsidiary [Estabishment/Operation Paid Share CapitalQucta Capital Held by the Group Principal Activities
2014 2013
MPEL Services (U] Lid United States of America Cammen stock — USE100.000 WA, WA Inactive and dissoled an
June 21, 2013
MPEL Vartures Limited B Ordinary share — US$1 100%" 100%"  Imvestment haiding
SCIP Holdings Limited B Ordinary share — LIS§1 60%*™ B0%™  Holding af infellectual property rights
SCP Holdings Limited B Crdfinary share — LI581 0% B0%™  Inwvestment holding
SCP One Limited B Ordinary share — LIS$1 B0%™ 60%™  Investment halding
SCP Two Limited B Ordinary share — US$1 60%™ B0%™  Investment holding
Studio City Company & Ordinary shan — LE5$1 60%™ £0%™  Financing
Studio City Developments Macau Quota capilal — MOPE, 000,000 6% B0%™  Infegrated anertainment resor
development
Studio City Entefainment Limited Macau Quita capital — MOP100,000 BO%™ BO%™  Management senices provider
Studio City Financs B Ordinary share — LIS81 60%* B0%*™  Finanding
Studio City (HK) Limited Hong Kong Ordinary share — HIK$1 B0% B0%™  Managemeni sarvices provider
Studio City Holdings Five Limited B Ordinary share — USS1 B0% B0%™  Inaclive
Studic City Holdings Four Limited B Ordinary share — USS1 650%™ B0%™  Investment hoiding
Studio City Holdings Limited i Ordinary share — LS§1 60%™ BO%™  Imvestment haiding
Studio City Holdings Three Limited ] Ordinary share — LIS81 60%" B0%™  Invesimant hoiding
Studio City Holdings Two Limited BV Ordinary share — USS1 60%™ B60%™  Inwestment holding
Studio City Hospitality and Services Limited Macau Oucta capital — MOP25,000 60% 60%™  Management services provides
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Notes to Consolidated Financial Statements

{In thousands of U.S. dollars, except share and per shara data)

32. PARTICULARS OF SUBSIDIARIES OF THE COMPANY (CONTINUED)

Tl

Atributable Proportion of
Mominal Value of susd
Placa ol Incorporation/ Nominal Value of Issued and Fully Share Capital/Quota Capdtal
Name of Subsidiary Establishment/Operation Paid Share CapitaliQuota Capital Held by the Group Principal Activities
2014 2013
Studio City Hotels Limited Macau Quota capital — MOP25.000 B0% B0%™  Hotel refsted businesses
Stucko City Intemational BV Orcinary shares — US$H18,127.94 B 0% Imvestment halding
Studo City Irvestmants B Qrainary sharg — LIS§1 6% 0% Imvastmant haldng
Studio City Retail Services Limited Macau Quata capital — MOP25,000 B0%™ B0%™  Refail and shops operations
Studio City Services Limited Macau Quota capital — MOP25.000 B0 B0%™  Imvastment holding
Zeus Power Ventures Limited BYI Qrdinary share — US$1 100%™ 100%™ Ivestment holding

Directly cemed by the Company

Trwcinesc thy covroied By Thee Company

HNotes

11}

i@

Az of Decamber 31, 2012, MCP had two classes of shases of which iha class A shares and class B shames hed egual vatng and dividend rights. The class A shars of MCP can anly ba held by, issusd,
HanElTed Ard Somuned anly 10 Prlipping cSizens of cormporations o1 least 80% of the tothl autslanding S0k of which was owned by PRIDpRing citioens, wharas SuBE 10 he proviss Delow the class B
shases of MCP can be hald by, ssuwsd, iranstered and commyed 10 lomign or Philppine citizens o corponiions, peovided that the sotal umber of class B shares which shal i any time be subscribed, [asusd

of gulatinding shall in no case sxcsed four-siath of th rumber of class A sharss then subscried, ausd nd Sulsandng. of 209 ol 1he aggregate numbar of shares hih Sulslandng.

G February 19, 2013, the stockholders of MGP approved the declassification of the 900,000,000 autharized share capital of MCP. consisting of 80% Class A shares and 40% Class B shares to a singls class

of commaon share and denial of pre-emptive rights. The declassification of share capital was approved by the Philippine SEC on March 6, 2013,

Tha holders of the class A shares of Maloo Crown Macau, BS & group, &1e eetitked 10 &n annual dividend in an amount in the sggregate of up e MOPT (the "Class A Dridend™) and § peeferential distribution
In the svent of bquidation of Meleo Grown Macau o retuen of capilal 1o the class A shases in an amount in the sgoeregate of up to MOPY dhe “Class A Capial Disteibution®). and shall be entithed 10 no other

dividends, distributions, meuen of capital, iguidation peoceads, Mturn of pas value, of athed Sum of any Type feom Miscs Crown Mashu,
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Notes to Consolidated Financial Statements

{In thousands of U.S. dallars, except share and par share data)

32. PARTICULARS OF SUBSIDIARIES OF THE COMPANY (CONTINUED)

2]

L]

Tha class B shares of Melco Crown Macau in the aggregate mpresent the anting rights to
recon and otber distibutions from. and capital of, Melco Crown Macau, after
payemand of the Class A Dhidend and the Class A Capial Distribation in mageet of cless
A sharss. Tha holdars of the class B shares, in propartion to their ownership tharsod, shall
b anlithed Yo receive any dividerds, distributions, capfal, Bquidation procesds, par value,
or olher smoluments that may &1 any time be paid 10 or received by the holdes of the
class & shares, excepl the Class A Dividend and the Class A Capial Distribution.

Cestnin Macau laws regure companies bmited by shares (sociedmde andnima)
ngorporated in Macau to have & miremum of three sharsholders, and al gaming
congessionaines and suboconcessionakes o be managed by a Macau permanent
residend, the managing director, who most hold a1 least 10% ol the shase capitsl
of the wine or subcor w. In we with such Macau laws,
approxdmaiedy 90% of the share capanl of Meico Ceown Macau is indirectly owned by
ihe Company, While the Geoup complies wilh the Macay bows, Melco Crown Macau is
congdeed an indeectly 100% owred siubsiiary of the Company Iof punpases of the
consolidated Bnances slatements of the Compary DEChuis the SConome inenes of
hir 0% hedding of the managing director s lenited to, in aggregate with other clsss
A sharaholdere, MOP1 on 15 winding up of Squidalion of Meics Crown Mscau and 50
recaive an aggregate annual dividend of MOP1.

Mone of the subsidiaries had any debt securities gutstanding at the end of
the year or at any time during the year except for the 2013 Senior Moles
and the 2010 Senior Motes issued by MCE Finance, the Studio City Notes
Issued by Studio City Finance and the Philippine Motes issued by MCE
Leisura as disclosed in Mote 12, which the Group had no interast.

33. SUBSEQUENT EVENTS

(a)

{b)

On January 2, 2015, the Company submitted an application 1o the
Hong Kong Stock Exchange for the woluntary withdrawal of the
listing of its ordinary shares on the Main Board of Hong Kong Stock
Exchange (the "Proposed De-Listing™). The Proposed De-Listing is
expected to take effect at 4:00 p.m. on Friday, July 3, 2015, subject
to fulfillment of the conditions of (a) the approval from the Company's
sharsholders; (b) the approval from the Listing Committes of the
Hong Kong Steck Exchange: and (c) the Company having given its
shareholders at least three months' notice of the Proposed De-Listing
commencing on the shareholders” approval date. As of the date of
this raport, condition (a) has been satisfied.

On January 30, 2015, MCE Leisure applied to PAGCOR for the
issuance of a regular casino license for City of Drearns Manila as the
Licensees satisfied the Investment Commitment of $1,000,000 under
the terms of the Provisional License.

Wt Cy o Ly tabrwasd Limiiosd Srvwsal Hopor? S04 1



Additional Information — Financial Statement Schedule 1
Financial Information of Parent Company

{In thousands of U.S. dollars, except share and per share data)

BALANCE SHEETS December 31,
2014 2013
December 31, SHAREHOLDERS' EQUITY
04 2013 Ordinary shares a1 US$0.01 par value per share

ASSETS Ihuihorized — 7,300,000,000 shares as of December

CURRENT ASSETS 31, 2074 and 2013 and issued — 1,633,701 520 and

Cash and cash equivalents § 7708 8 34 1,666,633, 448 shares as of December 31, 2014

Amound dusa from an affilizted comparry 1091 - and 2013, respactively) % 16337 % 16,667
Amounts due from subsidiaries 238,000 74930 Treasury shares, af cost

Prepald espenses and other current assets 1.565 a7 (17,684,386 and 16,222,246 shares as of December 31

Total cument assets 254,454 82,061 2014 and 2013, respectively) (33.167) {5 460)
INVESTMENTS IN SUBSIDIARIES' 5915023 5,492 941 Addifional paid-in capital 092043 5.470390
TOTAL ASSETS £ 6169477 5 5575002 Accumulated other comprehensive losses (17,149} (15,592
LIABILITIES AND SHAREHOLDERS' EQUITY Retaned eamings 1287477 772,156
CURRENT LIABILITIES Tolal sharehalders’ equity 4,286,141 4,246,670
Aocrued expenses and olher currend labilites 5 2920 3 2336 TOTAL LIABILITIES AND EQUITY $ 6160477 $ 5575002
Income tax payabie 230 128 NET CURRENT ASSETS (LIABILITIES) § 67300 § (10407
Amounts dus 1o affiliated companies 24 1,783 TOTAL ASSETS LESS OURRENT LIABILITES $ 5080400 5 5338369
Amounds dus 1o subsidianes 183,872 181819

Amound due 10 a shareholder —_ &7 Mate

Total cument liabidties 187,055 186,153 i1 Amouris inoluded Invesiments in unbsted subsidaries of $3,318.242 2003 $3.018485),
ADVANCE FROM A SUESIDIARY 1,696,000 1142100 Investment in a listed subsiciary of $285.828 [2013: $303,15) and advances fo subsidasies of
QOTHER LONG-TERM LIABILITIES 19 = §2 420,953 (2013; $2.170,287).
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Additional Information — Financial Statement Schedule 1
Financial Information of Parent Company

{in thousands of U.S. dollars, except share and per share data)

STATEMENTS OF SHAREHOLDERS' EQUITY

Accumulated  (Accumulabed

Additional Other Lossas) Totdl

Qedinary Shares Treasury Shares Paid-in  Comprehensive Retained  Shareholders'

Shans Amouri Shares Amount Capital Lasses Eamings Equity

BALANCE AT JANUARY 1, 2012 1653101,002 § 16,531 (10552328 § {108) § 3223274 § (1034 § (2825100 § 295155
Net income far the aar — — - - — - 417,208 417,203
Foreign currency translation adjustment — — — — — 16 - 16
Changa in fair value of forverd exchange rate confracts — — — — — o — 2.
Reclasaification o eamings upon settlement of forward exchange rate conracts _— — - — — (138 -_— {138
Share-based compansation - - - - 8473 - - 8973
Shares issued for future vesting of restricted shares and euercise of share cptions 4,958,203 50 [4,9058,793) (50 . . i =
lssuance of shares for restricied shares vested — - 1.276.634 13 13 — - -
Cancellation of vested restrictad shares -_ m— (] - = = = =
Exancize of shams options — — 2,966,955 30 3601 — - 36
BALANCE AT DECEMBER 31, 2012 1658059295 16,581 (11,267,038 113 3,235835 [1,057) 134,693 3335539
Mt income bor the year -— — - - — -— AT 453 637 463
Foreign currency translation adjustment — — - — — {14,535 - (14,535
Share-based compensation — v —_ - 14,119 — —_ 14,119
Shares purchased under st amangement for future westing of restricted shares — o (1,121,638 BIT0 (o - = (87700
Trarader of shanes purchased under rus! amangement for restricled shares wshed - - 378,579 2965 (2,965 - - -
Shares issued for fulure vesting of rastricted shares and emnciss of shana oplions 8,574,153 BE (B,574,153) [98) — — — —
lssuance of shares for resiricled shares vesiad —_ — 1,297 a2 13 3 —_ _— —_
Exercise of share options -_— -_— 3064302 n 4,888 — — 4949
Charge in shareholding of the Philippine subsidiaries — — — — 227 535 —_ -— 227585
BALANCE AT DECEMBER 31, 2013 1666633 448 16667 (6.222.246) (5.960) 3479399 (15.592) TF215 4286670
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Additional Information — Financial Statement Schedule 1
Financial Information of Parent Company

{In thousands of U.S. dollars, except share and per share data)

STATEMENTS OF SHAREHOLDERS' EQUITY (CONTINUED)

Accumuiated  (Accumuizted

Additional Other Losses) Tetal

Ordinary Sharas Trazsury Shares Paidvin  Comprehansive Retaned  Shareholders’

Shares Amcunt Shares Amount Capital Lossas Earnings Erity

Mt income for the year — 3 — — 8 — § — $ — § 608280 § 608280
Fareign currency trarslation adustment - - — - = 11,538 - [1.538)
Changa in fair value of imanast rate swap agresments - - - - = (19 - 9
Share-based compensation — — — - 18233 — — 18,233
Shares purchased under tnust arangement for fuluee westing of restricled shares - - (208,278) {1.721) - - -_— [1.721)
Transier of shares purchased ender frust amangement tor restricted shares wslad -— - 467121 3648 (3648 -_ -_— -
Shares repurchased for retirement —_ —  [36,643,344) {300,495) —_ —_ N (300,495
Retiremant of sharas (32,931,528 330 32931528 271,34 271,01 — e =
Issuance of shares for restrichad shares vested — — 1,068,534 11 (1] — == =
Exsrciss of share aplions — - 928,289 9 2147 - - 2156
Change in sharehclding of the Philipping subsidiaries — — — — 57,290 _— —_— 57,283
Dividends declared = = = = 188459 = [153,259) (342,714)
BALANCE AT DECEMBER: 31, 2014 1633701020 § 16337 (I7B84366) 8§ (33167 § 3002043 § (1704 3 1207077 § 4286141
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Additional Information — Financial Statement Schedule 1
Financial Information of Parent Company

{in thousands of U.S. dollars, except share and per share data)

NOTES TO FINANGIAL STATEMENT SCHEDULE 1
1.  Basis of Presentation

The condensed financial information has been prepared using the same
accounting policies as set out in the Company's consolidated financial
statements except that the parent company has used equity method to
account for its Investments in subsidiaries.
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Financial Summary

Yoar Ended December 31,

2014 2013 02 2011 210
(in thousands of LSS, except shara and per share data and operating data)

Consalidated Statements of Operations Data:
Met revenues § 4502300 § S47178 3 407TE013 % 3630847 5 2641976
Tolal operating costs and expenses E 4116949y 3 (4,247 354) % (3570921 % fic B L ) T 4 12,549 464)
Oparating incoma £ BES 360 § B39824 % 507092 0§ 445110 % 92512
Met income (loss) $ EPTIEE % 578,013 % 30B6T2 % 8BB4 % 10,525
Net loss attributable to noncontrolling interests £ BB % 59450 8§ 18531 § 5812 % —
Net income (loss) attributable to Melco Crown Entertainment § 608,260 3 637463 3§ T203 % 2046536 3 (10,525)
Net income (loss) atiributable to Meloo Grown Entertainment

per share
— Basic § 0.369 0386 % 0254 § D134 % {0.007)
— Diluted § 0366 § 0343 % 0252 % 0182 § {02.007)
Net incoma (loss) attributable to Melco Crown Entertainment

per ADS™
— Basic 1 1108 § 1158 % 0T61 8 0551 8 {0,020
— Diiuted § 1008 § 1148 § 0755 § 0547 % {0020
Weighted average shares used in net income (loss)

attributable o Melco Crown Entertainment per share calculation
— Basic 1,647 571,547 1.649.673,643 1,645,346 902 1,604,213, 324 1/595.552 022
— Diluted 1,660,503,130 1.664.198,091 1,658,262 996 1.616,654,682 1/595.552 022
Dividends declared per share $ 02076 $ - % i ] - % _
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Financial Summary

Decomber 31,
2014 2M3 22 2m 2010
(In thousands of LSS)
Consolidated Balance Sheets Data:
Cash and cash equivalents 1,597,655 1361757 § 1708208 § 1158024 % 441 923
Bank depasits with original matusity over three monihs 110,616 626,940 — - —_
Rastricted cash 1,816,583 1,143,665 1,414 664 364307 167,286
Tatal assets 10,432 563 8,813,630 7,947 466 6,269,930 4,884 240
Total currend Rabilities 1316657 1237970 1.721.666 603,118 675604
Tatal detis= 3.802.781 2,533,539 3,154 £64 2325980 1,839,831
Total liabilities 5,390,893 5,888,657 4,206,710 3082328 2,361,249
Moncontroling inferesis 755,529 B7E,312 3B.817 231,487 —
Tatal equity 5,041,670 4924 952 3,740,756 3187652 252313
Ordinary shares 16,437 16,667 16,581 16,531 16,056
{1} Esch ADS reprasants thres ardinary shares.
2} Irciudes amounts due 1o shareholders within one yeas, loans from sharsholders and guerent and non-gusrant portion of long-term debt.
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Corporate Information

BOARD OF DIRECTORS

EXECUTIVE DIRECTOR

Mr. Lawrence Yau Lung Ho (Co-Chairman and Chief Executive Officer}
NON-EXECUTIVE DIRECTORS

Mr. James Douglas Packer (Co-Chairman)

Mr. John Peter Ben Wang

Mr. Clarence Yuk Man Chung

Mr. Williarn Todd Misbet

Mr. Rowen Bruce Craigie

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. James Andrew Charles MacKenzie

Mr. Thamas Jefterson Wu

Mr. Alac ¥iu Wa Tsui

Mr. Rebart Wasen Mactier
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AUDIT COMMITTEE

Mr. James Andréw Charles MackKenzie (Chairman)
Mr. Thomas Jeffersen Wu

Mr. Alac Yiu Wa Tsui

NOMINATING AND GCORPORATE GOVERNANCE COMMITTEE
Mr, Alec Yiu Wa Tsul (Chairman)

Mr. Thomas Jefferson Wu

Mr. Robart Wason Mactier

GCOMPENSATION COMMITTEE

Mr. Thomas Jeffersen Wu (Chairman)

Mr. Alag Yiu Wa Tsui

Mr. Robart Wason Mactier



Corporate Information

REGISTERED OFFICE IN CAYMAN ISLANDS
190 Elgin Avenue

George Town

Grand Cayman KY1-8005

Cayman Islands

PRINCIPAL PLACE DF BUSINESS AND HEAD OFFICE IN MACAU
22/F, Golden Dragon Centre

Avenida Xian Xing Hai

Macau

PLACE OF BUSINESS IN HONG KONG

36/F, The Centrium

B0 Wyndham Strest

Central

Hong Kang

LEGAL ADVISORS

AS TO HONG KONG LAW AND LS, LAW
Latham & Watkins

AS TO MACAU LAW

Manuela Antdnio — Lawyers and Notaries
AS TO CAYMAN ISLANDS LAW

Walkers

AUDITOR

Messrs. Deloitte Touche Tohmatsu
COMPANY SECRETARY

Ms. Stephanie Cheung

COMPANY'S WEBSITE

hitpuifwww. malco-crown_ com
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Corporate Information

LISTING INFORMATION

Hong Kong stock code: G883

NASDAC symbaol: MPEL

HONG KONG BRANGH SHARE REGISTRAR AND TRANSFER OFFICE
Computershare Hong Kong Invester Services Limited

Shops 1712-1716, 17th Floor

Hopeawell Centre

183 Quean's Road East

Wanchai

Hong Kong
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CAYMAN ISLANDS PRINCIPAL SHARE REGISTRAR AND TRANSFER OFFICE
Intertrust Corporate Services (Cayman) Limited

190 Elgin Avenue

Gaorge Town

Grand Cayman KY1-2005

Cayman Islands



Definitions and Glossary

DEFINITIONS

“2006 Share Incentive Plan” refers to a share incentive plan as adopted
and revised by the Board on MNovember 28, 2006 and March 17, 2008
and as approved by the Shareholders on December 1, 2006 and May 19,
2009, respactively, which aims to provide incentives in the form of awards
to consultants, employess and members of the Board with the view of
promaoting further success of our Company;

“2010 Senior Motes™ refers to the USSE00 milion aggregate principal
amount of 10.25% senior notes due 2018 issued by MCE Finance on May
17, 2010 and fully redeemed on March 28, 2013;

“2011 Credit Facilities" refers to the credit facilities entered into pursuant
to an amendment agreement dated June 22, 2011, as amended from time
to time batwean, among others, Melco Crown Macau, Deutscha Bank AG,
Hong Kong Branch as agent and DB Trustees (Hong Kong) Limited as
security agent, comprising a term loan facility and a revolving credit facility,
for a total amount of HEE3.36 billion (equivalent to approximately USS1.2
billian);

*2011 Share Incentive Plan” rafers to a share incentive plan as adopted
by our Company pursuant 1o a resclution passed by our Shareholder at an
extraordinary genaral meating on October 6, 2011 and became affactive
on the listing date, which alms to provide incentives In the form of awards
to consultants, employess and membaers of the Board, with the view of
promating further success of cur Company,;

*2013 Senior Motes” refers to the US$1.0 bilion aggregate principal
amount of 5.00% senior notes duwe 2021 issued by MCE Finance on
February 7, 2013;

“2013 Top-up Placement” refers to the placing and top-up subscription of
981,183,700 MCP shares (including over-allotment option) conducted by
MCP in April 2013, which raised approximately US$338.5 million as net
proceeds;

“2014 Top-up Placement” refers o the placing and top-up subscription of
485,177,000 MCP shares conducted by MCP in June 2014, which raised
approximately US$122.2 million as net proceeds;

*Adjusted EBITDA" refers to earnings before interest, taxes, depreciation,
amortization, pre-opening costs, development costs, property chargas and
others, share-based compensation, payments to the Philippine Parties,
land rent to Belle Caorporation, gain on disposal of assets held for sale and
other non-pperating income and expenses;

“Adjusted property EBITDA™ refers toc earnings before interest, taxes,
depreciation, amortization, pre-opening costs, development costs, property
charges and others, share-based compensation, payments to the Philippine
Parties, land rent to Belle Corporation, gain on disposal of assets held for
sale, Corporate and Others expenses and other non-operating income and

axpanses;

“ADSs" refers to our American depositary shares, each of which represents
three Shares;
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Definitions and Glossary

“Ajrcraft Term Loan” refers to the US$43.0 million term loan cradit facility
entered inte by MCE Transportation in June 2012 for the purpose of funding
the acquisition of an aircraft;

“Altira Developments” refers to our subsidiary, Altira Developments Limited,
a Macau company through which we hold the land and building for Altira
Macau;

“Altira Hotel" refers to ouwr subsidiary, Altira Hotel Limited., a Macau
company through which we cumrently operate the hotel and other non-
gaming businesses at Altira Macau;

“Altira Macau” refers to an integrated casinc and hotel development that
caters to Asian relling chip customers, which opened in May 2007 and
owned by Altira Developments;

*Articles” refers to our amended and restated memorandum and articles of
association adopted on May 23, 2012;

“Board” and "Board of Diractors” refer to the board of Directors or a duly
constituted committes theraof;

“China" and “PRC" rafer to the Pecple's Republic of China, excluding Hong
Kong, Macau and Taiwan from a geographical point of view;

Ayl Fepor] 701 o Campn | byt | imied.

*City of Dreams” refers to a casino, hotel, retail and entertainment
integrated resort located on two adjacent pieces of land in Cotal, Macau,
which opened in June 2009, and currently features casino areas and
three luxury hotels, including a collection of retail brands, a wet stage
performance theater and other entertainment venues, and cwned by Melca
Crown (COD) Davelopmeants;

“City of Dreams Manila® refers to a casino, hotel, retail and entertainment
intagrated resort located within Entertainment City, Manila operated and
managed by MCE Leisure Philippines;

“Companies Ordinance” refers to the Companies Ordinance (Chapter
622 of the Laws of Heng Kong), as amended, supplemented or otherwise
modified from time to time;

*Cotai” refers to an area of reclaimed land lecated between the islands of
Taipa and Ceoleans in Macau;

“Crown” rafers to Crown Resorts Limited, an Australian-listed corporation,
which completed its acquisition of the gaming businesses and investments
of PEL, now known as Consolidated Media Holdings Limited, on December
12, 2007

*Crown Asia Investments® refers to Crown Asia Investments Pty, Lid.,.
which is 100% indirectly ownad by Crown, and was incorporated in tha
Cayman |slands but 5 now a registered Australian company;



Definitions and Glossary

*Crown Entertainment Group Holdings™ refers to Crown Entertaimment
Group Holdings Ply, Ltd,, a company incorporated on Jume 19, 2007 under
the laws of Australia and a subsidiary of Crown;

“Deposit-Linked Loan® refers to a deposit linked facility for HES2.7 billion
{equivalent to approximately USS353.3 millien based on axchange rale
on fransaction date) entered into on May 20, 2011, which is secured by a
deposit of AMB2.3 billion (equivalent to approximately US$353.3 million
based on exchange rate on transaction date) from the proceeds of tha RMB
Bonds and fully repaid in March 2013;

“DICJ" refers to the Direcgdo de Inspecgdc e Coordenagdo de Jogos (the
Gaming Inspection and Coordination Bureau), a department of the Public
Administration of Macau;

“Directors™ refers to the directon(s) of our Company;

“Greater China” refers to mainland China, Hong Kong and Macau,
collectively;

“Group” refers to ocur Company and our subsidiaries and, in respect of
the period before our Company becama the holding compary of such
subsidiaries, the entities which carried on the business of the present
Group at the relevant time;

“HIBOR" refers to Hong Kong Interbank Offered Rate;

"HKS" and "H.K. dollars” refer to the legal currency of Hong Kong;

“Hong Kong® refers to the Hong Kong Special Administrative Region of the
PRC;

“IFRS" refers to International Financial Reporting Standards;

“Licensess” refers to holdars of the Provisional Licence, which include MCE
Leisura Philippines, MCE Haldings Philippines, MCE Holdings Mo. 2 and
the Philippine Parties;

“Listing Rules” rafers to the Rulas Gowverning the Listing of Securitias on tha
Stock Exchange, as amended, supplemented or otherwize modified from
time to tima;

“Macau” and “Macau SAR® refer to the Macau Special Administrative
Region of the PRC;

“MCE Finance™ refers to our subsidiary, MCE Finance Limited, a Cayman
Islands exempted company with limited liability;

*MCE Holdings Mo. 2" refers to our subsidiary, MCE Holdings No. 2
{Philippines) Corporation, a corporation incorporated in the Philippines and
one of the Licensess halding the Provisional License,

“MCE Heldings Philippines™ refers to owr subsidiary, MCE Holdings
{Philippines) Corporation, a corporation incorporated in the Philippines and
ana of the Licensees halding the Provisional Licenss,
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Definitions and Glossary

*MCE Leisure Philippines” refers to our subsidiary, MCE Leisure
{Philippines) Corporation, a corporation incorporated in the Philippines and
one of the Licensees holding the Provisional License;

“MCE Transportation” refers to our subsidiary, MCE Transportation Limited,
& company incorporated under the laws of the British Virgin |slands:

“MCP® refers to our subsidiary, Melco Crown (Philippines) Resorts
Corporation, the shares of which are listed on the Philippine Stock
Exchange;

*MCP Share{s)" refers to tha common shares of MCP of par value PHP1.00Q
per share;

*MCP Share Incentive Plan” refers to the share incentive plan of MCP, with
amendments, approved by MCP sharehelders on June 21, 2013;

“Melco™ refers to Melco International Development Limited, a Hong Kong
listed company;

“Melco Crown (COD) Developments® refers to our subsidiary, Melco Crown
{COD) Developments Limited, a Macau company through which we hold
the land and buildings for City of Dreams;

"Melce Crown Macau™ refers to our subsidiary, Melce Crown (Macau)
Limited, a Macau company and the helder of cur gaming subconcession,

“Meleco Latsura” refars to Malco Leisure and Entertainment Group Limited,
a company incorporated under the laws of the British Virgin Islands and a
wholly-owned subsidiary of Melco;
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“Mocha Clubs™ collactivaely refers to clubs with gaming machines, the first
of which opened in Sepltember 2003, and are now the largest non-casino
based operations of electronic gaming machines in Macau, and operated

by Melco Crown Macau;

“Model Coda” refers to the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix 10 to the Listing Rules;

*MASDAL" refers to the National Association of Securities Dealers
Automated Quotation System;

“Mew Cotai Holdings™ refars to Mew Cotai Holdings, LLC, a company
incorporated in Delaware, the United States on March 24, 2006 under the
laws of Delaware, primarily owned by U.5. investment funds managed by
Silver Point Capital, L.P. and Oaktree Capital Management, L.P;

*PAGCOR™ refers to Philippines Amusement and Gaming Corporation, the
Philippines regulatory body with jurisdiction over all gaming activities in the
Philippines axcapt for lottery, sweapstakes, cockfighting, horse racing and
gaming inside the Cagayan Export Zone;

“Patacas” and "MOP" rafer to the lagal currency of Macau;

“PBL" refers to Publishing and Broadcasting Limited, an Australian-listed
corparation that is now known as Consolidated Media Holdings Limited;



Definitions and Glossary

*Philippine Motes™ refers to the PHP15 billion aggregate principal amount
of 5.00% senior notes due 2019 issued by MCE Leisure Philippines on
January 24, 2014;

“Philippine Parties” refers to 3M  Investments Corporation, Belle
Corporation and PramiumLaisure and Amusamant, Inc.:

“Philippine pesc” and “PHP" refers to the legal currency of the Philippines;
“Philippine Stock Exchange” refers to The Philippine Stock Exchange, Inc.;

“Provisional License” refars to the provisional license issued by PAGCOR
on December 12, 2008 for the development of an integrated tourism resort
and to establish and operate a casino within Entertainment City in Manila,
the Philippinas; MCE Leisure Philippines, MCE Holdings Philippines, MCE
Holdings Mo, 2 and the Philippine Parties are co-licensees under the
Amended Certificate of Affiliation and Provisional License dated January
28, 2013; references to the Provisional License include, where the context
requires, any regular license issued to replace the provisional license as

described in “The Provisional License.”;

“Renminki” and *“RMB" refer to the legal currency of China;

“AME Bonds® refers to the AMB2.3 bilion (equivalent to approximately
US8353.3 million based on exchange rate on transaction date) aggregate

principal amount of 3. 75% bonds due 2013 issued by our Company on
May 9, 2011 and fully redeemad on March 11, 2013;

*SCI" rafers to Studio City International Holdings Limited, a company
incorperated in the British Virgin Islands with Iimited liability that is 60%
owned by one of our subsidiaries and 40% owned by New GCotai Holdings
through its wholly owned subsidiary New Cotai, LLC;

*SEC” refers to the U.S. Securities and Exchange Commission:

“SFO" refers to the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong), as amended, supplemented or atherwise modified
from time to time;

*8GH-5T" rafers to Singapora Exchange Securities Trading Limited;
“Share(s)” refer to our ordinary share(s), par value of US$0.01 each;
“Shareholdar(s)” refers to holder(z) of cur Share(s) frem time to time;
*Stack Exchange” refers to The Stock Exchange of Hong Kong Limited:

*Studio City™ refers to a cinematically-themed integrated antertainmant,
ratail and gaming resart in Cotai, Macau;

*Studie City Developments™ refers te our subsidiary, Studie City
Developments Limited, a Macau company in which we own 80% of the
equity interest;

“Studio City Finance” refers to Studic City Finance Limited, which is a
company incorporated in the British Virgin Islands with limited liability, is
also an indirect subsidiary of SCI and the issuer of the Studio City Notes;

Wb Ty o Lk taraweed Limifiod Anrwsal Hopord #0004 m



Definitions and Glossary

*Studio City Notes™ refers to the USS$325.0 million aggregate principal
amount of B.50% senior notes due 2020 issued by Studio City Finance on
November 26, 2012;

“Studio City Project Facility” refers to the senior secured project facility,
dated January 28, 2013, entared inlo batween, among others, Studio City
Company Limited as borrower and certain subsidiaries as guarantors for
a total sum of HK$10,855,880,000 and consisting of a delayed draw term
loan facility and a revalving credit facility;

“our subconcession™ and *our gaming subconcession® refer to the Macau

gaming subconcession hald by Malco Crown Macau;
*TWD" and *Mew Taiwan dollars” refer to the legal currency of Taiwan;
“USS" and "L.S, dollars” refer to the legal currency of the United States;

“U.3." and “United States” refer to the United States of America, its
territories, its possessions and all areas subject to its jurisdiction;

“U.S5. GAAP" refers to the accounting principles generally accepted in the
Unitad States:

“wa", "us®, "our”, "our Company®, “the Company®, *“MCE" and "Melco
Crown Entertainment™ refer to Malco Crown Entertainment Limited and,

as the context reguires, itz predecessor enfities and its consolidated
subsidiaries; and

“Wynn Macau" refers to Wynn Resorts (Macauw) S.A.
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GLOSSARY

“average daily rate” or
“ADR"

“cage”

“ehip”

“concession”

“dealer”

calculated by dividing total room revenues including
the retall value of prometional allowances (ess
sarvice charges, if any) by total rooms occupied
incleding complimentary rooms, Le., average price of
octupied rooms par day

a secure room within a casino with a faciity that
allows patrons to exchange cash for chips required to
participate In gaming activites. or to exchange chips
for cash

round token that is used on casino gaming lables in
lieu of cash

a government grant for the operation of games
of fortune and chance in casinos in Macau under
an administrative contract pursuant te which a
concessionaire, or the entity holding the concession,
is authorized to operate games of fortune and chance

in casinos in Macau

a casino employes who takes and pays out wagers or
otherwise oversees a gaming table



Definitions and Glossary

*drop"

“drop box”

“alectronic table games®

“gaming machine”

“gaming machine handle”

“gaming machina
win rate”

the amount of cash to purchase gaming chips and
promaotional vouchers that are deposited in a gaming
table's drop box, plus gaming chips purchased at the
casino cage

a box or containes that Servés as a reapository far
cash, chips, chip purchase vouchers, credit markers
and forms used to record movements in the chip
invantory on each table game

electronic multiple-player gaming seats

slot machine and/or alectronic table CAarmas

the total amount wagered in gaming machines

gaming machine win expressed as a percentage of

gaming machine handle

“gaming promoter”

“integrated resort”

“junket player”

“marker”

“mass markat patron®

an individual eor corporate entity who, for the
purposa of promoting rolling chip and other gaming
activities, arranges customer ftransportation and
accommodation, provides credit in its sole discretion
if authorized by a gaming operator, and arranges
food and beverage services and enlertainment in
exchange for commissions or other compensation
from a gaming operator

a resort which provides customers with a
combination of hetel accommodations, casinos or
gaming areas, retail and dining facilities, MICE space,
entertainment venues and spas

a player sourced by gaming promoters to play in the
VIP gaming rooms ar areas

evidence of indebtedness by a player to the casino or
gaming cparator

a customer who plays in the mass market segmant
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Definitions and Glossary

“mass market sagment”

“mass market
table games drop™

"mass market
table games hold
percentage”

“mass market
table games

segment”

“MIGE"

“non-negotiable chip®
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consists of beth table games and gaming machines
played by mass market patrons for cash stakes
that are typically lower than those in the rolling chip
sagment

the amount of table games drop in the mass market
table games segment

mass market table games win as a percentage of
mass market table games drop

e mass market segment consisting of mass market
patrons who play table games

Meetings, Incentives, Conventions and Exhibitions,
an acronym commonly used to refer to tourism
invalving large groups brought together for an event
or spacific purpose

prometional casing chip that iz not to be exchanged
for cash
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“non-rolling chip”

“occupancy rate’

“premium direct player”

“progressive jackpot”®

“revenue per available

raom”® or “REVPAR"

chip that can be exchanged for cash, used by mass
market patrons to make wagers

the average percentage of available hotel rooms
occupied, including complimentary rooms, during a
paricd

a roling chip player who is a direct customer of
the concessionaires or subconcessionaires and is
attracted to the casing through direct marketing
efforts and relationships with the gaming operator

a jackpot for a gaming maching or table game whera
the value of the jackpot increases as wagers are
made; multiple gaming machines or table games
may be linked together to establish ene prograssive
jackpot

calculated by dividing total room revenues including
the retail value of promotional allowances (Jess
sarvice charges, if any) by total rooms available,
thereby representing a combination of hotel average
daily room rates and cccupancy



Definitions and Glossary

“relling ehip®

“rolling chip patron®

“rolling chip segment”

“relling chip volume®

“relling chip win rate”

“slot machine”

non-negotiable chip primarily used by rolling chip
patrons to make wagers

a player wha is primarily a VIP player and typically
receives various forms of complimentary services
from the gaming promoters of concessionaires or
subconcessionaires

consists of table games played in private VIP gaming
rogms of areas by roling chip patrons who are either
premium direct players or junket players

the amount of non-negotiable chips wagered and lost
by the relling chip market segment

rolling chip table games win (calculated befare
discounts and commissions) as a percentage of

rolling chip volume

rraditional slot or electronic gaming maching
oparated by a single player

“subconcession”

“table gameas win”

“VIP gaming rocm”

“wel stage performance
theater™

an agreement for the operation of games of
fortune and chance in casinos between the entity
holding the concession, or the concessionalre, a
subconcessionaire and the Macau government,
pursuant to  which the subconcessionaire s
autherized to operate games of fortune and chanca in

casines in Macau

the amount of wagers won net of wagers lost on
gaming tables that is retained and recorded as casing
FeVEnLes

gaming reoms of areas that have restricted access
to ralling chip patrons and typically offer more
personalized service than the general mass market
gaming areas

the approximately 2,000-seat theater specifically
designed to stage “The House of Dancing Water™
Shiow
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Appendix | — 2006 Share Incentive Plan and 2011 Share Incentive Plan

2006 SHARE INCENTIVE PLAN

‘We adopted the 2006 Share Incentive Plan to attract and retain the best available
personnel for positions of substantial responsibility, provide additional incentives
to employees, directors and consultants and to promote the success of our
business. The 2006 Share Incentive Plan has been succeeded by our 2011
Share Incentive Plan, No further awards may be granted under the 2006 Share
Incentive Plan. All subsequent awards will be issued under the 2011 Share
Incentive Plan. Awards praviously granted under the 2008 Share Incentive Plan
shall remain subject to the terms and conditions of the 2006 Share Incentive
Flan.

Tha follewing paragraphs describe the principal terms included in the 2006 Shara
Incentive Plan,

Types of Awards. The awards permitted to be granted under our 2006 Share

Incantive Plan included options to purchase cur Shares and restricted Shares.

Eligibility. We wera permitted 1o grant awards 1o employess, directors and
consultants of our Company or any of our related entities, including Melco,
Crown, other joint venture entities of Melco or Crown, our own subsidiaries or
any enfities in which we hold a substantial ownership interast. Howevar, wea
could grant options that are intended to qualify as incentive share options only to
our amployaas.
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Maximum MNumber of Shares. Under the 20086 Share Incentive Plan, the
maximum aggregate number of Shares which could be issued pursuant to all
awards (including Shares issuable upon exercise of options) was 100,000,000

owver 10 years.

Plan Administration. Our compansatien committes would administer the 2006
Share Incentive Plan and determine the provisions and terms and conditions of
each award grant.

Award Agresment. Awards granted were lo be evidenced by an award
agreement that sets forth the terms, conditions and limitations for each award,

Exercise Price and Term of Awards, In general, the plan administrator would
determine the exercise price of an option and set forth the price in the award
agreement. The exercise price could be a fixed or variable price related to the
fair market value of our Shares. If we granted an incentive share option te an
employaa whe, at the tima of that grant, owned Shares representing maora than
109% of the voting power of all classes of our share capital, the exercise price
could not ba less than 110% of the fair market value of our Shares on the date of
that grant. The term of sach award would be stated in the award agreement, and
would not exceed 10 years from the date of the grant,

Vesting Schedule. In general, the plan administrator determined, or the award
agreemeant would spacify, the vesting schadule.

As of December 31, 2014, there was no unvested share option under the 2006

Shara Incentive Plan.



Appendix | — 2006 Share Incentive Plan and 2011 Share Incentive Plan

2011 SHARE INGENTIVE PLAN

We adopted the 2011 Share Incentive Plan 1o provide our employees, directors
and consultants with incentives to increase shareholder value, and to atiract
and retain the services of those upon whom we depend for the success of our
business. The 2011 Share Incentive Plan was conditionally approved by our
Shareholders at the extraordinary general mesting held on October 6, 2011 and
became affective upon commencement of dealings in our Shares on the Stock
Exchange on December 7, 2011. The 2011 Share Incentive Plan succeads the
2006 Share Incentive Plan,

The following paragraphs summarize the principal terms of the current 2011
Share Incentive Plan. Amendments to the 2011 Share Incentive Plan as a
rasult of the proposed woluntary withdrawal of listing of our shares on the
Stock Exchange will be proposed to the upcoming annual general meeting for
sharaholders to consider.

Types of Awards. The awards that may be granted under the plan include
options, incentive share options, restricted Shares, share appreciation rights,
dividend equivalents, share payments, deferred shares and restricted share
units.

Eligibility. We may grant awards to directors, employees and consultants of our
Company, any parent or subsidiary of cur Company, or any of our related entities
that our Board designates as a related entity for the purposes of the 2011 Share
Incentive Plan, Our compansation committes may from time 1o time select from

among eligible individuals those to whom awards shall be granted. However,
only employees of our Company or of a parent or subsidiary of our Company are
eligible to receive incentive share option awards,

Maximum Numbar of Shares. The maximum aggregate number of Shares which
may be issued pursuant to all awards under the 2011 Share Incentive Plan is
100,000,000 Shares, which represents approximately €2% of the issued share
capital of the Company as at the date of approval of the 2011 Share Incentive
Plan by our Sharehalders at the extraordinary general mesating on October &,
2011, This limit may be increased from time to time, but by no more than 10% of
the Shares than in issue as at the date of the Sharaholders’ meating to approve
such increase. The Shares which may be issued upon exercize of all outstanding
awards granted and yet to be exercised under the plan shall not exceed 30% of
the Shares in issue from time to time, as prescribed under relevant Listing Rules,

Maximum Entitlement of Option Holders. The maximum aggregate number
of Shares underlying an option grant shall not, in any 12-month period up to
the date of grant, excead 1% of the number of Shares in issue on the date of
grant, unless Shareholders” approval is obtained in accordance with the Listing
Rules. The maximum aggregate number of Shares to be Issued upon exercise of
optiens granted to a substantial Shareholder or an independent non-axecutive
director of our Company, or any of their regpective associates, shall not exceed
0.1% of the Shares in issue on the offer date or have an aggregate value, based
an the official closing price of the Shares as quoted by tha Stock Exchange
on the offer date, in excess of HKSS million, unless Shareholders’ approval is
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obtained in accordance with the Listing Rules. Such limits may be amended
from time to time by the Stock Exchange, Our compensation committee may
not grant options to a director, chief executive or substantial Shareholder of our
Company, or any of their respective associates, without approval by indepandent
non-executive Directors on the compensation committee at the time of such
datermination.

Option Periods and Payments. Our compensation committes may in its
discretion determine, subject to the plan expiration period: the period within
which Shares must be taken up under an option; the minimum period, if any,
for which an option must be held before it can be exercised; the amount, if any,
payable on application or acceptance of the option; and the period within which
paymaents or calls must or may be made.

Plan Administration. Our compensation committee will administer the 2011
Share Incentive Plan and has the power to, among other actions, dasignate
aligible participants, datermine the number and types of awards to be granted,
and set the terms and conditions of each award granted. The compensation
committee's decisions are final, binding, and conclusive for all purposes and

upon all parties,

Award Agreement. Awards granted will be evidenced by an award agreement
that sets forth the terms, conditions and limitations for each award.

Exercise Price. In general, the compensation committee may establish the exercisa
price or purchase price, if any, of any award. The exercise price of an option
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may be a fixed or variable price related to the fair market value of our Shares,
but in any event shall not be less than the highest of. the official closing price
guoted on the Stock Exchange on the date such option is offered in writing to a
participant, or the offer date; tha average of the official closing prices as quoted
on the Stock Exchange for the five business days immediately preceding the
offar date; and the nominal value of a Share. |f we grant an incentive share option
award to an employee who, at the time of that grant. owns Shares representing
mare than 10% of the vaoting power of all classes of our Shares, the axercise
price may not ba less than 110% of the fair market value of our Shares on the
date of that grant.

Term of Awards. The term of each award shall be stated in the award
agreament, and may not exceed 10 years from the date of the grant. If the
participant ceases to be eligible for any reason, the validity of the award shall
depend on the terms and conditions of the award agreement, An incentive sharg
option may not be exercised upon the earlier of (a) 10 years from the date of
the grant; (b) three months after termination as an employee; and (c) one year
after the date of termination of employment of service on account of disatility or
death,

Transferability. Rights in awards are personal o participants and, except
ag otherwize provided by our compensation committes, no award shall be
assigned, translered, or otherwise disposed of by a participant other than by will
or the laws of descent and distribution.
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Adjustments. In the event of any share split, combination or axchange of shares,
spin-off, recapitalization, reorganization, merger, consolidation or any other
change affecting ocur share capital, our compensation committee shall make
proportionate and equitable adjustmeants to reflect such change with respect to:
{i) the aggregate number and types of shares that may be issued under the plan;
{ii) the terms and conditions of any outstanding awards; and (ji) the grant price or
exercise price per share for any outstanding awards.

Change in Control and Corporate Transactions. In the event of a change in the
control of cur Company, our compensation committee may in its sole discretion
provida for termination, purchase or realization of awards, or replacement of
awards with other rights or property. Upon the consummation of a merger
or consolidation in which our Company is not the surviving entity, a sale of
substantially all of cur assets, the complete liquidation or dissolution of our
Company or a reverse takeover, each award will terminate, unless the award is
assumed by the successor entity. If the successor entity assumes the award or
replaces it with a comparable award, or replaces the award with a cash incentive
program and provides for subsequent payout, the replacemaent award or cash
incentive program will automatically become fully wvested, exercisable and
payable, as applicable, upon termination of the participant’'s employment without
cause within 12 months of such corporate transaction. If the award is neither
assumed nor replaced, it shall become fully vested and exercisable and released
from any repurchase or forfeiture rights immediately prior to the effective date of
such corporate transaction, provided that the participant remains eligible on the
effective date of the corporate iransaction.

Amendment and Termination. With the approval of the Board, our
compensation committee may terminate, amend or modify the 2011 Share
Incentive Plan, except certain amendments requiring Shareholders” approval
pursuant to the applicable law. Except amendments made pursuant to the
above, no termination, amendment, or medification of the 2011 Share Incentive
Plan shall adversely affect in any material way any award previously granted
under the 2011 Share Incentive Plan or any previous plans, without the prior
written consent of the participant.

Expiration. The 2011 Share Incentive Plan will expire 10 years after December
T, 2011, the date on which it bacame effective. Mo awards may be granted
pursuant to the 2011 Share Incentive Plan after that time.

Vesting Schedule. In general, our compansation committee determined, or the
award agreement would specify, the vesting schedule,

As of Decamber 31, 2014 the unvestad share opticns granted under the 2011
Share Incentive Plan represented approximately 0.163% of our issued share
capital. If all the unvested shara options were to be exercised and wvested
during the year anded December 31, 2014 on an unaudited pro-forma basis,
there would be a diution effect on the sharahcldings of our Sharsholders of
approximately 0.163% and basic earnings per share of US$0.0006.
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MCP adopted the MCP Share Incentive Plan to promote the success and
enhance the value of MCP by linking the personal interests of members of the
board of directors, employees and consultants of MCR its subsidiaries, holding
companies and affiliated companies. The MCP Share Incentive Plan, with
amendments, was approved by MCP sharehciders at the annual steckholders
meating held, and became effective, on June 21, 2013. The MCP Share Incentive
Plan was also approved by our Shareholders at the extraordinary general
meating on Juna 21, 2013, The Philippine Securities and Exchange Commission
approved such amandments on June 24, 2013, which is the effective date of the
MCP SIP

The following paragraphs summarize the principal terms of the current MCP
Share Incentive Plan. Amendments to the MCP Share Incentive Plan as a
result of the proposed voluntary withdrawal of listing of our shares on the
Stock Exchange will be proposed to the upcoming annual general meeting for
shareholders to consider.

Types of Awards, The awards that may be granted under the MCP Share
Incentive Plan include options, incentive share options, restricted shares, shara
appreciation rights. dividend equivalents, share payments, deferred shares and
restricted shara units.

Eligibility. The compensation committee of the board of directors of MCP may
grant awards to employeas, directors and consultants of MGR its subsidiary,
holding companies and affilated companies for the purposes of the MCP Share
Incentive Plan. The compensation committee of the MCP Board may, from time
to time, select from among all eligible individuals, those to whom awards shall be
granted,
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Plan Limit. The maximum aggregate number of MCP Shares which may
be issued pursuant to all awards under the MCP 3hare Incentive Plan is
442,630,330, In any event, the total number of MCP Shares which may be issued
pursuant to all awards under the MCP Share Incentive Plan shall not exceed
10% of the issued capital stock of MCP at the date of our Shareholders approval
of the MCP Share Incentive Plan. The overall limit on the number of MCP Shares
which may be issued upon exercise of all outstanding awards granted and yet to
be axercised under the MCP Share Incentive Plan and any other share incentiva
plans of MCP must not excead 5% of tha MCP Shares in issue from tima to time.

Maximum Entitlement of Option Holders. The maximum aggregate number
of MCP Shares underlying option grants to each participant shall not, in
any 12-month period up to the date of grant, exceed 1% of the number of
MCP Shares in issue, unless the approval of our Sharsholders is obtained in
accordance with the Listing Rules. If the aggregate number of MCP Shares to
be issued upon exercise of options granted to a substantial shareholder or an
independent non-executive director of the Company, or any of their respective
associates, exceeds 0.1% of the MCP Shares in issue on the offer date, and
hawve an aggregate walue, based on the official closing price of the MCP Shares
as stated in the daily quotation sheets of the Philippine Stock Exchange on the
offer date, in excess of an amount in peso which is equivalent to HKS5 millien
or such other sum as may be from time to time provided under the Listing
Rules, the approval of our Shareholders shall be obtained in accordance with
the Listing Rules. Any grant of optien to a director, chief executive or substantial
shargholder of MCP or the Cempany, or any of their respective asscciates,

shall be subject to the approval by independent non-executive directors of our
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compensation committes at the time of such determination {and in the event
that the compensation committee of the board of directors of MCP offers to
grant options to an independent non-executive director of the compensation
committee of the Company at the time of determination, the wote of such
independent non-executive director shall net be counted for the purposes of
approving such grant).

Option Pericds and Payments. The compensation commitiee of the board
of directors of MCP may in its discretion determine, subject to the expiration
date of the MCP Share Incentive Plan, the pericd at which an option may be
exercised, in whola or in part, including exercised prior to vesting. The MCP
compensation committes shall also determine the condition, if any, that must be
satisfied before all or part of an option may be exercised including the methods
by which the exercise price is paid.

Administration. The MCP compensation committee will administer the MCP
Share Incentive Plan and has the power to, among other actions, designate
eligitle participants, determine the number and types of awards to be granted,
and determine the terms and conditions of each award granted.

Award Agreement. Awards granted will be evidenced by an award agreament
that sets forth the terms and conditions for each award.

Exercise Price. The MCP compensation committee determine the exercise
price per share subject to an option, or purchase price, If any, of any award in
compliance with the Listing Rules and the Securities Law from time to time.
There is no requirement under the Philippine law for datermining the exarcisa
price of the options, except the exercise price shall not be below the par value
of the shares. The MCP compensation committes has the absolute discretion
in determining the exercise price of the options but in any event shall be in
compliance with the Listing Rules and the Securities Regulation Code of the
Philippines {as amendad and the rules and regulations promulgated thereundar).
It MCP grants an Incentive share optlon award to an individual who, at the time
of that grant, owns shares representing more than 10% of the voting power of all
classes of MCP Shares, the exercise price may not be less than 110% of the fair
market value of the MCP Shares on the date of that grant.

Term of Awards, The term of sach award shall be stated in the award
agreement, and may not exceed ten years from the date of the grant. If the
participant ceases to be eligble for any reason, the validity of the award shall
depend on the terms and conditions of the award agreement. Incentive share
options may not be exercised, among others, three months after termination of
employment as an employee.

Transferability. Rights in awards are personal to participants, No award shall be
assigned, transferred, or otherwise disposed of by a participant other than by will
or the laws of descent and distribution.
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Adjustmaents. In the event of a capitalization issue, rights issue, sub-division
or consolidation of MCP Shares or reduction of capital or any other change
affecling the entiiement or benefits of the MCP Shares or the share price of
a MCP Share, the compensation committee of the MCP Board shall make
propertionate and equitable adjustments to reflect such change with respect to:
[i) the aggregate number and types of shares that may be issued undes the MCP
Share Incentive Plan; (i) the terms and conditions of any outstanding awards;
and (jii) the grant price or axercise price per share for any cutstanding awards, in
order to preserve, but not increase, the benafits or potential benefits intended to
be made avallable under the MCP Share Incentive Plan.

Change in Control and Corporate Transactions. In the event of a change in the
control of MCP. the compensation committes of the MCP board of directors may
in its sole discretion provide for termination, purchase or realization of awards,
or replacement of awards with other rights or property, Upen the consummation
of an amalgamation, arrangement or consolidation in which MCP is not the
surviving enlity, a sale of substantially all MCP assets, the complete liquidation
or dissolution of MCP or a reverse takecver, sach award will terminate unless the
award is assumed by the successor entity. If the successor entity assumes the
award or replaces it with a comparable award, or replaces the award with a cash
incentive program and provides for subsequent payout, the replacemant award
or cash incentive program will automatically become fully vested, exercisable
and payabla, as applicable, immediately upon termination of the participant's
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employment without cause within twelve months of such corporate transaction.
It the award is neither assumed nor replaced, it shall automatically become fully
vested and exercisable and released from any repurchase or forfeiture rights
immediately prior to the effective date of such corporate transaction, provided
that the participant remains eligitde on the effective date of the corporate
transaction.

Amendment and Termination. Subject to applicable law or regulation, the
MCP compansation committea may terminate, amend or moedify the MCP Shara
Incentive Plan upon obtaining the approval of MCP Board. If required by any
applicable law or regulations, the approval of the shareheolders of MCP and
the Company for the amended plan shall also be obtained. Mo amendment,
maodification or termination shall adversely affect in any material way any award
previously granted under MCP Share Incentive Plan without the prior written
consent of the participant,

Expiration. The MCP Share Incentive Plan will expire ten years after June
24, 2013, the date on which it became effective. No awards may be granted
pursuant to the MCP Share Incentive Plan after that tima,

Vesting Schedule. In general, the compensation committes of the board of
directors of MCP determines, and the award agreement would specify, the
vesting schedule.
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