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PART I FINANCIAL INFORMATION

Iltem 1. Consolidated Financial Statements

SM INVESTMENTSCORPORATION ANDSUBSIDIARIES

Consolidated Financial Statements
June 30, 2013, December 31, 2012, and Decemb&031,
and for the Six Months Ended June 30, 2013 and 2012



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(Amounts in Thousands)

June 30, December 31, December 3:
2013 2012 2011
(Unaudited) (Restated) (Restatell
ASSETS
Current Assets
Cash and cash equivalents (Notes 5, 16, 20, 22%nd B58,156,753 B60,714,720 56,050,32
Time deposits and short-term investments (Notd8620, 24 and 25) 21,545,763 29,090,335 879,41(
Investments held for trading and sale (Notes 720024 and 25) 1,169,733 2,854,541 1,939,70
Receivables (Notes 8, 15, 20, 24 and 25) 24,056,337 16,365,552 11,764,85
Merchandise inventories - at cost (Note 21) 13,267,287 13,402,762 13,436,45
Other current assets (Notes 9, 14, 15, 20, 24 §pd 2 23,036,822 23,458,208 17,189,74
Total Current Assets 141,232,695 145,886,118 101,260,48
Noncurrent Assets
Available-for-sale investments (Notes 10, 20, 24 28) 17,475,271 16,912,646 12,453,18
Investments in shares of stock of associates (MNbte 130,201,898 128,453,744 88,417,84
Time deposits (Notes 6, 18, 20, 24 and 25) 30,974,400 29,432,850 37,416,56
Property and equipment (Note 12) 18,602,482 17,186,517 15,092,35
Investment properties (Notes 13 and 18) 158,883,283 149,970,690 131,275,91
Land and development (Note 14) 36,491,732 30,197,862 23,012,45
Intangibles (Note 15) 18,523,718 15,354,200 15,354,20
Deferred tax assets - net (Note 22) 994,667 642,105 694,64
Other noncurrent assets (Notes 15, 20, 24 and 25) 33,460,923 27,976,519 24895,63:
Total Noncurrent Assets 445,608,374 416,127,133 34,112,78
P586,841,069 PB562,013,251 PA44%973,27:
LIABILITIES AND EQUITY
Current Liabilities
Bank loans (Notes 16, 20, 24 and 25) B37,475,390 B31,793,975 B5,747,92
Accounts payable and other current liabilities @017, 20, 24 and 25) 57,013,590 57,865,876 44,749,80
Income tax payable 1,335,077 1,474,045 1,331,04
Current portion of long-term debt (Notes 13, 18,20 and 25) 22,405,436 13,859,558 7,920,96
Dividends payable (Notes 24 and 25) 234,910 97,282 25,69¢
Total Current Liabilities 118,464,403 105,090,736 79,775,43
Noncurrent Liabilities
Long-term debt - net of current portion (Notes 18, 20, 24 and 25) 167,601,845 174,532,871 128,464,01
Derivative liabilities (Notes 24 and 25) 194,450 244,330 237,98l
Deferred tax liabilities - net (Note 22) 5,106,491 4,605,703 401,34«
Tenants’ deposits and others (Notes 13, 23, 228hd 16,454,954 15,748,135 13,789,78
Total Noncurrent Liabilities 189,357,740 195,131,039 14,093,13.
Total Liabilities 307,822,143 300,221,775 226,868,236
Equity Attributable to Owners of the Parent
Capital stock (Note 19) 6,305,171 6,229,746 6,121,64
Stock dividend distributable (Note 19) 1,570,000 - -
Additional paid-in capital (Note 19) 50,648,550 42,858,920 35,536,61
Equity adjustments from business combination usdermon
control (Note 19) (2,332,796) (2,332,796) (2,332,79€
Cost of Parent common shares held by subsidiavete(19) (125,906) (125,906) (263,195
Cumulative translation adjustment of a subsidiary 1,056,799 266,915 428,05¢
Actuarial losses (311,964) (264,111) (144,563
Net unrealized gain on availa-for-sale investments (Notes 10 and 11) 9,957,823 11,718,559 7,008,06
Retained earnings (Note 19):
Appropriated 27,000,000 35,000,000 5,000,00t
Unappropriated 106,472,551 94,833,613 10620,23
Total Equity Attributable to Owners of the Parent 200,240,228 188,184,940 158,74,06:
Non-controlling Interests 78,778,698 73,606,536 64,630,64¢
Total Equity 279,018,926 261,791,476 22804,71.
P586,841,069 562,013,251 P44973,27.

See accompanying Notes to Consolidated FinanciéStents.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

(Amounts in Thousands, Except Per Share Data)

Six months ended June 30

2013 2012
(Unaudited) (Unaudited)
REVENUE
Sales:
Merchandise B83,590,362 P73,819,832
Real estate and others 12,898,374 12,733,654
Rent (Notes 13, 20 and 23) 13,265,804 11,283,479
Equity in net earnings of associates (Note 11) 7,955,933 3,510,721
Cinema ticket sales, amusement and others 2,694,928 2,167,770
Dividend income, management fees, and others (Rlat8, 20 and 25) 1,704,920 1,623,034
122,110,321 105,138,490
COST AND EXPENSES
Cost of sales:
Merchandise (Note 21) 63,267,434 54,889,955
Real estate and others 7,554,329 8,088,670
Selling, general and administrative expenses 25,754,545 22,029,977
96,576,308 85,008,602
OTHER INCOME (CHARGES)
Interest expense (Notes 14, 16, 18, 20, 24 and 25) (5,429,829) (4,674,530)
Interest income (Notes 5, 6, 7, 10, and 20) 1,948,366 2,271,975
Gain (loss) on fair value changes on derivativest-
(Notes 18 and 25) (737,224) 116,679
Foreign exchange gain and others (Notes 11, 12,8,24 and 25) 344,362 407,653
(3,874,325) (1,878,223)
INCOME BEFORE INCOME TAX 21,659,688 18,251,665
PROVISION FOR (BENEFIT FROM) INCOME TAX (Note 22)
Current 3,393,582 2,955,529
Deferred 182,873 (46,118)
3,576,455 2,909,411
NET INCOME P18,083,233 P15,342,254
Attributable to
Owners of the Parent (Note 26) B12,632,012 B10,916,822
Non-controlling interests 5,451,221 4,425,432
P18,083,233 P15,342,254
Earnings Per Common ShargNote 26)
Basic B20.2 R17.8

See accompanying Notes to Consolidated FinanciéStents.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

(Amounts in Thousands, Except Per Share Data)

Three months ended Jun880

2013 2012
(Unaudited) (Unaudited)
REVENUE
Sales:
Merchandise B47,380,555 P39,399,723
Real estate and others 6,605,145 6,714,96.
Rent (Notes 13, 20 and 23) 6,849,638 5,865,75!
Equity in net earnings of associates (Note 11) 2,306,774 1,845,441
Cinema ticket sales, amusement and others 1,593,670 1,163,86.
Dividends, management fees, and others (Notes, 2018nd 25) 533,550 543,889
65,269,332 55,533,642
COST AND EXPENSES
Cost of sales:
Merchandise (Note 21) 36,623,493 29,281,155
Real estate and others 3,859,498 4,462,23
Selling, general and administrative expenses 13,903,706 12,200,926
54,386,697 45,944,318
OTHER INCOME (CHARGES)
Interest expense (Notes 14, 16, 18, 20, 24 and 25) (2,584,304) (2,418,138)
Interest income (Notes 5, 6, 7, 10 and 20) 933,903 1,095,60:
Gain on fair value changes on derivatives - netéN@ and 25) 573,519 42,908
Foreign exchange gain and others (Notes 11, 12,8,24 and 25) 109,074 189,432
(967,808)  (1,090,190)
INCOME BEFORE INCOME TAX 9,914,827 8,499,134
PROVISION FOR/(BENEFIT FROM) INCOME TAX (Note 22)
Current 1,877,369 1,584,88i
Deferred 84,527 (255,783
1,961,896 1,329,103
NET INCOME B7,952,931 R7,170,031
Attributable to
Equity holders of the Parent (Note 26) B5,243,369 RP4,869,441
Non-controlling interests 2,709,562 2,300,590
B7,952,931 B7,170,031
Earnings Per Common ShargNote 26)
Basic P8.4 R7.9

See accompanying Notes to Consolidated FinanciéStents.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Amounts in Thousands)

Six months ended June 30

2013 2012
Unaudited Unaudited
NET INCOME P18,083,233 P15,342,254
OTHER COMPREHENSIVE INCOME
Share in unrealized gain/(loss) on available-fde-gavestments of associates -
net (Notes 10 and 11) (2,131,343) 333,242
Net unrealized gain on availa-for-sale investments (Note 10) 1,183,350 3,702,934
Income tax relating to components of other compmnsive income 34,645 122,789
Actuarial losses (42,984) (59,791)
Cumulative translation adjustment of a subsidiary 1,043,139 (180,430)
86,807 3,918,744
TOTAL COMPREHENSIVE INCOME P18,170,040 P19,260,998
Attributable to
Owners of the Parent B11,613,307 B13,457,478
Non-controlling interests 6,556,733 5,803,520
P18,170,040 B19,260,998

See accompanying Notes to Consolidated FinanciéStents.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(Amounts in Thousands, Except Per Share Data)

Non-controlling Total
Equity Attributable to Owners of the Parent Interests Equity
Equity
Adjustments Cost of Paren
from Common Net Unrealizec
Business Shares Gain on
Combination Held Cumulative Available-
Additional Under by Translation for-Sale  Appropriated Unappropriated
Stock Dividend Paid-in Common Subsidiari Adjustment Investments Retained Retained
Capital Stock Distributable Capital Control es of a Actuarial (Notes10 ant Earnings Earnings
(Note 19)  (Note 19) (Note 19) (Note 19) (Note 19 Subsidiary losses 11) (Note 19) (Note 19) Total
Balance at December 31, 2012, as previously regiorte R6,229,746 - B42,858,920 (R2,332,796) 127B,906 P266,915 P— B1,718,55 P35,000,000 P94,458,694 P188,074,132 P73,570,846 P261,644,978
Prior period adjustments (Notes 3 and 27) — - — — - — (264,111) - — 374,920 110,809 35,689 146,498
Balance at December 31, 2012, restated 6,229,746 - 42,858,920 (2,332,796) (125,906 266,915 (264,111) 11,718,55 35,000,000 94,833,614 188,184,941 73,606,535 261,791,476
Net income for the peric - - - - - - - - - 12,632,012 12,632,012 5,451,221 18,083,233
Other comprehensive income - - - - - 789,884 (47,853) (1,760,736 - - (1,018,705) 1,105,512 86,807
Total comprehensive income for the period - - - - - 789,884 (47,853) (1,760,736 - 12,632,012 11,613,307 6,556,733 18,170,040
Cash dividends - R11.80 a share (Note 19) - - - - - - - - - (7,423,075) (7,423,075) - (7,423,075)
Stock dividends — 25% (Notes 19 and 29) - 1,570,000 - - - - - - - (1,570,000) - - -
Reversal of appropriation (Note 19) - - - - - - - - (8,000,000) 8,000,000 - - -
Issuance of Parent common shares 75,425 - 7,789,630 - - - — - - 7,865,055 - 7,865,055
Decrease in previous year's non-controlling interes - - - - - - - - - - - 517,562 517,562
Cash dividends received by non-controlling intesest — - — — - — — - — - - (1,902,132) (1,902,132)
Balance at June 30, 2013 B6,305,171 B1,570,000 P50,648,550 (B2,332,796) 12FED06 B1,056,799 (311,964) $957,82: B27,000,000 P106,472,551 B200,240,228 B78,778,698 B279,018,926
Balance at December 31, 2011, as previously regoorte B6,121,640 - P35,536,615 (B2,332,796) 26195 B428,058 B— B008,06 B5,000,000 P106,167,942 P157,666,331 B64,620,530 B222,286,861
Prior period adjustments (Notes 3 and 27) - - - - - - (144,563) - - 352,295 207,732 10,119 217,851
Balance at December 31, 2011, restated 6,121,640 - ,538%15 (2,332,796) (263,195 428,058 (144,563) 7,008,06 5,000,000 106,520,237 157,874,063 64,630,649 222,504,712
Net income for theperiod - - - - - - - - - 10,916,822 10,916,822 4,425,432 15,342,254
Other comprehensive income,restated - - - - (141,345) (47,815) 2,729,388 - - 2,540,656 1,378,088 3,918,744
Total comprehensive income for the period - - - - (141,345) (47,815) 2,729,848 - 10,916,822 13,457,478 5,803,520 19,260,998
Cash dividends - P10.40 a share (Note 19) - - - - - - - - (6,383,630) (6,383,630) - (6,383,630)
Issuance of Parent common shares 17,106 - 758,458 - - - - - - - 775,564 - 775,564
Increase in previous year's non-controlling intéses - - - - - - - - - - - (875,004) (875,004)
Cash dividends received by non-controlling interest - - - - - - - - - = - (1,528,299) (1,528,299)
Balance at June 30, 2012, restated P6,138,746 - 288673 (P2,332,796) 783,195 P286,713  (P192,378) P9,737388 __ B5,000,000 P111,053,429  P165,723,475 P68,030,866 P233,754,.341

See accompanying Notes to Consolidated FinancééBtents.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(Amounts in Thousands)

Six months endedJune 30

2013 2012
Unaudited Unaudited
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax B21,659,68 B18,251,665
Adjustments foi
Interest expense 5,429,82' 4,674,530
Depreciation and amortization (Notes 12 and 13) 4,607,642 3,808,275
Equity in net earnings of associates (Note 11) (7,955,93) (3,510,721)
Interest income (1,948,361 (2,271,975)
Gain on disposal of investments and propertiest {Motes 11, 12, 13
and 15) (179,831) (6,181)
Loss on fair value changes on derivatives - netéNe5) 737,22 23,928
Gain on available-for-sale investments and faiu@&hanges on
investments held for trading - net (Notes 7, i@ a5) (175,839 (136,794)
Dividend income (188,88 (290,491)
Unrealized foreign exchange gain (163,552) (243,008)
Income before working capital changes 21,821,97 20,299,288
Decrease (increase) in:
Land and development (6,293,870) (7,846,118)
Merchandise inventori 135,47! (555,229
Receivables (5,557,64) 115,489
Other current assets (12,548,192 (22,568,066)
Increase (decrease) in:
Accounts payable and other current liabilities 8,007,01. (2,871,287)
Dividends payab 137,62¢ -
Tenants’ deposits and oth 706,81¢ 2,715,18
Defined benefit liability 11,238 (32,378)
Net cas provided by (used in) operations 6,420,44 (10,743,174)
Income tax pai (3,532,551 (3,122,52)
Net cas provided by (used in) operating activities 2,887,89 (13,865,695)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of:
Investments in shares of stock of associates 1,27( 83,109
Property and equipment 253,24: 10,942
Available-for-sale investments 2,794,53 18,755
Additions to:
Investment properties (Note 13) (10.210,95) (10,819,897)
Investments in shares of stock of associates (19,501 (5,493,857)
Property and equipment (Note 12) (2,933,49) (2,125,737)
Decrease (increase) in:
Other noncurrent assets (5,15€,01¢) (2,363,662)
Time deposits and sh-term investmen 6,003,02. (32,217,43)
Interest received 1,833,62. 2,200,240
Dividends received (Note 11) 4,113 408,515
Net cash used in investing activit (7,430,16C (50,299,02:

(Forward)



Six months endedJune 30

2013 2012
Unaudited Unaudited
CASH FLOWS FROM FINANCING ACTIVITIES
Availments of:
Long-term debt B35,341,57 B34,829,250
Bank loans 39,903,52 53,524,410
Payments o
Long-term debt (30,943,571) (6,983,745)
Bank loans (34,280,61) (19,304,340)
Interest (5,844,20) (4,313,066)
Dividends paid (7,423,07€ (7,749,495)
Increase (decrease) in non-controlling interests 5,172,16. (875,021)
Net cash provided by financing activit 1,925,80. 4,233,787
DECREASE IN CASH AND CASH EQUIVALENTS (2,616,467) (18,766,840)
EFFECT OF EXCHANGE RATE CHANGES
ON CASH AND CASH EQUIVALENTS 58,50( 62,913
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR 60,714,720 56,050,322
CASH AND CASH EQUIVALENTS
AT END OF THE PERIOD B58,156,75 B37,346,395

See accompanying Notes to Consolidated FinanciéBients.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Corporate Information

SM Investments Corporation (SMIC or Parent Compavag incorporated in the Philippines on
January 15, 1960. On June 3, 2009, the Philippewirities and Exchange Commission (SEC)
approved the amendment of SMIC’s articles of inooaion for the extension of the Company’s
corporate life for another 50 years from January2D80. Its registered office address is 10th
Floor, One E-Com Center, Harbor Drive, Mall of ASlamplex, CBP-1A, Pasay City 1300.

The Parent Company and its subsidiaries (collegtineferred to as the Group), and its associates
are involved primarily in shopping mall developmenmetail, real estate development and tourism,
hotels and conventions and financial services &hers.

The Parent Company'’s shares of stock are publiaiet in the Philippine Stock Exchange
(PSE).

2. Basis of Preparation, Statement of Compliance andl@nges in Accounting Policies

Basis of Preparation

The consolidated financial statements of the Gilvaye been prepared on the historical cost basis,
except for derivative financial instruments, inveshts held for trading and available-for-sale
(AFS) investments, which have all been measurégiratalue. The consolidated financial
statements are presented in Philippine peso, whittte Group’s functional and presentation
currency under Philippine Financial Reporting Stadd (PFRS). All values are rounded to the
nearest thousand, except when otherwise indicated.

Statement of Compliance

The consolidated financial statements have begraped in compliance with PFRS. PFRS
includes statements named PFRS, Philippine Accogi8tandards (PAS) and Philippine
Interpretations from International Financial Repagtinterpretations Committee (IFRIC) issued
by the Financial Reporting Standards Council (FRSC)

Changes in Accounting Policies

The accounting policies adopted are consistent thitke of the previous financial year, except for
the adoption of the following amended PFRS, whieheradopted starting January 1, 2012. The
adoption of the amended standards and interpretatim not have any impact on the Group’s
consolidated financial statements.
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Amendments to Standards and Interpretations

PFRS 7 (Amendmentlsinancial Instruments: Disclosures - Transfers @id&ncial Assets,
became effective for annual periods beginning du011

PAS 12 (Amendmentjncome Taxes - Deferred Tax: Recovery of Underlhpisgetshecame
effective for annual periods beginning Januargqi,2

Philippine Interpretation Questions and Answers £)&011-02, PFRS 3.2ommon Control
Business Combinationeffective January 1, 2012

Philippine Interpretation Q&A 2011-03\ccounting for Intercompany Loagreffective
January 1, 2012

PAS 1,Financial Statement PresentatigAmendment) Presentation of Items of Other
Comprehensive Incomeill become effective July 1, 2012.

Amendments to PFRS 1 — Government Loans. Thislatdris not applicable to the Group.
Philippine Interpretation IFRIC 2@&tripping Costs in the Production Phase of a Siafa
Mine, effective January 1, 2013.

PAS 19 Employee Benefits (Revisgedjfective January 1, 2013. Amendments to PAS 19
range from fundamental changes such as removingptiiglor mechanism and the concept of
expected returns on plan assets to simple cldiifics.and rewording. The revised standard
also requires new disclosures such as, among otheegsitivity analysis for each significant
actuarial assumption, information on asset-liapilitatching strategies, duration of the
defined benefit obligation, and disaggregationlahmssets by nature and risk.

The Group reviewed its existing employee benefit @etermined that the amended standard
has a significant impact on its accounting forregtient benefits. The Group obtained the
services of an external actuary to compute theiggpplmendments retrospectively from
January 1, 2011. The impact to the financial states upon adoption of the standard are
detailed in Note 3.

The Group assessed that the following standard®tbave significant impact on its consolidated
financial statements:

PFRS 7Financial Instruments: Disclosurd&mendment) Offsetting Financial Assets and
Financial Liabilities,effective January 1, 2013

Transition guidance on PFRS 10, PFRS 11 and PFR8rh2ndment), effective
January 1, 2013

PFRS 10Consolidated Financial Statemengffective January 1, 2013

PFRS 11Joint Arrangementsffective January 1, 2013

PFRS 12Disclosure of Interests in Other Entitieffective January 1, 2013

PFRS 13Fair Value Measuremengffective January 1, 2013

PAS 27 Separate Financial Statemerfsmendment), as revised in 2011, effective
January 1, 2013

PAS 28,Investments in Associates and Joint Ven{draendment), as revised in 2011,
effective January 1, 2013



Future Changes in Accounting Policies

The following are the new standards, interpretati@mendments and improvements to PFRS and
Philippine Interpretations that were issued butrarieyet effective as at June 30, 2013. The
Group intends to adopt the applicable standardsrgretations, amendments and improvements
when these become effective.

New Standards and Interpretations

= PFRS 9Financial Instrumentswill become effective for annual periods begimgnon or after
January 1, 2015. PFRS 9, as issued, reflectsrdtephase on the replacement of PAS 39 and
applies to the classification and measurementainitial assets and liabilities as defined in PAS
39, Financial Instruments: Recognition and Measuremaffork on impairment of financial
instruments and hedge accounting is still ongaivit) a view to replacing PAS 39 in its entirety.
PFRS 9 requires all financial assets to be measirir value at initial recognition. A debt
financial asset may, if the fair value option (FM®&ot invoked, be subsequently measured at
amortized cost if it is held within a business nddat has the objective to hold the assets to
collect the contractual cash flows and its contralcterms give rise, on specified dates, to cash
flows that are solely payments of principal aneiiast on the principal outstanding. All other
debt instruments are subsequently measured ataflaie through profit or loss. All equity
financial assets are measured at fair value eftitetgh other comprehensive income (OCI) or
profit or loss. Equity financial assets held fiading must be measured at fair value through
profit or loss. For FVO liabilities, the amountdfange in the fair value of a liability that is
attributable to changes in credit risk must be gmé=d in OCI. The remainder of the change in
fair value is presented in profit or loss, unlessspntation of the fair value change in respect of
the liability’s credit risk in OCI would create enlarge an accounting mismatch in profit or loss.
All other PAS 39 classification and measurementiiregnents for financial liabilities have been
carried forward into PFRS 9, including the embeddedvative separation rules and the criteria
for using the FVO.

The Group has made an evaluation of the impadieatoption of this standard. The Group
decided not to early adopt PFRS 9 for its 2013 mteppahead of its effectivity date on January 1,
2015 and therefore the consolidated financial states as of June 30, 2013 do not reflect the
impact of the said standard. Based on this evaludbans and receivables and other financial
liabilities, both carried at amortized cost, andeistments held for trading and available for sale
investments, both carried at fair value, will netdignificantly affected. Upon adoption, these
financial instruments shall continue to be caraedmortized cost and fair value, thus, has no
impact to the Group'’s financial position and penfance.

The adoption of the first phase of PFRS 9 will hameeffect on the classification and
measurement of the Group’s other financial asbetswill potentially have no impact on the
classification and measurement of financial liigi§i.
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= Philippine Interpretation IFRIC 13greements for the Construction of Real Esteteers
accounting for revenue and associated expensestitip®that undertake the construction of real
estate directly or through subcontractors. Therpretation requires that revenue on construction
of real estate be recognized only upon complegaoept when such contract qualifies as
construction contract to be accounted for under PAEonstruction Contractor involves
rendering of services in which case revenue isgeieed based on stage of completion. Contracts
involving provision of services with the constrctimaterials and where the risks and reward of
ownership are transferred to the buyer on a coatiatpasis will also be accounted for based on
stage of completion. The SEC and the FinanciabReyy Standards Council have deferred the
effectivity of this interpretation until the fin&levenue standard is issued by the International
Accounting Standards Board and an evaluation ofgfgirements of the final Revenue standard
against the practices of the Philippine real estatastry is completed. The adoption of this
interpretation will result to a change in the ravemnd cost recognition from percentage of
completion method to completed contract methode Ghoup has made an assessment and is
continuously monitoring the impact of this new mpietation to its consolidated financial
statements.

Amendments to Standards

= PAS 32 Financial Instruments: Presentatigdmendment) Offsetting Financial Assets and
Financial liabilities. The amendments to PAS 32 are to be appliedspbively for annual
periods beginning on or after January 1, 2014. arhendments clarify the meaning of “currently
has a legally enforceable right to offset” and allsoify the application of the

PAS 32 offsetting criteria to settlement systenoglisas central clearing house systems) which
apply gross settlement mechanisms that are nottsineous. The amendment affects
presentation only and have no impact on the Grdiiesicial position or performance.

Basis of Consolidation

Basis of Consolidation from January 1, 20I0he consolidated financial statements comprise th
financial statements of the Parent Company anof @it subsidiaries as at June 30, 2013.

Subsidiaries are fully consolidated from the ddtacgjuisition, being the date on which the Group
obtains control, and continue to be consolidated thre date when such control ceases. The
financial statements of the subsidiaries are pegpfor the same reporting period as the Parent
Company, using consistent accounting policies. irita-group balances, transactions, unrealized
gains and losses resulting from intra-group tramn@as and dividends are eliminated in full.

Non-controlling interests represent the portiopaffit or loss, other comprehensive income and
net assets not held by the Group and are pressapadately in the consolidated statements of
income, consolidated statements of comprehenso@@rie and within equity section in the
consolidated balance sheets, separately from egtiitputable to owners of the Parent.

Losses from a subsidiary are attributed to the ecamirolling interest even if that results in a
deficit balance.
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A change in the ownership interest of a subsidiaithout loss of control, is accounted for as an
equity transaction. If the Group loses controlravsubsidiary, it:

= Derecognizes the assets (including goodwill) aalilities of the subsidiary;

= Derecognizes the carrying amount of any non-calitigpinterest;

= Derecognizes the cumulative translation differemeesrded in equity;

= Recognizes the fair value of the considerationiveck

= Recognizes the fair value of any investment retgine

= Recognizes any surplus or deficit in profit or loss

= Reclassifies the Parent Company’s share of compgemeaviously recognized in other
comprehensive income to profit or loss or retaieachings, as appropriate.

Basis of Consolidation Prior to January 1, 2010ertain of the above-mentioned policies were
applied on a prospective basis. The followinged#hces, however, are carried forward in certain
instances from the previous basis of consolidation:

Transactions with non-controlling interest withéags of control, prior to January 1, 2010, were
accounted for using the parent entity extensiorhowtwhereby, the difference between the
consideration transferred (received) and the ptagaate share of the net assets acquired (sold)
were recoghized as goodwill (negative goodwill).

Losses applicable to the non-controlling interast consolidated subsidiary may exceed the
non-controlling interest in the subsidiary's equifyhe excess, and any further losses applicable to
the non-controlling interest, are allocated againstcontrolling interest to the extent that the
non-controlling interest has a binding obligatio as able to make an additional investment to
cover the losses. If the subsidiary subsequeafipnts profits, such profits are allocated to the
controlling interest until the non-controlling ingst's share in the losses previously absorbed by
the controlling has been recovered. Losses pridahuary 1, 2010 were not reallocated between
non-controlling interest and owners of the Parent.

The income and expenses of a subsidiary are indludhe consolidated financial statements

until the date on which the Group ceases to cotitekubsidiary. The difference between the
proceeds from the disposal of the subsidiary amdatrying amount as at the date of disposal,
including the cumulative amount of any exchangéediinces that relate to the subsidiary
recognized in equity, is recognized in the consaéd statements of income as gain or loss on the
disposal of the subsidiary.
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The consolidated financial statements include te®ants of the Parent Company and the
following subsidiaries:

Percentage of Ownership

June 30, 201: December 31, 2012 December 31, 2011
Company Direct Indirect Direct Indirect Direct Indirect
Shopping Mall Developmen
SM Prime Holdings, Inc. (SM Prime) and
Subsidiaries 22 41 22 41 22 41
Retail
SM Retail, Inc. (SM Retaifind Subsidiaries 100 - 100 - 100 -
Prime Central, Inc. (Prime Central) and Subsidgarie 100 - 100 - 100 -
Rappel Holdings, Inc. (Rappel) and Subsidiaries 100 - 100 - 100 -
Real Estate Development and Tourism
SM Land, Inc. (SM Land) and Subsidiaries: 64 - 67 - 67 -
SM Development Corporation (SMDC) and
Subsidiaries - 65 - 65 - 65
Magenta Legacy, Inc. (Magenta) - 99 - 99 - 99
Associated Development Corporation - 10C - 100 — 100
Mountain Bliss Resort and Development
Corporation (Mt. Bliss) and Subsidiaries 10C - 10C - 10C -
Belleshares Holdings, Inc. (formerly SM
Commercial Properties, Inc.) and Subsidiaries 59 - 59 - 59 -
Intercontinental Development Corporation (ICDC) 72 28 72 28 72 28
Bellevue Properties, Inc. 62 - 62 - 62 -
Tagaytay Resort Development Corporation 33 25 33 25 33 25
Hotels and Conventions
SM Hotels and Conventions Corp. (SM Hotels)
and Subsidiaries 10C - 10C - 10C -
Others
Primebridge Holdings, Inc. (Primebridge) 80 20 80 20 80 20
Asia Pacific Computer Technology Center, Inc. 52 - 52 — 52 -
Multi-Realty Development Corporation (MRDC) 91 - 91 - 91 -
SM Arena Complex Corporation 10C - 100 - - -
Henfels Investments Corp. 9¢ - 99 - - -

Summerhills Home Development Corporation (SHDC)
In 2013, SM Land acquired 51.0% ownership in SHB®Nf parties under common control for a
total consideration of R20.4 million. ConsequgriHDC became a subsidiary of SM Land.

Waltermart Mall

On January 7, 2013, SM Prime entered into a ShitetsoAgreement for the acquisition of
Waltermart Mall. Waltermart Mall is engaged in thesiness of shopping mall operations.
Waltermart Mall currently operates 17 shopping eenaicross Metro Manila, North and South
Luzon. As at June 30, 2013, the final terms amiitimns of the acquisition are still subject to
due diligence and discussion.

Waltermart Supermarket
In 2013, SM Retail acquired 51.0% ownership in \&faftart Supermarket for a total consideration
of B3,569.8 million. Consequently, Waltermart S&uparket became a subsidiary of SM Retail.

Hotel Specialist (Davao), Inc.
In August 2012, SM Hotels incorporated Hotel SpliistiéDavao), Inc., as a wholly owned
subsidiary to engage in and carry on the businkelsstel and resort.

Mindanao Shoppers Daily Destination Corp. (MSDD)
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In July 2012, SM Retail invested B18.8 millionaor equivalent of 75% interest in a newly
incorporated company in the Philippines, MSDD. MBDB engaged in the retail/wholesale
trading of merchandise, such as dry goods, weappgrels, food and other merchandise.
Consequently, MSDD became a subsidiary of SM Retall

SM Arena Complex Corporation (SM Arena)

In March 2012, SMIC incorporated SM Arena, as alytmwvned subsidiary to engage in,
conduct and carry on the business to manage thatopes of Mall of Asia Arena, an
entertainment and sporting events facility thab dlsuses various stores.

My ShoppinglLane Cebu Corporation (MSCC)

In October 2011, SM Retail invested B22.5 millayran equivalent of 75% interest in a newly
incorporated company in the Philippines, MSCC. NMIS€engaged in the retail/wholesale
trading of merchandise, such as dry goods, weappgrels, food and other merchandise.
Consequently, MSCC became a subsidiary of SM Retail

Hyperhome Corp. and Hyperfashion Corp. (subsidiasfeSM Retail)

In 2011, SM Retail incorporated Hyperhome Corp. Hgderfashion Corp. as wholly owned
subsidiaries to engage in, conduct and carry ohtiseess of buying, selling, distributing,
marketing at wholesale and retail, importing, exipgrinsofar as may be permitted by law, all
kinds of goods, commodities, wares and mercharafisgery kind and description such as but not
limited to bags and luggages, clothing line andeasories and other general merchandise on a
wholesale/retail basis.

SM Prime

SM Prime declared a stock dividend in 2012 whigulted in an increase of 752.4 million and
1,423.4 million common shares held by SMIC and Sind, respectively. The declaration of
stock dividend by SM Prime did not result in a dpam ownership interest of the Group.

On October 14, 2010, SM Prime has undergone an irttenad placement and engaged into a
Placement Agreement with SM Land (Selling Sharedyldnd CLSA Limited and Macquarie
Capital (Singapore) Pte. Limited (the “Joint Boakners”). As stated in the Placement
Agreement, SM Land shall sell its 569.6 million $Mme common shares (the “Sale Shares”)
with a par value of B1.00 per share at B11.5€(®frice) per share to the Joint Bookrunners, or
to investors that the Joint Bookrunners may proourtside the Philippines (the “International
Placement”).

Contemporaneous with the signing of the Placemegné@ment, SM Prime likewise entered into a
Subscription Agreement with SM Land, where theelattill not directly receive any proceeds
from the International Placement but has conditigragreed to subscribe for new SM Prime
common shares (out of its authorized but unissapdtal stock) in an amount equal to the
aggregate number of the Sale Shares sold by SM aadubscription price of B11.50 per share,
which is equal to the Offer Price of the Sale Skare

SM Land was able to sell through the Joint Bookessrthe total Sale Shares of 569.6 million
SM Prime common shares. Likewise, SM Land subsdrfor and SM Prime issued to SM Land
the same number of new SM Prime common shares.

The placement and subscription agreements resol®8% decrease in total direct and indirect
ownership of the Group over SM Prime.

SMDC
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SMDC declared a stock dividend in 2012 which reutb an increase of 1.1 million and
549.4 million common shares held by SMIC and SMd,aespectively. The declaration of stock
dividend by SMDC did not result to a change indlaership interest of the Group.

In 2012, SMDC acquired Guadix Land Corporation (gLGscona Land Company, Inc. (LLCI)
and Metro South Davao Property Corporation (MSDRECR498.4 million, B1,500.0 million and
R600.0 million, respectively, and became its wholvned subsidiaries (see Note 15).

In 2011, SMDC acquired Twenty Two Forty One Prapsrtinc. (TTFOPI) for B195.6 million
and became its wholly owned subsidiary (see Noje 15

In 2010, SMDC acquired Vancouver Lands, Inc. (Miol) B566.6 million and became its wholly
owned subsidiary (see Note 15).

In January and October 2010, SMDC had a stockgigffering to eligible existing common
shareholders of SMDC at the proportion of one sgifitare for every three existing common
shares held as at record date, at an offer pri&3@0 and B6.38 per rights share, respectively.

SMIC acquired a total of 4.04 million additional $X@ shares for a total cost of 220.8 million.
The availment of additional shares from the safdrofg did not result to a change in ownership
interest of SMIC in SMDC.

SM Land acquired a total of 2,114.5 million additad SMDC shares for a total cost of
P10,840.0 million, a fraction of which totaling 3@.9 million SMDC shares or a total cost of
P115.2 million was purchased by SM Land from theubbscribed portion of the aggregate stock
rights offered by SMDC. The availment of additibglaares resulted to a 0.6% increase in SM
Land’s interest in SMDC.

3. Summary of Significant Accounting Policies

Cash and Cash Equivalents

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

Time Deposits and Short-term Investments

Time deposits and short-term investments are dasiements, shown under current assets, with
original maturities of more than three months lesslthan one year. Time deposits which will
mature twelve months after the reporting periodpaesented under noncurrent assets.

Financial Instruments - Initial Recognition and Seduent Measurement

Date of RecognitionThe Group recognizes a financial asset or a firgtieibility in the

consolidated balance sheets when it becomes atpdttg contractual provisions of the

instrument. In the case of a regular way purcloasale of financial assets, recognition and
derecognition, as applicable, are done using s&tthé date accounting. Regular way purchases or
sales are purchases or sales of financial ass#teetijuire delivery of assets within the period
generally established by regulation or conventiothe market place. Derivatives are recognized
on a trade date basis.
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Initial Recognition of Financial Instrument&inancial instruments are recognized initiallyat f
value, which is the fair value of the consideratifiven (in case of an asset) or received (in cése o
a liability). The initial measurement of financiaktruments, except for those classified as fair
value through profit or loss (FVPL), includes tracison cost.

Subsequent to initial recognition, the Group clEssiits financial instruments in the following
categories: financial assets and financial liabsiat FVPL, loans and receivables, HTM
investments, AFS investments and other financdilities. The classification depends on the
purpose for which the instruments are acquiredvemether they are quoted in an active market.
Management determines the classification at ini#abgnition and, where allowed and
appropriate, re-evaluates this classification argveporting date.

Determination of Fair ValueThe fair value of financial instruments traded ativee markets at
reporting period is based on their quoted markieepr dealer price quotations (bid price for long
positions and ask price for short positions), withany deduction for transaction costs. When
current bid and asking prices are not available pifice of the most recent transaction provides
evidence of the current fair value as long as thagenot been a significant change in economic
circumstances since the time of the transaction.

For all other financial instruments not listed maxctive market, the fair value is determined by
using appropriate valuation techniques. Valuatemhniques include net present value
techniques, comparison to similar instruments foiclv market observable prices exist, options
pricing models and other relevant valuation models.

“Day 1" Difference. Where the transaction price in a non-active markdifferent from the fair
value of other observable current market transastio the same instrument or based on a
valuation technique whose variables include onta di@am observable market, the Group
recognizes the difference between the transactice pnd fair value (a “Day 1" difference) in the
consolidated statements of income unless it gealior recognition as some other type of asset or
liability. In cases where use is made of data Wwismot observable, the difference between the
transaction price and model value is only recoghirethe consolidated statements of income
when the inputs become observable or when theuimsint is derecognized. For each transaction,
the Group determines the appropriate method ofyrézing the “Day 1” difference amount.

Financial Assets and Liabilities at FVPIEinancial assets and liabilities at FVPL include
financial assets and liabilities held for tradimgldinancial assets and liabilities designated upon
initial recognition as at FVPL.

Financial assets and liabilities are classifietield for trading if they are acquired for the puspo
of selling or repurchasing in the near term. Gainwsses on investments held for trading are
recognized in the consolidated statements of incanaer “Foreign exchange gain and others”
account. Interest income earned on investmentsfbetrading are recognized in “Interest
income” account in the consolidated statementaadme.

Financial assets and liabilities may be designbyechanagement at initial recognition as FVPL
when any of the following criteria is met:

= the designation eliminates or significantly reduttesinconsistent treatment that would
otherwise arise from measuring the assets andifiebior recognizing gains or losses on a
different basis; or
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= the assets and liabilities are part of a groupnafricial assets, financial liabilities or both
which are managed and their performance are eealuat a fair value basis, in accordance with a
documented risk management or investment stratggy;

= the financial instrument contains an embedded dbvi®, unless the embedded derivative
does not significantly modify the cash flows oisitlear, with little or no analysis, that it would
not be separately recorded.

The Group’s investments held for trading and dénresassets are classified as financial assets at
FVPL, while the Group’s derivative liabilities arg from issuance of convertible bonds and
derivative financial instruments with negative fa@ues are also included as financial liabilités
FVPL.

Loans and Receivablet.oans and receivables are nonderivative financisgis with fixed or
determinable payments that are not quoted in aveactarket. They are not entered into with the
intention of immediate or short-term resale andrartedesignated as AFS investments or financial
assets at FVPL.

After initial measurement, loans and receivablessatbsequently measured at amortized cost
using the effective interest method, less allowdncémpairment. Amortized cost is calculated
by taking into account any discount or premium oguasition and fees that are an integral part of
the effective interest rate. Gains and lossesem@gnized in the consolidated statements of
income when the loans and receivables are derezmdjand impaired, as well as through the
amortization process. Loans and receivables atedad under current assets if realizability or
collectibility is within twelve months from reponty period. Otherwise, these are classified as
noncurrent assets.

The Group’s cash and cash equivalents, time depasi short-term investments (including
noncurrent portion) and receivables (including norent portion of receivables from real estate
buyers), advances and other receivables (includddrd'Other current assets” account),
receivable from a related party and long-term nitesuded under “Other noncurrrent assets”
account) are classified under this category.

HTM InvestmentsHTM investments are quoted nonderivative finanagsdets with fixed or
determinable payments and fixed maturities for Whie Group’s management has the positive
intention and ability to hold to maturity. WhebreetGroup sells other than an insignificant amount
of HTM investments, the entire category would bet& and reclassified as AFS investments.
After initial measurement, these investments arasueed at amortized cost using the effective
interest method, less impairment in value. Amedizost is calculated by taking into account any
discount or premium on acquisition and fees thataar integral part of the effective interest rate.
Gains and losses are recognized in the consolidgsgeinents of income when the HTM
investments are derecognized or impaired, as wehr@ugh the amortization process. Assets
under this category are classified as current agseiaturity is within twelve months from
reporting period. Otherwise, these are classdigdoncurrent assets.

The Group’s investment in quoted Philippine goveenirtreasury bonds are classified under this
category.
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AFS InvestmentsAFS investments are nonderivative financial assetsare designated under
this category or are not classified in any of theeocategories. These are purchased and held
indefinitely, and may be sold in response to ligyidequirements or changes in market
conditions. Subsequent to initial recognition, AR%estments are carried at fair value in the
consolidated balance sheets. Changes in thedhie wf such assets are reported as net unrealized
gain or loss on AFS investments in the consolidatattments of comprehensive income under
“Net unrealized gain (loss) on available-for-saegstments” account until the investment is
derecognized or the investment is determined fionpaired. On derecognition or impairment,
the cumulative gain or loss previously reportedansolidated statements of comprehensive
income is transferred to the consolidated statesngnihcome. Interest earned on holding AFS
investments are recognized in the consolidatedrsets of income using the effective interest
method. Assets under this category are classisetlirrent assets if expected to be disposed of
within twelve months from reporting period and asicurrent assets if expected date of disposal
is more than twelve months from reporting period.

The Group’s investments in shares of stock, bondscarporate notes, redeemable preferred
shares and club shares are classified under t#@garg. The current portion is included under
“Investments held for trading and sale” accourthimconsolidated balance sheets.

Other Financial Liabilities. This category pertains to financial liabilities tlaae not held for
trading or not designated as at FVPL upon the itimepf the liability. These include liabilities
arising from operations or borrowings.

Other financial liabilities are recognized initiaht fair value and are subsequently carried at
amortized cost, taking into account the impactpgldng the effective interest method of
amortization (or accretion) for any related premigiiscount and any directly attributable
transaction costs. Gains and losses on otherdialdiabilities are recognized in the consolidated
statements of income when the liabilities are degeized, as well as through the amortization
process.

The Group’s bank loans, accounts payable and otiveent liabilities, dividends payable,
long-term debt and tenants’ deposits and otherslassified under this category.

Classification of Financial Instruments Betweenblility and Equity
A financial instrument is classified as liabilityit provides for a contractual obligation to:

= deliver cash or another financial asset to anathéty; or

= exchange financial assets or financial liabilitigth another entity under conditions that are
potentially unfavorable to the Group; or

= gsatisfy the obligation other than by the excharfge fixed amount of cash or another financial
asset for a fixed number of own equity shares.

If the Group does not have an unconditional rigreitoid delivering cash or another financial
asset to settle its contractual obligation, thegaltion meets the definition of a financial liabili

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

In determining whether a preferred share is a fireiiability or an equity instrument, the Group
assesses the particular rights attaching to the sbaletermine whether it exhibits the
fundamental characteristic of a financial liabilibh preferred share that provides for mandatory
redemption by the Group for a fixed or determinabteount at a fixed or determinable future
date, or gives the holder the right to require@neup to redeem the instrument at or after a
particular date for a fixed or determinable amoima financial liability.

The redeemable preferred shares of the Group éxhétcharacteristics of a financial liability and
are thus recognized as a liability under “Long-teiebt” account in the consolidated balance
sheets, net of transaction costs. The correspgrtifidends on the shares are charged as interest
expense in the consolidated statements of income.

Transaction costs are amortized over the matuetiof of the preferred shares using the effective
interest method.

Debt Issue Costs
Debt issue costs are presented as reduction intéwngdebt and are amortized over the terms of
the related borrowings using the effective intemsthod.

Derivative Financial Instruments

The Group uses derivative financial instrumenthiaglong-term currency swaps, foreign
currency call options, interest rate swaps, forgigmency range options and non-deliverable
forwards to hedge the risks associated with foreigmency and interest rate fluctuations.
Derivative financial instruments, including bifuted embedded derivatives, are initially
recognized at fair value on the date on which #tévdtive contract is entered into and are
subsequently re-measured at fair value. Derivatare carried as assets when the fair value is
positive and as liabilities when the fair valueégative.

The Group’s derivative instruments provide econongidges under the Group’s policies but are
not designated as accounting hedges. Consequanglygains or losses arising from changes in
fair value are taken directly to profit or loss foe year.

Embedded DerivativeAn embedded derivative is a component of a hyfmadnbined)

instrument that also includes a nonderivative kostract with the effect that some of the cash
flows of the combined instrument vary, in a wayitmto a stand-alone derivative. The Group
assesses whether embedded derivatives are retpipedseparated from host contracts when the
Group first becomes a party to the contract. Abedaded derivative is separated from the host
contract and accounted for as a derivative if ithe following conditions are met: a) the
economic characteristics and risks of the embedeéedative are not closely related to the
economic characteristics and risks of the hostraectitb) a separate instrument with the same
terms as the embedded derivative would meet theitieh of a derivative; and c) the hybrid or
combined instrument is not recognized as at FVPL.

Subsequent reassessment is prohibited unlessisheehange in the terms of the contract that
significantly modifies the cash flows that otheravisould be required under the contract, in which
case reassessment is required. The Group determilmether a modification to cash flows is
significant by considering the extent to which éxpected future cash flows associated with
embedded derivative, the host contract or both bhaaged and whether the change is significant
relative to the previously expected cash flowshendontract.

Options arising from the Parent Company’s investnirebonds and convertible bonds payable
are the Group’s bifurcated embedded derivatives
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Derecognition of Financial Assets and Liabilities

Financial AssetsA financial asset (or, where applicable a part firancial asset or part of a
group of similar financial assets) is derecognizéen:

= the rights to receive cash flows from the asseelepired;

= the Group retains the right to receive cash flowmfthe asset, but has assumed an
obligation to pay them in full without material dglto a third party under a “pass-through”
arrangement; or

= the Group has transferred its rights to receivé €asvs from the asset and either (a) has
transferred substantially all the risks and rewarfd$ie asset, or (b) has neither transferred nor
retained substantially all the risks and rewardthefasset, but has transferred control of the.asse

When the Group has transferred its rights to receash flows from an asset and has neither
transferred nor retained substantially all thesiighd rewards of the asset, the asset is recognized
to the extent of the Group’s continuing involvementhe asset. Continuing involvement that
takes the form of a guarantee over the transfexrssdt is measured at the lower of original
carrying amount of the asset and the maximum amofucinsideration that the Group could be
required to repay.

Financial Liabilities. A financial liability is derecognized when the g@ation under the liability
is discharged or cancelled or has expired.

When an existing financial liability is replaced agother from the same lender on substantially
different terms, or the terms of an existing lidpiare substantially modified, such modificati@n i
treated as a derecognition of the original liapidihd the recognition of a new liability, and the
difference in the respective carrying amounts ¢@gaized in profit or loss.

Impairment of Financial Assets

The Group assesses at each reporting period wheefireancial asset or a group of financial assets
is impaired. A financial asset or a group of ficiahassets is deemed to be impaired, if and only
if, there is objective evidence of impairment assult of one or more events that occurred after
the initial recognition of the asset (an incurressl event) and that loss event has an impact on the
estimated future cash flows of the financial asset group of financial assets that can be reliably
estimated. Objective evidence of impairment majuitle indications that the borrower or a group
of borrowers is experiencing significant finandaéficulty, default or delinquency in interest or
principal payments, the probability that they weifiter bankruptcy or other financial

reorganization and where observable data inditaiethere is measurable decrease in the
estimated future cash flows, such as changes@armor economic conditions that correlate with
defaults.

Financial Assets Carried at Amortized Co%the Group first assesses whether objective evidence
of impairment exists for financial assets thatiatgvidually significant, and individually or
collectively for financial assets that are not indually significant. If it is determined that no
objective evidence of impairment exists for anwdlially assessed financial asset, whether
significant or not, the asset is included in a gro@financial assets with similar credit risk
characteristics and that group of financial asisatsllectively assessed for impairment. Assets
that are individually assessed for impairment awdivhich an impairment loss is or continues to
be recognized are not included in the collectivpdimment assessment.
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If there is objective evidence that an impairmesslon loans and receivables carried at amortized
cost has been incurred, the amount of the lose#suored as the difference between the asset’s
carrying amount and the present value of estimfattede cash flows (excluding future credit

losses that have not been incurred) discountdukedirtancial asset’s original effective interest

rate (i.e., the effective interest rate computediéitl recognition).

The carrying amount of the impaired asset shatedeced through the use of an allowance
account. The amount of the loss shall be recodrizéhe consolidated statements of income.
Interest income continues to be accrued on thecextloarrying amount based on the original
effective interest rate of the asset. Loans aoédivables together with the associated allowance
are written off when there is no realistic prosp#diuture recovery and all collateral, if any, has
been realized or has been transferred to the Grifuip a subsequent period, the amount of the
impairment loss increases or decreases becauseeokat occurring after the impairment was
recognized, the previously recognized impairmess g increased or decreased by adjusting the
allowance account. If a future write-off is latecovered, the recovery is recognized in the
consolidated statements of income under “Othemeae®account to the extent of the carrying
amount that would have been determined had no impait loss been recognized.

Financial Assets Carried at Coslf there is objective evidence that an impairmesslihas been
incurred in an unquoted equity instrument thatisaarried at fair value because its fair value
cannot be reliably measured, or on a derivativetdbat is linked to and must be settled by
delivery of such an unquoted equity instrumentaimunt of the loss is measured as the
difference between the asset’s carrying amounthagresent value of estimated future cash
flows discounted at the current market rate ofrrefar a similar financial asset.

AFS InvestmentsThe Group assesses at each reporting periocherhiiere is objective evidence
that an investment or a group of investments isaingl. In the case of equity investments
classified as AFS investments, an objective evideidmpairment would include a significant or
prolonged decline in the fair value of the investisebelow its cost. Significant decline in fair
value is evaluated against the original cost ofitirestment, while prolonged decline is assessed
against the periods in which the fair value has\dedow its original cost. Where there is
evidence of impairment, the cumulative loss, meaas the difference between the acquisition
cost and the current fair value, less any impaitriess on that financial asset previously
recognized in the consolidated statements of in¢cagmemoved from the consolidated statements
of comprehensive income and recognized in the dinleged statements of income. Impairment
losses on equity investments are not reversed ghrthe consolidated statements of income;
increases in fair value after impairment are recxagghdirectly in the consolidated statements of
comprehensive income.

In the case of debt instruments classified as AvBstments, impairment is assessed based on the
same criteria as financial assets carried at apgatitost. Future interest income is based on the
reduced carrying amount of the asset and is acdrased on the rate of interest used to discount
future cash flows for the purpose of measuring immpant loss. Such accrual is recorded as part
of “Interest income” account in the consolidateatesnents of income. If, in subsequent year, the
fair value of a debt instrument increased andrbesase can be objectively related to an event
occurring after the impairment loss was recognindtie consolidated statements of income, the
impairment loss is reversed through the consolilstatements of income.
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Offsetting Financial Instruments

Financial assets and financial liabilities are effsnd the net amount is reported in the
consolidated balance sheets if, and only if, tiesecurrently enforceable legal right to offsed th
recognized amounts and there is an intention teesat a net basis, or to realize the asset and
settle the liability simultaneously. This is n@ngrally the case with master netting agreements,
and the related assets and liabilities are pregexitgross in the consolidated balance sheets.

Merchandise Inventories

Merchandise inventories are valued at the loweost and net realizable value. Cost, which
includes all costs directly attributable to acainsi, such as purchase price and transport casts, i
primarily determined using the weighted averagehat Net realizable value is the estimated
selling price in the ordinary course of businessslestimated costs necessary to make the sale.

Land and Development, Condominium Units for Salé @ub Shares for Sale

Land and development, condominium units for salelfded under “Other current assets”

account in the consolidated balance sheets) atdsblares for sale (included under “Other current
assets” account in the consolidated balance steretstated at the lower of cost and net realizable
value. Net realizable value is the selling prit¢hie ordinary course of business, less costs to
complete and the estimated cost to make the €adet includes those costs incurred for
development and improvement of the properties.

Land and development includes properties helddturé development and properties being
constructed for sale in the ordinary course of s, rather than to be held for rental or capital
appreciation. Cost incurred for the developmentiarprovement of the properties includes the
following:

= Land cost
= Amounts paid to contractors for construction andettgoment

= Borrowing costs, planning and design costs, cdstg@ preparation, professional fees,
property transfer taxes, construction overheadso#mel related costs.

Investments in Shares of Stock of Associates

The Group’s investments in shares of stock of agseare accounted for under the equity
method of accounting. An associate is an entityhirch the Group has significant influence and
which is neither a subsidiary nor a joint venture.

Under the equity method, investment in an asso@atarried in the consolidated balance sheets
at cost plus post-acquisition changes in the Gioapare in net assets of the associate. Goodwill
relating to an associate is included in the cag’@mount of the investment and is not amortized.
After application of the equity method, the Growgiedmines whether it is necessary to recognize
any additional impairment loss with respect to@reup’s net investment in the associate. The
consolidated statements of income reflect the sinaee results of operations of the associate.
Where there has been a change recognized diradttgiequity of the associate, the Group
recognizes its share in any changes and disclbsgsihen applicable, in the consolidated
statements of comprehensive income. Profits asgEresulting from transactions between the
Group and the associate are eliminated to the eafehe interest in the associate.
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An investment in an associate is accounted forgusia equity method from the date when it
becomes an associate. On acquisition of the imesgt any difference between the cost of the
investment and the investor’s share in the netviline of the associate’s identifiable assets,
liabilities and contingent liabilities is accountid as follows:

a. goodwill relating to an associate is included ia darrying amount of the investment.
However, amortization of that goodwill is not petted and is therefore not included in the
determination of the Group’s share in the assosigm®fits or losses.

b. any excess of the Group’s share in the net fairevaf the associate’s identifiable assets,
liabilities and contingent liabilities over the tad the investment is included as income in the
determination of the investor's share of the as$e'si profit or loss in the period in which the
investment is acquired.

Also, appropriate adjustments to the investor'selodthe associate’s profit or loss after
acquisition are made to account for the depreciatiche depreciable assets based on their fair
values at the acquisition date and for impairmess$és recognized by the associate, such as for
goodwill or property, plant and equipment.

The Group discontinues the use of equity methoah fitee date when it ceases to have significant
influence over an associate and accounts for tresstment in accordance with PAS §®m that
date, provided the associate does not become alsup®r a joint venture as defined in PAS 31.
When the Group’s interest in an investment in dsseds reduced to zero, additional losses are
provided only to the extent that the Group hasiireziiobligations or made payments on behalf of
the associate to satisfy obligations of the inve#ti@t the Group has guaranteed or otherwise
committed. If the associate subsequently repodsty, the Group resumes recognizing its share
of the profits if it equals the share of net lossesrecognized.

The financial statements of the associates areapgdfor the same reporting period as the Parent
Company. The accounting policies of the associzieform to those used by the Group for like
transactions and events in similar circumstances.

Property and Equipment

Property and equipment, except land, is statedsitless accumulated depreciation and
amortization and any accumulated impairment in&al8uch cost includes the cost of replacing
part of the property and equipment at the time ¢bat is incurred, if the recognition criteria are
met, and excludes the costs of day-to-day servicirand is stated at cost less any impairment in
value.

The initial cost of property and equipment consistiés purchase price, including import duties,
taxes and any directly attributable costs necesaaringing the asset to its working condition
and location for its intended use. Cost also idetuany related asset retirement obligation and
interest incurred during the construction periodunrds borrowed to finance the construction of
the projects. When each major inspection is peréat, its cost is recognized in the carrying
amount of the property and equipment as a replaceifndne recognition criteria are satisfied.
Expenditures incurred after the item has beenrgataperation, such as repairs, maintenance and
overhaul costs, are normally recognized as expartbe period such costs are incurred. In
situations where it can be clearly demonstratetittieaexpenditures have improved the condition
of the asset beyond the originally assessed stamdgrerformance, the expenditures are
capitalized as additional cost of property and pongint.
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Depreciation and amortization are calculated omaaght-line basis over the following estimated
useful lives of the assets:

Buildings, condominium units and

improvements 5-25 years

Store equipment and improvements 5-10 years

Data processing equipmi 5 year

Furniture, fixtures and office equipment 3-10 years

Machinery and equipment 5-10 years

Leasehold improvements 5-10 years or term of thecle
whichever is short:

Transportation equipment 5-10 years

The residual values, useful lives and method ofelgation and amortization of the assets are
reviewed and adjusted, if appropriate, at eachrteygoperiod.

The carrying values of property and equipment eveewved for impairment when events or
changes in circumstances indicate that the carnydiige may not be recoverable.

Fully depreciated assets are retained in the atsauntil they are no longer in use and no further
depreciation and amortization is credited or chautgecurrent operations.

An item of property and equipment is derecognizéénveither it has been disposed or when it is
permanently withdrawn from use and no future ecdndranefits are expected from its use or
disposal. Any gains or losses arising on thegetant and disposal of an item of property and
equipment are recognized in the consolidated s&i&sof income in the period of retirement or
disposal.

Investment Properties

Investment properties are measured initially at.cd$ie cost of a purchased investment property
comprises of its purchase price and any directhjbatable costs. Subsequently, investment
properties, except land, are measured at costatessnulated depreciation and amortization and
accumulated impairment in value. The carrying amidncludes the cost of replacing part of an
existing investment property at the time that é@@curred if the recognition criteria are metgdan
excludes the costs of day-to-day servicing of aestment property. Land is stated at cost less
any impairment in value.

Property under construction or development forreiuse as an investment property is classified
as investment property.

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

Land improvements 3-5 years
Land use rights 40-60 years
Buildings and improvements 10-35 years
Building equipment, furniture and others 3-15 years

The residual values, useful lives and method ofe@ation and amortization of the assets are
reviewed and adjusted, if appropriate, at eachrtegpoperiod.
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Investment property is derecognized when eitheastbeen disposed or when it is permanently
withdrawn from use and no future economic bensf@xpected from its disposal. Any gains or

losses on the retirement or disposal of an investqmeperty are recognized in the consolidated
statements of income in the period of retiremerdisposal.

Transfers are made to investment property whenpahdwhen, there is a change in use,
evidenced by ending of owner-occupation or commerece of an operating lease to another
party. Transfers are made from investment propehgn, and only when, there is a change in
use, evidenced by commencement of owner-occupaticommencement of development with a
view to sell.

For a transfer from investment property to ownestgied property or inventories, the cost of
property for subsequent accounting is its carryialgie at the date of change in use. If the
property occupied by the Group as an owner-occumieperty becomes an investment property,
the Group accounts for such property in accordaittethe policy stated under property and
equipment up to the date of change in use.

Construction in Progress

Construction in progress represents structuresrumistruction and is stated at cost. This
includes cost of construction, property and equipim@nd other direct costs. Cost also includes
interest on borrowed funds incurred during the troieon period. Construction in progress is
not depreciated until such time that the relevasets are completed and are ready for use.

Tenants’ Deposits

Tenants’ deposits are measured at amortized d@stants’ deposits refers to security deposits
received from various tenants upon inception ofrfspective lease contracts on the Group’s
investment properties. At the termination of thase contracts, the deposits received by the
Group are returned to tenants, reduced by unpaidiriees, penalties and/or deductions from
repairs of damaged leased properties, if any. rélated lease contracts usually have a term of
more than twelve months.

Business Combinations

Business Combinations from January 1, 20B@siness combinations are accounted for using the
acquisition method except for commonly controlleghsaction of which an accounting similar to
pooling of interest method is used. Business coatlins under commonly controlled
transactions are those in which all of the comlgjréntities or businesses are controlled by the
same party or parties both before and after thmbsis combination, and that control is not
transitory. Under the acquisition method, the odstn acquisition is measured as the aggregate
of the consideration transferred, measured at aitiun date fair value and the amount of any
non-controlling interest in the acquiree. For ebuokiness combination, the acquirer measures the
non-controlling interest in the acquiree eithefait value or at the proportionate share of the
acquiree’s identifiable net assets. Transactiatsdocurred are expensed and included in
“Selling, general and administrative expenses” antin the consolidated statements of income.

When the Group acquires a business, it assessénraheial assets and liabilities assumed for
appropriate classification and designation in agaonce with the contractual terms, economic
circumstances and pertinent conditions as at theisiion date. This includes the separation of
embedded derivatives in host contracts by the aegui

If the business combination is achieved in statesacquisition date fair value of the acquirer’s
previously held equity interest in the acquireeeimeasured to fair value at the acquisition date
through profit or loss.
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Any contingent consideration to be transferredhgydacquirer will be recognized at fair value at
the acquisition date. Subsequent changes to ithealae of the contingent consideration which is
deemed to be an asset or liability, will be recagdiin accordance with PAS 39 either in profit or
loss or as a change to other comprehensive incdiniee contingent consideration is classified as
equity, it should not be remeasured until it isfip settled within equity.

Acquisition of Non-controlling Interest€hanges in the Parent Company’s ownership interest
a subsidiary that do not result in a loss of cdrdre accounted for as equity transactions

(i.e., transactions with owners in their capacyw®ners). In such circumstances, the carrying
amounts of the controlling and non-controlling net&s shall be adjusted to reflect the changes in
their relative interests in the subsidiary. Anifelience between the amount by which the
non-controlling interests are adjusted and theviae of the consideration paid shall be
recognized directly in equity.

Business Combinations prior to January 1, 20Business combinations were accounted for
using the purchase method, except for commonlyratbed transactions, of which, an accounting
similar to pooling of interest method is used. porchase method of accounting, the cost of
acquisition is the aggregate of the fair valueshatdate of exchange, of assets given, liabilities
incurred or assumed, and equity instruments isbydte acquirer, in exchange for control over
the net assets of the acquired entity. Transactsts directly attributable to the acquisition
formed part of the acquisition costs. The non-alihg interest was measured at the
proportionate share of the acquiree’s identifiatdeassets. The identifiable assets, liabilitres a
contingent liabilities that satisfy certain recagm criteria have to be measured initially at thei
fair values at acquisition date, irrespective @& ¢éxtent of any non-controlling interest. For
accounting similar to pooling of interest methdu assets, liabilities and equity of the acquired
companies for the reporting period in which the omm control business combinations occur,
and for any comparative periods presented, araded in the consolidated financial statements of
the Group at their carrying amounts as if the corations had occurred from the date when the
acquired companies first became under the contitbleoGroup. The excess of the cost of
business combinations over the net carrying amaafrttse assets and liabilities of the acquired
companies is recognized under “Equity adjustments fousiness combination” account in the
equity section of the consolidated balance sheet.

Business combinations achieved in stages were atebfor as separate steps. Any additional
acquired share of interest do not affect previoustpgnized goodwill.

When the Group acquired a business, embedded tleewvaeparated from the host contract by
the acquiree were not reassessed on acquisiti@ssitie business combination resulted in a
change in the terms of the contract that signitigamodified the cash flows that otherwise would
have been required under the contract.

Contingent consideration was recognized if, ang dnthe Group had a present obligation, the
economic outflow was more likely than not and i@k estimate was determinable. Subsequent
adjustments to the contingent consideration weregeized as part of goodwill.
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Goodwill

Goodwill is initially measured at cost being theess of the aggregate of the consideration
transferred and the amount recognized for non-obinty interest over the net identifiable assets
acquired and liabilities assumed. If this consatien is lower than the fair value of the net asset
of the subsidiary acquired, the difference is reigd in consolidated statements of income.

After initial recognition, goodwill is measuredaist less any accumulated impairment losses.
For the purpose of impairment testing, goodwillidped in a business combination is, from the
acquisition date, allocated to each of the Groop&h-generating units that are expected to benefit
from the combination, irrespective of whether othgsets or liabilities of the acquiree are
assigned to those units. Each unit or group dkuniwhich the goodwill is so allocated:

= represents the lowest level within the Group atcilihe goodwill is monitored for internal
management purposes; and

= not larger than an operating segment determineddéordance with PFRS @®perating
Segments

Where goodwill forms part of a cash-generating and part of the operation within that unit is
disposed of, the goodwill associated with the djp@madisposed of is included in the carrying
amount of the operation when determining the gailess on disposal of the operation. Goodwill
disposed of in this circumstance is measured basele relative values of the operation disposed
of and the portion of the cash-generating unitineth

Goodwill is reviewed for impairment, annually or radrequently, if events or changes in
circumstances indicate that the carrying value breimpaired.

Impairment is determined by assessing the recoleseatbount of the cash-generating unit

(group of cash-generating units), to which the gatidelates. Where the recoverable amount of
the cash-generating unit (group of cash-generaiiitg) is less than the carrying amount, an
impairment loss is recognized. Where goodwill fenpart of a cash-generating unit (group of
cash-generating units) and part of the operatidghimithat unit is disposed, the goodwiill
associated with the operation disposed of is iregiud the carrying amount of the operation when
determining the gain or loss on disposal of theajgen. Goodwill disposed of in this
circumstance is measured based on the relativevalithe operation disposed and the portion of
the cash-generating unit retained.

Excess of the fair values of acquired identifiaddsets and liabilities of subsidiaries and
associates over the acquisition cost of that istei® credited directly to income. Transfers of
assets between commonly controlled entities arewsted for under historical cost accounting.

If the business combination is achieved in statiesacquisition date fair value of the acquirer’s
previously held equity interest in the acquireeeimeasured to fair value at the acquisition date
through profit or loss.

When subsidiaries are sold, the difference betweeselling price and the net assets plus
cumulative translation adjustments and goodwiteiognized in the consolidated statements of
income.



-21 -

Intangible Assets
The cost of trademarks and brand names acquiradisiness combination is the fair value as at

the date of acquisition. The Group assessed feluge of the trademarks and brand names to
be indefinite because based on an analysis of tilearelevant factors, there is no foreseeable
limit to the period over which the asset is expagdtegenerate cash inflows for the Group.

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

Gains or losses arising from derecognition of aarigible asset are measured as the difference
between the net disposal proceeds and the caraypimgint of the asset and are recognized in the
consolidated statements of income when the asdetrésognized.

Impairment of Nonfinancial Assets

The carrying values of property and equipment, stwent properties and investments in shares of
stock of associates are reviewed for impairmentadheents or changes in circumstances indicate
that the carrying value may not be recoverablenif such indication exists, and if the carrying
value exceeds the estimated recoverable amourdstats or cash-generating units are written
down to their recoverable amounts. The recoverafleunt of the asset is the greater of fair

value less costs to sell or value in use. Theviine less costs to sell is the amount obtainable
from the sale of an asset in an arm’s-length tretimabetween knowledgeable, willing parties,
less costs of disposal. In assessing value intigestimated future cash flows are discounted to
their present value using a pre-tax discount taereflects current market assessments of the
time value of money and the risks specific to thee For an asset that does not generate largely
independent cash inflows, the recoverable amoutetisrmined for the cash-generating unit to
which the asset belongs. Impairment losses aognezed in the consolidated statements of
income in those expense categories consistenttiagtfunction of the impaired asset.

An assessment is made at each reporting datevdsetber there is any indication that previously
recognized impairment loss may no longer exist ay mave decreased. If such indication exists,
the recoverable amount is estimated. A previotestpgnized impairment loss is reversed only if
there has been a change in the estimates usetetondee the asset’s recoverable amount since
the last impairment loss was recognized. If tedhée case, the carrying amount of the asset is
increased to its recoverable amount. That incokaseunt cannot exceed the carrying amount
that would have been determined, net of depreciati@l amortization, had no impairment loss
been recognized for the asset in prior years. $ewmtrsal is recognized in consolidated
statements of income. After such a reversal, dpgeatiation or amortization charge is adjusted in
future periods to allocate the asset's revisedygagramount, less any residual value, on a
systematic basis over its remaining useful life.
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Capital Stock
Capital stock is measured at par value for allesh@sued. Incremental costs incurred directly

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

Revenue

Revenue is recognized when it is probable thaegmmomic benefits associated with the
transaction will flow to the Group and the amouhthe revenue can be reliably measured.
Revenue is measured at the fair value of the cerdi®dn received or receivable, excluding
discounts, rebates and sales taxes or dutiesGlidwgp assesses its revenue arrangements against
specific criteria in order to determine if it istiag) as a principal or as an agent. The Group has
concluded that it is acting as principal in majpudf its revenue arrangements. The following
specific recognition criteria must also be met bef@venue is recognized:

Sale of Merchandise InventorieRevenue is recognized when the significant rasic rewards of
ownership of the goods have passed to the buyéchvidlinormally upon delivery. Sales returns
and sales discounts are deducted from sales e atrisales shown in the consolidated statement
of income.

Sale of goods under consignment arrangements wipliers is recognized as revenue upon
billing, delivery and transfer of goods to customer

Sale of Real EstateThe Group assesses whether it is probabletibadonomic benefits will

flow to the Group when the sales prices are cobixt Collectibility of the contract price is
demonstrated by the buyer’'s commitment to pay, Wwhisupported by the buyer’s initial and
continuous investments that motivates the buy@otwr its obligation. Collectibility is also
assessed by considering factors such as collecticedit standing of the buyer and location of the

property.

Revenue from sales of completed real estate psojgetccounted for using the full accrual
method. In accordance with Philippine Interpretagi Committee Q&A No. 2006-01, the
percentage-of-completion method is used to recegnizome from sales of projects where the
Group has material obligations under the salegacinto complete the project after the property is
sold, the equitable interest has been transfearétetbuyer, construction is beyond preliminary
stage (i.e., engineering, design work, construatimmtracts execution, site clearance and
preparation, excavation and the building foundasimfinished), and the costs incurred or to be
incurred can be measured reliably. Under this ptetrevenue is recognized as the related
obligations are fulfilled, measured principally thre basis of the estimated completion of a
physical proportion of the contract work.

Any excess of collections over the recognized ret#es are included in the “Tenants’ deposits
and others” account in the consolidated balancetshéf any of the criteria under the full accrual
or percentage-of-completion method is not metgdiyosit method is applied until all the
conditions for recording a sale are met. Pendiaggnition of sale, cash received from buyers
are presented under the “Tenants’ deposits andsdtaecount in the consolidated balance sheets.

Cost of real estate sales is recognized consigfigimthe revenue recognition method applied.
Cost of condominium units sold before the comptebdthe development is determined on the
basis of the acquisition cost of the land plugutisdevelopment costs, which include estimated
costs for future development works.
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The cost of inventory recognized in the consolidatatement of income upon sale is determined
with reference to the specific costs incurred angloperty, allocated to saleable area based on
relative size and takes into account the percerdfigempletion used for revenue recognition
purposes.

Revenue from construction contracts included in‘Bevenue from real estate and others”
account in the consolidated statements of incomecisgnized using the percentage-of-
completion method, measured principally on thesakihe estimated physical completion of the
contract work.

For income tax purposes, full recognition is appliehen more than 25% of the selling price has
been collected in the year of sale. Otherwiseirtsliment method is applied.

Sale of Club Shares for SalRevenue is recognized when the significant riskkramwards of
ownership of the club shares for sale have passitetbuyer, which is normally upon delivery of
such.

Rent. Revenue is recognized on a straight-line bases the lease term or based on the terms of
the lease as applicable.

Sale of Cinema and Amusement Tick&svenue is recognized upon receipt of cash flen t
customer which coincides with the rendering of ma.

Gain on Sale of Investments in Shares of Stock\aadable-for-Sale InvestmentfRevenue is
recognized upon delivery of the securities to amficmation of the sale by the broker.

Dividend. Revenue is recognized when the Group’s right dseebolder to receive the payment
is established.

Management and Service Fed®evenue is recognized when earned in accordaitcghe terms
of the agreements.

Marketing Support Revenue is recognized when the performance andspon of contractually
agreed marketing tasks have been rendered and'atdittes have been used. Marketing support
is shown under “Others” account in the consolidatatements of income.

Interest. Revenue is recognized as the interest accruesgtakio account the effective yield on
the asset.

Management Fees
Management fees are recognized as expense in aocerdith the terms of the agreements.

Cost and Expenses
Cost of sales, selling, general and administraikmenses and interest expense are recognized as
incurred.
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Pension Benefits
The Group has a funded defined benefit pensiong@aering all regular and permanent
employees. The benefits are based on emplyee€qtenj salaries and number of years of service.

For defined benefit plans, the Revised PAS 19 requll remeasurements (including actuarial
gains and losses) to be recognized in other corepe®¥e income and unvested past service costs
previously recognized over the average vestingoddo be recognized immediately in profit or
loss when incurred.

Prior to adoption of the Revised PAS 19, the Gnagognized actuarial gains and losses as
income or expense when the net cumulative unrezedrgains and losses for each individual

plan at the end of the previous period exceeded did¥e higher of the defined benefit obligation
and the fair value of the plan assets and recodningested past service costs as an expense on a
straight-line basis over the average vesting paritid the benefits become vested. Upon

adoption of the Revised PAS 19, the Group chanigetcounting policy to recognize all
remeasurements in other comprehensive income, w¥ilchot be reclassified to profit or loss in
subsequent periods, and all past service cost®fit pr loss in the period they occur. Moving
forward, the Group will retain the remeasurememtsther comprehensive income and will not
transfer this to other items of equity.

Revised PAS 19 replaced the interest cost and &egbeeturn on plan assets with the concept of
net interest on defined benefit liability or asstich is calculated by multiplying the net balance
sheet defined benefit liability or asset by theedist rate used to measure the employee benefit
obligation, each as at the beginning of the anpagbd.

Revised PAS 19 also amended the definition of sieom employee benefits and requires
employee benefits to be classified as short-tersedh@n expected timing of settlement rather than
the employee’s entitlement to the benefits. Initaoid the Revised PAS 19 modifies the timing of
recognition for termination benefits. The modifioca requires the termination benefits to be
recognized at the earlier of when the offer catmotvithdrawn or when the related restructuring
costs are recognized.

The amendment to PAS 19 has been applied retrogplgdrom January 1, 2011. As a result,
interest on net defined benefit obligation (nethaf plan assets) is recognized in profit or loss,
calculated using the discount rate used to medkareet pension obligation or asset.
Unrecognized net actuarial losses are recognizethigr comprehensive income. The impact to
the financial statements upon adoption of the stethdre detailed below:

As at As at As at As at
June 30, December 31, December 31, January 1,
2013 2012 2011 2011

(In Thousands)
Increase (decrease)
Consolidated balance sheet

Net defined benefit asset B158,316 B209,283 1226 B401,557
Deferred tax liability 47,494 62,785 93,365 120,467
Other comprehensive income (net of tax) (323,885) (264,111) (144,563)

Retained earnings 434,707 410,609 362,414 281,090
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2013 2012
(In Thousands)

Consolidated statements of comprehensive income

Net pension expen (B8,807) (B8,807)
Income tax expense (15,290) (15,290)
Net income for the ye 24,097 24,097
Attributable to owners of the Parent Comg 11,312 11,312
Attributable to non-controlling interests 12,785 2,185
Actuarial losses (59,774) (59,774)
Income tax expense 17,932 17,932
Actuarial losses, net of tax (41,842) (41,842)

Foreign Currency-denominated Transactions

The consolidated financial statements are presentetilippine peso, which is the Group’s
functional and presentation currency. Transactiorisreign currencies are initially recorded in
the functional currency rate at the date of thedaation. Monetary assets and liabilities
denominated in foreign currencies are restatekeafunctional currency rate of exchange as at
reporting date. Nonmonetary items denominatedieidn currency are translated using the
exchange rates as at the date of initial recognitiéll differences are taken to the consolidated
statements of income.

Foreign Currency Translation

The assets and liabilities of foreign operatioresteainslated into Philippine peso at the rate of
exchange ruling as at reporting date and theire@sge statements of income are translated at the
weighted average rates for the year. The exchdifigeences arising on the translation are
included in the consolidated statements of comprgkie income and are presented within the
“Cumulative translation adjustment of a subsidiaagtount in the consolidated statements of
changes in equity. On disposal of a foreign entitg deferred cumulative amount of exchange
differences recognized in equity relating to thattigular foreign operation is recognized in the
profit or loss.

Leases

The determination of whether an arrangement ispatains a lease is based on the substance of
the arrangement and requires an assessment ofextiegifulfillment of the arrangement is
dependent on the use of a specific asset or emsgtihe arrangement conveys a right to use the
asset.

Group as Lesseelrinance leases, which transfer to the Group anbatly all the risks and

benefits incidental to ownership of the leased jtare capitalized at the inception of the lease at
the fair value of the leased property or, if lownarthe present value of the minimum lease
payments. Lease payments are apportioned betlvedimance charges and reduction of the lease
liability so as to achieve a constant rate of igepn the remaining balance of the liability.

Finance charges are reflected in the consolidastdrsents of income.

Capitalized leased assets are depreciated ovshtrter of the estimated useful life of the asset
and the lease term, if there is no reasonableiogrthat the Group will obtain ownership by the
end of the lease term.

Leases which do not transfer to the Group substintll the risks and benefits of ownership of

the asset are classified as operating leases.adpgetease payments are recognized as expense in
the consolidated statements of income on a stréiigdbasis over the lease term. Associated
costs, such as maintenance and insurance, aresexpas incurred.
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Group as LessorLeases where the Group does not transfer suladhaall the risks and benefits
of ownership of the asset are classified as opgyétases. Lease income from operating leases
are recognized as income on a straight-line bagisthe lease term. Initial direct costs incurred
in negotiating an operating lease are added toghging amount of the leased asset and
recognized over the lease term on the same baseatas income. Contingent rents are
recognized as revenue in the period in which thieyearned.

Provisions

Provisions are recognized when the Group has @&iprebligation (legal or constructive) as a
result of a past event, it is probable that anlowtbf resources embodying economic benefits will
be required to settle the obligation, and a rediasdtimate can be made of the amount of the
obligation. If the effect of the time value of neynis material, provisions are determined by
discounting the expected future cash flows at agxeate that reflects current market
assessments of the time value of money and, wipgn®@jriate, the risks specific to the liability.
Where discounting is used, the increase in theigimvdue to the passage of time is recognized
as interest expense. Where the Group expectsvsiproto be reimbursed, the reimbursement is
recognized as a separate asset but only whendeptref the reimbursement is virtually certain.

Borrowing Costs
Borrowing costs are capitalized if they are dingetttributable to the acquisition or constructidn o

a qualifying asset as part of the cost of thattagSapitalization of borrowing costs commences
when the activities to prepare the asset are igrpes and expenditures and borrowing costs are
being incurred. Borrowing costs are capitalizetll tine assets are substantially ready for their
intended use. Borrowing costs are capitalized whisrprobable that they will result in future
economic benefits to the Group. All other borrogvaosts are expensed as incurred. For
borrowing associated with a specific asset, theahcate on that borrowing is used. Otherwise, a
weighted average cost of borrowings is used.

Taxes

Current Tax. Current tax assets and liabilities for the curiamd prior periods are measured at the
amount expected to be recovered from or paid téetketion authorities. The tax rates and tax
laws used to compute the amount are those thanaeed or substantively enacted as at
reporting period.

Deferred Tax.Deferred tax is provided, using the balance shaleility method, on temporary
differences at reporting period between the taxbas assets and liabilities and their carrying
amounts for financial reporting purposes. Defeteedliabilities are recognized for all taxable
temporary differences, except:

= where the deferred tax liability arises from thigiah recognition of goodwill or of an asset or
liability in a transaction that is not a businesmbination and, at the time of the transaction,
affects neither the accounting profit nor taxabigfipor loss; and

= with respect to taxable temporary differences dased with investments in subsidiaries,
associates and interests in joint ventures, wheréitning of the reversal of the temporary
differences can be controlled and it is probabée the temporary differences will not reverse
in the foreseeable future.

Deferred tax assets are recognized for all dededi#mporary differences and carryforward
benefits of excess MCIT and NOLCO, to the exteat this probable that taxable profit will be
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available against which the deductible temporaffedinces and the carryforward benefits of
excess MCIT and NOLCO can be utilized, except:

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

= with respect to deductible temporary differencemamted with investments in subsidiaries,
associates and interests in joint ventures, deféere assets are recognized only to the extent
that it is probable that the temporary differeneébreverse in the foreseeable future and
taxable profit will be available against which teenporary differences can be utilized.

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

part of the deferred income tax assets to be etiliZUnrecognized deferred tax assets are
reassessed at each reporting period and are reedgoi the extent that it has become probable
that future taxable profit will allow the deferréak assets to be recovered.

Deferred tax assets and liabilities are measuréukeaitx rates that are expected to apply to the
period the asset is realized or the liability igled, based on tax rates and tax laws that hase be
enacted or substantively enacted as at reportiteg da

Income tax relating to items recognized directlyhia consolidated statements of comprehensive
income is recognized in the consolidated statenwitemprehensive income and not in the
consolidated statements of income.

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

Value-added Tax (VATRevenue, expenses and assets are recognizedthetashount of VAT,
except:

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

= receivables and payables that are stated withnttwiat of tax included.

The net amount of VAT recoverable from, or paydblehe taxation authority is included as part
of “Other current assets” or “Accounts payable atiter current liabilities” accounts in the
consolidated balance sheets.

Business Segments

The Group is organized and managed separatelydiogdo the nature of business. The five
major operating businesses of the Group are shgppall development, retail, real estate
development and tourism, hotels and conventiorgfiaancial services and others. These
operating businesses are the basis upon whichringpGeports its segment information presented
in Note 5 to the consolidated financial statements.
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Basic/Diluted Earnings Per Common Share (EPS)

Basic EPS is computed by dividing the net inconrete period attributable to owners of the
Parent by the weighted-average number of issuedaistanding common shares during the
period, with retroactive adjustment for any stookdends declared.

For the purpose of computing diluted EPS, the maime for the period attributable to owners of
the Parent and the weighted-average number ofdsmué outstanding common shares are
adjusted for the effects of all dilutive poteniatlinary shares.

Contingencies
Contingent liabilities are not recognized in thasalidated financial statements. They are

disclosed unless the possibility of an outflowegaurces embodying economic benefits is
remote. Contingent assets are not recognizeckindhsolidated financial statements but are
disclosed when an inflow of economic benefits zable.

Events after the Reporting Period

Post year-end events that provide additional inftiom about the Group’s position at the end of
the reporting period (adjusting events) are reflédh the consolidated financial statements. Post
year-end events that are not adjusting eventsiscioded in the notes to the consolidated
financial statements when material.

4. Segment Information

For management purposes, the Group is organizedusiness units based on their products and
services, and has five reportable operating segnantollows: shopping mall development,
retail, real estate development and tourism, hatetsconventions, and financial services and
others.

The shopping mall development segment developsiumis, operates and maintains the business
of modern commercial shopping centers and all lassies related thereto such as the conduct,
operation and maintenance of shopping center sacesnt, amusement centers, or cinema
theaters within the compound of the shopping center

The retail segment is engaged in the retail/whédetsading of merchandise, such as dry goods,
wearing apparels, food and other merchandise.

The real estate development and tourism segmeémntasr/ed in the development and
transformation of major residential, commerciateerinment and tourism districts through
sustained capital investments in buildings andastfucture.

The hotels and conventions segment engages inaaridcon the business of hotel and resort and
operates and maintains any and all services aiildiéscincident thereto.

Financial services and others segment primarilluthes the Parent Company which engages in
asset management and capital investments, andatesowghich are involved in financial services.

Management monitors the operating results of igr®ss units separately for the purpose of
making decisions about resource allocation ancopmdnce assessment. Segment performance is
evaluated based on operating profit or loss angeigsured consistently with the operating profit

or loss in the consolidated financial statements.
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Segment assets and liabilities do not include dedieiax assets and deferred tax liabilities,

respectively.

Segment revenue includes transfers between busiegesents. Such transfers are eliminated in

the consolidation.

Business Segment Data

June 30, 2013

Shopping Real Estate Financial
Mall Development Hotels and Services and
Development Retail _and Tourism _ Conventions Others _ Eliminations Consolidated
(In Thousands)
Revenue:
External customers P13,868,458 B84,981,051 P14,327,732 P780,362 P8,152,718 B- P122,110,321
Inter-segment 2,451,256 24,139 3,635,846 4,599 10,107,709  (16,223,549) =
P16,319,714 P85,005,190 P17,963,578 P784,961 P18,260,427 (P16,223,549) 122,110,321
Segment results:
Income before income tax B7,640,534 PR4,384,763 P6,823,813 B11,076 B5,548,514 (2,749,012) P21,659,688
Provision for income tax (1,798,706)  (1,266,569) (334,077) (10,397) (150,251) (16,455)  (3,576,455)
Net income (loss) P5,841,828 P3,118,194 P6,489,736 P679 P5,398,263  P2,765,467 P18,083,233
Net income (loss) attributable to:
Owners of the Parent B5,642,728 B2,872,014 P5,501,831 (R 1,211) P5,398,263 (R6,781,612) P12,632,012
Non-controlling interests 199,100 246,180 987,905 1,890 - 4,016,145 5,451,221

Segment assets (excluding
deferred tax)

P170,874,783 P55,812,203 P179,021,223 P1,296,256 P230,679,784

(B51,837,847) P585,846,402

Segment liabilities (excluding

deferred tax) P93,394,095 P28,685,466 PR74,554,910 P506,880 P135,957,021 (P30,382,720) 302,715,652
Other information:
Investments in shares of stock
of associates B- P99,963 PR11,663,350 P- P118,438,585 P- P130,201,898
Equity in net earnings
of associates - 9,924 700,025 - 7,245,984 - 7,955,933
Capital expenditures 8,420,098 2,759,296 11,397,963 83,223 888,144 - 23,548,724
Depreciation and amortization 2,251,084 1,675,129 244,459 91427 345,543 — 4,607,642
June 30, 2012
Shopping Real Estate Financial
Mall Development Hotels and Services and
Development Retail and Tourism Conventions Others  Eliminations  Consolidated
(In Thousands)
Revenue:
External customers P11,938,629R74,920,989 R13,826,991 R603,712 B3,848,169 B- PR105,138,490
Inter-segment 2,545,297 21,789 3,151,158 - 8,064,543  (13,782,787) -
P14,483,926 PR74,942,778 P16,978,149 R603,712 PR11,912,712 (R13,782,787)R105,138,490
Segment results:
Income before income tax B6,737,129 R4,507,206 PR5,715,698 (R15,260) R6,389,353 (R5,082,461) R18,251,665
Provision for income tax (1,615,076) (1,199,718) (8,527) (6,418) (100,245) 20,574 (2,909,411)
Net income (loss) B5,122,053 P3,307,488 B5,707,171 (P21,678) P6,289,108 P(5,061,887) P15,342,254
Net income (loss) attributable to:
Owners of the Parent B4,924,767 B3,259,178 R4,776,787 (R23,383) P6,289,108 (P8,309,636) R10,916,822
Non-controlling interests 197,285 48,310 930,383 1,705 — 3,247,749 4,425,432

Segment assets (excluding

deferred tax) P143,738,312 P53,739,198139,549,466

P1,116,892 P238,196,333

(P58,761,903) P517,578,253

Segment liabilities (excluding

deferred tax) P74,463,650 P28,939,954 P49,062,810

P348,198 P158,610,252

(P31,078,496) P280,346,368
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June 30, 2012

Shopping Real Estate Financial
Mall Development Hotels and Services and
Development Retail and Tourism Conventions Others  Eliminations Consolidated
(In Thousands)
Other information:

Investments in shares of stock

of associates B- B100,000 P10,795,700 B- P85,601,137 B- P96,496,837
Equity in net earnings

of associates - - 242,253 - 3,268,468 - 3,510,721
Capital expenditures 8,792,067 2,049,031 8,527,683 15,553 1,407,418 - 20,791,752
Depreciation and amortization 1,934,054 1,301,633 226,935 45,412 300,241 — 3,808,275

5. Cash and Cash Equivalents

This account consists of:

June 30, December 3: December 3.

2013 2012 2011
(In Thousands)
Cash on hand and in banks (see Note 20) B4,299,046 B6,098,368 B6,384,567
Temporary investments (see Notes 18 an 53,857,70 54,616,35 49,665,75

P58,156,75 P60,714,720  P56,050,322

Cash in banks earn interest at the respective thapésit rates. Temporary investments are made
for varying periods of up to three months dependinghe immediate cash requirements of the
Group, and earn interest at the respective temparaestment rates.

6. Time Deposits and Short-Term Investments
This account consists of:

June 30, December 31, December 31,
201z 201z 2011
(In Thousands)

Time deposits:
Pledged (see Notes 18 and 20) B20,520,000 B19,498,750 B20,824,000

Not pledged (see Notc0) 31,136,16 38,203,43 16,595,17
51,656,163 57,702,185 37,419,172

Shor-term investments (see Not0) 864,00( 821,00( 876,80!
52,520,163 58,523,185 38,295,972

Less current portic 21,545,76 29,090,33 879,41(
Noncurrent portion B30,974,400 B29,432,850 B37,416,562

A portion of the time deposits amounting to US$&4hillion, with peso equivalents of
P20,520.0 million, B19,498.8 million and R20,8P#hillion as at June 30, 2013, December 31,
2012 and December 31, 2011, respectively, were asedllateral for loans obtained by SMIC
(see Note 18).

Short-term investments amounting to US$20.0 millisith peso equivalents of B864.0 million
B821.0 million and B876.8 million as at JuneZl,3, December 31, 2012 and December 31,
2011, respectively, bear a fixed interest rate.2%.
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7. Investments Held for Trading and Sale

This account consists of investments in sharetooks totaling B701.4 million as at

June 30, 2013, B661.4 million as at December @12 2nd B482.2 million as at December 31,
2011, and investments in bonds and corporate motesinting to B468.3 million as at June 30,
2013, P2,193.1 million as at December 31, 2012Rhd57.5 million as at December 31, 2011.
Investments in bonds and corporate notes as aniiege31, 2012 include third party convertible
bonds with fixed interest rate of 2.5% that matureBebruary 2013. Investment in convertible
bonds as at June 30, 2013 have embedded derivatiiels are further discussed in Note 25.

The Group recognized a loss of B3.0 million arid4fmillion from fair value adjustments of
investments held for trading for the six monthsezhdune 30, 2013 and 2012, respectively. The
amounts are included under “Foreign exchange gadrotéhers” account in the consolidated
statements of income.

8. Receivables

This account consists of receivable from tenantsraal estate buyers (net of noncurrent portion),
due from related parties, management and servise &nd dividends.

The terms and conditions of the above receivabieas follows:

= Trade receivables from tenants and managementeamides fee receivables are noninterest-
bearing and are normally collectible on a 30 tal@gs’ term. Receivables from real estate buyers
mainly consist of receivables subject to finandimgn banks and other financial institutions with
interest at market rates ranging from 13% to 18%apeum and normally collectible ona 3to 5
years’ term.

= The terms and conditions relating to related pegtgivables are further discussed in Note 20.

= Dividends receivables are noninterest-bearing aadharmally collectible within the next
financial year.

Allowance for impairment loss amounting to B20milion, B155.3 million and B47.1 million as
at June 30, 2013, December 31, 2012 and Decemb&031, respectively, pertains to receivables
from tenants which were identified through spedissessment.

Receivables, other than those identified as impgamee assessed by the Group’s management as
good and collectible.
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9. Other Current Assets
This account consists of:

June 30, December 3. December 31,

2013 201z 2011
(In Thousands)

Prepaid taxes and other prepayments B6,481,895 B5,295,701 B3,785,637
Condominium units for sale (see Note 14) 3,869,815 2,670,943 1,115,878
Non-trade receivable 3,503,405 4,252,78! 2,629,571
Advances to contractc 3,217,550 3,374,27: 3,098,88.
Accrued interest receivable 1,289,528 1,174,785 966,503
Input tax 1,135,867 1,704,159 1,019,280
Advances for project development (see Note 1,121,565 1,121,56! 1,121,56!
Receivable from banks and credit c: 975,460 2,352,83 2,083,27:
Club shares for sale 824,213 824,21 856,208
Supplies and uniform inventory 423,229 474,14t 474,803
Treasury bonds (see Notes 24 anc 200,000 200,00t -
Derivative assets (see Notes 24 anc - 18,50: 43,84

23,042,527 23,463,91 17,195,44
Less allowance for impairment loss 5,705 5,70t 5,705

P23,036,822 £23,458,20 B17,189,74

= Non-trade receivables include interest-bearing ades to third parties, which are normally
collectible within the next financial year.

= Receivable from banks and credit cards are nomstdrearing and are normally collectible
on a 30 to 90 day’s term.

= Accrued interest receivable relates mostly to titaposits which will be collected at
respective maturity dates.

= Advances for project development mostly pertaindeances made to related parties for the
acquisition of land for future development.

= Club shares for sale pertain to club shares of &choro Beach and Country Club
(Pico de Loro) which Costa, a subsidiary of Mt.sBlireceived as consideration for the parcel
of land and construction costs of the beach andtepelub. The club shares entitle its
holders to proprietary club membership in Pico deols beach and country club facilities.
Costa’s club shares for sale had a total of 6,888,9 and 7,055 as at June 30, 2013,
December 31, 2012 and December 31, 2011, resplgctive

On the other hand, at various dates in 2013, af@,20osta sold 60 and 80 club shares to
third parties and other affiliates for a total doiesation of B34.0 million and B43.0 million,
respectively. Revenue arising from the sale ab dhares amounted to B19.6 million and
B43.9 million for the six months ended June 3@,38nd 2012, respectively.

= Allowance for impairment loss amounting to B5.Tlion as at June 30, 2013, December 31,
2012 and December 31, 2011, pertains to nontraévables which were identified through
specific assessment. There was no additional immgent loss identified based on the
collective assessments made in 2013, 2012 and 2011.
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10. Available-for-Sale Investments

This account consists of investments in sharetooks and corporate bonds, net of allowance for
impairment losses amounting to B45.1 million aduaie 30, 2013, December 31, 2012, and
December 31, 2011.

Investments in bonds and corporate notes as at3lyrgd13, December 31, 2012 and December
31, 2011 include third party convertible bonds aarporate notes with fixed interest rates ranging
from 2.5% to 8.25%. These investments will maturevarious dates beginning on February 9,
2015 until April 15, 2018.

Gain on disposal of AFS investments recognized wtidieidend income, management fees and
others” account in the consolidated statementsaafime amounted to gain of B178.9 million and
loss of B0.1 million for the six months ended J88g2013 and 2012, respectively. The amounts
are exclusive of the share of the non-controllimgriests.

Listed shares of stock of the Group pertain to stments in publicly-listed companies. These are
measured at the quoted market price of the sh@rgmortion of these investments amounting to
B4,007.2 million, B3,587.0 million, and B2,156\#flion as at June 30, 2013, December 31, 2012,
and December 31, 2011, respectively, were pledgedliateral for a portion of the Group’s long-
term loans (see Note 18).

Investment in convertible bonds as at June 30, 20&8ember 31, 2012 and December 31, 2011
have embedded derivatives which are further diszliss Note 25.

11. Investments in Shares of Stock of Associates
The details of and movements in this account afellsvs:

June 3Q December 3: December 3
201z 2012 2011

(In Thousands)

Acquisition cosl

Balance at beginning of ye B92,840,123 £66,416,20 B54,114,19

Additions/reclassifications 19,501 28,361,006 12,590,22

Disposals — net of realized deferred

gain - (1,937,089) (288,210

Balance at end of period 92,859,624 92,840,123 66,416,20
Accumulated equity in net earnings:

Balance at beginning of ye 34,874,325 26,319,34 21,113,64

Equity in net earning 7,955,933 9,042,033 6,415,42.

Dividends received (4,112,563) (418,470) (1,583,351

Accumulated equity in net earnings

of investments sold/reclassifications 16,625 (68,587) (66,500

Balance at end of the period 38,734,320 34,874,325 25,879,222
Share in net unrealized gain/(loss) on

AFS investments of associates (616,999) 1,514,343 440,12
Allowance for impairment loss 775,047 775,047 4,317,70:

P 130,201,898 P128,453,744 P88,417,84
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The Group recognized its share in the net gairgflos AFS investments of the associates
amounting to (B2,131.3) million, B1,514.3 milli@nd B440.1 million inclusive of the share of
the non-controlling interests amounting to (B3Dw8lion, B28.1 million, and B15.3 million,
respectively, for the six months ended June 303201 for the years ended December 31, 2012,
and December 31, 2011, respectively.

The major associates of the Group are as follows:

Percentage of Ownership

June 3(, December 31 December 31
2013 2012 2011
Company Gross  Effective  Gross Effective  Gros: Effective Principal Activities
BDO 48 47 48 47 47 46 Financial Services
China Banking Corporation
(China Bank) 23 20 23 21 23 21 Financial Services
Atlas 29 29 29 29 1€ 18 Mining
Real estate development
Belle Corp. (Belle) 32 17 32 18 4€ 26 and tourism
Real estate development
HPI 35 26 35 27 3t 27 and tourism
Summerhills Home Real estate development
Development Corporatic and tourism
(SHDC) - - 49 21 4¢ 21
Sodexo Motivation Solutions Retail
Philippines, Inc. 40 40 40 40 4C 40
Fast Retailing Philippines, Inc. 25 25 25 25 - — Retail
Atlas

Finalization of 2011 Provisional Accounting

In July 2011, SMIC acquired 316.2 million commorruss of Atlas for US$142.2 million
(R5,996.6 million) representing 17.9% equity iastr In 2011, the Group accounted for the
purchase price allocation on provisional basisdpenthe information on the fair value of Atlas’
net assets. The fair values of the net assetsradquere finalized in June 2012 and goodwill
from the acquisition formed part of the cost ofaatment in shares of stock of Atlas.

SMIC has three representations in the BOD of Adkaat December 31, 2011 and is participating
in operational decisions. Based on these factc&odmstances, management determined that the
Group has significant influence in Atlas and therefhas accounted it as an investment in
associate.

Convertible Loan of Atlas

On February 29, 2012, SMIC purchased from BDOth&®2.7 million convertible loan covered
by Secured Notes Facility Agreement (the Agreemieetiveen Atlas and BDO dated July 25,
2011. On May 21, 2012, SMIC gave an irrevocablicedo fully exercise the conversion option
under the Agreement as the assignee of BDO. QnlBjI2012, upon completion of the
necessary regulatory approval, the shares wered4suSMIC resulting to an increase in
ownership in Atlas from 17.9% to 28.4%. The godbweisulting from the acquisition formed part
of the cost of investment in shares of stock oasl
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Belle

In April 2011, the Group, increased its ownershitgiiest in Belle, an associate, by 20.78% and
12.58% gross and effective ownership, respectiwgdyshare swap wherein the entire outstanding
shares of Premium Leisure Amusement, Inc. (a siggldwas exchanged for certain number of
common shares of Belle valued at B1.95 per sishaeds swap). The valuation of the PLAI
shares was made by an independent appraiser araag@py the SEC on October 6, 2010. This
is the same valuation used in recording the shaap sransaction in its 2011 financial statements
upon receipt of the approval from the Bureau oéinél Revenue on March 31, 2011 and issuance
of stock certificates by Belle on April 14, 201The transaction resulted to a net gain on share
swap amounting to B2,604.2 million, net of thenghiated portion of the gain pertaining to the
retained interest of the Group in Belle and is getped under “Gain on disposal of investments
and properties - net” account in the consolidatatements of income. The Group will realize the
deferred income as the investment in the assasialisposed.

At various dates in 2012, the Group sold 1,509 0aniBelle shares on which the Group realized
B811.2 million of the deferred gain and was recogphunder “Gain on disposal of investments
and properties - net” account in the consolidatatements of income. The remaining balance of
the deferred gain as at December 31, 2012 amotmtedl,076.4 million. The disposal of Belle
shares resulted to a decrease in the Group’s dineceffective ownership to 32% and 18%,
respectively.

BDO

In March 2012, BDO declared a stock dividend edeiviato 3% of the outstanding capital stock
of BDO which increased the number of common anfepred shares held by the Group by
40.5 million and 3.6 million, respectively. Thecthration of the stock dividend by BDO
increased the ownership interest of the Group bya&% result of the preferred shares held by
SMIC.

In June 2012, BDO had a stock rights offering wtealtitled each eligible stockholder to
subscribe to one common share for every three canshares held as at record date at an offer
price of R48.6 per rights share. As at June B022the Group exercised its rights share and paid
R22,528.7 million equivalent to 463.5 million BBDares. Upon completion of the regulatory
requirements by BDO, the shares were issued to SMIQuly 4, 2012.

At various dates in 2012, SMIC sold a total numtfet.2 million BDO shares, equivalent to
0.04% of the total outstanding voting shares of BR@ total cost of B39.0 million.

HP!I
In 2011, the Group disposed 134.8 million sharadRif for a total cost of B288.2 million. The
disposal resulted in a gain of B1.0 million, whistncluded under “Gain on disposal of
investments and properties - net” account in thrsebdated statements of income.

China Bank

On August 24, 2012, SEC approved the Amended A&giof Incorporation of China Bank to

effect a ten-for-one stock split of the common skarThis resulted to an increase in the number
of shares from 200 million to 2,000 million, andegluction in par value of shares from B100.00 to
R10.00 per share. The stock split by China Badlndt result to a change in the ownership
interest of the Group.
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SHDC
In 2011, SMDC obtained 49% and 21% gross and @feeownership, respectively, in SHDC for
a total consideration of B20.1 million. Conseqlyer8HDC became an associate of the Group.

In 2013, SM Land acquired 51.0% ownership in SHBTf parties under common control for a
total consideration of B20.4 million. Consequer8HDC became a subsidiary of SM Land.

Fast Retailing Philippines, Inc.

In January 2012, Marketwatch Investments Co., basybsidiary of SM Retail, invested

R100.0 million to acquire 25% ownership of thakautstanding shares of Fast Retailing
Philippines, Inc. accounted as an investment iassociate. The entity was organized with Fast
Retailing (Singapore) Co. Ltd. to engage in thail&tholesale trading of merchandise, such as
dry goods, wearing apparels and other merchanthsepetics, skin care and hair care products
and other related products under the brand namel&In

As at June 30, 2013, December 31, 2012 and Decedib@011, the fair values of investments in
associates which are listed in the PSE are asifsilo

June 30, December 31, December 31,

2013 2012 2011

(In Thousands)
BDO P158,844,179 R134,986,770 R80,928,951
China Bank 18,798,232 15,987,281 10,594,301
Belle 17,035,500 16,268,509 24,670,664
Atlas 8,921,230 11,272,094 5,325,521

HPI 1,591,090 1,575,258 1,036,979
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12. Property and Equipment

The movements in this account are as follows:

Store
Buildings, Equipment Furniture,
Condominium and Data Fixtures Machinery Leasehold Transportati Constructio
Units and Improvemen Processing and Office and Improvemen on n
Land Improvements ts Equipment Equipment Equipment ts Equipment in Progress Total
(In Thousands)

Cost
Balance as at December 31, 2010 B2,945,232 B2%B4 P6,638,725 B3,253,276 P3,050,238 RP2,424,50 P2,629,192 R626,380 P699,668 BP26,801,504
Additions 26,970 118,732 784,783 635,960 620,339 507,700 81618 258,957 648,946 4,791,062
Reclassifications 1,893 2,549 (615,945) 317,809 (186,048) (120,348) (61,331) (3,365) (383,445) (1,048,231)
Disposals/retirements - 1) (86,520) (74,484) (27,304) (10,407) (43) (301,378) - (500,137)
Balance as at December 31, 2011 2,974,095 4,655,572 6,721,043 4,132,561 3,457,225 2,801,446 3,756,493 580,594 965,169 30,044,198
Additions 183,851 1,594,292 1,119,843 428,180 767,679 690,526 1,180,589 38,469 611,142 6,614,571
Reclassifications (744,956) 764,325 (115,484) 141,191 (184,867) (23,739) 87,977 6,043 (329,884) (399,394)
Disposals/retirements — (2,644,901) (148,498) (163,128) (57,536) (99,186) (35,118) (31,879) (11,474) (3,191,720)
Balance as at December 31, 2012 2,412,990 4,389,28 7,576,904 4,538,804 3,982,501 3,369,046 4,989,941 593,227 1,234,953 33,067,654
Additions 337,301 164,800 542,807 227,421 222,770 159,235 ,4882 11,536 735,177 2,933,495
Reclassifications 22,666 1,031,657 901,558 209,901 (12,054) (7,485) (494,000) 3,149 (553,049) 1,100,877
Disposals/retirements (30,000) (199,640) 120,177 (58,817) (4,036) (18,393) (6,065) (2,658) (138,536) (337,968)
Balance as at June 30, 2013 B2,742,957 P5,364,639 R9,141,446 P4,917,309 P4,189,181 P3,502,403 5,022,324 R605,254 P1,278,545 36,763,739
Accumulated Depreciation and
Amortization
Balance as at December 31, 2010 B- B2,262,529 5448869 P2,394,063 P1,300,562 PR1,454,709 R1,172,404 BR303,829 BP-  13,B32,96!
Depreciation and amortization - 246,322 713,596 683 427,925 296,607 533,033 47,467 - 2,683,630
Reclassifications - (582) (598,186) (31,281) (106,226) (115,046) (88,726) (2,934) - (942,981)
Disposals/retirements - - (85,128) (41,815) (26,695) (1,306) — (66,826) — (221,770)
Balance as at December 31, 2011 - 2,508,269 4575,1 2,739,647 1,595,566 1,634,964 1,616,711 281,536 - 14,951,844
Depreciation and amortization - 381,307 825,626 493,886 500,992 387,047 706,388 5182, - 3,347,760
Reclassifications - (127,122) (236,144) (3,049) (42,307) (53,726) 32,125 (99) - (430,322)
Disposals/retirements — (1,535,720) (154,118) (120,030) (50,391) (90,035) (18,228) (19,624) — (1,988,146)
Balance as at December 31, 2012 - 1,226,734 5,010,515 3,110,454 2,003,860 1,878,250 ,3369097 314,327 - 15,881,137
Depreciation and amortization - 174,904 509,654 264,527 298,028 224,964 376,582 8704, - 1,873,529
Reclassifications - 396,626 432,787 46,029 6,614 (2,463) (250,778) 3,449 - 632,264
Disposals/retirements - (152,461) (1,334) (53,986) (2,179) (10,573) (3,679) (1,142) - (225,354)
Balance as at June 30, 2013 - P1,645,803 P5,952,6 P3,367,024 B2,306,323 P2,090,178 P2,459,122 P341,504 - P18,161,576
Net Book Value
As at June 30, 2013 R2,742,957 P3,718,836 P3aB9 P1,550,285 P1,882,858 P1,412,225 B2,5@3,20 B263,750 P1,278,545 P18,602,482
As at December 31, 2012 B2,412,990 B3,142,554 P2,566,389 P1,428,350 ,97BB41 P1,490,796 B2,652,944 B278,900 BB234, R17,186,517
As at December 31, 2011 B2,974,095 B2,147,303 2,148,892 P1,392,914 P1,861,659 P1,166,482 B2,139,782 P299,058 P965,169 B15,092,354
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As at June 30, 2013, December 31, 2012 and Dece®ib@011, the Group has no idle property
and equipment and the carrying amount of fully defated property and equipment still in use
amounted to B6,111.52 million, B4,644.3 millaord B4,148.3 million, respectively.

13. Investment Properties

The movements in this account are as follows:

Land and
Improvement Building
s and Buildings and Equipment, Construction
Land Use Improvement Furniture in
Rights S and Others Progress Total
(In Thousands)

Cost
Balance as at December 31, 2010 B27,302,498 gRoA7 R15,973,989 P12,828,906 P140,890,440
Additions 2,606,363 2,762,132 932,825 14,839,591 21,140,912
Reclassifications 508,106 6,742,227 549,958 (720889 662,090
Translation adjustment 153,159 387,953 64,394 B34 791,939
Disposals — (6,113) — (48,474) (54,587)
Balance as at December 31, 2011 30,570,126 944G1,2 17,521,166 20,668,255 163,430,793
Additions 4,766,518 10,150,742 2,907,309 10,107,534 27,932,10
Reclassifications (186,572) 7,850,434 1,260,406 (13,493,898) (4,569,630)
Translation adjustment (159,893) (611,091) (71,572) (220,612) (1,063,168)
Balance as at December 31, 2012 34,990,180 112861 21,617,310 17,061,277 185,730,098
Additions 953,272 1,903,730 643,310 6,710,641 10,210,953
Reclassifications 10,785 5,358,020 (234,872)  (5,675,787) (541,854)
Translation adjustment 210,444 1,031,975 123,553 5,086 1,721,068
Disposals (654) (654)
Balance as at June 30, 2013 P36,164,681 B1204854, B22,149,301 18,451,227 P197,119,610
Accumulated Depreciation, Amortization
and Impairment Loss
Balance as at December 31, 2010 B1,123,236 3,880 B8,024,378 B- B27,223,196
Depreciation and amortization 46,470 3,186,275 @, 275 — 4,509,470
Reclassifications - 217,003 - - 217,002
Impairment loss - - - 123,564 123,564
Translation adjustment 7,731 51,228 22,690 — 81,649
Balance as at December 31, 2011 1,177,437 21530,0 9,323,793 123,564 32,154,882
Depreciation and amortization 72,584 3,229,407 8,um - 4,710,110
Reclassifications (323,275) (664,505) (179) - (987,959)
Translation adjustment (10,232) (76,254) (31,139) — (117,625)
Balance as at December 31, 2012 916,516 24,018,734 10,700,593 123,564 35,759,408
Depreciation and amortization 48,618 1,859,347 BB, 2,734,113
Reclassifications 123,566 (441,518) (123,564) (441,516)
Translation adjustment 14,984 123,707 45,648 &H,3
Disposals (16) 0
Balance as at June 30, 2013 P1,103,684 P25,560,25 P11,572,389 PO P38,236,327
Net Book Value
As at June 30, 2013 P35,060,997 R94,794,147 B16§,912 P18,451,227 P158,883,283
As at December 31, 2012 B34,073,665 P88,042,595 =10,9P6,715 P16,937,715 BR149,970,690
As at December 31, 2011 B29,392,689 B73,141,158 =8,19P,373 20,544,691 P131,275,911

The fair value of investment properties amounteB374,985 million as at February 28, 2013 as
determined by an independent appraiser who hotdsagnized and relevant professional
qualification. The valuation of investment profestwas based on market values using income
approach for income-generating properties andapgstoach or market data approach for
nonincome-generating properties, depending on venetiere is an active market for these
properties. The fair value represents the amaunhech the assets can be exchanged between a
knowledgeable, willing seller and a knowledgeatblding buyer in an arm’s length transaction at
the date of valuation, in accordance with Inteonal Valuation Standards as set out by the
International Valuation Standards Committee.
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Included under “Land” account are the 212,119 ssjuaeters of real estate properties with a
carrying value of B470 million, B447 million aRd74 million as at June 30, 2013, December 31,
2012 and December 31, 2011, respectively, and adhie of B13,531 million as at August 2007,
planned for residential development in accordanitie tive cooperative contracts entered into by
Mega Make and Affluent with Grand China Internatibhimited (Grand China) and Oriental
Land Development Limited (Oriental Land) on Mardj 2007. The value of these real estate
properties were not part of the consideration artingrio B10,827 million paid by the Parent
Company to Grand China and Oriental Land. Accalginthe assets were recorded at their
carrying values under “Investment properties - metiount and a corresponding liability
equivalent to the same amount, which is shown g0p&0ther noncurrent liabilities” account in
the consolidated balance sheets.

Portions of investment properties located in Chitith carrying value of B4,475.0 million,
B4,852.0 million and B3,896.0 million as at J8Be2013, December 31, 2012 and December 31,
2011, respectively, and estimated fair value d,B29.0 million, B10,874.0 million and

P13,541.0 million as at June 30, 2013, Decembgp@12 and December 31, 2011, respectively,
were mortgaged as collaterals to secure the darriestiowings in China (see Note 18).

Rent income from investment properties amounte®il®,870.0 million and B12,406.0 million for
the six months ended June 30, 2013 and 2012, tesggc Direct operating expenses from
investment properties that generated rent inconauated to B7,708.0 million and B6,793.0
million for the six months ended June 30, 2013 202, respectively.

Construction in progress account includes shoppialj complex under construction of

SM Prime. In 2013, shopping mall complex understarction mainly pertains to costs incurred
for the development of SM City BF Parafaque, SMsigieaCity Cebu, SM City Cauayan, SM
Tianjin and SM Zibo and the ongoing expansionsrandvations of SM City Sta. Rosa, SM City
Clark, SM City Lipa and SM Megamall.

Shopping mall complex under construction includest of land amounting to B2,099.0 million
B1,615.0 million and B1,575.0 million as at J8Be2013, December 31, 2012 and December 31,
2011 respectively.

Construction contracts with various contractorates to the construction of the above-mentioned
projects amounted to B52,488.0 million, B53,968il0on and B39,240.0 million as at June 30,
2013, December 31, 2012 and December 31, 201katsgly, inclusive of overhead, cost of
labor and materials and all other costs necessamhé proper execution of the works. The
outstanding contracts are valued at B11,987.@omjl214,393.0 million and B10,268.0 million as
at June 30, 2013, December 31, 2012 and Decemb2031, respectively.

Interest capitalized to shopping mall complex uramrstruction amounted to B18.0 million and
B114.0 million as at June 30, 2013 and Decembe2@®I12, respectively. Capitalization rates used
were 5.99% and 6.13% as at June 30, 2013 and Dec&hp2012, respectively.
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14. Land and Development and Condominium Units for Sale

This account consists of the following:

2013 2012 2011

Condominium units for sal B3,869,81! B2,670,94. B1,115,87
Land and developme 36,491,732 30,197,86 23,012,45
P40,361,54 £32,868,80 B24,128,33

Land and development, which amounted to B36,49ilion, B30,197.9 million and
P23,012.5 million as at June 30, 2013, Decembgp@12 and December 31, 2011, respectively,
include land and cost of ongoing condominium prigjec

Condominium units for sale amounting to B3,869ian, B2,670.9 million and B1,115.9 million
as at June 30, 2013, December 31, 2012 and Dec&hp2d11, respectively, pertain to
completed projects of SMDC, Costa and ICDC. Theuwmts were included under “Other current
assets” account in the consolidated balance sfsadNote 9).

The condominium units for sale and land and devebtoy are stated at cost as at June 30, 2013,
December 31, 2012 and December 31, 2011.

Borrowing costs capitalized by the Group to land davelopment account amounted to

Bnil million and B44.8 million in 2013 and 2018spectively. The average rates used to
determine the amount of borrowing costs eligiblecapitalization is 5% in 2013 and 2012.
Interest expense charged to operations amountd2d million and Bnil million in 2013 and
2012, respectively.

15. Intangibles and Other Noncurrent Assets

Intangibles
This account consists of:

June 30, December 31, December 31,

2013 2012 2011

(In Thousands)
Goodwill B12,490,575 B9,321,057 B9,321,057
Less accumulated impairment loss 91,619 91,619 91,619
Net book value 12,398,956 9,229,438 9,229,438
Trademarks and brand names 6,124,762 6,124,762 6,124,762

P18,523,718 PR15,354,200 P15,354,200

Goodwill is allocated to SM Prime, SM Land, Primetkbestate Inc. (formerly Pilipinas Makro,
Inc.), Supervalue, Inc. (SVI), Super Shopping Markec. (SSMI), Waltermart Supermarket, Inc.
and Summerhills Home Development Corporation (SHBC$eparate cash generating units.
Trademarks and brand names pertain to that ofupersarket and hypermarket business of the
Group which were acquired in a business combinati@?06. The trademarks and brand names
were assessed to have an indefinite life and wagdaising the Relief-from-Royalty Method.
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The royalty rate was 3.5%, which was the prevaitimgalty rate in 2006 in the retail assorted
category where the two entities fall.

The recoverable amount of goodwill, trademarkslaiachd names have been determined using the
cash flow projections based on the financial buslgeproved by senior management covering a
three-year period. The calculation of value-in-iss@ost sensitive to pre-tax discount rates. The
pre-tax discount rates applied to cash flow prajestranged from 6.61% to 9.14% as at March
31, 2012. The discount rates were determined basdide yield of ten-year government bonds at
the beginning of the forecasted year. Discourgsragflect the current market assessment of the
risks to each cash generating unit and were estihizdsed on the average percentage of weighted
average cost of capital for the industry. The veds further adjusted to reflect the market
assessment of any risk specific to the cash-gengrait for which future estimates of cash flows
have not been adjusted. Management assessedttesisonable possible change in pre-tax
discount rates and future cash inflows would cdlieearrying value of goodwill, trademarks and
brand names in 2013 to materially exceed its reedle amount.

In 2013, SM Retail acquired 193.8 million commoargs of Waltermart Supermarket, Inc. for
P3,570.0 million representing 51.0% equity interds 2013, the Group accounted for the
purchase price allocation on provisional basisdpenthe information on the fair value of
Waltermart Supermarket, Inc.’s net assets.

Other Noncurrent Assets
This account consists of:

June 30, December 3. December 3:
2013 201z 2011

(In Thousands)
Receivables from real estate buyers (see Note 8) B16,654,92 B14,401,51 B8,739,412

Deposits and advance ren 8,715,433 8,149,022 5,030,88:
Advances for property development ¢ 2,72291¢ 1,962,57: -
Derivative assets (see Notes 24 and 25) 2,059,62 109,97¢ 159,461
Deferred input VAT 1,024,264 962,62 380,994
Defined benefit asst 356,75¢ 662,19: 705,92¢
Long-term notes (see Note 20) 218,124 306,72: 506,724
Deferred charges 190,126 - -
Escrow fund 117,894 98,99¢ 2,195,691
Advances from a related pa - - 6,000,001
Treasury bonds - - 200,000
Others 1,400861 1,322,87 476,538

P33,460,92 B27976,51! B24,395,631

Deposits and advance rentals substantially petodime lease agreements entered into by SM
Prime for certain parcels of land where some ahigdls are constructed. The lease agreements
provide that the security deposits will be applieduture rentals. Consequently, the said deposits
and advance rentals are not remeasured at amoctzed

Long-term notes pertain to unquoted and unsecwiedrdinated debt instruments which carry
fixed interest rates per annum ranging from 7.0%.5®% as at June 30, 2013, December 31,
2012, and December 31, 2011. The B88.6 millidhmature on May 29, 2018 and the remaining
P218.1 million will mature on March 20, 2019. T&8.6 million long-term notes were redeemed
on May 31, 2013.
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Escrow fund amounting to B117.9 million, B99.@liom, and B2,195.7 million as at June 30,
2013, December 31, 2012, and December 31, 201deatdgely, pertains mainly to the amounts
deposited in the account of an escrow agent asregbjoy the Housing and Land Use Regulatory
Board (HLURB) in connection with SMDC's temporaigdnse to sell prior to HLURB's issuance
of a license to sell and certificate of registratio

16. Bank Loans

This account consists of:

June 30, December 31, December 31,
2013 2012 2011

(In Thousands)

Parent Compan
U.S. dollar-denominated loans  B1,296,000 B2,052,500 P3,857,920

Peso-denominated loans - 11,783,400 15,500,000
Subsidiaries-
Peso-denominated loans 36,179,390 17,958,075 6,390,000

P37,475,39 £31,793,97 £25,747,92

The U.S. dollar-denominated loans amounting to W@S%fillion, with peso equivalents of
P1,296.0 million and B1,231.5 million as at J8Ae2013 and December 31, 2012, respectively,
and US$88.0 million, with peso equivalent of B3,85million as at December 31, 2011, bear
interest based on London Inter-Bank Offered RatB@R) plus margin. The U.S. dollar-
denominated loans amounting to US$20.0 millionhwiéso equivalents of B821.0 million as at
December 31, 2012, bear annual interest rate dP4 (3ee Note 24). The peso-denominated
loans bear annual interest rates ranging from 3.&08%01% and 3.25% to 5.00% in 2013 and
2012, respectively. These loans have maturitidsssfthan one year (see Note 18).

17. Accounts Payable and Other Current Liabilities
This account consists of:

June 30, December 3: December 3:

2013 2012 2011
(In Thousands)

Trade P35,312,03 B34,304,24 B28,639,47
Payable arising from acquisition of land 4,802,48! 6,100,508 3,116,058
Nontrade 3,289,04( 2,276,078 2,078,768
Payable to government agen 3,343,40! 2,334,79 1,426,23
Due to related parties (see Note 2,469,99 3,265,01 2,734,41!
Accrued interest (see Notes 16, 18 and 20) 2,123,40. 2,537,777 1,702,660
Gift checks redeemable and others 2,106,94 2,672,556 2,088,702
Derivative liabilities (see Notes 24 and 25) 715602 2,493,651 124,222
Accrued utilitie: 1,710,40: 866,15( 751,20t
Subscription payable - - 1,101,205
Other accruals (see Note 20) 1,140,27. 1,015,104 986,860

P57,013,59 P57,865,87 R44,749,807
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The terms and conditions of the above liabilitieofv:

Trade payables primarily consist of liabilitiessiappliers and contractors, which are
noninterest-bearing and are normally settled o 80030 days’ term.

Payable arising from, nontrade payables, accruedest and others are expected to be settled
within the next financial year.

Payable arising from acquisition of land is expédtebe settled within one to three years.
The terms and conditions relating to due to relaggaties are discussed in Note 20.
Gift checks are redeemable at face value.

Payable to government agencies mainly consistsitpiub tax which are normally settled
within the next financial year.

Accrued expenses pertain to accrued and unpaidgsadeneral and administrative expenses
which are normally settled within the next finarigiaar.
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18. Long-term Debt

This account consists of:

June 30, 201:

December 31, 2012

December 31, 2011

Gross Amouni Debt Issue Cos  Net Amount Gross AmountDebt Issue Cost Net Amount Gross Amount Debt Issue Cost Net Amount
(In Thousands)
Parent Company
U.S. dollar-denominated:
Fixed rate bonds B65,105,61C (P412,305) P64,691,30 P61,813,938 (R449,782) P61,364,156 BR43,990,263 (B357,171) B43,633,092
Convertible bonds 4,51€,847 (76,697) 4,440,15 9,407,559 (183,247) 9,224,312 979,645 (8,256) 971,389
Peso-denominated:
Seven-year and ten-year
corporate notes - - - 4,995,000 (37,757) 4,957,243 5,000,000 (42,578) 4,957,422
Five-year fixed rate notes - - - 6,699,043 (36,984) 6,662,059 6,700,000 (49,708) 6,650,292
Five-year and seven-year retail
bonds 9,400,000 (22,207) 9,377,793 9,400,000 (32,107) 9,367,893 9,400,000 (47,422) 9,352,578
Seven-year and ten-year retail
bonds 13,082,270 (102,176) 12,980,094 14,282,270 (118,549) 14,163,721 - - -
Bank loans collateralized
with time deposits 3,000,000 (5,084) 2,994,916 3,000,000 (6,635) 2,993,365 8,950,000 (15,070) 8,934,930
Preferred shares - - - - - - 200,000 (131) 199,869
Other bank loans 15,82E,45( (327,49)) 15,497,95 8,050,000 (10,945) 8,039,055 9,548,500 (17,921) 9,530,579
Subsidiaries
U.S. dollar-denominated:
Five-year term loans 11,664,00C (167,450) 11,496,55 11,083,500 (186,538) 10,896,962 6,356,800 (255,267) 6,101,533
Two-year, three-year and
five-year bilateral loans 1,080,000 (2,339) 1,077,661 1,026,250 (5,008) 1,021,242 1,096,000 (11,071) 1,084,929
Five-year syndicated loan 15,120,000 (352,157) 14,767,843
Other bank loans 3,672,00C (47,047) 3,624,95. 2,463,000 (24,888) 2,438,112 3,068,800 (38,021) 3,030,779
China yuan-renminbi
denominated:
Three-year loan 1,05¢,142 - 1,055,14 1,111,112 - 1,111,112 1,299,441 - 1,299,441
Five-year loan 2,286,874 - 2,286,874 2,272,374 - 2,272,374 2,599,819 - 2,599,819
Eight-year loan 277,388 - 277,388
Peso-denominated:
Three-year and five-year fixed
rate notes 2,000,000 (34,561) 1,965,439 18,313,000 (84,747) 18,228,253 10,000,000 (55,774) 9,944,226
Five-year and ten-year fixed
and floating rate notes 7,375,500 (52,249 7,323,259 7,500,000 (57,081; 7,442,919 - - -
Five-year, seven-year and ten-
year fixed and floating rate B14,516,400 (R116,760) R14,399,640 P5,000,000 (B33,540) P4,966,460 B- = B-
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June 30, 201° December 31, 2012 December 31, 2011
Gross Amouni Debt Issue Cos  Net Amount Gross AmountDebt Issue Cost Net Amount Gross Amount Debt Issue Cost Net Amount

(In Thousands)

notes
Five-year, seven-year and ten-
year corporate notes 6,664,000 (30,097) 6,633,903 6,860,000 (36,161) 6,823,839 6,930,000 (45,829) 6,884,171
Five-year and ten-year
corporate notes 1,100,000 (7,389) 1,092,611 1,100,000 (7,849) 1,092,151 4,289,350 (24,457) 4,264,893
Five-year floating rate notes 4,900,001 (24,821) 4,875,17' 4,950,000 (29,172) 4,920,828 5,000,000 (37,587) 4,962,413
Five-year, seven-year and
ten-year fixed rate notes - - - 800,000 (4,658) 795,342 1,997,030 (11,355) 1,985,675
Five-year bilateral loans 500,000 (1,784) 498,216 500,000 (2,009) 497,991 546,875 (2,584) 544,291
Other bank loans 8,943,56( (15,773) 8,927,78 9,133,550 (20,510) 9,113,040 9,203,500 (28,229) 9,175,271
191,805,65 (1,798,373 190,007,28 189,760,596  (1,368,167) 188,392,429 137,433,411  (1,048,431) 136,384,980
Less current portion 22,42¢,17¢ (23,740 22,405,43 13,889,278 (29,720) 13,859,558 7,935,231 (14,270) 7,920,961

Noncurrent portio P169,376,47 (1,774,633 P167,601,84 P175,871,318 (P1,338,447) P174,532,871 R129,498,180 (P1,034,161) P128,464,019
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Parent Company

Fixed Rate Bonds

US$500.0 million Senior Bonds

On October 17, 2012, SMIC issued US$500.0 milliemiar bonds, with peso equivalent of B
21,600.0 million as at June 30, 2013 and B20,528ldn as at December 31, 2012, which bear a
fixed interest rate of 4.25% per annum, payable-semually in arrears. The bonds will mature
on October 17, 2019.

US$400.0 million Exchanged Bonds

On October 13, 2010, SMIC issued US$400 milliondsowith peso equivalents of B16,513.2
million and B15,641.8 million as at June 30, 28h8 December 31, 2012, respectively, which
bear a fixed interest rate of 5.5% per annum, daysdmi-annually in arrears and will mature on
October 13, 2017. This issuance is comprised &1886.3 million (B7,741.5 million) additional
bonds, and US$82.9 million (B3,388.8 million) an8$130.8 million (B5,382.9 million)
exchanged bonds from the existing US$350.0 miiat5% bonds due 2013 and US$500.0
million 6.0% bonds due 2014, respectively. Thehexge was not accounted for as an
extinguishment but merely a modification of ternesduse the terms of the exchanged bonds are
not substantially different from the existing bor{ds., the difference between the present value of
the cash flows of the exchanged bonds and themgreakie of the remaining cash flows of the
existing bonds discounted using the original effecinterest rate did not exceed 10%).

US$500.0 million Bonds

On September 22, 2009, SMIC issued US$500.0 mibimmds, with peso equivalent of
B16,379.5 million and B15,564.4 million as atel@A, 2013 and December 31, 2012,
respectively, which bear a fixed interest rat€.086 per annum, payable semi-annually in
arrears. The bonds will mature on September 224 .20

US$350.0 million Bonds

On July 17, 2008, SMIC issued US$350.0 million bmmith peso equivalents of
B10,610.9 million and B10,082.8 million as atel@0, 2013 and December 31, 2012,
respectively, which bear a fixed interest rate.@666 per annum, payable semi-annually in
arrears. The bonds will mature on July 18, 2018raay be redeemed at the option of the
relevant holder beginning July 18, 2011 at theqipia amount.

Convertible Bonds

US$250.0 million Convertible Bonds

On February 15, 2012, SMIC issued at face valu5Eg&coupon US$250.0 million (carrying
value of which amounted to P4,516.8 million ar®d4®7.6 million as at June 30, 2013 and
December 31, 2012, respectively), with a yield ttumty of 2.875% due on February 15, 2017 at
106.67%. Interest on the Bonds is payable semi@hn The bonds contain multiple embedded
derivatives (i.e., conversion option, call optioxdagut option) which are further discussed in Note
25.

The conversion option entitles the holder to coniteroutstanding bonds for SMIC’s common
shares at any time, on or after June 15, 2012 tinatitlose of business on February 5, 2017,
unless previously redeemed, converted or purchesgdancelled, at an initial conversion price
of B781.44 per share translated into U.S. do#aesfixed conversion rate of B42.711 to US$1.00.
At various dates in 2013, the bondholders of US¥18&8llion (B5,258.6 million) opted to convert
their holdings into 7,542,539 of SMIC’s shares.
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The put option entitles the bondholders to regthieeParent Company to redeem all or some of its
Bonds on February 15, 2015 (put date) at 103.89%.

Lastly, the call option gives right to the Parewngpany to redeem the Bonds, in whole but not in
part at their early redemption amount on the daglffor redemption, provided, however, that no
such redemption may be made unless the closing pfithe shares of the Parent Company
(translated into US Dollars at the prevailing rdt)each of the 30 consecutive trading days, the
last of which occurs no more than five days prioréademption notice, was at least 130% of the
applicable early redemption amount divided by theversion ratio.

US$300.0 million Convertible Bonds

On March 19, 2007, SMIC issued at face zero cowp®$300.0 million Convertible Bonds (the
Bonds) (financial liability component amounted tbas at June 30, 2013, December 31, 2012 and
December 31, 2011, respectively), with a yield &tumty of 3.5% due on March 20, 2012 at
118%. The bonds contain multiple embedded devigstii.e., conversion option, call option and
put option) which are further discussed in Note 25.

The conversion option entitles the holder to coniteroutstanding bonds for SMIC’s common
shares at any time, on or after June 30, 2007 tinatitlose of business on March 13, 2012, unless
previously redeemed, converted or purchased antkliad. Starting April 25, 2007, the
conversion price is equal to B453.39 a sharey, gifteng effect to the 4.27% stock dividend.

The remaining value of convertible bond amountm§4.7 million (2201.4 million) matured on
March 19, 2012. The derecognition of the fair eatdi the related derivative liability on the same
date resulted in a gain of B28.8 million, showdeni' Gain (loss) on fair value changes on
derivatives - net” account in the consolidatedestegnts of income.

The put option entitles the bondholders to reqg8MIC to redeem all or some of its Bonds on
March 19, 2010 (put date) at 110.97%. A total 8%246.3 million (B11,253.5 million) bonds
were redeemed, which resulted in a gain of B8adllon shown under “Gain on disposal of
investments and properties” account in the 201@alkfated statements of income. The fair
value of the related derivative liability derecamgd upon early redemption amounted to US$35.2
million (B1,609.7 million) (see Note 25).

Lastly, the call option gives right to SMIC to rese the remaining Bonds, in whole but not in
part at their early redemption amount on the daglffor redemption, provided, however, that no
such redemption may be made unless the closing pfithe shares of SMIC (translated into US
Dollars at the prevailing rate) for each of thecB@secutive trading days, the last of which occurs
no more than five days prior to redemption noticas at least 130% of the applicable early
redemption amount divided by the conversion ratio.

Seven-year and Ten-year Fixed Rate Corporate Notes

On September 26, 2011, SMIC issued fixed rate catpaotes comprised of seven-year or Series
A Notes and ten-year or Series B Notes due on Bdgate26, 2018 and September 26, 2021,
respectively. The total issuance amounted to B9hdlion and B4,084.0 million for the Series A
and Series B Notes, respectively.

The Series A Notes have a term of seven yearsthernssue date, with a fixed interest rate
equivalent to 5.75% per annum payable semi-annuabyrears starting March 26, 2012. The
Series B Notes have a term of ten years from theeiglate, with a fixed interest rate equivalent to
6.625% per annum payable semi-annually in arr¢arsrgg March 26, 2012.
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The Series A and B Notes have principal repayme@tldso of the principal amount in annual
installments that will commence on the twelfth{)Lehonth from the issue date, with the last
installment payment to be made on maturity date.

The Series A and B Notes was pre-terminated onl Apri2013. Outstanding balance as at
December 31, 2012 for the Series A and B Notes ateduo B915.1 million and B4,079.9
million, respectively.

Five-year Fixed Rate Corporate Notes

On February 7, 2011, SMIC issued corporate notesiating to B6,700.0 million, which bear a
fixed interest rate of 6.17% per annum, payable-semually in arrears. The corporate notes has
an original maturity date of February 8, 2016. Tbées have principal repayment of B1.0 million
that will commence on the twelfth month from thsuis date, with the last installment payment to
be made on maturity date. SMIC prepaid the BB®#illion fixed rate notes on March 7, 2013.

Five-year, Seven-year and Ten-year Retail Bonds

On June 25, 2009, SMIC issued fixed rate bondsglwbomprised of 5-year or Series A Bonds
and 7-year or Series B Bonds due on June 25, 2@d dune 26, 2016, respectively. The total
issuance amounted to B8,400.0 million and B1Q0®Mlion for the Series A and Series B Bonds,
respectively.

The Series A Bonds have a term of five years amddaty from the issue date, with a fixed interest
rate equivalent to 8.25% per annum payable semiallynin arrears starting December 26, 2009.
The Series B Bonds have a term of seven yearstfterissue date, with a fixed interest rate
equivalent to 9.10% per annum payable semi-annualyrears starting December 25, 2009.

Seven-year and Ten-year Retail Bonds

On July 16, 2012, SMIC issued fixed rate bondscivitiomprised of 7-year or Series C Bonds
and 10-year or Series D Bonds due on July 16, 2081Q)uly 16, 2022, respectively. The total
issuance amounted to B5,623.5 million and B886&Mlion for the Series C and Series D Bonds,
respectively. On February 27, 2013, a total d@®@ million Series C and B600.0 million Series
D Bonds were redeemed.

The Series C Bonds have a term of seven yearstfrenissue date, with a fixed interest rate
equivalent to 6.00% per annum payable semi-annurallyrears starting January 16, 2013. The
Series D Bonds have a term of ten years from theeiglate, with a fixed interest rate equivalent to
6.94% per annum payable semi-annually in arreartirg January 16, 2013

On February 27, 2013, SMIC redeemed P600.0 mi#ach for Series C and D Bonds.

Outstanding balance as at June 30, 2013 for thesSerand D Bonds amounted to P5,741.2
million and P8,058.8 million, respectively.
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Bank Loans Collateralized with Time Deposits

On January 8, 2010, SMIC obtained two five-yeanteyans amounting to B1,500.0 million each.
The loans are based on a three-month Philippindirnge8ystem Treasury-Fixing (PDST-F) rate
plus an agreed margin. Interest on these logoayigble quarterly in arrears.

On October 16, 2007, SMIC obtained a five-year tleram amounting to B6,000.0 million, which
bears interest based on a three-month PDST-F Iiegeap agreed margin, payable quarterly in
arrears. On October 12, 2011, SMIC paid B50.0anibf this loan. The remaining value
amounting to B5,950.0 million matured on Octol&r2D12.

These loans are collateralized by a portion of SKltitne deposits amounting to
US$475.0 million with peso equivalents of B20,82@illion and B19,498.8 million as at June
30, 2013 and December 31, 2012, respectively (s¢e 6).

Other Peso Bank Loans
This account includes the following:

June 30, December 31, December 31,

2013 2012 2011
(In Thousands)
Ten-year term loans B1,150,000 B2,050,000 B2,050,000
Seven-year term loans 4,250,000 3,000,000 4,498,500
Five-year term loar 10,425,450 3,000,00i 3,000,00!
B15,825,45 B8,050,000 B9,548,500

= In April 2013, SMIC obtained a ten-year and twoeseyear loans amounting to B100.0
million and B2,250.0 million, respectively whickdy fixed interest rate of 4.64% and 4.39%
per annum, respectively.

= |n January 2008, SMIC obtained two ten-year teramgoamounting to B1,050.0 million and
B500.0 million, which bear fixed interest rate6@5% and 6.71% per annum, respectively.
SMIC prepaid the B500.0 million ten-year term loanJanuary 4, 2013. Outstanding balances
of these loan as at June 30, 2013, December 32,&td December 31, 2011 amounted to
B1,050.0 million, B1,550.0 million and B1,556nillion, repectively.

= In April 2008, SMIC obtained seven-year and tenryean loans amounting to
B500.0 million each, which bear fixed interesesanf 8.57% and 8.79% per annum,
respectively. The seven-year term loan has arpruadipal repayment of B0.5 million that
will commence on the twelfth (2 month from the issue date, with the last instatin
payment to be made on maturity date. On AprilZZ8,2, SMIC paid the total outstanding
balance of the seven-year term loan amountingt88B million. Outstanding balance of the
seven-year and ten-year term loans amounted & it June 30, 2013 and B500.0 million as
at December 31, 2012 and December 31, 2011.

= In March 2008, SMIC obtained a seven-year term Byaounting to B1,000.0 million, which
bears a fixed interest rate of 7.28% per annumICMepaid the B1,000.0 million seven-year
term loan on March 6, 2013.

= The seven-year term loans also include B2,00diméand B1,000.0 million fixed rate loans
with interest rates of 6.90% and 6.91%, respedctivél likewise includes B2,000.0 million
floating rate loan with interest based on 3-mori¥sP-F plus an agreed margin. The loans
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will mature in October and November 2014. On JanB4, 2011 and November 23, 2012,
SMIC prepaid the B2,000.0 million and B1,000.0ioni fixed rate loans, respectively.
Outstanding balance as at June 30, 2013 and Dec&hb2012 amounted to B2,000.0
million.

= |n June 2013, SMIC obtained three five-year loanaming to B2,478.0 million, B2,888.2
million and B2,059.3 million, respectively whichdy fixed interest rates of 4.03%, 3.98% and
4.05% per annum, respectively.

= In February 2009, SMIC obtained a five-year teramlamounting to B3,000.0 million which
bears an accrual interest rate of 4.39%. Outstgrailance as at June 30, 2013, December
31, 2012 and December 31, 2011 amounted to BB, 0di0ion.

Subsidiaries

US Dollar-denominated Five-year Term Loans

This represents a US$270.0 million unsecured loatained on various dates in 2012 and 2011
by SM Prime. The loans bear interest rates basddndon Inter-Bank Offered Rate (LIBOR)
plus spread, with a bullet maturity on March 211@0

U.S. Dollar-denominated Five-Year Term Syndicatedris

This represents a US$200 million unsecured loaainkd on January 29, 2013. The loan bears an
interest rate based on LIBOR plus spread, withlietonaturity on January 29, 2018. This loan is
hedged against interest rate and foreign exchasigeusing cross currency swap contracts

U.S. Dollar-denominated Five-Year Syndicated Loan

This represents a US$150 million out of US$300iomlunsecured loan obtained by SM Prime on
April 16, 2013. The loan bears an interest rateebaon London Inter-Bank Offered Rate

(LIBOR) plus spread, with a bullet maturity on Janu29, 2018. Portion of the loan amounting

to US$150 million is hedged against interest rai@ f@reign exchange risks using cross currency
swap contracts.

US Dollar-denominated Two-year, Three-year and y@@&r Bilateral Loans

The US$75.0 million unsecured loans were obtaine8M Prime in November 2008. The loans
bear interest rates based on LIBOR plus spreat,lwillet maturities ranging from two to five
years. SM Prime prepaid the US$30.0 million (B&,8 million) and the US$20.0 million
(B950.4 million) unsecured loans on November 8202and June 1, 2009, with original maturity
dates of November 28, 2011 and November 19, 2@5pectively. The remaining balance of
US$25.0 million will mature on November 20, 2013.

Other US Dollar-denominated Bank Loans
This consists of the following:

= US$10 million and US$25 million, out of US$50 nulti five-year bilateral unsecured loan,
obtained by SM Prime on December 7, 2012 and Jariikar2013, respectively. The loan
bears interest rate based on LIBOR plus spreat,anitullet maturity on August 30, 2017.

= US$20.0 million (B864.0 million) and US$30.0 nahi (B1,296.0 million) five-year bilateral
unsecured loans were obtained by SM Prime on AptiP011 and November 30, 2010,
respectively. The loans bear interest rate basddBOR plus spread, with bullet maturity on
November 30, 2015.
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= US$20 million three-year bilateral unsecured loeawth on July 13, 2010. The loan bears
interest rate based on LIBOR plus spread, withlitonaturity on January 14, 2013. The
loan was prepaid on January 13, 2012. The relatachortized debt issuance costs charged
to expense amounted to B25 million in 2012.

China Yuan Renminbi-denominated Three-year Loan

This represents a three-year loan obtained by Siviefon March 28, 2011 amounting to ¥187.4
million out of the ¥250 million loan facility toriance the construction of shopping malls. SM
Prime prepaid portion of this loan amounting to ¥iiBion each in 2013 and 2012. The loan has
a floating rate with an annual repricing at prewgilrate dictated by Central Bank of China less
5% and will mature on March 27, 2014. The loarrdea interest rate of 6.20% in 2013 and
2012, respectively.

China Yuan Renminbi-denominated Five-year Loan
This consists of the following:

= This represents a five-year loan obtained by Svh@mn August 26, 2009 amounting to
¥350.0 million to finance the construction of shimgpmalls. The loan is payable in semi-
annual installments until 2014. The loan has atfig rate with an annual repricing at
prevailing rate dictated by Central Bank of Chiess| 10%. The loan carries an interest rate
of 5.76% in 2013 and 2012.

= This represents a five-year loan obtained by Svh@idn August 27, 2010 amounting to
¥150.0 million to finance the construction of shimgpmalls. Partial drawdown totaling ¥61
million was made as at June 30, 2013. The lopaysble in 2015. The loan has a floating
rate with an annual re-pricing at prevailing raietated by Central Bank of China less 10%.
The loan carries an interest rate of 5.76% in 28182012 (see Note 25).

= This represents an eight-year loan obtained oniDkee28, 2005 amounting to ¥155 million
to finance the construction of shopping malls. Tdan is payable in annual installments with
two years grace period until December 2012. Tha lwas a floating rate with an annual re-
pricing at prevailing rate dictated by Central BafilChina less 10%. The loan bears interest
rate of 6.35% in 2012 and 2011.

The China yuan renminbi-denominated loans are eddy investment properties in China
(see Note 13).

Philippine Peso-denominated Three-year and Fivefygad Rate Notes
This consists of the following:

= OnJune 3, 2013, SMDC issued Series "A" and S#Bepeso-denominated fixed rate
corporate notes amounting to B 3,740.0 million &®]460.0 million, respectively. The
Series "A" and Series "B" notes have fixed interatds of 5.6% and 5.9%, which are payable
semi-annually, and with maturity dates of March@@2d March 2023, respectively.

= On December 27, 2012, SMDC obtained long-term Byanunting to B2,000.0 million from a
local bank with an interest rate of 4.72%, payajiarterly and will mature on December 23,
2015.

= On April 27, 2012, SMDC issued five-year fixed ratgporate notes amounting to
B6,313.0 million which will mature on various dattarting April 27, 2013 up to July 27,
2017. The notes have fixed interest rate of 6.@aYable semi-annually. The notes were
pre-terminated in June 2013.
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= OnJune l, 2010, SMDC issued a three-year and/Baefixed rate corporate notes
amounting to B2,000.0 million and B8,000.0 millicespectively. The three-year and five-
year fixed rate notes bear fixed interest rate& 8% and 7.7%, respectively, payable semi-
annually and will mature on June 1, 2013 and Jur2®25, respectively. SMDC has an
option to prepay the notes subject to a fixed premant penalty. The prepaid amount shall
include the outstanding principal obligation, acgraed interest on the notes and the
prepayment penalty. The notes were pre-termiriatddne 2013.

Philippine Peso-denominated Five-year and Tendyead and Floating Rate Notes

This represents a five-year and ten-year floatmdjfaxed rate notes obtained by SM Prime on
June 19, 2012 amounting to B3,450.0 million ah@®@0.0 million for the floating and

B680.0 million and B2,370.0 million for the fixgdspectively. The loans bear an interest rate
based on PDST-F plus margin for the floating a2@% and 6.81% for the five-year and ten-year
fixed, respectively. The loans have bullet maitesiin 2017 and 2022, respectively. SM Prime
prepaid a portion of fixed rate notes amounting5® million on March 19, 2013, the related
unamortized debt issuance costs charged to expemsented to B0.4 million in 2013 (see Note
25).

Philippine Peso-denominated Five-year, Seven-ya@diTan-year Fixed and Floating Rate Notes
This represents a five-year floating, five-yeareseyear and ten-year fixed rate notes obtained
by SM Prime on January 12, 2012 amounting to E2G80lion, B1,012.0 million, B133.0 million,
and B3,655.0 million, respectively. The loans lzeinterest rate based on PDST-F plus margin
for the five-year floating and 5.86%, 5.97% anddéclfor the five-year, seven-year and ten-year
fixed, respectively. The loans have bullet matesiin 2017, 2019 and 2022, respectively. SM
Prime prepaid a portion of fixed rate notes amagnto B196.0 million on April 12, 2013. The
related unamortized debt issue costs charged &nsgpamounted to B5.0 million in 2013.

(see Note 25).

Philippine Peso-denominated Five-year, Seven-ysdiTan-year Corporate Notes

This represents a five-year floating and five-ysaren-year and ten-year fixed rate notes
obtained by SM Prime amounting to B3,000.0 milliét,134.0 million, B52.5 million and

B813.5 million, respectively, out of B7,000.0lioil facility obtained on December 20, 2010. The
remaining B2,000.0 million floating rate note vedtained on June 13, 2011. The loans bear an
interest rate based on PDST-F plus margin foritieeyfear floating and 5.79%, 5.89% and 6.65%
for the five-year, seven-year and ten-year fixedpectively. The loans have bullet maturities in
2015, 2017 and 2020, respectively. SM Prime ptepgiortion of fixed rate notes amounting to
R196 million on March 20, 2013, the related unamed debt issuance costs charged to expense
amounted to B2.0 million in 2013 (see Note 25).

Philippine Peso-denominated Five-year and Ten-@eaporate Notes

This represents a five-year floating and fixed raites and ten-year fixed rate note obtained by
SM Prime on April 14, 2009 amounting to B200.0lionil, B3,700.0 million and B1,100.0 million,
respectively. The loans bear an interest ratecbasd®DST-F plus margin for the five-year
floating and 8.4% and 10.1% for the five-year antyear fixed, respectively. The loans have
bullet maturities in 2014 and 2019, respectivel Prime prepaid the B200.0 million and
B3,700.0 million loans on April 15, 2012, withgirial maturity date of April 15, 2014.

The related unamortized debt issuance costs ch&mgegense amounted to R17.0 million

(see Note 25).

Philippine Peso-denominated Five-year Floating Réttes
This represents a five-year floating rate notegiokd on March 18, 2011 and June 17, 2011
amounting to B4,000.0 million and B1,000.0 millicespectively. The loans bear an interest rate
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based on PDST-F plus margin and will mature on Ma@, 2016 and June 18, 2016, respectively
(see Note 25).

Philippine Peso-denominated Five-year, Seven-yeadiTan-year Fixed Rate Notes

This represents a five-year, seven-year and tenfixea rate notes obtained by SM Prime on
June 17, 2008 amounting to B1,000.0 million, BQ.@ million and B800.0 million, respectively.
The loans bear fixed interest rates of 9.31%, 9.66%69.85%, respectively, and will mature on
June 17, 2013, 2015 and 2018, respectively. Tameslamounting to B1,000.0 million, B1,200.0
million and B800 million were prepaid on June 20711, 2012 and 2013, respectively. The
related unamortized debt issuance costs chargexpense amounted to B4.0 million, B5.0
million and B4.0 million in 2011, 2012 and 201&spectively (see Notes 25).

Philippine Peso-denominated Five-year Bilateralisoa
This consists of the following:

= Five-year term loan obtained by a subsidiary of Bfilme on October 24, 2011 amounting to
R500.0 million and will mature on October 24, 20T®he loan carries an interest rate based
on PDST-F plus an agreed margin (see Note 25).

Other Bank Loans - Subsidiaries
This account includes the following:

June 30, December 31, December 31,

2013 2012 2011
(In Thousands)
Ten-year term loan B1,200,000 P1,200,000 P1,200,000
Five-year term loar 7,743,560 7,933,55! 8,003,50!

P8,943,560 P9,133,550 P9,203,500

= On August 16, 2006, SM Prime obtained a ten-yebletdixed rate loan amounting to
R1,200.0 million which bears a fixed interest m@ft®.75% and will mature on
August 16, 2016 (see Note 25).

= The following five-year term loans were obtainedvayious subsidiaries:

Year June 30, December 3. December 3.
Obtained  Maturity Subsidiary 2013 2012 2011 Interest Rate (see Note 30)
(In Millions)
2010 2015 SM Prime PB2,000.0 B2,000.0 B,000.( PDST-F plus an agreed margin
SM Prime 793.5 980.0 990.C Agreed fixed rate less PDST-F
SM Land 220.5 222.8 225.C Fixed rate of 6.75%
Costa 117.6 118.8 120.C Fixed rate of 7.0%
SHDC 75.0 75.0 75.C PDST-F plus an agreed margin
2009 2014 SM Prime 3,000.0 3,000.0 3,000.( PDST-F plus an agreed margin
SM Land 1,387.0 1,387.0 1,393.! Fixed rate of 5.69-6.75%
SM Land 150.0 150.0 200.C PDST-F plus an agreed margin
B7,743.6 B7,933.6 B,003.!

The repricing frequencies of floating rate loanggefrom three to six months.

A portion of these loans is collateralized by tenapp investment and shares of stocks. The
carrying values of the collaterals approximatedatmunts of the loans (see Note 10)
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Repayment Schedule
The repayments of long-term debt are scheduledllasvk:

Gross Loan Debt Issue Cost Net
(In Thousands)

201: B22,429,17 (23,740 B22,405,43
2014 24,456,16 (480,375 23,975,792
2015 16,670,88 (173,804 16,497,082
2016 19,290,10 (102,656 19,187,444
2017 27,437,10 (257,086 27,180,018
2018 23,671,35 (318,939 23,352,411
2019 27,301,66 (265,467 27,036,193
2020 11,784,80 (67,704 11,717,096
2021 66,80( (4,764) 62,036
202: 14,137,61 (61,849 14,075,76
2023 4,560,00 (41,988 4,518,012

B191,805,65 (1,798,372 £190,007,28

The loan agreements provide certain restrictiomlsraquirements principally with respect to
maintenance of required financial ratios and makehange in ownership or control. As at June
30, 2013, December 31, 2012 and December 31, 204 Group is in compliance with the terms
of its loan covenants.

19. Equity

Capital Stock
As at June 30, 2013, December 31, 2012 and Dece®ib@011, SMIC'’s authorized capital stock

is composed of 690,000,000 common shares and 10@®eé:deemable preferred shares with a
par value of B10.0 a share. There are no issugtdubscribed redeemable preferred shares as at
June 30, 2013 and December 31, 2012 and 20,0d@examber 31, 2011. SMIC’s issued and
subscribed common shares are 630,517,159, 62224t 612,164,033 as at June 30, 2013,
December 31, 2012 and December 31, 2011, resplgctive

On April 25, 2013, the BOD approved the increasauthorized capital stock from B7,000.0
million, consisting of 690.0 million common shaegesd 10.0 million redeemable preferred shares
both with a par value of B10.0 a share, to BI2MDMillion, consisting of 1,190.0 million

common shares and 10.0 million redeemable prefatiaces both with a par value of R10.0 a
share. On the same day, the stockholders, whiplesent at least two-thirds of the outstanding
capital stock of SMIC, approved via a written astba amendment of the Articles of
Incorporation to increase the authorized capitadist The Philippine SEC approved the increase
in the authorized capital stock on June 14, 2013.

As at June 30, 2013, the Company is compliant thighminimum public float as required by the
PSE.

At various dates in 2013 and 2012, 7,542,539 comshanes and 1,710,588 common shares,
respectively, were issued as a result of conversi@MIC’s convertible bonds (see Note 18).
The excess of conversion price over par valueit@d7,789.6 million and B758.4 million,
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respectively, are presented under “Additional paidapital” account in the consolidated balance
sheets.

On August 24, 2012, SMIC entered into a Placemgme@&ment with certain shareholders and
Macquarie Capital PTE. Limited (the “Placement Ajgrwhere the selling shareholders shall
sell 9.1 million SMIC common shares (the “Sale 888rat B700.00 per share to the Placement
Agent, or to investors that the Placement Agent pragure outside the Philippines.

Simultaneously, SMIC entered into a Subscriptiomeggnent with the selling shareholders, where
SMIC agreed to issue new SMIC common shares (o atithorized but unissued capital stock)
in an amount equal to the aggregate number ofdleeShares sold by the Selling Shareholders
and the Selling Shareholders agreed to subscritteetsaid shares.

The placement and subscription agreements incré@sgaital Stock” and “Additional paid-in
capital” in the amount of B91.0 million and B@2Z3million, respectively.

The following summarizes the information on thedP&iCompany’s registration of securities

under the Securities Regulation Code:

Authorized No. of Issue/Offer
Date of SEC Approval Shares Shares Issued Price
March 2005 105,000,000 B250
November 6, 2007 56,000,000 218
June 14, 2007 100,000,000 10
April 25, 2007 25,023,038 10
October 4, 2010 340,858 453
November 3, 2010 309,387 453
November 25, 201 309,38t 452
August 17, 2011 10,668 453
September 26, 2011 170,696 453
January 2, 2(2 21,33° 45¢
January 10, 2012 16,002 453
January 11, 2012 298,718 453
January 26, 2012 90,682 453
February 3, 2012 679,584 453
February 8, 2012 279,515 453
March 8, 2012 250,070 453
March 12, 2012 10,668 453
March 13, 2012 64,011 453
Septembe24, 201z 9,100,00¢( 70C
January 23, 2013 10,931 781
January 24, 2013 32,793 781
February 20, 201 688,668 781
February 25, 2013 87,450 781
February 28, 2013 109,312 781
March 4,201: 76,518 781
March 6, 2013 54,656 781
March 8, 2013 109,312 781
March 12, 2013 349,797 781
March 14, 2013 459,113 781
March 15, 2013 109,312 781
March 18, 2013 163,968 781
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Authorized No. of Issue/Offer
Date of SE(Approva Share Shares Issut Price
March 19, 2013 218,625 781
March 20, 201 153,037 781
March 22, 2013 120,243 781
March 25, 2013 207,693 781
April 2, 201 546,56 781
April 3, 2013 174,900 781
April 5,2013 163,969 781
April 10, 2013 109,312 781
April 11, 2013 109,312 781
April 12, 2013 109,312 781
April 15, 2013 54,656 781
April 16, 2013 109,312 781
April 17, 2013 109,312 781
April 18, 201: 229,55¢ 781
April 19, 201 32,79: 781
April 22,2013 109,312 781
April 23, 201 185,83( 781
April 24, 2013 87,449 781
April 26, 2013 54,656 781
May 6, 2013 120,243 781
May 7, 2013 382,594 781
May 8, 2013 65,587 781
May 9, 2013 21,862 781
May 10, 201 207,69: 781
May 13, 2013 54,656 781
May 16, 2013 109,312 781
May 17, 201 546,56 781
May 20, 2013 54,656 781
May 24, 2013 163,968 781
May 28, 2013 185,831 781
May 29, 2013 207,693 781
June 4, 2013 163,968 781
June 5, 2013 54,656 781
June 6, 2013 32,793 781
June 7, 2013 21,862 781
June 14, 201 500,000,00 10
June 24, 2013 10,931 781

The Parent Company declared stock dividends in 200 total number of shareholders of the
Parent Company is 1,242, 1,263 and 1,304 as at3yR013, December 31, 2012 and
December 31, 2011, respectively.

Cost of Parent Common Shares Held by Subsidiaries

Certain subsidiaries hold common shares of thelP&empany. This is presented as “Cost of
Parent common shares held by subsidiaries” andased as a reduction in equity as shown in the
consolidated balance sheets and consolidated satemf changes in equity.

The cost of common shares held by subsidiariegrat 30, 2013 and December 31, 2012
amounting to B125.9 million pertains to 390,494rek with an average cost of B322.4 per share.
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The cost of common shares held by subsidiaries Be@mber 31, 2011 amounting to B263.2
million pertains to 820,491 shares with an aveiag# of B320.8 per share.

In various dates in 2012, SM Land and MRDC dispastatal of 430,000 Parent common shares
at a total selling price of B323.9 million. Thismbsal resulted in a total gain of B184.5 million
where the portion of the gain pertaining to theiest of the Parent Company and Non-controlling
interest is recognized under “Additional paid-ippital” and “Non-controlling interests” account,
respectively, in the consolidated balance sheets.

Additional Paid-in Capital
The movements in “Additional paid-in capital” acodin the consolidated balance sheets are as

follows:

June 30, Decembefl. December 31,

2013 2012 2011

(In Thousands)
Balance at beginning of year B42,858,920 B35,536,61 B35,456,200
Adjustments from additional issuance of shares 7,789,630 7,216,451 80,415
Gain on sale of Parent common shares held by

subsidiaries - 105,85 -

Balance at end of year B50,648,550 P42,858,92 P35,536,615

Equity adjustments from business combination uedermon control

Equity adjustments from business combination usdermon control mainly pertains to the
acquisitions of the various SM China Companies lklyF8ime in 2007 and various service
companies by SM Retail in 2009. These acquisitieie considered as business reorganizations
of companies under common control. Thus, the adguis were accounted for similar to pooling
of interest method.

Retained Earnings

On December 14, 2012, the BOD approved the aptiqmi of B30,000.0 million retained
earnings. On April 25, 3013, the BOD approved theersal of appropriation of B8,000.0 million.
As at June 30, 2013 and December 31, 2012, thesgpaopriated retained earnings is B27,000.0
million and B35,000.0 million, respectively.

June 3Q December 3:

Project: Timeline 201: 2017
(In Thousands)

Hotel projects 2013-2015 B8,000,000 B8,000,000

Commercial buildings 2012-2016 10,000,000 10,000,000

Acquisition of investments 2012-2013 9,000,000 17,000,000

P27,000,000 PB35,000,000

On April 25, 2013, the BOD approved the declaratibrthe following dividends:

a. Cash dividends of 118.0% of the par value or Bl ped share for a total amount of B7,402.0
million in favor of stockholders on record as atyweat, 2013. This will be paid on June 20,
2013.

b. Twenty five percent (25%) stock dividends in faebistockholders on record to be fixed by
the SEC. On June 24, 2013, SEC approved the issudrid7,000,000 shares as stock
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dividends to stockholders on record as of July08,3 The stock dividends were issued on
August 1, 2013.

On April 26, 2012, the BOD approved the declaratibnash dividends of 104.0% of the par
value or B10.40 per share for a total amountto883.6 million in favor of stockholders on record
as at May 22, 2012. This was paid on June 21,.2012

The balance of retained earnings includes the agladed equity in net earnings of subsidiaries
and associates amounting to B100,538.6 millidd,&33.6 million and B106,520.2 million as at
June 30, 2013, December 31, 2012 and DecembeB21, Bespectively. The amount is not
available for dividends distribution until such @rthat the Parent Company receives the dividends
from the respective subsidiaries and associates.

20. Related Party Transactions

Terms and Conditions of Transactions with Relatedi€s

For the periods ended June 30, 2013 and Decemb2032, the Group did not make any
provision for doubtful accounts relating to amoumtged by related parties. An assessment is
undertaken at each financial year-end by examitiiadinancial position of the related party and
the market in which the related party operateserdtmave been no guarantees provided or
received for any related party receivables or plgabRelated parties under common
stockholders refer to an entity, that is neithpagent, subsidiary, nor an associate, with
stockholders common to the SM Group or under comoanitrol.

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

Rent

The Group have existing lease agreements for adiicecommercial spaces with related
companies (retail entities under common stockholanking group and other related parties
under common stockholder).

Management and Service Fees

The Group pays management fees to Shopping Certeadement Corporation, Leisure Center,
Inc., West Avenue Theaters Corporation and FanmilgEainment Center, Inc. (related parties
under common sotckholder) for the management obffiee and mall premises. The Group also
provides manpower and other services to relateteparnder common stockholder.

SMIC and SM Retail also receive management andcgefees from retail entities under common
stockholder for management, consultancy, manponeiother services.

Dividend Income

The Group has investment in certain related pautieer common stockholder classified as AFS
equity instruments. The Group earn income frorsetiavestments upon the declaration of
dividends by the investees.
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Cash Placements and Loans

The Group has certain bank accounts and cash péeatertinat are maintained with BDO
and China Bank (Bank Associates). Such accountsieerest based on prevailing market
interest rates (see Notes 5 and 6).

The Group also availed of bank loans and long-eiyt from BDO and China Bank and pays
interest based on prevailing market interest rges Notes 16 and 18).

Others
The Group, in the normal course of business, hestamding receivables from and payables to
related companies as at reporting period whichuasecured and normally settled in cash.
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The consolidated balance sheets and statememtsarhé include the following amounts resulting
from the above transactions with related partiest dsine 30, 2013 and 2012 and December 31,

2012:
Category Period Amount/Volume Outstanding badanc Terms Condition
(In Thousands)

Bank Associates

Cash placement and 2013 (8,046,867) 165,381 Interest bearing Unsecured; no

investment in debt 2012 54,171,200 114,014,248 0.5% to 6.55% impairmen

securities 2011 (41,171,620) 59,843,048

Interest income 2013 1,638,649 1,129,051 Interest bearing Unsecured; no
2012 1,027,310 1,011,987 4.9% t0 6.47% impaintn
2011 3,125,270 841,418

Loans 2013 (13,032,603) B9.941 Interest-bearing Unsecured; no
2012 (5,175,006) 022,644 3.25% to 8.79% impairment
2011 10,084,368 37,196,650

Interest expense 2013 299,842 26,715 Interest-bearing Unsecured; no
2012 326,032 286,719 3.25% to 8.79% innpesint
2011 116,017 190,583

Rent income 2013 2,554,402 4,311 Noninterest bearing Unsecured; no
2012 730,336 2,547 impairment
2011 815 351

Retail Entities under

Common Stockholders

Rent income 2013 2,534,748 1,398,020 Noninterest bearing Unsecured; no
2012 723,808 1,516,066 impairment
2011 803,267 1,267,728

Management fee income 2013 210,508 69,945 Noninterest bearing Unsecured; no
2012 144,959 154,172 impairment
2011 209,459 95,892

Management fee expense 2013 483,607 130,507 Noninterest bearing Unsecured; no
2012 221,418 2,020 impairment
2011 189,412 104,963

Dividend income 2013 - 3,343,046 Noninterest bearing Unsecured; no
2012 280,000 292,917 impairment
2011 222,089 42,015

Service income 2013 365,307 77,655 Noninterest bearing Unsecured; no
2012 126,628 49,098 impairment
2011 37,345 -

Due from related parties 2013 (743,274) 1,669,897 Noninterest bearing Unsecured; no
2012 1,040,720 2,413,171 impairment
2011 (384,608) 1,372,451

Due to related parties 2013 (1,216,186) ,048,829 Noninterest bearing Unsecured; no
2012 530,600 3,265,015 impairment
2011 766,475 2,734,415

Other Related Parties

Receivable under 2013 0) 52,800 Interest-bearing Unsecured; no

common Stockholders 2012 (7,259,307) 52,800 Fixed at 4.5% i120 impairment
2011 (281,621) 7,312,107

Receivable for project 2013 591,371 3,717,604 Noninterest-bearing Unsecured; no

development 2012 2,004,668 3,126,233 impairment
2011 (88) ,121,565



-61 -

21. Cost of Sales

This account consists of:
June 30, June 30,
2013 2012

(In Thousands)

Merchandise inventories

at beginning of yei B13,40z,762 P1343€,45¢€
Purchase 63,131,959 55,445,182
Total goods available for si 76,534,72 68,881,63
Less merchandise inventories

at end of period 13,267,287 13,991,684

63,267,434 £54,889,95

22. Income tax

The deferred tax assets of B994.7 million, Eb#dllion and B694.6 million as at as at June 30,
2013, December 31, 2012 and December 31, 201kategly, represent the tax effects of
defined benefit liability, unamortized past servimst, unrealized foreign exchange loss and
others, accrued leases, MCIT, unrealized markaddarket loss on investments, deferred income
on sale of real estate and NOLCO.

The deferred tax liabilities of B5,106.5 millid4,605.7 million and B4,601.3 million as at June
30, 2013, December 31, 2012 and December 31, 284(dectively, consist of the tax effects of
trademarks and brand names, capitalized intenestalized foreign exchange gain, unrealized
gross profit on sale of real estate, accrued/daflerent income, unrealized marked-to-market gain
on investments, and unamortized past service ocalstiefined benefit asset. The disproportionate
relationship between income before income tax hadgtovision for income tax is due to various
factors such as interest income already subjeotéiddl tax, non-deductible interest expense,
equity in net earnings of associates, and divideadme exempt from tax.

The Group’s consolidated deferred tax assets asnat 30, 2013, December 31, 2012, and
December 31, 2011 have been reduced to the ekismnpart or all of the deferred tax assets may
no longer be utilized in the future.

23. Lease Agreements

The lease agreements of SM Prime and its subgdiaith their tenants are generally granted for
a term of one year, with the exception of soméheflarger tenants operating nationally, which are
granted initial lease terms of five years, renewail an annual basis thereafter. Upon inception
of the lease agreement, tenants are required togrtgin amounts of deposits. Tenants likewise
pay either a fixed monthly rent, which is calcuthby reference to a fixed sum per square meter
of area leased, or pay rent on a percentage teasad, which comprises of a basic monthly
amount and a percentage of gross sales or a mingetiamount, whichever is higher.

The Parent Company’s lease agreements with iteteaae generally granted for a term of one to
twenty-five years. Tenants likewise pay a fixedhtidy rent which is calculated by reference to a
fixed sum per square meter of area leased excefaviotenants, which pay either a fixed monthly
rent or a percentage of gross sales, whicheveglegh
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Upon inception of the lease agreement, tenantsegréred to pay certain amounts of deposits.
Tenants’ deposits amounted to B13,199 millionRh#l,691.8 million as at June 30, 2013 and
December 31, 2012, respectively.

The minimum lease receivables under the noncamdeltperating leases of the Parent Company
as at June 30, 2013, December 31, 2012 and Dec&hp2011 are as follows:

June 30, December 3. December 31,

2013 2012 2011
(In Thousands)
Within one year B539,773 B738,12. B763,355
After one year but not more than five years 2,614,216 2,230,084 1,937,989
After five years 6,531,367 5,512,218 4,180,161
Balance at end of year B9,685,356 PB8,480,424 B6,881,505

SM Prime and its subsidiaries also lease certaicefsof land where some of their malls are
situated or constructed. The terms of the leaséoauperiods ranging from 15 to 50 years,
renewable for the same period under the same tmnchsonditions. Rental payments are
generally computed based on a certain percentailje gfross rental income or a certain fixed
amount, whichever is higher.

The minimum lease payables under the noncanceltgddmting leases of SM Prime as at June
30, 2013, December 31, 2012 and December 31, 2@ldsdollows:

June 3Q December 3: December 3:

2013 201z 2011

(In Thousands)
Within one year B536,96¢ B427,54: B425,47.
After one year but not more than five ye 2,297,57 1,809,92! 1,767,20:
After five years 26,492,49 21,041,69 21,511,96
Balance at end of ye B29,327,03 E23,279,16 B23,704,63

24. Financial Risk Management Objectives and Policies

The Group’s principal financial instruments, otttean derivatives, comprise of bank loans, long-
term debt, AFS investments, investments held aitrg, time deposits and short-term
investments and cash and cash equivalents. Thepugiose of these financial instruments is to
finance the Group’s operations. The Group hasrdihancial assets and liabilities such as
receivables and accounts payable and other cuiabilities, which arise directly from its
operations.

The Group also enters into derivative transactipriagipally, cross currency swaps, interest rate
swaps, foreign currency call options, non-deliverdbrwards and foreign currency range options.
The purpose is to manage the interest rate andgyfoceirrency risks arising from the Group’s
operations and its sources of finance.

The main risks arising from the Group’s financiadtruments are interest rate risk, foreign
currency risk, liquidity risk, credit risk and egprice risk. The BOD reviews and agrees
policies for managing each of these risks and #reysummarized in the following tables. The
Group’s accounting policies in relation to derivas are set out in Note 3.
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Interest Rate Risk
The following tables set out the carrying amoumgtpiaturity, of the Group’s long-term financial liitles that are exposed to interest rate

risk as at June 30, 2013, December 31, 2012 andrbiser 31, 2011:

June 3( 201%

Debt Issue Carrying
Below 1 Year 1-2 Years 2-3 Years 3-5 Years Over 5 Years Total Cost Amount
(In Thousands)

Fixed Rate

Foreign Currency Loans:
US$400 million fixed rate bon $ $ $ $382,24¢ $ E16,513,15 (B122,30%) B16,390,85
Interest rate - - - 5.50% -
US$500 million fixed rate bonds - 379,156 — — — 16,379,539 (68,022) 16,311,517
Interest rat - 6.00% - - -
US$350 million fixed rate bonds 245,623 - - - - 10,610,914 (1,643) 10,609,271
Interest rate 6.75% — —
US$250 million convertible bon - - 104,55t - - 4,516,8:7 (76,6¢1) 4,440,1'6
Interest rate - — 1.63% — —
US$500 million Senior bonds - - - - 500,000 21,600,000 (220,335) 21,379,665
Interest rat - - - - 4.25%

Peso Loan:

Three-year, five-year, seven-year and
ten-year fixed rate notes B71,600 - B2,071,600 B1,502,600 B15,642,600 19,288,400 (171,459) 19,116,941

Interest rat 6.22%-6.81% -- 6.22%-6.81% 6.22%-6.81% 6.22%-6.81%
Five-year and seven-year retail bonds 9,000,000 - - 400,000 - 9,400,000 (22,207) 9,377,793
Interest rate 8.25% - - 9.10% -
Sevel-year ancTer-year retail bonc - - - - 13,082,27 13,082,27 (102,1'6) 12980,09:
Interest rate - — — — 6.00%-6.94%
Five-year and ten-year corporate notes - - - - 1,100,000 1,100,000 (7,389) 1,092,611
Interest rat - - - 10.11%
Seven-year and ten-year corporate notes -- -- - -- -
Interest rate - - -- -
Five-year, seve-year and te-year corporat

notes 20,000 20,000 1,920,000 -- - 1,960,000 (8,600) 1,951,400
Interest rate 2.97% 2.97% 2.97% - --
Other bank loar 8,75( 1,38(,50C 335,850 9,675,45! 5,250,00( 16,750,55 (329,80 16,420,74
Interest rat 5.69%-6.75% 5.69%6.75% 5.69%6.75% 5.69%6.75% 5.69%6.75%

Variable Rate

Foreign Currency Loans:
USS$ five-year term loan $- $- $- $305,00( $ 13,176,00 (200,809 12,975,19

LIBOR+marg

Interest rate - - - in % -
China Yuan renminbi loa ¥203,90! ¥210,001 ¥60,90( ¥ ¥ 3,342,077 - 3,342,07

(Forward)
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June 30, 2013

Debt Issue Carrying
Below 1 Year 1-2 Years 2-3 Years 3-5 Years Over 5 Years Total Cost Amount
(In Thousands)
Interest rat 5.76%-6.20% 5.76%-6.20% 5.76% -
USS$ bilateral loans $25,000 $- $- $- $- P1,080,000 (2,339) P 1,077,661
LIBOR+marg
Interest rate in % - $- - -
Other bank loans $- $- $50,000 $350,000 17,280,000 (365,851) 16,914,148
LIBOR+marg LIBOR+marg
Interest rate - - in % in % -
Peso Loans:
Peso loans collateralized with time deposits 3,000,000 - - - 3,000,000 (5,084) 2,994,915
PDST-
Interest rate - F+margin% — — —
Five-year, seven-year and ten-year corporate
notes 30,000 30,000 2,880,000 - - 2,940,000 (21,497) 2,918,502

PDST PDST-

Interest rate F+margin% - F+margin% - -

Five-year floating rate loan 96,500 - 96,500 8,370,500 940,000 9,503,500 (56,924) 9,446,576
PDST PDST- PDST PDST-

Interest rate F+margin% -- F+margin% F+margin% F+margin%

Five-year bilateral loans - - - 500,000 - 500,000 (1,784) 498,216

PDST

Interest rate - - - F+margin% -

Other bank loans 76,180 5,168,000 3,778,280 24,000 736,000 9,782,460 (13,460) 9,768,999
PDST- PDST- PDST- PDST PDST-

Interest rate

F+margin%

F+margin%

F+margin%

F+margin% F+margin%

P191,805,654

(R1,798,373)

P 190,007,281
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December 31, 2012

Debt Issue Carrying
Below 1 Year 1-2 Years 2-3 Years 3-5 Years Over 5 Years Total Cost Amount
(In Thousands)

Fixed Rate

Foreign Currency Loans:
US$400 million fixed rate bon $- $- $- $381,04: $- B15,641,76 (F127,984 B15,513,77
Interest rate - — — 5.50% —
US$500 million fixed rate bonds - 379,156 - - - 15,564,354 (89,610) 15,474,744
Interest rat - 6.00% - - -
US$350 million fixed rate bonds 245,623 — — — — 10,082,824 (17,119) 10,065,705
Interest rate 6.75% - - - -
US$250 million convertible bon - - 229,17: - - 9,407,55! (183,247 9,224,31.
Interest rate - — 1.63% — —
US$500 million Senior bonds - - - - 500,000 20,525,000 (215,069) 20,309,931
Interest rat - - - - 4.25%

Peso Loan:
Three-year, five-year, seven-year and

ten-year fixed rate notes B2,078,500 B78,500 BR10,078,500 B8,077,400 B6,650,100 26,963,000 (144,816) 26,818,184
Interest rat 5.86%-6.81% 5.86%6.81% 5.86%7.73% 5.86%-6.81% 5.86%-9.85%
Five-year and seven-year retail bonds - 8,400,000 - 1,000,000 - 9,400,000 (32,108) 9,367,892
Interest rate - 8.25% - 9.10% -
Severyear and Te-year retail bonc - - - - 14,282,27 14,282,27 (118,549 14,163,72
Interest rate - - - - 6.00%-6.94%
Five-year fixed rate notes 1,000 1,000 1,000 6,696,043 - 6,699,043 (36,984) 6,662,059
Interest rat 6.17% 6.17% 6.17% 6.17% -
Five-year and ten-year corporate notes - - - - 1,100,000 1,100,000 (7,849) 1,092,151
Interest rate - — — 10.11%
Sevelyear and te-year corporaf notes 5,00( 5,00( 5,00( 10,00( 4,970,001 4,995,001 (37,757 4,957,24
Interest rate 5.75%-6.63% 5.75%-6.63% 5.75%-6.63% 5.75%-6.63% 5.75%-6.63%
Five-year, seven-year and ten-year corporate

notes 20,000 20,000 1,097,300 66,145 756,555 1,960,000 (10,332) 1,949,668
Interest rat 5.79%-6.65% 5.79%6.65% 5.79%6.65% 5.89%6.65% 6.65%
Other bank loans 8,750 1,380,500 1,339,300 1,200,000 2,050,000 5,978,550 (13,070) 5,965,480
Interest rate 6.75% 5.69%-6.75% 3.6%-7.28% 9.75% 6.71%-8.79%

Variable Rate

Foreign Currency Loans:
USS$ five-year term loans $- $- $— $280,000 $- 11,494,000 (195,854) 11,298,146

LIBOR+

Interest rate

margin % -
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December 31, 2012

Debt Issue Carrying
Below 1 Year 1-2 Years 2-3 Years 3-5 Years Over 5 Years Total Cost Amount
(In Thousands)
China Yuan renminbi loans ¥77,476 ¥375,168 ¥60,900 ¥— ¥ 3,383,486 - 3,383,486
Interest rate 5.76%-6.20% 5.76%-6.20% 5.76% -
USS$ bilateral loar $25,00( $- $- $- $- E1,026,25! (5,008 B1,021,24
LIBOR+marg
Interest rate in % - $- - -
Other bank loar $ $- $50,00( $ $- 2,052,50i (15,572 2,036,92i
LIBOR+margin
Interest rate - - % - -
Peso Loan:
Peso loans collateralized with time deposits - - 3,000,000 - - 3,000,000 (6,635) 2,993,365
PDST-
Interest rate - — F+margin% — —
Five-year, seve-year and te-year corporat:
notes 30,000 30,000 2,880,000 - - 2,940,000 (25,829) 2,914,171
PDST- PDST-
Interest rate F+margin% - F+margin% - -
Five-year floating rate loan 96,500 96,500 96,500 8,360,500 950,000 9,600,000 (64,382) 9,535,618
PDST- PDST- PDST- PDST- PDST-
Interest rate F+margin% F+margin% F+margin% F+margin% F+margin%
Five-year bilateral loans - - - 500,000 - 500,000 (2,009) 497,991
PDST-
Interest rate - — — F+margin% —
Other bank loans 30,000 5,180,000 4,955,000 3,000,000 - 13,165,000 (18,384) 13,146,616
PDST- PDST- PDST- PDST-

Interest rate

F+margin%

F+margin%

F+margin%

F+margin% -

P189,760,596

(P1,368,167)

P188,392,429
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December 31, 201
Below 1 Year 1-2 Years 2-3 Years 3-5 Years Over 5 Years Total Debt Issue Cost Carrying Amount
(In Thousands)

Fixed Rate

Foreign Currency Loans:
US$400 million fixed rate bonds $- $- $— $- $378,649 B16,599,952 (R160,739) B16,439,213
Interest rat - - - - 5.50%
US$500 million fixed rate bonds — — 379,156 - - 16,622,199 (146,602) 16,475,597
Interest rate - - 6.00% - -
US$350 million fixed rate bon - 245,62: - - - 10,768,11 (49,831 10,718,28
Interest rate - 6.75% - - -

Peso Loans:
Threeyear, five-year, seve-year anc

ten-year fixed rate notes B990 22,000,990 B990 B9,194,060 B800,000 11,997,030 (67,129) 11,929,901
Interest rate 9.60% 6.76% 9.60% 7.73%-9.60% 9.85%
Five-year and seveyear retail bonc - - 8,400,001 1,000,00! - 9,400,001 (47,421 9,352,57
Interest rat - - 8.25% 9.10% -
Five-year fixed rate notes - - - 6,700,000 - 6,700,00C (49,708) 6,650,292
Interest rate - - - 6.16% -
Five-year and te-year corporate note 5,55( - 5,55( 2,978,85 1,100,00! 4,089,95! (23,804 4,066,14
Interest rate 8.4% — 8.4% 8.4% 10.11%
Seven-year and ten-year corporate notes - - - - 5,000,000 5,000,000 (42,578) 4,957,422
Interest rat - - - - 5.75%-6.63%
Five-year, seven-year and ten-year corporate
notes 20,000 20,000 20,000 1,105,960 814,040 1,980,000 (16,074) 1,963,926

Interest rat 5.79%-6.65% - 5.79%-6.65% 5.79%-6.65% 5.79%-6.65%
Other bank loans 500 500 - 4,236,000 3,250,000 7,487,000 (19,660) 7,467,340
Interest rate 8.57% 8.57% - 7%-8.57% 6.71%-9.75%

(Forward)
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December 31, 2011

Below 1 Year 1-2 Years 2-3 Years 3-5 Years Over 5 Years Total Debt Issue Cost Carrying Amount
(I'n Thousands)
Variable Rate
Foreign Currency Loar
USS$ five-year term loans $- $- $- $145,000 $- 6,356,800 (255,267) 6,101,533
Interest rate - - — LIBOR+margin % -
China Yuan renminbi loa ¥40,00( ¥ ¥501,38: ¥60,90( ¥ 4,176,64: - 4,176,64:
Interest rate 5.32%-6.65% - 5.32%-6.65% 5.32%-6.65% -
USS$ bilateral loans $— $— $25,000 $— $- 1,096,000 (11,071) 1,084,929
Interest rat - — LIBOR+margin % - -
US$300 million convertible bonds 22,346 — - 979,645 (8,256) 971,389
Interest rate 6.65% — — - -
Other bank loar $ $20,00( $- $50,00( $- E3,068,80! (E38,021 E3,030,77
Interest rate — LIBOR+margin % — LIBOR+margin % -
Peso Loans:
Peso loans collateralized with time depc¢ B5,950,00! BE- BE- E3,000,00! B- 8,950,001 (15,070 8,934,93
Interest rat PDS1-F+marginy - - PDS1F+margin% -
Five-year, seven-year and ten-year corporate
notes 50,000 50,000 50,000 4,800,000 - 4,950,000 (29,755) 4,920,245
Interest rat PDS1-F+marginy - PDS1F+marginy PDSTF+margin% -
Five-year floating rate loan 50,000 - 50,000 100,000 4,800,000 5,000,000 (37,587) 4,962,413
Interest rate PDST-F+margin% — PDST-F+margin% PDST-F+margin% PDST-F+margin%
Redeemable preferred sha- Series 200,00t - - - - 200,00( (131, 199,86¢
Interest rate PDST-F+margin% - - - -
Corporate notes 300 - 300 198,800 - 199,400 (653) 198,747
Interest rat PDS1-F+marginy - PDSTF+margin¥ PDST-F+margin% -
Five-year bilateral loans 46,875 - - - 500,000 546,875 (2,584) 544,291
Interest rate PDST-F+margin% - - — PDST-F+margin%
Other bank loar 10,00( - 5,010,001 6,245,001 - 11,265,00 (26,490 11,238,51
Interest rate PDST-F+margin% — PDST-F+margin% PDST-F+margin% -
B137,433,41 (E1,048,431 B136,384,98
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Fixed rate financial instruments are subject tovalue interest rate risk while floating rate
financial instruments are subject to cash flowregerate risk.

Repricing of floating rate financial instrumentsnisstly done at intervals of three months or six
months.

The Group’s policy is to manage its interest castg a mix of fixed and variable rate debts. The
Group’s guideline is to keep between 50% to 60%sdforrowings at fixed interest rates. To
manage this mix in a cost-efficient manner, theuprenters into interest rate swaps, in which the
Group agrees to exchange, at specified intervadsdifference between fixed and variable rate
interest amounts calculated by reference to aredgupon notional amount. These swaps
economically hedge the underlying debt obligatioAs.at June 30, 2013, December 31, 2012 and
2011, after taking into account the effect of ingrate swaps, approximately 66%, 64% and
56%, respectively, of the Group’s borrowings arptla a fixed rate of interest, considering
market conditions.

Foreign Currency Risk

The Group’s exposure to foreign currency risk arse the Parent Company and SM Prime have
significant investments and debt issuances whietdanominated in U.S. dollars. To manage its
foreign exchange risk, stabilize cash flows andromp investment and cash flow planning, the
Group enters into foreign currency swap contrdotgign currency call options, non-deliverable
forwards and foreign currency range options withdhn of reducing and/or managing the
adverse impact of changes in foreign exchange ostémancial performance and cash flows.

The Group’s foreign currency-denominated monetasgts and liabilities amounted to B81,943.3
million (US$1,896.8 million) and B89,908.6 miliqUS$2,081.2 million), respectively, as at
June 30, 2013, B71,946.4 million (US$1,752.7 olliand B88,508.4 (US$2,156.1 million),
respectively, as at December 31, 2012, and B549%@@lion (US$1,254.1 million) and B59,880.2
million (US$1,365.9 million), respectively, as at@&mber 31, 2011.

As at June 30, 2013, December 31, 2012 and Dece®ih@011, approximately 38.6%, 39.5%,
and 36.4%, respectively, of the Group’s total ctidated bank loans and long-term debt were
denominated in US Dollars. Thus, appreciatiorhefRhilippine peso against the US Dollar will
decrease both the principal amount of the foreignenicy-denominated debt and interest expense
on the Group’s debt in Philippine peso terms.

In translating the foreign currency-denominated etary assets and liabilities to peso amounts,
the exchange rate used were B43.2 to US$1.000R#1US$1.00, and B41.05 to US$1.00, the
Philippine peso to U.S. dollar exchange rates asiné 30, 2013, December 31, 2012, and
December 31, 2011, respectively.

Liquidity Risk
Liquidity risk arises from the possibility that tBroup may encounter difficulties in raising funds
to meet commitments from financial instruments.

The Group seeks to manage its liquidity profildéoable to finance capital expenditures and
service maturing debts. To cover its financinguregments, the Group intends to use internally
generated funds and proceeds from debt and egsitg$ and sales of certain assets.
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As part of its liquidity risk management prograhe Group regularly evaluates its projected and
actual cash flow information and continuously asssgonditions in the financial markets for
opportunities to pursue fund-raising initiativeEhese initiatives may include bank loans, export
credit agency-guaranteed facilities and debt cbaitd equity market issues.

The Group’s financial assets, which have maturifdess than 12 months and used to meet its
short-term liquidity needs, include cash and caghwvalents, current portion of time deposits and
short-term investments, investments held for trg@ind current portion of AFS investments-
bonds and corporate notes amounting to B58,158iagrmB21,545.8 million, B468.5 million

and B701.2 million, respectively, as at June BA232R60,714.2 million, B29,090.3 million,
P459.3 million and B1,734.0 million, respectivelg at December 31, 2012 and B56,050.3
million, B879.4 million, B457.5 million and BO@O million, respectively, as at December 31,
2011 (see Notes 5, 6 and 7). The Group also laadyevailable credit facility with banks and
related parties to meet its long-term financidbilities.

The tables below summarize the maturity profiléhaf Group’s financial liabilities as at June 30,
2013, December 31, 2012 and 2011 based on theacturdl undiscounted payments:

June 3(, 2013

Less than 1 More than
On Demand Year 2to 5 Years 5 Years Total
(In Thousands)
Bank loans B— B37,712,351 B- B— B37,712,351
Accounts payable and other
current liabilities* - 52,954,582 - - 52,954,582
Long-term debt (including
current portion) - 24,070,992 131,767,278 69,438,321 225,276,591
Derivative liabilities:**
Interest rate swaps - - 194,45( - 194,45(
Multiple derivatives
on convertible bonds - 715,602 - - 715,602
Dividends payable - 234,91( - - 234,91(
Tenants’ deposits — 160,279 12,845,734 26,063 13,032,076
B— P115,848,716 144,807,462 69,464,384 330,120,56
December 31, 2012
More than
On Demand Lessthan 1 Year 2to5 Years 5 Years Total
(In Thousands)
Bank loans B- P33,146,253 B- B- B33,146,253
Accounts payable and other
current liabilities* - 55,531,106 - - 55,531,106
Long-term debt (including
current portion) - 16,077,517 144,860,929 69,106,02 230,044,470
Derivative liabilities:**
Non-deliverable forward - 18,501 - - 18,501
Interest rate swaps — — 244,330 — 244,330
Foreign currency exchange
swap — 2,020 — - 2,020
Multiple derivatives
on convertible bonds - 2,473,130 - - 2,473,130
Dividends payable - 97,282 - - 97,282
Tenants’ deposits - 146,360 11,123,172 77,786 71338
B— B107,492,169 B156,228,431 P69,183,810 838210
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December 31, 2011

More than
On Demand Lessthan 1 Year 2to5 Years 5 Years Total
(In Thousands)
Bank loans B- B25,947,425 B- B- B25,947,425
Accounts payable and other
current liabilities* - 43,323,757 - - 43,323,757
Long-term debt (including
current portion) - 10,010,330 120,904,570 36,02%,06 166,940,966
Derivative liabilities:**
Non-deliverable forwards - - 43,842 - 43,842
Interest rate swaps - - 237,980 - 237,980
Multiple derivatives
on convertible bonds - 80,380 - - 80,380
Dividends payable - 25,696 - - 25,696
Tenants’ deposits - 290,923 13,459,693 - 13,750,616
B— B79,678,511 P134,646,085 B36,026,066 BRG6:2

* Excluding payable to government agencies of 3,3 million, P2,334.8 million, and P1,426.2 fiwh at June 30, 2013, December
31, 2012 and December 31, 2011, respectivelyatheunts of which are not considered as financidilities.
**Based on estimated future cash flows.

Credit Risk

The Group trades only with recognized, creditworiiated and third parties. It is the Group’s
policy that all customers who wish to trade on itrestms are subject to credit verification
procedures. In addition, receivable balances amatored on a regular basis which aims to
reduce the Group’s exposure to bad debts at a mimitavel. Given the Group’s diverse base of
customers, it is not exposed to large concentratidreredit risk.

With respect to credit risk arising from the otfieancial assets of the Group, which comprise of
cash and cash equivalents, time deposits and &rortinvestments, investments held for trading,
AFS investments and certain derivative instrumehtsGroup’s exposure to credit risk arises
from default of the counterparty, with a maximunpesure equal to the carrying amount of these
instruments, without considering the effects ofateral.

Since the Group trades only with recognized relatadithird parties, there is no requirement for
collateral.

Receivable from sale of real estate has minimalitrisk and is effectively collateralized by
respective unit sold since title to the real espatgerties are not transferred to the buyers until
full payment is made.

As at June 30, 2013, December 31, 2012 and Dece®ih@011, the financial assets, except for
certain receivables and AFS investments, are giynerawed by management as good and
collectible considering the credit history of treunoterparties. Past due or impaired financial
assets are very minimal in relation to the Grotiptal financial assets.

Credit Quality of Financial Assets
The credit quality of financial assets is managgthe Group using high quality and standard
quality as internal credit ratings.

High Quality. Pertains to counterparty who is not expectethbyGroup to default in settling its
obligations, thus credit risk exposure is minim@his normally includes large prime financial
institutions, companies and government agencies.

Standard Quality Other financial assets not belonging to highigufinancial assets are
included in this category.
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As at June 30, 2013, December 31, 2012 and Dece®ib@011, the credit analyses of the
Group’s financial assets that are neither pasinduémpaired are as follows:

June 30, 2013

Standard
High Quality Quality Total
(In Thousands)
Cash and cash equivalents
(excluding cash on hand) B57,143,129 B— B57,143,129
Time deposits and short-term
investments
(including noncurrent portion) 52,520,163 - 52,520,163
Investments held for trading -

Bonds 468,551 - 468,551
AFS investments 18,119,260 57,193 18,176,453
Receivables - net (including
noncurrent portion of receivables
from real estate buyers) 34,284,117 4,146,596 38,430,713
Advances and other receivablasei
(included under “Other current
assets” account in the consolidated
balance sheet) 8,817,980 - 8,817,980
Treasury bonds (included under
“Other current assets” account in
consolidated balance sheet) B200,000 P P200,000
Long-term notes (included under
“Other noncurrent assets” accoumt
the consolidated balance sheet) 218,124 - 218,124
Derivative assets 2,059,629 — 2,059,629

P173,830,953 P4,203,789 B178,034,742

December 312012

High Quality Standard Quality Total
(In Thousands)

Cash and cash equivalents
(excluding cash on hand) B59,646,460 B- B59,646,460
Time deposits and short-term
investments
(including noncurrent portion) 58,523,185 - 58,523,185
Investments held for trading -

Bonds 459,343 - 459,343
AFS investments 19,303,356 4,488 19,307,844
Receivables - net (including
noncurrent portion of receivables
from real estate buyers) 25,883,925 4,623,017 8082
Advances and other receivablased
(included under “Other current
assets” account in the consolidated
balance sheet) 11,148,979 - 11,148,979
Treasury bonds (included unc
“Other current assets” account in
consolidated balance sheet) 200,000 - 200,000
Long-term notes (included under
“Other noncurrent assets” accoun
the consolidated balance sh 306,72« - 306,72¢
Derivative assets 128,480 - 128,480

P175,600,452 P4,627,505 P180,227,957
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December 31, 2011
High Quality Standard Quality Total
(In Thousands)

Cash and cash equivalents

(excluding cash on hand) B54,991,002 =2 B54)021,
Time deposits and shamrm investmen

(including noncurrent portion) 38,295,972 - 38,292,
Investments held for tradir-

Bonds 457,496 - 457,496
AFS investments 13,930,761 4,633 13,935,394

Receivables - net (including noncurrent

portion of receivables from real

estate buyers) 16,428,092 3,873,746 20,301,838
Advances and othereceivable- net

(included under “Other current

assets” account in the consolidated

balance sheet) 8,816,370 - 8,816,370
Receivable from a related party (incluc

under “Other noncurrent assets”

account in the consolidated balance

sheet) 6,000,000 - 6,000,000
Treasury bonds (included under “Other

current and noncurrent assets”

account in the consolidated balance

sheet 200,00( - 200,00(
Long-term notes (included under “Other

noncurrent assets” account in the

consolidated balance sheet) 506,724 - 506,724
Derivative assets 159,461 - 159,461
P139,785,878 P3,878,379 P143,664,257

Equity Price Risk

Management monitors the mix of debt and equity s&esi in its investment portfolio based on
market expectations. Material investments withim portfolio are managed on an individual basis
and all buy and sell decisions are approved byviheagement.

The Group’s exposure to equity price pertainsdanvestments in quoted equity shares which are
classified as AFS investments in the consolidatddrize sheets. Equity price risk arises from the
changes in the levels of equity indices and thaevaF individual stocks traded in the stock
exchange.

As a policy, management monitors the equity seiegrih its investment portfolio based on
market expectations. Material equity investmerithiwthe portfolio are managed on an
individual basis and all buy and sell decisionsaproved by management.

Capital Management
Capital includes equity attributable to the owrdrthe Parent.

The primary objective of the Group’s capital mammaget is to ensure that it maintains a strong
credit rating and healthy capital ratios in ordestipport its business and maximize shareholder
value.

The Group manages its capital structure and makastenents to it, in the light of changes in
economic conditions. To maintain or adjust thetehptructure, the Group may adjust the
dividend payment to shareholders, pay-off existiagts, return capital to shareholders or issue
new shares.
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The Group monitors its capital gearing by measutiirggratio of net interest-bearing debt divided
by total capital plus net interest-bearing debt iaterest-bearing debt divided by total capitalsplu
interest-bearing debt. Net interest-bearing detitides all short-term and long-term debt,
reduced by related pledged time deposits, netsif aad cash equivalents, time deposits and
short-term investments, investments in bonds taltr&ding, AFS investments (redeemable
preferred shares and bonds and corporate note$patierm notes included under “Other
noncurrent assets” account, while interest-beatety includes all short-term and long-term debt,
reduced by related pledged time deposits. The @sauideline is to keep the gearing ratio at not
lower than 50:50.

As at June 30, 2013 and December 31, 2012 and #84 Group'’s ratio of net interest-bearing
debt to total capital plus net interest-bearingt@elal ratio of interest-bearing debt to total calpit
plus interest-bearing debt were as follows:

Net Interest-bearing Debt to Total Capital plus Métrest-bearing Debt

June 3Q December 3: December 3.
201% 2012 2011
(In Thousands)
Bank loan B37,475,39 B31,793,97 B25,747,92
Current portion of long-term debt 22,405,43 13,859,558 7,920,96
Long-term debt - net of current portion and
pledged time deposits 167,601,84 174,532,871 128,464,01

Less cash and cash equivalents, time dep
(net of pledged) and short-term investments,
investments in held for trading bonds, AFS
investments (bonds and corporate notes and

redeemable preferred shares) and long-term notes

included under “Other noncurrent assets” account (115,629,095 (126,574,773) (100,803,70z

Total net interest-bearing debt (a) 111,853,57 93,611,631 61,329,19
Total equity attributable to owners of the Parent 200,24022¢ 188,184,940 157,87@6=
Total net interest-bearing debt and equity attable

to owners of the Parent (b) B312,093,80 P281,796,571 219,203,26
Gearing ratio (a/b) 36% 33% 28%

Interest-bearing Debt to Total Capital plus Intefesaring Debt

June 3Q December 3 December 3:
2013 2012 2011
(In Thousands)
Bank loans P37,475,39 R31,793,975 B5,747,92
Current portion of long-term debt 22,405,43 13,859,558 7,920,96.
Long-term deb* net of current portion and pledg
time deposits 167,601,84 174,532,871 128,464,01

Total interes-bearing debt (i
Total equity attributable to owners of the Parent

162,132,90
157,87d6<

227,482,671 220,186,40
200,240,228 188,184,940

Total interes-bearing debt and equity attributa
to owners of the Parent (b)

R427,722,899 P408,371,344 ¥20,006,96

Gearing ratio (a/b)

53% 54% 51%
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25. Financial Instruments

Fair Values
The following table sets forth the carrying valaesl estimated fair values of financial assets mfulities, by category and by class, recognizedtas
June 30, 2013, December 31, 2012 and 2011:

June 30, 2013 December 31, 2012 December 31, 2011
Carrying
Value Fair Value Carrying Value Fair Value Carrying Value Fair Value

(In Thousands)

Financial Assets
Financial assets at FVPL:
Investments held for trading -

Bonds B468,551 P468,551 B459,343 B459,343 B457,496 B457,496
Derivative assets 2,059,629 2,059,629 128,480 128,480 159,461 159,461
2,528,180 2,528,180 587,823 587,823 616,957 616,957
Loans and receivables:
Cash and cash equivalents 57,143,129 57,143,129 60,714,720 60,714,720 56,050,322 56,050,322
Time deposits and short-term
investments (including noncurrent portion) 52,520,163 54,663,798 58,523,185 62,048,610 38,295,972 42,325,254

Receivables - net (including noncurrent
portion of receivables from real estate
buyers) 40,711,257 40,711,257 30,767,065 29,466,700 20,504,264 19,517,334
Advances and other receivables - net
(included under “Other current assets”

account in the consolidated balance sheets) 8,817,890 8,817,890 11,316,886 11,316,886 8,816,370 8,816,370
Receivable from a relared party (included
under :Other noncurrent assets” account - - - - 6,000,000 6,292,484

Long-term notes (included under “Other
noncurrent assets” account in the
consolidated balance sheets) 218,124 346,231 306,724 331,519 506,724 523,977
159,410,563 161,682,305 161,628,580 163,878,435 130,173,652 133,525,741

(Forward)
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December 31, 2012

December 31, 2011

Carrying
Value Fair Value Carrying Value Fair Value Carrying Value Fair Value
Held-to-Maturity -
Treasury bonds (included under “Other
current assets” account in the consolidated
balance sheets) 200,000 212,126 200,000 225,695 200,000 220,468
AFS Investments:
Shares of stock 12,890,768 12,890,768 11,618,836 11,618,836 7,088,955 7,088,955
Bonds and corporate notes 5,279,365 5,279,365 7,728,240 7,728,240 6,841,109 6,841,109
Club shares 6,320 6,320 5,900 5,900 5,330 5,330
18,176,453 18,176,453 19,352,976 19,352,976 13,935,394 13,935,394
B180,315,196 B182,599,064 P181,769,379 P184,044,929 B144,926,003 B148,298,560
Financial Liabilities
Financial Liabilities at FVPL -
Derivative liabilities B£910,052 910,052 P2,737,981 B2,737,981 B362,202 P362,202
Other Financial Liabilities:
Bank loans 37,475,390 37,475,390 31,793,975 31,793,975 25,747,920 25,747,920
Accounts payable and other current
liabilities* 52,954,582 52,954,582 55,531,106 55,531,106 43,323,577 43,323,577
Long-term debt (including current
portion and net of unamortized debt issue
cost) 190,007,281 225,274,395 188,392,429 230,044,469 136,384,980 150,553,342
Dividends payable 234,910 234,910 97,282 97,282 25,696 25,696
Tenants’ deposits and others 13,198,943 13,074,841 14,500,317 14,976,358 13,713,302 13,718,285
293,871,106 329,041,118 290,315,109 332,443,190 219,195,475 233,368,820
P294,781,158 P329,824,170 B293,053,090 B335,181,171 B219,557,677 PB233,731,022

* Excluding payable to government agencies of 83,8 million, P2,334.8 million, and P1,426.2 fiuh as at June 30, 2013, December 31, 2012,aneéDber 31, 2011, respectively, the
amounts of which are not considered financial lidies.
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Fair Value Hierarchy
The Group uses the following hierarchy for detefngrand disclosing the fair value of financial
instruments by valuation technique:

Level 1: Quoted prices in active markets for idesdtassets or liabilities, except for related
embedded derivatives which are either classifieldeagl 2 or 3 and redeemable preferred shares
categorized as AFS investments under Level 2;

Level 2: Those measured using inputs other thateguyarices included in Level 1 that are
observable for the asset or liability, either ditye¢as prices) or indirectly (derived from prices)

Level 3: Those with inputs for the asset or lidpithat are not based on observable market data
(unobservable inputs).

The following tables show the Group’s financialtimsnents carried at fair value as at June 30,
2013, December 31, 2012, and 2011:

June 30, 2013
Level 1 Level 2 Level 3
(In Thousands)

Financial Assets
Financial assets at FVPL:

Investments held for trading -bonds P468,551 P— P—
Derivative asse - 2,059,629 —
468,551 2,059,629 -

AFS investment: - -
Shares of stocl 12,833,575 - 57,193
Bonds and corporate notes 5,279,365 - -
Club shares 6,320 — —
18,119,260 — 57,193

P18,587,811 B2,059,629 B57,193

Financial Liabilities
Financial liabilities at FVPI-

Derivative liabilities = B194,450 B715,602
December 312012
Level 1 Level 2 Level 3

(In Thousands)

Financial Assets
Financial assets at FVF

Investments held for trading - bonds  B459,343 B— B—
Derivative assets - 128,480 -
459,343 128,480 -
AFS investments:
Shares of stocks 11,471,584 - 102,120
Bonds and corporate no 7,728,241 - -
Club shares 5,900 - -
19,205,722 - 102,12(
B19,665,06 B128,48( B102,12(

Financial Liabilities
Financial liabilities at FVPL Derivative
liabilities = B264,851 B2,473,130




-78 -

December 31, 2011
Level 1 Level 2 Level 3
(In Thousands)

Financial Assets
Financial assets at FVF
Investments held for trading -

bonds B457,496 B- =3
Derivative asse - 159,46: -
457,496 159,461 -
AFS investments:
Shares of stocl 7,031,82; - -
Bonds and corporate no 6,841,10 - -
Club shares 5,330 - -
13,878,26 - -
B14,335,75 B159,46: B-

Financial Liabilities
Financial liabilities at FVPL -
Derivative liabilities =3 B281,822 B80,380

During the periods ended June 30, 2013, Decemhet@P, and December 31, 2011, there were
no transfers between Level 1 and Level 2 fair vaheasurements and no transfers into and out of
Level 3 fair value measurements.

The financial instrument classified under LeveleBtains to the derivative liability arising from

the options in the Parent Company’s convertibledsonThis was classified under Level 3 because
of the credit spreads used as inputs to the faurevealculation of the options which were assessed
by the Group as having a significant impact tddisvalues.

Derivative Financial Instruments

To address the Group’s exposure to market riskfanges in interest rates arising primarily from
its long-term floating rate debt obligations andrtanage its foreign exchange risks, the Group
entered into various derivative transactions sctrass-currency swaps, interest rate swaps,
foreign currency call options, non-deliverable fards and foreign currency range options.
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The table below shows information on the Group&ssrcurrency and interest rate swaps
presented by maturity profile:

June 30,201
<1 Year >1-<2 Years >2-<5 Years

(Amounts in Thousands)
Cross Currency Swaps
Floating-Fixed
Outstanding notional amount $200,000 $200,000 $200,000
Receive-floating rate 6 months LIBOR+170 bps 6 months LIBOR+170 bps 6 mdhs LIBOR+170 bps
Pay-fixed rate 3.70% 3.70% 3.70%
Weighted swap rate R40.67 R40.67 R40.67
Outstanding notional amount $150,000 $150,000 $150,000
Receive-floating rate 6 months LIBOR+170 bps 6 months LIBOR+170 bps 6 mdhs LIBOR+170 bps
Pay-fixed rate 3.90% 3.90% 3.90%
Weighted swap rate P41.10 P41.10 P41.10
I nterest Rate Swaps
Floating-Fixed
Outstanding notional amount $145,000 $145,000 $145,000

Receive-floating rate
Pay-fixed rate

Outstanding notional amount
Receive-floating rate
Pay-fixed rate

Outstanding notional amount
Receive-floating rate
Pay-fixed rate

Outstanding notional amount
Receive-floating rate
Pay-fixed rate

Fixed-Floating

Outstanding notional amount
Receive-fixed rate
Pay-floating rate

Outstanding notional amount
Receive-fixed rate
Pay-floating rate

6 months LIBOR+margin% 6 months LIBOR+margin% 6 months LIBOR+margin%

2.91%-3.28%
$30,000
3.53%

$20,000

2.91%-3.28%

6 months LIBOR+margin% 6 months LIBOR+margin%

3.18%

$25,000
6 months LIBOR+margin%
4.10%

B795,280
5.44%
3MPDST-F

B795,280

2.91%-3.28%

$30,000 $30,000
6 months LIBOR+margin% 6 months LIBOR+margin% 6 months LIBOR+margin%
3.53% 3.53%
$20,000 $—
3.18%
$- $-
B785,280 B775,280
5.44% 5.44%
3MPDST-F 3MPDST-F
R785,280 B775,280
7.36% 7.36%

7.36%
3MPDST-F+margin%

3MPDST-F+margin%

3MPDST-F+margin%
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December 31, 2012

<1 Year >1-<2 Years >2-<5 Years
(Amounts in Thousands)
I nterest Rate Swaps
Floating-Fixed
Outstanding notional amount $145,000 $145,000 D06

Receive-floating rate
Pay-fixed rate

QOutstanding notional amot
Receive-floating rate
Pay-fixed rate

Outstanding notional amount
Receive-floating rate
Pay-fixed rate

Outstanding notional amount
Receive-floating rate
Pay-fixed rate

Fixed-Floating

Outstanding notional amount
Receive-fixed rate
Pay-floating rate

Outstanding notional amount
Receive-fixed rate
Pay-floating rate

6 months LIBOR+margin%
2.91%-3.28%

$30,00(
6 months LIBOR+margin%
3.53%

$20,000
6 months LIBOR+margin%
3.18%

$25,000
6 months LIBOR+margin%
4.10%

B970,000
5.44%
3MPDST-F

R970,000
7.36%
3MPDST-F+margin%

6 rharitIBOR+margin%
2.91%-3.28%

6 months LIBOR+margin%

2.91%-3.28%

$30,00( $30,00(
6 nmertIBOR+margin% 6 months LIBOR+margin%
3.53% 3.53%
$20,000 $—
6 nhartIBOR+margin%
3.18%
$- $—
B960,000 50800
5.44% 5.44%
3MPDST-F 3MPDST-F
B960,000 50800
7.36% 7.36%

3MPDST-F+margin%

December 31, 2011

3MPDST-F+margin%

<1 Year >1-<2 Years >2-<5 Years
(Amounts in Thousands)
Floating-Fixed
Outstanding notional amount $145,000 $145,000 b,
Receive-floating rate 6 months 6 months 6 months

Pay-fixed rate

Outstanding notional amount
Receive-floating rate

Pay-fixed rate

Outstanding notional amount
Receive-floating rate

Pay-fixed rate

Outstanding notional amount
Receive-floating rate

Pay-fixed rate

Fixed-Floating

Outstanding notional amount
Receive-floating rate
Pay-fixed rate

Outstanding notional amount
Receive-fixed rate
Pay-floating rate

LIBOR+margin%
2.91%-3.28%

$50,000

6 months
LIBOR+margin%

3.18%-3.53%

$25,000

6 months
LIBOR+margin%
4.10%

$20,000

6 months
LIBOR+margin%
3.41%

B980,000
5.44%
3MPDST-F

980,000
7.36%
3MPDST-F
+margin%

LIBOR+margin%
2.91%-3.28%

$50,000
6 months
LIBOR+margin%
3.18%-3.53%

$25,000
6 months
LIBOR+margin%
4.10%

$20,000
6 months
LIBOR+margin%
3.41%

B970,000
5.44%
3MPDST-F

970,000
7.36%
3MPDST-F
+margin%

LIBOR+margin%
2.91%-3.28%

$50,000
6 months
LIBOR+margin%
3.18%-3.53%

$-

60R80
5.44%
3MPDST-F

960,000
7.36%
3MPDST-F
+margin%
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Options Arising from Investment in Convertible Benfihe Parent Company invested in US$
denominated convertible bonds of a public compahigchvit classified as AFS investments. The
bonds contain multiple embedded derivatives sudbragequity call, short call and long put
options which were accounted for as compound diéves Such multiple embedded derivatives
were bifurcated by the Parent Company from the hostls on the respective purchase dates of
the bonds. The net positive fair value of theapiat inception amounted to B3.7 million. The
long equity call option pertains to the right oé tRarent Company to convert the bonds into
common shares of the issuer at the conversion pfiB63.7 (BR26.9 at present) per share at the
fixed exchange rate of B40.6 per US$1.0 until dan81, 2013, subject to a cash settlement
option on the part of the issuer. The short gallam pertains to the right of the issuer to early
redeem the bonds on or after February 11, 201@sutg the conditions stated in the bond
agreement. On the other hand, the long put opitiich expired on February 11, 2011, pertains
to the right of the Parent Company to require ¢iseer to redeem the bonds at 115.6%.

Options Arising from Convertible Bond$he Parent Company’s convertible bonds contain
multiple embedded derivatives such as short egaiyoption, long call option and short put
option, which were bifurcated and accounted faraapound derivatives.

Short equity call option pertains to the optiorit@ bondholders to convert the bonds into SMIC’s
common shares prior to maturity. If a bondholdereised its conversion option, the Parent
Company can choose either to settle the bondssim @aissue common shares, and such option on
the part of the Parent Company is a long call optio

US$300.0 Million Convertible Bonds

The Bonds are denominated in U.S. dollar whilectlveency of the underlying shares is
denominated in Philippine peso. The contractingigmhave fixed the exchange rate at B48.37
per US$1. Considering the exposure of the Parenmtpgany, the option was assessed as a short
put option. In addition, the bondholder may regufre Parent Company to redeem all or some of
the Bond at 110.79% of the principal amount on Mar@, 2010.

The bonds matured on March 19, 2012, therefore &sre 30, 2012, the fair value of the options,
which is shown as a noncurrent liability in the solidated balance sheets, amounted to

Bnil. Net fair value changes recognized by theu@rfor the quarters ended June 30, 2012
amounted to negative B131.5 million, which aréeméd under “Dividends, management fees,
and others”account in the consolidated statemdritcome.
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US$250.0 Million Convertible Bonds

The Bonds are denominated in U.S. dollar whilectlveency of the underlying shares is
denominated in Philippine peso. The contractingigmhave fixed the exchange rate at B42.71
per US$1. Considering the exposure of the Parentpgany, the option was assessed as a short
put option. In addition, the bondholder may regufre Parent Company to redeem all or some of
the Bonds on February 15, 2015 at their Early Readiem Amount, together with accrued but
unpaid interest.

As at June 30, 2013 and December 31, 2012, thedhie of these options, which is shown as a
current liability in the consolidated balance skeamounted to B1,824.6 million and B2,473.1
million, respectively. At inception date, the négafair value of these options amounted to
R1,193.9 million. In 2013, the Group recognizddiavalue change from these options
amounting to B1,903.5 million loss which is redagd under “Gain (loss) on fair value changes
on derivatives — net” account in the consolidatatesnents of income.

Cross Currency Swaps (CCSh 2012, SM Prime entered into cross currency sasggpements
with aggregate notional amount of US$200 milliond aveighted swap rate of B40.67 to US$1.
Under these agreements, SM Prime effectively rese inception B notional amount and pays
US$ notional amount. Every interest payment dal Prime will receive variable interest based
on the US$ notional and will pay fixed interestémhen the B notional amount up to January
2018. At maturity date, SM Prime will receive US&ional amount and pay B notional amount.
The US$ receipts from the CCS correspond to 1008eoéxpected interest and principal
payment due on the hedged loan. With this, thialiity in the cash flows of the CCS is
expectedly to partially offset the variability ingh flows of the hedged loan due to changes in
B/US$ exchange rate and 6-month LIBOR plus spré&dfictively, the CCS transformed 100% of
the floating interest US dollar-denominated loawo ifixed interest Philippine peso-denominated
loan (see Note 18). As at June 30, 2013, the curssncy swaps have aggregate fair value of
R1,965 million gain recognized as part of “Cumuiatranslation adjustment of a subsidiary”
account in the consolidated statements of compeaeimcome.

Interest Rate Swaps$n 2011, SM Prime entered into US$ interest ratepsagreements with
notional amount of US$145 million. Under the agneats, SM Prime effectively converts the
floating rate U.S. dollar-denominated term loam ifited rate loan with semi-annual payment
intervals up to March 21, 2015 (see Note 18). tAluae 30, 2013, December 31, 2012 and
December 31, 2011, the floating to fixed interast Iswap has negative fair value of B132.0
million, B157.9 million, and B142.4 million, resgively.

SM Prime also entered into US$ interest rate swiapeanent with notional amount of US$20
million in 2011. Under the agreement, SM Primeetif/ely converts the floating rate U.S. dollar-
denominated five-year bilateral unsecured loanfixexd rate loan with semi-annual payment
intervals up to November 30, 2014 (see Note 18 .aAJune 30, 2013, December 31, 2012, and
December 31, 2011, the floating to fixed interast swaps has negative fair value of B13.0
million, B16.7 million, and B14.8 million, respizely.

In 2010, SM Prime entered into the following instreate swap agreements:

= A USS$ interest rate swap agreement with nominaluarnof US$30.0 million. Under the
agreement, the Parent Company effectively contleetéoating rate U.S. dollar-denominated
five-year bilateral unsecured loan into fixed rigi@n with semi-annual payment intervals up to
November 30, 2015 (see Note 19). As at June 3IB,dDecember 31, 2012 and December 31,
2011, the floating to fixed interest rate swap aaggative fair values of B38.0 million, B47.7
million, and B37.8 million, respectively.
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= Two Philippine peso interest rate swap agreemeititsn@tional amount of B1,000.0 million
each, with amortization of B10.0 million every aemsary. The combined net cash flows of the
two swaps effectively converts the Philippine pdsoominated five-year inverse floating rate
notes into floating rate notes with quarterly papiiatervals up to June 2015 (see Note 19). As
at June 30, 2013, December 31, 2012 and Decemb2031, these swaps have positive fair
values of B95.0 million, B110.0 million, and 1816 million, respectively.

= A USS$ interest rate swap agreement with notionalarhof US$20.0 million. Under the
agreement, SM Prime effectively converts the flaatiate U.S. dollar-denominated three-year
bilateral unsecured loan into fixed rate loan ve#imi-annual payment intervals up to January 14,
2013 (see Note 18). As at December 31, 2011)dhérg to fixed interest rate swap has a
negative fair value of B3.2 million. On JanuaBy 2012, the interest rate swap was preterminated
as a result of prepayment of the underlying lolair value changes from the preterminated swap
recognized on the consolidated statements of in@mainted to B1.1 million loss in 2012.

In 2009, SM Prime entered into US$ interest ratepsagreements with notional amount of
US$25 million. Under these agreements, SM Prirfecgfely converts the floating rate U.S.
dollar-denominated five-year bilateral loan inteefil rate loan with semi-annual payment intervals
up to November 2013 (see Note 18). As at June@IB,2December 31, 2012, and December 31,
2011, the floating to fixed interest rate swap &aegative fair value of B12.0 million, B22.1
million, and B39.8 million, respectively.

Non-deliverable Forwarddn 2013 and 2012, the Parent Company entered @lit€ and buy
US$ forward contracts. It also entered into s&Bland buy P forward contracts with the same
aggregate notional amount. Net fair value chafges the settled forward contracts recognized
in the consolidated statements of income amout@&L# million gain and B19 million gain for
the six months ended June 30, 2013 and 2012, tesggc

26. EPS Computation

June 30, June 30,
2013 2012
Net Income Attributable to Common
Owners of the Parent
Net income attributable to common owners of thesRifor
basic earnings (a) P12,632,012 P10,916,822
Weighted Average Number of Common Shares Outstandin
Weighted average number of common shares outstfalithe
period (b) 625,040 613,209

Basic EPS (a/b) P20.2 P17.8
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27. Prior Period Adjustments

The comparative information in 2012 consolidatedeshents of income has been reclassified to
conform to the presentation of the financial staets for the period ended June 30, 2013.

In addition, the consolidated balance sheets ®#&ar ended December 31, 2012 and December
31, 2011 were restated to effect the adoption d B8, Employee Benefits (Revised). The
impact to the financial statements upon adoptiothefstandard are discussed in Note 3.

28. Other Matters

(a) In 1988, the Parent Company acquired the formeuBagines Hotel properties from the
Development Bank of the Philippines (DBP) througtegotiated sale and purchased the Taal
Vista Lodge (the Lodge) from the Taal & Tagaytayridgement Corp., the original purchaser
of the Lodge from DBP.

Previously, in 1984, certain minority stockholdef&kesort Hotel Corp. (RHC), the previous
owner of the former Baguio Pines Hotel propertied the Lodge, filed with the Regional

Trial Court (RTC) of Makati a derivative suit agsitthe DBP questioning the foreclosure by
the DBP of the mortgages of these properties. Pdrent Company was impleaded as a party
defendant in 1995. The RTC of Makati voided theétosure by the DBP on the mortgaged
properties and declared the Parent Company a luyad faith.

The DBP and the Parent Company have appealed tB&sRiEcision to the Court of Appeals.
On May 25, 2007, the Court of Appeals issued asitmticompletely reversing and setting
aside the February 13, 2004 decision of the RTCauand, consequently, dismissing the
said RTC case. The appellees (certain non-coimgattockholders of RHC) filed a Motion
for Reconsideration with the Court of Appeals andNmvember 9, 2007, the Court of
Appeals issued a resolution denying the appelldesion for Reconsideration. The appellees
filed a Petition for Review on Certiorari beforet8upreme Court appealing the decision of
the Court of Appeals reversing the said decisiothefRTC Makati. On December 23, 2009,
the Supreme Court rendered a decision decreeingngwothers, that the foreclosures of the
mortgaged Baguio Pines Hotel and Taal Vista Lodgggrties were valid; and on

October 24, 2010, the Supreme Court issued a Resollenying petitioners (certain
non-controlling stockholders of RHC) Motion for Resideration of the Resolution dated
June 21, 2010 denying with finality the separataitdofor Partial Reconsideration filed by
Petitioner and DBP since it was treated as a sel®tmtihn for Reconsideration, a prohibited
pleading under the Rules of Court.

(b) On May 31, 2013, the BOD of SM Prime approved ti®wing:

. The increase in the authorized capital stock ofBivhe by B20,000 million, from
B20,000 million consisting of 20,000 million commshares with a par value of B1 per
share to B40,000 million consisting of 40,000 imillcommon shares with a par value of
R1 per share, and the consequent amendment ofeAvtil of the Articles of
Incorporation.

*  The change in SM Prime’s primary purpose from dgwelent and operation of
commercial shopping centers to a mixed-use regqrty developer, and the consequent
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amendment of Article Il of the Articles of Incorgion.
(c) On May 31, 2013, the BOD of SM Prime also appra¥edfollowing actions:

*  The merger between SM Prime and SM Land and thed?Iierger presented by the
management.

e Theissuance of 707,957,409 SM Prime common sham@sjuire certain unlisted real
estate companies from SMIC, Mountain Bliss Resodt 2evelopment Corporation, and
the Sy Family in exchange for the latters’ shanethose unlisted real estate companies
(share for share swap).

. The issuance of 837,764,769 SM Prime common sha®slIC in exchange for certain
real property assets (property for share swap).

« Delegated to the management the negotiation fovahetion of the exchange of shares
and the final terms and conditions relating toaheve stated transaction as it deems
most beneficial to the Company.

In connection with the planned restructuring apdroved merger between SM Prime and SM
Land, SM Land has announced the tender offer ®otlistanding shares of SM Development
Corporation and Highlands Prime, Inc. for SM Prishares at a certain exchange ratio.

As at June 30, 2013, the SM Property Group restring is not yet completed.

29. Events After the Reporting Period

At various dates from July 1, 2013 to August 7,2ahe bondholders of US$9.4 million (B381.5
million) opted to convert their holdings into 615J3SMIC’s shares. This resulted to an increase
in capital stock and additional paid-in capital amting to B6.2 million and B567.9 million,
respectively, and a decrease in liability of B%Afillion.

On July 12, 2013, SEC approved the issuance 0B88%hares as additional stock dividends to
stockholders on record as of July 8, 2013. Thetiaddl stock dividends were issued on August
1, 2013.

Effective July 8, 2013, the new conversion pric&J&$250.0 million convertible bonds is
P624.625 after giving effect to the 25% stock divids declared on April 25, 2013.

On August 1, 2013, SMIC entered into a Placememed&ment with certain shareholders and UBS
AG (the “Placement Agent”), where the selling shatders shall sell 7,250,000 SMIC common
shares (the “Sale Shares”) at B900.00 per shahe telacement Agent, or to investors that the
Placement Agent may procure outside the Philippines

Simultaneously, SMIC entered into a Subscriptiomeggnent with the selling shareholders, where
SMIC agreed to issue new SMIC common shares (ot afithorized but unissued capital stock)
in an amount equal to the aggregate number ofdle$hares sold by the Selling Shareholders
and the Selling Shareholders agreed to subscritietsaid shares.
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PART 1 FINANCIAL INFORMATION

Item 2. Management's Discussion and Analysis of Famcial Condition and Results of
Operations

Consolidated Results of Operations

For the Six Months Ended June 30, 2013 and 2012
(Amountsin Billions Pesos)

Six Months Ended
%

Accounts 06/30/2013 06/30/2012 Change
Revenue P 122.1 P 1051 16.1%
Cost and Expenses 96.6 85.0 13.6%
Income from Operations P 25.5 P 20 26.8%
Other Charge 3.€ 1.¢ 106.3%
Provision for Income Tax 3.6 29  22.9%
Non-controlling Interest 5.4 4.4 23.2%
Net Income Attributable to Equity
Holders of the Parent P 12.6 P 10.9 15.7%

For the six months ended June 30, 2013, SM Invegsn€orporation (SMIC) posted a
consolidated net income of P12.6 billion, a groatti5.7% over P10.9 billion in the same period
in 2012. Consolidated revenues grew by 16.1% ®2R1billion, as against last year’'s P105.1
billion.

Income from operations increased by 26.8% to PBSl®n compared to P20.1 billion of the
same period last year. Operating income marginretcprofit margin is at 20.9% and 10.3%,
respectively.

The total merchandise sales of SM Department Std8&4 Supermarkets, SaveMore, SM
Hypermarkets and Waltermart (Retail Group) grewet8% in 2013 mainly due acquisition of
Waltermart and opening of the following new stdresn July 01, 2012 to June 30, 2013:

SM Department SM Supermarket | SaveMore Stores SM Hypermarkets
Stores
1 SM City General | San Fernando SaveMore Camarin Cadiz
Santo
2 | SMCity Lanang | General Santos SaveMore Sta. Cruz Antipolo
3 SM San Fernanc | Lanang SaveMore LB Centi Heroes Hall, Laoe
4 SM Aura Aura SaveMore Sta. Rosa Cainta*
5 - - SaveMore Maribago -
6 - - SaveMore MD Fuente| -
7 - - SaveMore Talisay -
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SM Department SM Supermarket | SaveMore Stores SM Hypermarkets
Stores
8 - - SaveMore Kaw -
9 |- - SaveMore Santiago -
10 | - - SaveMore Zabarte -
11 | - - SaveMore Bajac -
12 | - - SaveMore Parola -
Cainta
13 | - - SaveMore TM -
Centerpoint
14 | - - SaveMore Acaci -
15 | - - SaveMore Project 8 -
16 | - - SaveMore Sta. Maria | -
llocos
17 | - - SaveMore ARCC -
Bacoor

*formerly Makro store which were converted into ldymarket store

Of the P83.6 billion and P73.8 billion merchandssdes for the six months ended June 30, 2013
and 2012, respectively, the non-food group and fgooup contributed 40.9% and 59.1%,
respectively in 2013 and 43.4% and 56.6%, respalgtin 2012.

As of June 30, 2013, SM Investments’ retail sulasids have 229 stores. These consist of 47
department stores, 37 supermarkets, 86 SaveMaess®&8 hypermarkets and 21 waltermart.

Real estate sales for the six months ended Jun2(@3 grew by 1.3% to P12.9 billion from
P12.7 billion. These largely came from the redates sale of SM's residential arm, SM
Development Corporation (SMDC) and the condominpnojects of Costa del Hamilo (CDHI),
SM'’s tourism vehicle, which is developing the Pa® Loro Cove project in Nasugbu Batangas.
The majority of the units sold by SMDC in the fisik months of the year were from Shell
Residences in the Mall of Asia Complex, Wind Res@s in Tagaytay, Grace Residences at The
Fort, Taguig City, Green Residences along Taft Areeand Jazz Residences in Makati.

As of June 30, 2013, SMDC has a total of 15 ongoasidential condominium projects. Aside
from the above mentioned projects, the other orggpimjects of SMDC are the following: Grass
Residences, behind SM City North EDSA in Quezory,CRield Residences in Parafiaque,
Princeton Residences, along Aurora Boulevard inzQuoeCity, Sun Residences, beside the
Mabuhay Rotunda at the boundary of Manila and QueZiy, Light Residences, along the
northbound side of EDSA, Blue Residences, at thaeroof Katipunan Avenue and Aurora
Boulevard in Quezon City, Mezza Il Residences, gléwmrora Boulevard in Quezon City, M

Place @ South Triangle in Quezon City, Rose Resgein the Ortigas Center in Pasig, and
Breeze Residences in Pasay City. All projectsimrbletro Manila, except Wind Residences,
which is in Tagaytay.
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Further contributions to the real estate sales weseided by the sale of condominium units and
club shares in Pico de Loro. Costa Del Hamilo’'sdaminium projects at Pico de Loro, namely,
Jacana and Myna condominium projects were launaiédte 2008, were both completed late
2012. The completed condominium units were turogdr to the buyers starting from the
construction completion date.

Rent revenue for the six months ended June 30,, 2&tRed mainly from the mall operations of
SM Prime Holdings, Inc. (SM Prime), increased by6% to P13.3 billion in 2013 from P11.3
billion in the same period last year. SM Primehis country’s leading shopping mall developer
and operator which owns 47 malls in the Philippiard five malls in China. The increase in rent
revenues is largely due to rentals from new SM 8uphs opened in 2012 and 2013, namely SM
City Olongapo, SM City Consolacion, SM City Sanr&rdo, SM City General Santos and SM
Lanang Premier, and SM Aura Premier, with a totakg floor area of 698,000 square meters.
Excluding the new malls and expansions, same-stoitel growth is at 7%.

The five malls in China contributed R1.4 billion2013 and B1.3 billion in 2012, or 8% and 9% of
SM Prime’s total consolidated revenues, respegtivélikewise, in terms of rental revenues, the
China operations contributed 10% to SM Prime’s otidated rental revenues. Gross revenues of
the five malls in China increased 9% in 2013 coraegaio 2012 largely due to improved mall
productivity and lease renewals for the first thneals opened namely SM Xiamen, SM Jinjiang
and SM Chengdu. Average occupancy rate for tisetfiree malls is now at 93%.

For the six months ended June 30, 2013 and 204&ma ticket sales and amusement revenues
increased by P0.5 billion or 24.3% to P2.7 billdure to more blockbuster movies, both local and
international, and fully operational digital cinesnahich enabled simultaneous nationwide release
and opening of new amusement rides in SM By the &=l Sky Ranch in Tagaytay and income
from sponsorships. Amusement revenue is mainlyposed of income from rides, bowling and
ice skating operations including the SM Sciencediery Center and the SM Storyland.

Equity in net earnings of associates increased26y6®6 to P8.0 billion in 2013 from P3.5 billion
in 2012, primarily due to the increase in the mebme of BDO which is attributed to the bank’s
non-interest income, which increased by 81%, drivefiee-based service income and exceptional
trading and foreign exchange activities despitentlaeket volatility in June. With record earnings
for the period already representing more than twal$ of its P20.4 billion guidance for 2013,
BDO is optimistic of hitting its year-end targets & expands its businesses while nimbly
responding to market challenges.

Dividend, management fees and other revenues sexlehy 5.0% to P1.7 billion for the six
months ended June 30, 2013 from P1.6 billion indhme period last year. Dividend income
decreased by 35.0% to P0.2 billion in 2013 fronBRllion in 2012 due to decrease in dividends
received from investees. Management and serves fehich is computed based on percentage of
sales, increased by 64.7% to P0.8 billion in 2008 fP0.5 billion in 2012 mainly due to increase
in sales of retail affiliates. Other revenues casga mainly of commission from bills payment,
prepaid cards, show tickets, service income, aimd@asale of available-for-sale investments and
fair value changes on investments held for tradi@gin on sale of available for sale investments
and fair value changes on investments held foirigaith 2013 of P0.2 billion mainly resulted from
the maturity of certain investments in bonds.
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Total cost and expenses increased by 13.6% to RfiEdh for the six months ended June 30,
2013 from P85.0 billion in the same period lastryeBelling, general and administrative expenses
increased by 16.9% to P25.8 billion for the six thanended June 30, 2013 from P22.0 billion in
the same period last year mainly due to the additioperating expenses associated with mall
expansions and new malls, department stores, sapieeis, savemore and hypermarkets and store
renovations and current real estate projects

Net other charges increased by 106.3% to P3.®miflor the six months ended June 30, 2013
from P1.8 billion in the same period last yeartetast expense increased by 16.2% to P5.4 billion
in 2013 from P4.7 billion in 2012 due mainly to nésans availed this year. Interest income
decreased by 14.2% from P2.3 billion in 2012 t®million in 2013 due to lower average balance
of temporary investments as of June 30, 2013 comdlpaith the same period last year. Loss on
fair value changes on derivatives of P0.7 billinr2D13 pertains mainly to the fair value changes
of the embedded derivatives related to the US$260libn convertible bonds in 2012 (refer to
Note 18 of the consolidated financial statemen&preign exchange gains and others decreased
by 59.7% to P0.2 billion in 2013 from P0.4 billigm 2012 due mainly to increase in foreign
exchange rate from P42.12:US$1.00 in 2012 to P43$£1.00 in 2013.

Provision for income tax increased by 22.9 % tc6H#llion for the six months ended June 30,
2013 from P2.9 billion in the same period last y&éae mainly to the increase in taxable income.
The effective income tax rate is 17% in 2013 anti6&6 in 2012.

Non-controlling interest increased by 23.2% to R#libn for the six months ended June 30, 2013
compared to P4.4 billion for the same period in28Mie to increase in the net income of certain
subsidiaries that are not wholly owned.

Financial Position
(amountsin billion pesos)

06/30/2013 12/31/2012 %
Accounts (Unaudited) (Audited) Change

Current asse P 141. P 145! -3.2%
Noncurrent assets 445.6 416.1 7.1%
Total assets P 586.8 P 562.0 4.4%
Current liabilities P 1185 P 105.1 12.7%
Noncurrent Liabilitie 189.: 195.1 -3.0%
Total Liabilities 307.8 300.2 2.5%
Equity 279.0 261.8 6.6%
Total Liabilities and

Equity P 586.8 P 562.0 4.4%

Consolidated total assets as of June 30, 2013 d@etbiin P586.8 bhillion, an increase by 4.4%
from P562.0 billion as of December 31, 2012. Oa ttther hand, consolidated total liabilities
increased by 2.5% to P307.8 billion as of June2B@,3 from P300.2 billion as of December 31,
2012.
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Consolidated current assets decreased by 3.2%/tb. Phillion as of June 30, 2013 from P145.9
billion as of December 31, 2012. Cash and casivelgmts decreased by 4.2% to P58.2 billion as
of June 30, 2013 from P60.7 billion as of Decen@ier2012 due mainly to payments of loans and
capital expenditures. Time deposits and short-tewvestments decreased by 25.9% to P21.5
billion as of June 30, 2013 from P29.1 billion a@sbecember 31, 2012 due mainly to loan
payments in 2013. Investments held for trading sadd decreased by 59.0% to P1.2 billion as of
June 30, 2013 from P2.9 billion as of December2B12 due to maturity of certain investments in
bonds. Receivables increased by 47.0% to P24idrbis of June 30, 2013 from P16.4 billion as
of December 31, 2012 mainly due to the increasthéncurrent portion of receivable from real
estate buyers resulting from higher sales voluntecamstruction accomplishments and dividends
receivable from bank associates. Other currerdtaigiecreased by 1.8% to P23.0 billion as of
June 30, 2013 from P23.5 billion as of December2B12.

Consolidated noncurrent assets amounted to P44kod las of June 30, 2013, a growth of 7.1%
from P416.1 billion as of December 31, 2012. Itwvemits in shares of stock of associates
increased by 1.4% to P130.2 billion as of June2B8@,3 from P128.5 billion as of December 31,
2012 mainly due to the equity share in banks’ nebine. Land and development increased by
20.8% to P36.5 billion as of June 30, 2013 from.Pdillion as of December 31, 2012, mainly
from capital expenditures spent in new residergigjects. Deferred tax assets increased by
54.9% to P1.0 billion as of June 30, 2013 from Rfll&n as of December 31, 2012, mainly due
to the tax effect of the increase in deferred ineam sale of real estate, net operating loss carry
over, and minimum corporate income ta®ther noncurrent assets increased by 19.6% to P33.5
billion as of June 30, 2013 from P28.0 billion dHecember 31, 2012 mainly due to the increase
in noncurrent receivable from real estate buyerd derivative assets resulting mainly from
unrealized mark-to-market gains on cross curremggpstransactions designated as a cash flow
hedge and the outstanding interest rate swapsrdgejas fair value hedges.

Total consolidated current liabilities increased 18:7% to P118.5 billion as of June 30, 2013
from P105.1 billion as of December 31, 2012 dueniyaio reclassification of maturing loans
from non-current to current portion of long-termbtevhich increased by 61.7% to P22.4 billion
as of June 30, 2013 from P13.9 billion as of Decan®1i, 2012 and new bank loan availments
during the period which increased bank loans b@%to P37.5 billion as of June 30, 2013 from
P31.8 billion as of December 31, 2012. Dividendggble increased by 141.5% to P0.2 billion as
of June 30, 2013 from PO.1 billion as of Decembgr 3013 representing dividends due to
minority stockholders. This is partially offset ltye decrease in accounts payable and other
current liabilities by 1.5% to P57.0 billion asaine 30, 2013 from P57.9 billion as of December
31, 2012 and income tax payable by 9.4% to P1ll®mihs of June 30, 2013 from P1.5 as of
December 31, 2012 billion resulting mainly fromtlgghent of trade and income tax payables.

Total noncurrent liabilities decreased by 3.0% 18%4 billion as of June 30, 2013 from P195.1
billion as of December 31, 2012 due mainly to tt@¥« decrease in long-term debt - net of current
portion from P174.5 billion as of December 31, 204P167.6 billion as of June 30, 2013 which
resulted from loan payments in 2013 and reclasdi€in to current portion of maturing loans (see
note 18 to the unaudited consolidated financiakstants for further discussion regarding long-
term debt). Deferred tax liabilities increased1y9% to P5.1 billion as of June 30, 2013 from
P4.6 billion as of December 31, 2012 due mainlyhi® tax effect of the increase in unrealized
gross profit on sale of real estate and capitalintstest. Tenants’ deposits and others increased
by 4.5% to P16.4 billion as of June 30, 2013 frobb.P billion as of December 31, 2012 due
mainly to new malls and expansions and new condiomitprojects of the real estate group.
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Total equity amounted to P279.0 billion as of J@@e 2013, while total Equity attributable to
equity holders of the parent amounted to P200Ihil Additional paid-in capital increased by
18.2% to P50.6 billion as of June 30, 2013 from.P44#llion as of December 31, 2012 due to
conversion of US$ bonds to SMIC shares. The 295%8%®789.9 million increase in cumulative
translation adjustment to P1,056.8 million as oheJB0, 2013 from P266.9 million as of
December 31, 2012 resulted from the translatiam®financial accounts of SM China malls from
China Yuan Renminbi to Philippine peso and fromeaitized mark-to-market gains on cross
currency swap transactions designated as a cagthfidge. The 18.2% or P47.8 million increase
in actuarial losses to P312.0 million as of JuneZ813 from P264.1 million as of December 31,
2012 resulted from the valuation of the Group’sreetent plan. Net unrealized mark-to-market
gain on AFS investments decreased by 15.0% to Itlich from P11.7 billion mainly due to the
decrease in the market value of AFS investmentbaok associates. Non-controlling interest
increased by 7.0% to P78.8 billion from P73.6 diilimainly due to increase in the net assets of
certain subsidiaries that are not wholly owned.

The Company has no known direct or contingent firnobligation that is material to the
Company operations, including any default or acegilen of an obligation. The Company has no
off-balance sheet transactions, arrangements, atldits during the reporting year and as of the
balance sheet date.

There are no known trends, events, material charggasonal aspects or uncertainties that are
expected to affect the company’s continuing openti

Key Performance Indicators

The following are the major financial ratios of tB®mpany for the six months ended June 30,
2013 and 2012 and for the year ended Decembel032; 2

06/30/2013| 12/31/2012
Accounts (Six months) (One Year)
Current Ratio 1.19:1.00 1.39:1.00
Debt-equity Ratios
On Gross Basis 53% :47% 54% : 46%
On Net Basis 36% : 64% 33% : 67%
06/30/2013, 06/30/2012
Accounts (Six months) (Six months)
Revenue Growth 16.1% 14.1%
Net Income to Reven 10.2% 10.4%
Net Income Growth 15.7% 13.2%
Return on Equit 12.6% 13.0%
EBITDA (In Billions of Pesos) P30.1B P23.9B

The current ratio decreased to 1.19:1.00 from 1.89:due mainly to decrease in current assets by
3.2% in contrast to the increase in current litibdi of 12.7% (See Management’s Discussion and
Analysis of Financial Condition).

The debt-equity ratio on gross basis decrease@%@4/% in 2013 from 54%:46% due mainly to
increase in equity resulting mainly from conversarlJS$bonds to SMIC shares. On net basis,
the debt-equity ratio increased to 36%:64% from &3 due mainly from decrease in cash and
cash equivalents, time deposits and investmentd foel trading and sale (See Management’s
Discussion and Analysis of Financial Condition).
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In terms of profitability, revenue growth increased16.1% in 2013 from 14.1% in 2012 due
mainly to growth in retail sales, cinema ticketesehnd amusement and equity in net earnings.

Net income to revenue slightly decreased to 10.8%¥n f10.4% while return on equity decreased
to 12.6% from 13.0% resulting mainly from increasequity due to conversion of US$ bonds to
SMIC shares. EBITDA improved by P6.2 billion. (9danagements’ Discussion and Analysis of
Results of Operations).

The manner by which the Company calculates theytong indicators is as follows:

1. Current Rati Current Assel
Current Liabilitie:

2. Debr-Equity Ratic
a. Gross Bas Total Interest Bearing Debt less Pledged time dég
Total Equity Attributable to Equity Holders of tRarent) + Tots
InterestBearing Debt less Pledged time dept

b. Net Basi Total Interest Bearing Debt less cash and cashvalgumts, time
deposits, investment in bonds held for trading saie
Total Equity Attributable to Equity Holders of tRarent) + Tots
Interest Bearing Debt less cash and cash equigalémhe
deposits and investments in bonds held for tradimg) available

for sale
3. Return orEquity Net Income Attributable to Equity Holders of tha &
Average Equity Attributable to Equity Holdersthe Paretr
4. Netlncometo Net Income Attributable to Equity Holders of tha &
Revenu

Total Revenu

5. Revenue Growl Total Revenues (Current Per) - 1
Total Revenues (Prior Peric

6. Net Income Growt Net Income Attributable tEquity Holders of Parent (Curre
Perioc) - 1
Net Income Attributable to Equity Holders of Pargirior
Period

7. EBITDA Income from operations + Depreciation & Amortiza
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Expansion Plans / Prospects for the Future

For the rest of 2013, SM Prime is scheduled todausiM City BF in Paranaque. SM Megamall,
on the other hand, will be expanded with an adad#id 01,000 square meters. By year-end, SM
Prime will have 48 malls in the Philippines andefivn China with an estimated combined gross
floor area of 7 million square meters.

Retail expansion plans for the rest of 2013 incltlike opening of one department store, one
supermarket, eleven SaveMore branches and siximgpkets. By year-end, the Group will have
48 department stores, 39 supermarkets, 97 Savadanehes and 43 hypermarkets.

SMDC currently has 15 residential projects. Ferrbst of 2013, SMDC plans to launch three to
four new projects in various cities within Metro M&. In order to sustain the growth
momentum and to further expand SMDC'’s presencéhénimndustry, SMDC will continue to
vigorously pursue its vision of uplifting the Filipp lifestyles by launching products that will
meet the demand for affordable and high qualitidesgial units in prime locations and will also
pursue projects that will cater to the preferenaed financial capacity of its target market.
Innovation shall remain to be its strength whilentcauously focusing attention to changing
market needs. The broadening and strengtheniitg ofvenue base shall also be pursued as it
moves forward. In addition, it shall continue &asch for viable locations in key cities in Metro
Manila in response to the increasing demands feideaces. SMDC shall be open to tapping
various sources of financing to support its opereti needs in real estate development.

The expansion plans of Costa del Hamilo includesttging the Marina Village. It is envisioned
to be a vibrant mixed-use community of prime resiid lots, waterfront homes, and retail and
water sports facilities connected by a boardwa#it surrounds the Marina which will enhance
Coastal Living in Hamilo Coast.

The above expenditures will be funded through idly generated sources and other capital
raising initiatives such as bond issuances anddwaiiments.

The Company has no known direct or contingent firnobligation that is material to the
Company, including any default or acceleration ofabligation. There were no contingent
liabilities or assets in the Company’s balance shekhe Company has no off-balance sheet
transactions, arrangements, obligations duringeherting year as of balance sheet date.

There are no known trends, events, material charsgasonal aspects or uncertainties that are
expected to affect the Company’s continuing openati
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PART I FINANCIAL INFORMATION

Iltem 3. Aging of Accounts Receivable — Trade

SM Investments Corporation and Subsidiaries
Aging of Accounts Receivable - Trade

As of June 30, 2013

(Amounts in Thousands)

Receivable from Tenants

Third-party tenants P 2,558,729
Related-party tenants 1,792,947
Receivables from Real Estate Buyers & others
- net of non-current portion 13,595,857
Total P 17,947,533
Aging:
Neither past due nor impaired P 15,480,659
31-90 days 912,716
91-120 days 219,325
Over 120 days 1,133,830
Impaired 201,003
Total P 17,947,533
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PART II - SIGNATURE

Pursuant to the requirements of the Securities Régn Code, the issuer has duly caused this report

to be signed on its behalf by the undersigned thgoeduly authorized.

Registrant: SM INVESTMENTS CORPORATION

S 7&1@, K. o D¢ 08-08-201¢

MA. RUBY LL. CANO
Senior Vice President — Controller
Alternate Corporate Information Officer




