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PART | FINANCIAL INFORMATION

Item 1. Consolidated Financial Statements

SMINVESTMENTSCORPORATION ANDSUBSIDIARIES

Consolidated Financial Statements
June 30, 2014 and December 31, 2013
and for the Six Months Ended June 30, 2014 and 2013



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(Amounts in Thousands)

June 3¢, December 3:
2014 2012
(Unaudited) (Audited
ASSETS
Current Assets
Cash and cash equivalents (Notes 5, 24 and 25) P45,718,54 B50,209,65
Time deposits and short-term investments (Not@l&nd 25) 42,755,86 28,912,65
Investments held for trading and sale (Notes 7ar&#25) 2,132,295 1,118,98!
Receivables (Notes 8, 24 and 25) 31,857,06 26,637,73
Merchandie inventories- at cost (Note 2) 13,782,60 13,232,30
Other current assets (Notes 9, 24 and 25) 49,601,10 42,827,62
Total Current Assets 185,847,46 162,938,95
Noncurrent Assets
Available-for-sale investments (Notes, 24 and 2) 18,251,65 16,499,09
Investments in shares of stock of associates anthjentures (Note 11) 144,149,79 138,994,36
Time deposits (Notes 6, 24 and 25) 26,626,50 27,080,95
Property and equipment (Note 12) 18,715,85 18,323,38
Investment properties (Notes 13 and 20) 204,234,98 192,609,18
Land and development (Note 14) 23,167,54 25,666,93
Intangibles (Note 1) 20,962,06 20,255,05
Deferred tax assets - net (Note 22) 2,449,918 2,172,79
Other noncurrent assets (Notes 15, 24 and 25) 26,356,30 28,453,45
Total Noncurrent Asse 484,914,60 470,055,21
B670,762,07 B632,994,16
LIABILITIES AND EQUITY
Current Liabilities
Bank loans (Notes 16, 18, 24 and 25) B25,478,00 B27,588,25
Accounts payable and other current liabilities @017, 24 and 25) 60,414,983 68,088,32
Income tax payable 1,483,131 1,612,78.
Current pation of lon¢-term debt (Notes 7, 24 and 2) 30,659,22 34,566,61
Dividends payable (Notes 24 and 25) 341,01! 210,18
Total Current Liabilities 118,376,32 132,066,17
Noncurrent Liabilities
Long-term debi- netof current portion (Notes ;, 24 and 2) 213,729,12 175,589,41
Deferred tax liabilities - net (Note 22) 8,238,681 6,970,52
Tenants’ deposits and others (Notes 24 and 25) 19,235,46 18,127,19
Total Noncurrent Liabilitie 241,203,26 200,687,14
Total Liabilities 359,579,58 332,753,32
Equity Attributable to Owners of the Parent
Capital stock (Note 19) 7,962,723 7,962,72.
Additional paid-in capital (Note 19) 57,799,36 57,799,36
Equity adjustments from common control transactihste 19) (1,856,25) (2,584,21C
Cost of Parent common shares held by subsididdete(19) (25,386 (25,386
Cumulative translation adjustment 909,88. 1,233,17
Remeasurement loss on defined benefit asset/abligdtiote 3) (195,074 (195,074
Net unrealized gain on availa-for-sale investments (Notes 10 and 11) 9,483,708 7,338,501
Retainecearnings (Note 9):
Appropriate 27,000,00 27,000,00
Unappropriated 124,981,66 120,904,72
Total Equity Attributable to Owners of the Parent 226,060,61 219,433,81
Non-controlling Interests 85,121,87 80,807,03
Total Equity 311,182,48 300,240,84
P670,762,07 P632,994,16

See accompanying Notes to Consolidated FinanciéBtents.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

(Amounts in Thousands, Except Per Share Data)

Six months ended June 30

2014 2013
(Unaudited) (Unaudited
REVENUE
Sales
Merchandise B91,195,73 P83,590,361
Real estate 12,107,61 12,296,737
Rent (Notes 13, 20 and 23) 15,940,21 13,621,205
Equity in net earnings of associates and jointwesst (Note 11) 6,548,34. 7,955,933
Cinema ticket sales, amusement and others 3,153,27 2,694,928
Dividenc, management fees and oth 1,919,17 1,951,15
130,864,34 122,110,32
COST AND EXPENSES
Cost of sales:
Merchandise (Notel) 69,337,63 63,267,43
Real estate 6,876,109 7,554,329
Selling, general and administrative expenses 28,819,404 25,821,42¢
105,033,14 96,443,19
OTHER INCOME (CHARGES)
Interest expense (Note 24) (5,516,96) (5,429,829)
Interest income 1,540,333 1,948,366
Loss on fair value changes on derivatives - netgbl@8 and 25) (452,473 (737,224
Foreign exchange gain and others (Note 24) 262,543 344,36.
(4,166,55€ (3,874,325)
INCOME BEFORE INCOME TAX 21,664,642 21,792,804
PROVISION FOR INCOME TAX (Note 22)
Current 3,756,107 3,393,582
Deferred 201,343 244,504
3,957,450 3,638,086
NET INCOME P17,707,192 P18,154,718
Attributable to
Owners of the Parent (Note 26) B12,310,388 B12,706,351
Non-controlling interests 5,396,804 5,448,367
P17,707,192 P18,154,718
Earnings Per Common ShargNote 26)
Basic P15.46 P16.23

See accompanying Notes to Consolidated FinanciéBients.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
(Amounts in Thousands, Except Per Share Data)

Three months ended June&30

2014 201z
(Unaudited) (Unaudited
REVENUE
Sales
Merchandise B49,021,107 B47,380,58
Real estate and others 6,991,153 6,300,42
Rent 8,232,690 6,964,23!
Equity in net earnings of associates and joint wess 3,431,877 2,306,74
Cinema ticket sales, amusement and others 1,707,422 1,593,67!
Dividends, management fe and other 1,083,366 723,679
70,467,635 65,269,33
COST AND EXPENSES
Cost of sales:
Merchandise 37,410,32 36,623,49
Real estate and others 3,884,760 3,859,409
Selling, general and administrative expenses 15,464,379 13,826,18
56,759,46 54,309,17
OTHER INCOME (CHARGES)
Interest expense (2,976,241) (2,584,304
Interest income 741,661 933,90:
Gain (loss) on fair value changes on derivativest- (506,434) 573,51¢
Foreign exchange gain and others 154,880 109,077
(2,586,134) (967,805
INCOME BEFORE INCOME TAX 11,122,039 9,992,35!
PROVISION FOR INCOME TAX
Current 1,968,335 1,853,11
Deferred 175,544 138,51«
2,143,879 1,991,62.
NET INCOME B8,978,160 P8,000,73.
Attributable to
Equity holders of the Parent B6,070,577 B5,285,17.
Non-controlling interests 2,907,583 2,715,560
P8,978,160 P8,000,73.
Earnings Per Common Share
Basic B7.62 P6.75

See accompanying Notes to Consolidated FinanciéBients.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Amounts in Thousands)

Six months ended June 30

2014 2013
(Unaudited) (Unaudited)
NET INCOME BP17,707,19 P18,154,718
OTHER COMPREHENSIVE INCOME (LOSS)
Items that will be reclassified to profit or loss in subsquent periods
Net unrealized gain on availa-for-sale investments (Note 10) 3,664,305 1,204171
Share in unrealized gain (loss) on available-fde-ga/estments of associates - net
(Notes 10 and 11) 552,11( (2,131,342
Cumulative translation adjustment of a subsidiary (598,767 1,043,139
Income tax relating to items to be reclassifiegrofit or loss in subsequent
periocs (789,692 13,82¢
2,827,956 129,792
Items not to be reclassified to profit or loss inghsequent periods
Remeasurement loss on defined benefit obligation - (109,501
Income tax relating to items to be reclassifieg@rofit or loss in subsequent
periods - 32,850
(76,651
TOTAL COMPREHENSIVE INCOME B20,535,14 P18,207,859
Attributable to
Owners of the Parent B14,132,3Q R11,654,96
Non-controlling interests 6,402847 6,552,86
B20,535,14 P18,207,85

See accompanying Notes to Consolidated FinanciéBients.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Amounts in Thousands)

Three months endecJune 3(

201« 2013
(Unaudited) (Unaudited)
NET INCOME P8,978,50 P8,000,731
OTHER COMPREHENSIVE INCOME (LOSS)
Items that will be reclassified to profit or loss h subsequent periods
Net unrealized gai(loss) on available-for-sale investments (Note 10) 1,812,119 (6,755
Share in unrealized gain (loss) on available-fde-ga/estments of associates - net
(Notes1Canc11) 234,62: (6,985,224
Cumulative translation adjustment of a subsid (655,004 1,060,99
Income tax relating to items to be reclassifie@rofit or loss in subsequent
periods (251,232 (5,199
1,140,507 (5,936,17¢
Items not to be reclassified to profit or loss ingbsequent periods
Remeasurement loss on defined benefit obligation - (53,232
Income tax relating to items to be reclassifiegrofit or loss in subsequent
period: - 16,92«
- (36,308
TOTAL COMPREHENSIVE INCOME B10,118,66 P2,028,244
Attributable to
Owners of the Parent B6,789,68 (B701,57%
Non-controlling interests 3,329,0B 2,729,8D
P10,118,66 2,028,244

See accompanying Notes to Consolidated FinanciéBients.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

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

Equity Attributable to Owners of the Parent

Net Unrealizec

Equity Cost of Parent Gain on
Adjustments Common Cumulative Available-for-
Additional from Common Shares Held Translation Remeasurement Sale Appropriated  Unappropriated
Paid-in Control by Adjustment Loss on Defined Investments Retained Retainec

Capital Stock Capital Transactions Subsidiaries of a Benefit Asset / (Notes 10 ar Earnings Earnings Non-controlling Total

(Note 19) (Note 19) (Note 19) (Note 19) Subsidiary Obligation 11) (Note 19) (Note 19 Total Interests Equity

Balance at December 31, 2013 B7,962,723 B57,799,360 (B2,584,210) (B25,386) B,233,17 (R195,074) B7,338,50! B27,000,000 B220,904,72 B219,433,817 B80,807,031 360,240,84
Net income for the peric - - - - - - - - 12,310,38 12,310,388 5,396,80: 17,707,19
Other comprehensive income - - - - (323,295 - 2,145,20 - - 1,821,913 1,006,043 2,827,95
Total comprehensive income for the period - - - - (323,295 - 2,145,20. - 12,310,38 14,132,301 6,402,847 20,535,14
Common control transactions - - 727,952 - - - - - - 727,952 - 727,95:
Cash dividends — P10.34 per share - - - - - - - - (8,233,455 (8,233,455) - (8,233,455
Increase in previous year’s non-controlling intéses - - - - - - - - - - 481,815 481,81!
Cash dividends received by non-controlling intesest - - - - - — - - - — (2,569,823) (2,569,823
Balance at June 30, 2014 B7,962,723 P57,799,360 (P1,856,258) (P25,386) B09,88: (P195,074) P9,483,70. P27,000,000 B24,981,66 P226,060,615 P85,121,870 3I1,182,48
Balance at December 31, 2012 P6,229,746 P42,858,92  (P2,332,796) (R125,906) B66,91! P— R1,718,55 P35,000,000 $4,458,69 P188,074,132 P73,570,846 2@,644,97
Net income for the peric - - - - - - - - 12,706,35 12,706,351 5,448,367  18,154,71
Other comprehensive income — — — - 789,88: (80,503) (1,760,736 — - (1,051,355) 1,104,496 53,14:
Total comprehensive income for the period - - 789,88 (80,503) (1,760,73€ - 12,706,35 11,654,996 6,552,863  18,207,85
Issuance of Parent common shares 75,425 7,789,630 - - - - - - 7,865,055 — 7,865,05!
Reversal of appropriation - - - - - - - (8,000,000) 8,000,001 - - -
Cash dividends — R11.80 per share - - - - - - (7,423,07% (7,423,076) - (7,423,076
Stock dividends — 25% 1,570,000 - - - - - - (1,570,000 - - -
Increase in previous year’s non-controlling intéses - - - - - - - - - - 762,065 762,06!
Cash dividends received by non-controlling intesest — — — — — — — — — — (2,129,847) (2,129,847
Balance at June 30, 2013 R7,875,171 P50,648,550 2,332796) (R125,906) B,056,79' (P80,503) P9,957,82 R27,000,000 £06,171,96 P200,171,107 P78,755,927 218,927,03

See accompanying Notes to Consolidated FinancaéBStents.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in Thousands)

Six months ended June 30

2014 2013
(Unaudited) (Unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax B21664,64. B21,792,804
Adjustments for:
Interest expense 5,516,961 5,429,829
Depreciation and amortization (Note2 anc 13) 5,502,50: 4,607,64.
Equity in net earnings of associates and jointwes (Note 11) (6,548,343) (7,955,933)
Interest income (1,540,333 (1,948,366)
Loss on fair value changes on derivatives - netéNe5) 452,47 737,224
Dividends and others (50,869 (364,722)
Unrealized foreign exchange Ic(gain)and other: (48,119) 207,31:
Income before working capital changes 24,948,914 22,505,791
Decrease (increase) in:
Land and development (13,242,47% (10,404,276)
Merchandise inventori (550,297 135,47!
Receivables 216,96¢ (5,557,649)
Other current assets 2,543,263 (12,548,193)
Increase (decrease) in:
Accounts payable and other current liabilities (7,787,76% 17,289,582
Tenants’ deposits and others 1,255,803 171,873
Net cash used in operatic 7,384,414 11,592,603
Income tax paid (3,871,253 (3,532,550)
Net casl provided by operating activities 3,513,161 8,060,053
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of:
Property and equipme 77,85¢ 253,24:
Available-for-sale investments 2,150,831 2,794,537
Investment properties 25,222 -
Investments in shares of stock of associates - 1,270
Additions to:
Investment properties (Note : (17,527,47€) (10,210,95:
Investments in shares of stock of assoc and joint venture (1,899792) (19,507)
Property and equipment (Note 12) (2,001,149) (2,933,495)
Available-for-sale investments (1,325,630) -
Decrease (increase) in:
Other noncurrent assets 5,70908¢E (5,156,018)
Time deposits and short-term investments (14,371,71y 6,003,022
Interest received 1,571,367 1,833,622
Dividends received (Note 11) 1,536602 4,113
Net cash used in investing activil (26,054,801) (7,430,160)
CASH FLOWS FROM FINANCING ACTIVITIES
Availments of:
Long-term debt B48,011,250 B35,341,575
Bank loan 8,875,422 39,903,52

Payments of:
Long-term debt

(11,766,391)

(30,943,571)

Bank loans (10,963,341) (34,280,613)
Interest (5,388,011) (5,844,203)
Dividends paid (10,672,452) (7,423,076)
Net caskprovided by (used in) financing activities 18,096,497 (3,246,360)

(Forward)



Six months ended June 30

2014 2013
(Unaudited) (Unaudited)
DECREASE IN CASH AND CASH EQUIVALENTS (4,445,143) (2,616,467)
EFFECT OF EXCHANGE RATE CHANGES
ON CASH AND CASH EQUIVALENTS (45,973) 58,500
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR 50,209,657 60,714,720
CASH AND CASH EQUIVALENTS
AT THE END OF THE PERIOD P45,718,541 B58,156,753

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 (colldgtineferred to as the Group), and its associates
are involved primarily in the property, retail afiiciancial services and other businesses.

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

2. Basis of Preparation and Statement of Compliance

Basis of Preparation

The consolidated financial statements of the Gilwaye been prepared on a historical cost basis,
except for derivative financial instruments, inveehts held for trading and available-for-sale
(AFS) investments which have been measured avdhie. The consolidated financial statements
are presented in Philippine Peso, which is therR&@empany’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 and Philippine AticmuStandards (PAS), including the
interpretations issued by the Philippine FinanReporting Standards Council (PFRSC).

Basis of Consolidation

The consolidated financial statements comprisditiamcial statements of the Parent Company
and all of its subsidiaries as at June 30, 201dnti@l is achieved when the Group is exposed, or
has rights, to variable returns from its involvetnith the investee and has the ability to affect t
those returns through its power over the invesgeecifically, the Group controls an investee, if
and only if, the Group has:

= Power over the investee (i.e. existing rights the¢ it the current ability to direct the relevant
activities of the investee)

= Exposure, or rights, to variable returns fromrtgalvement with the investee, and

= The ability to use its power over the investeeftec its returns.
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When the Group has less than a majority of thengadir similar rights of an investee, the Group
considers all relevant facts and circumstancessessing whether it has power over an investee,
including:

= The contractual arrangement with the other votddrsl of the investee
= Rights arising from other contractual arrangemearis,
= The Group’s voting rights and potential voting tigh

The Group re-assesses whether or not it controlsvastee if facts and circumstances indicate

that there are changes to one or more of the dtemeents of control. Consolidation of a

subsidiary begins when the Group obtains contrel ¢ive subsidiary and ceases when the Group
loses control of the subsidiary. Assets, lial@§tiincome and expenses of a subsidiary acquired or
disposed of during the year are included in theestant of comprehensive income from the date
the Group gains control until the date the Grougses to control the subsidiary.

Profit or loss and each component of other compr&kie income (OCI) are attributed to the
equity holders of the parent of the Group and #ortbn-controlling interests, even if this resufis i
the non-controlling interests having a deficit Iogka. When necessary, adjustments are made to
the financial statements of subsidiaries to brirartaccounting policies into line with the Group’s
accounting policies. All intra-group assets aatbilities, equity, income, expenses and cash flows
relating to transactions between members of theiGeaoe eliminated in full on consolidation.

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 considerationivece

= Recognizes the fair value of any investment rethine

= Recognizes any surplus or deficit in profit or toss

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

The consolidated financial statements include te®ants of the Parent Company and the
following subsidiaries. The subsidiaries listetblaewere all incorporated in the Philippines.

Percentage of Ownership

June 30, December 31,
2014 2013
Company Principal Activities Direct Indirect  Direct Indirect
Property
SM Prime Holdings, Inc. (SM Prime) and
Subsidiaries Real estate development 51 - 51 -
SM Development Corporation (SMDC)
and Subsidiaries Real estate development - 100 - 100
Magenta Legacy, Inc. (Magenta) Real estate dpweént - 100 - 100
Associated Development Corporation Real estateldpment - 100 - 100
Highlands Prime, Inc. (HPI) Real estate develapme - 100 - 100
Summerhills Home Development Corp.
(SHDC, Real estate developmi - 100 - 10C
CHAS Realty and Development Corporation
and Subsidiaries Real estate development - 100 - 100
Costa del Hamilo, Inc. Real estate development - 100 - 100

Prime Metro Estate, Inc. (PMI) Real estate develept - 100 - 100



Percentage of Ownership

June 30, December 31,
2014 2013
Company Principal Activities Direct Indirect  Direct Indirect
Rappel Holdings, Inc. (Rappel) and
Subsidiaries Real estate development - 100 - 100
SM Arena Complex Corporation Conventions - 100 - 100
SM Hotels and Conventions Corp.
(SM Hotels) and Subsidiaries Hotel and tourism - 100 - 100
Tagaytay Resort Development Corporation  Real @eskatelopment - 100 - 100
Mountain Bliss Resort and Development
Corporation (Mt. Bliss) and Subsidiaries Real estivelopment 100 - 100 -
Belleshares Holdings, Inc. (formerly
SM Commercial Properties, Inc.)
and Subsidiaries Real estate development 59 40 59 40
Intercontinental Development Corporation
(ICDC) Real estate development 97 3 97 3
Prime Central, Inc. (Prime Central)
and Subsidiaries Real estate development 100 - 100 -
BellevueProperties, In Real estate developmi 62 - 62 -
Net Group Real estate development 90 - 90 -
Sto. Roberto Marketing Corp. Real estate developmen 100 - 100 -
Nagtahan Property Holdings, Ir
(formerly AD Farming) Real estate development 100 - 100 -
Retail
SM Retail, Inc. (SM RetaiBnd Subsidiaries Retall 100 - 100 -
Others
Primebridge Holdings, Inc. (Primebridge) Investment 80 20 80 20
Asia Pacific Computer Technology Center, Inc.  Edion 52 - 52 -
Multi-RealtyDevelopment Corporation (MRD Investmer 91 - 91 -
Henfels Investments Corp. Investment 99 - 99 -

Summary of Significant Accounting Policies, Changeand Improvements

The principal accounting policies adopted in theparration of the consolidated financial

statements are as follows:

Cash and Cash Equivalents

Cash includes cash on hand and in banks. Casheadepiis are short-term, highly liquid
investments that are readily convertible to knowroants of cash with original maturities of three
months or less from acquisition date and are stibjean 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 legslthan one year. Time deposits which will
mature twelve months after the reporting periodpresented under noncurrent assets.

Determination of Fair Value

Fair value is the price that would be receivedelban asset or paid to transfer a liability in an
orderly transaction between market participantb@imeasurement date. The fair value
measurement is based on the presumption thatahssiction to sell the asset or transfer the

liability takes place either:

= in the principal market for the asset or liabiliby,
= inthe absence of a principal market, in the mdsaatageous market for the asset or liability.
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The principal or the most advantageous market beistccessible to the Group.

The fair value of an asset or a liability is measlusing the assumptions that market participants
would use when pricing the asset or liability, asswg that market participants act in their
economic best interest.

A fair value measurement of a nonfinancial asdetganto account a market participant’s ability
to generate economic benefits by using the asset iighest and best use or by selling it to
another market participant that would use the ass&t highest and best use.

The Group uses valuation techniques that are apptepn the circumstances and for which
sufficient data are available to measure fair vatoi@ximizing the use of relevant observable
inputs and minimizing the use of unobservable iaput

Assets and liabilities for which fair value is mese or disclosed in the consolidated financial
statements are categorized within the fair valeeanchy, described as follows, based on the
lowest level input that is significant to the faalue measurement as a whole:

= Level 1- Quoted (unadjusted) market prices in active martatidentical assets or liabilities;

= Level 2- Valuation techniques for which the lowest levgluhthat is significant to the fair
value measurement is directly or indirectly obsbkyaand

= Level 3- Valuation techniques for which the lowest levgluhthat is significant to the fair
value measurement is unobservable.

For assets and liabilities that are recognizetiénconsolidated financial statements on a recurring
basis, the Group determines whether transfers bexarred between Levels in the hierarchy by
re-assessing categorization (based on the lowesdtitgout that is significant to the fair value
measurement as a whole) at the end of each regqrinod.

The Group determines the policies and procedurdsdih recurring and non-recurring fair value
measurements. For the purpose of fair value diacks, the Group has determined classes of
assets and liabilities on the basis of the natiraracteristics and risks of the asset or liabdiig
the level of the fair value hierarchy.

The Group recognizes transfers into and transfgrsfofair value hierarchy levels by re-assessing
categorization (based on the lowest level input ihaignificant to the fair value measurement as
a whole) as at the date of the event or changigdamstances that caused the transfer.

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



Financial Instruments - Initial Recognition and Seduent Measurement

Date of RecognitionThe Group recognizes a financial asset or a firgtiebility 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 assgteetijuire delivery of assets within the period
generally established by regulation or conventiothe market place. Derivatives are recognized
on a trade date basis.

Initial Recognition of Financial Instrument&inancial instruments are recognized initiallyat f
value, which is the fair value of the considerativen (in case of an asset) or received (in case 0
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 lidbgitat FVPL, loans and receivables, HTM
investments, AFS investments and other finanddlilities. 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.

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. Gainksses on investments held for trading are
recognized in the consolidated statement of inconter “Gain on sale of available-for-sale
investments and fair value changes on investmetdisfor trading - net” account. Interest income
earned on investment held for trading are recoghizéinterest income” account in the
consolidated statement of income.

Financial assets and liabilities may be designbjechanagement 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 anditi@bior recognizing gains or losses on a
different basis; or

= 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 investmeatesgly; or

= 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.
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The Group’s investments held for trading and déinesassets 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 Receivablesoans and receivables are nonderivative financise with fixed or
determinable payments that are not quoted in ameactarket. 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 statement of
income when the loans and receivables are derexadjand impaired, as well as through the
amortization process. Loans and receivables atedad under current assets if realizability or
collectibility is within twelve months after theperting 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 Whiee 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 consolidgsgeinent of income when the HTM
investments are derecognized or impaired, as wehr@ugh the amortization process. Assets
under this category are classified as current agsetaturity 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.

AFS InvestmentsAFS investments are nonderivative financial asetsare 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, ARgestments 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 consolidatatement of comprehensive income under
“Net unrealized gain (loss) on available-for-saeeistments” account until the investment is
derecognized or the investment is determined tonpaired. On derecognition or impairment,
the cumulative gain or loss previously reportedansolidated statement of comprehensive
income is transferred to the consolidated statemfeinicome. Interest earned on holding AFS
investments are recognized in the consolidatedrstt of income using the effective interest
method. Assets under this category are classafseclirrent assets if expected to be disposed of
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within 12 months after the reporting period anshascurrent assets if expected date of disposal is
more than 12 months after the reporting period.

The Group’s investments in shares of stock, bondscarporate notes, redeemable preferred
shares and club shares are classified under ttiigarg. The current portion is included under
“Investments held for trading and sale” accourthim consolidated balance sheets.

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

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

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

Classification of Financial Instruments Betweenbility and Equity

A financial instrument is classified as liabilityit provides for a contractual obligation to:

= deliver cash or another financial asset to anahéty; 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 righavoid delivering cash or another financial
asset to settle its contractual obligation, thegaltlon 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.

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 instrumentfhiaaglong-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 #révdtive 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 valuaégpative.

The Group’s derivative instruments provide econongidges under the Group’s policies but are
not designated as accounting hedges. Consequanylygains or losses arising from changes in
fair value are taken directly to profit or loss fbe year.
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Cash Flow HedgesCash flow hedges are hedges of the exposure tabiidtsi in cash flows that
is attributable to a particular risk associatechvaitrecognized asset, liability or a highly proleabl
forecast transaction and could affect the consitlatatements of income. Changes in the fair
value of a hedging instrument that qualifies aggali effective cash flow hedge are recognized
as “Cumulative translation adjustment of a subsjdia the consolicated statements of
comprehensive income, whereas any hedge ineffeesgeis immediately recognized in the
consolidated statements of income under “Gain Ylosdair value changes on derivatives”
account (see Note 25).

Amounts taken to equity are transferred to the alinsted statements of income when the hedged
transaction affects profit or loss, such as whemtidged financial income or financial expense is
recognized. However, if an entity expects thabak portion of a loss recognized in other
comprehensive income will not be recovered in an@are future periods, it shall reclassify from
equity to profit or loss as a reclassification atljpent the amount that is not expected to be
recovered.

Hedge accounting is discontinued prospectively wtherhedge ceases to be highly effective.
When hedge accounting is discontinued, the cunvelaains or losses on the hedging instrument
that has been reported as “Cumulative translatitiussgment of a subsidiary” is retained in the
other comprehensive income until the hedged trdiosaitnpacts the consolidated statements of
income. When the forecasted transaction is nodpagpected to occur, any net cumulative gains
or losses previously reported in the consolidatatements of comprehensive income is
recognized immediately in the consolidated statésnehincome.

Other Derivative Instruments Not Accounted for &slges. Certain freestanding derivative
instruments that provide economic hedges unde€tmpany’s policies either do not qualify for
hedge accounting or are not designated as accgumiiges. Changes in the fair values of
derivative instruments not designated as hedgeeeaognized immediately under “Gain (loss) on
fair value changes on derivatives - net” accourthéconsolidated statements of income

(see Note 25). Derivatives are carried as asdats whe fair value is positive and as liabilities
when the fair value is negative.

Embedded DerivativeAn embedded derivative is a component of a hyfmadnbined)

instrument that also includes a nonderivative bostract with the effect that some of the cash
flows of the combined instrument vary, in a wayit&mto 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 embededeidative 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 unlessishehange in the terms of the contract that
significantly modifies the cash flows that othemsvigould be required under the contract, in which
case reassessment is required. The Group determmether 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 flowsh@ndontract.

Options arising from the Group’s investment in b®add 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 €iasvs from the asset and either (a) has
transferred substantially all the risks and rewarfdbie asset, or (b) has neither transferred nor
retained substantially all the risks and rewardthefasset, but has transferred control of the
asset.

When the Group has transferred its rights to receash flows from an asset and has neither
transferred nor retained substantially all thesighd 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 amafurdnsideration that the Group could be
required to repay.

Financial Liabilities. A financial liability is derecognized when the gation 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 liapitind 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. Obijective evidence of impairment majuiele indications that the borrower or a group
of borrowers is experiencing significant finandaé#ficulty, default or delinquency in interest or
principal payments, the probability that they weititer bankruptcy or other financial

reorganization and where observable data inditatiethere is measurable decrease in the
estimated future cash flows, such as changeséamror 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 undually 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@ifinancial assets with similar credit risk
characteristics and that group of financial asisatsllectively assessed for impairment. Assets
that are individually assessed for impairment awdwvhich an impairment loss is or continues to
be recognized are not included in the collectivpairment assessment.

If there is objective evidence that an impairmesslon loans and receivables carried at amortized
cost has been incurred, the amount of the lose&sared as the difference between the asset’s
carrying amount and the present value of estimfattede cash flows (excluding future credit
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losses that have not been incurred) discountdtedirtancial asset’s original effective interest
rate (i.e., the effective interest rate computediéil recognition).

The carrying amount of the impaired asset shateddeced through the use of an allowance
account. The amount of the loss shall be recodriizéhe consolidated statement of income.
Interest income continues to be accrued on thecextloarrying amount based on the original
effective interest rate of the asset. Loans aoeéivables together with the associated allowance
are written off when there is no realistic prospEduture recovery and all collateral, if any, has
been realized or has been transferred to the Grifuin a subsequent period, the amount of the
impairment loss increases or decreases becausecokat 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 statement of income to the extent@tarrying amount that would have been
determined had no impairment loss been recognized.

Financial Assets Carried at Coslf there is objective evidence that an impairmesslhas been
incurred in an unquoted equity instrument thatosaarried at fair value because its fair value
cannot be reliably measured, or on a derivativetdhat is linked to and must be settled by
delivery of such an unquoted equity instrument,am@unt of 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 isainggl. In the case of equity investments
classified as AFS investments, an objective evid@iémpairment 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 ofitkestment, 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, measas the difference between the acquisition
cost and the current fair value, less any impaitrtass on that financial asset previously
recognized in the consolidated statement of incasmemoved from the consolidated statement
of comprehensive income and recognized in the doladed statement of income. Impairment
losses on equity investments are not reversed ghrthe consolidated statement of income;
increases in fair value after impairment are recghdirectly in the consolidated statement of
comprehensive income.

In the case of debt instruments classified as Alw8dstments, impairment is assessed based on the
same criteria as financial assets carried at apgorttost. 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 immpent loss. Such accrual is recorded as part
of “Interest income” account in the consolidateatextnent of income. If, in subsequent year, the
fair value of a debt instrument increased andrbeease can be objectively related to an event
occurring after the impairment loss was recognindtie consolidated statement of income, the
impairment loss is reversed through the consolitistatement of income.

Offsetting Financial Instruments

Financial assets and financial liabilities are efffand the net amount is reported in the
consolidated balance sheets if, and only if, tieeecurrently 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 na@rngrally the case with master netting agreements,
and the related assets and liabilities are pregexitgross in the consolidated balance sheets.
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Merchandise Inventories

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

Land and Development and Condominium Units for Sale

Land and development and condominium units for @atduded under “Other current assets”
account in the consolidated balance sheets) artlsaaithe lower of cost and net realizable value.
Net realizable value is the selling price in thdioary course of business, less costs to complete
and the estimated cost to make the sale. Costdeslthose 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 developmentiamprovement of the properties includes the

following:

= Land cost

= Amounts paid to contractors for construction andettgoment

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

Investments in Shares of Stock of Associates amd Yentures

An associate is an entity over which the Groupdigsificant influence. Significant influence is
the power to participate in the financial and ofiegapolicy decisions of the investee, but is not
control or joint control over those policies.

A joint venture is a joint arrangement wherebypheties that have joint control of the
arrangement have rights to the net assets of thegegment. Joint control is the contractually
agreed sharing of control of an arrangement, whigkts only when decisions about the relevant
activities require unanimous consent of the padiesing control.

The considerations made in determining significafiience or joint control are similar to those
necessary to determine control over subsidiaries.

The Group’s investments in shares of stock of agsxcand joint ventures are accounted for
under the equity method of accounting.

Under the equity method, investment in an assoociaéejoint venture is carried in the
consolidated balance sheets at cost plus postsitignichanges in the Group’s share in net assets
of the associate or joint venture.

On acquisition of the investment, any differencevaen the cost of the investment and the
investor’s share in the net fair value of the agdets or joint venture’s identifiable assets,
liabilities and contingent liabilities is accountid as follows:

a. goodwill relating to an associate or joint ventigréncluded in the carrying amount of the
investment. However, amortization of that goodvgilhot permitted and is therefore not
included in the determination of the Group’s shiarhe associate’s or joint venture’s profits
or losses.

b. any excess of the Group’s share in the net fairevaf the associate’s and joint venture’s
identifiable assets, liabilities and contingenblidgies over the cost of the investment is
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included as income in the determination of the stwes share of the associate's or joint
venture’s profit or loss in the period in which thgestment is acquired.

The consolidated statement of income reflect tla@eshn the results of operations of the associate
or joint venture. Where there has been a chargmnézed directly in the equity of the associate
or joint venture, the Group recognizes its shar@iy changes and discloses this in the
consolidated statement of comprehensive incomefit®and losses resulting from transactions
between the Group and the associate or joint verate eliminated to the extent of the Group’s
interest in the associate or joint venture.

Also, appropriate adjustments to the investor'seioéthe associate’s or joint venture’s profit or

loss after acquisition are made to account fodépreciation of the depreciable assets based on
their fair values at the acquisition date and fiopairment losses recognized by the associate or
joint venture, such as for goodwill or propertyami and equipment.

After application of the equity method, the Growgtemines whether it is necessary to recognize
any impairment loss with respect to the Group’simatstment in the associate or joint venture.

The Group discontinues the use of equity methoah fitee date when it ceases to have significant
influence over an associate or joint control ov@imt venture and accounts for the retained
investment in accordance with PAS 8@m that date, provided the associate or jointwendoes
not become a subsidiary. Upon loss of signifi¢afiience over the associate or joint control
over the joint venture, the Group measures andyrézes any retained investment at its fair value.
Any difference in the carrying amount of the asateDr joint venture upon loss of significant
influence or joint control and the fair value oétretained investment and proceeds from disposal
is recognized in the consolidated statement ofrmecoWhen the Group’s interest in an
investment in associate or joint venture is reduoezero, additional losses are provided only to
the extent that the Group has incurred obligatmm®ade payments on behalf of the associate or
joint venture to satisfy obligations of the investhat the Group has guaranteed or otherwise
committed. If the associate or joint venture sabsatly reports profits, the Group resumes
recognizing its share of the profits only afterstgre of the profits equals the share of net fosse
not recognized.

The financial statements of the associates antl yeimures are prepared for the same reporting
period as the Parent Company. The accountingipslaf the associates and joint ventures
conform to those used by the Group for like tratisas 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 necesadmyinging 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 replaceifiine recognition criteria are satisfied.
Expenditures incurred after the item has beenrgataperation, such as repairs, maintenance and
overhaul costs, are normally recognized as expartse period such costs are incurred. In
situations where it can be clearly demonstratetitheaexpenditures have improved the condition
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of the asset beyond the originally assessed stdmdgrerformance, the expenditures are
capitalized as additional cost of property and piongnt.

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

Buildings, condominium units and improvements 5y@ars

Store equipment and improveme 5-10 year

Data processing equipment 5 years

Furniture, fixtures and office equipment 3-10 years

Machinery and equipment 5-10 years

Leasehold improvements 5-10 years or term of theele

whichever is shorter

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 the drehoh reporting period.

The carrying values of property and equipment eveewved for impairment when events or
changes in circumstances indicate that the carnyahges 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 chatgecurrent operations.

An item of property and equipment is derecognizéénveither it has been disposed or when it is
permanently withdrawn from use and no future ecdndrenefits are expected from its use or
disposal. Any gains or losses arising on theeetant and disposal of an item of property and
equipment are recognized in the consolidated s&teof 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 amdancludes the cost of replacing part of an
existing investment property at the time that ¢@@tcurred 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 ofelgation and amortization of the assets are
reviewed and adjusted, if appropriate, at the drehoh reporting period.
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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
statement of income in the period of retiremendisposal.

Transfers are made to investment property whenpahdwhen, there is a change in use,
evidenced by ending of owner-occupation or commexece 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.

Property Acquisitions, Business Combinations anduisitions of Non-controlling Interests
Property Acquisitions and Business Combinatiovthen property is acquired, through corporate
acquisitions or otherwise, management considersuthstance of the assets and activities of the
acquired entity in determining whether the acqigisitepresents an acquisition of a business.

When such an acquisition is not judged to be amiattopn of a business, it is not treated as a
business combination. Rather, the cost to acqoéentity is allocated between the identifiable
assets and liabilities of the entity based on tredative fair values at the acquisition date.
Accordingly, no goodwill or additional deferred tasises. Otherwise, the acquisition is
accounted for as a business combination.

Business combinations are accounted for usingdgeisition method except for business
combinations under common control in which an aatiog similar to pooling of interest method
is used. Business combinations under common dardhose in which all of the combining
entities or businesses are controlled by the saartg pr parties both before and after the business
combination, and that control is not transitorynddr the acquisition method, the cost of an
acquisition is measured as the aggregate of theidmnation transferred, measured at acquisition
date fair value and the amount of any non-contrglinterest in the acquiree. For each business
combination, the acquirer measures the non-coimgaihterest in the acquiree either at fair value
or at the proportionate share of the acquiree'stifiable net assets. Transaction costs incurred
are expensed and included in “Selling, generaladinistrative expenses” account in the
consolidated statement of income.
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For accounting similar to pooling of interest maththe assets, liabilities and equity of the
acquired companies for the reporting period in Whiee common control business combinations
occur, and for any comparative periods presentednaluded in the consolidated financial
statements of the Group at their carrying amousi§the combinations had occurred from the
date when the acquired companies first became uhdaontrol of the Group. The excess of the
cost of business combinations over the net carrgingunts of the assets and liabilities of the
acquired companies is recognized under “Equitysidjants from business combination under
common control” account in the equity section & donsolidated balance sheet.

When the Group acquires a business, it assessénraheial assets and liabilities assumed for
appropriate classification and designation in agance 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 at its acquisition date fair value and
any resulting gain or loss is recognized in profitoss. It is then considered in the determimatio
of goodwill.

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 and subsegetitement is accounted for within equity.

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

(i.e., transactions with owners in their capacgyw@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 theviaine of the consideration paid shall be
recognized directly in equity.

Goodwill

Initial Measurement of Goodwill or Gain on a BargdturchaseGoodwill is initially measured

by the Group at cost being the excess of the agtgeyj the consideration transferred and the
amount recognized for non-controlling interest aer net identifiable assets acquired and
liabilities assumed. If this consideration is lowlean the fair value of the net assets of the
subsidiary acquired, the difference is recogninegrofit or loss as gain on a bargain purchase.
Before recognizing a gain on a bargain purchaseGttoup determines whether it has correctly
identified all of the assets acquired and all &f liabilities assumed and recognize any additional
assets or liabilities that are identified.

Subsequent Measurement of Goodwilbllowing initial recognition, goodwill is measd at cost

less any accumulated impairment losses.

Impairment Testing of GoodwillFor the purpose of impairment testing, goodwitjired in a

business combination is, from the acquisition-daliecated to each of the Group’s

cash-generating units (CGU), or groups of CGU4, dahaexpected to benefit from the synergies

of the combination, irrespective of whether otheseds or liabilities of the acquiree are assigned

to those units or groups of units. Each unit augrof units to which the goodwill is allocated:

= represents the lowest level within the Group atcilihe goodwill is monitored for internal
management purposes; and
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= is not larger than an operating segment as defmB#RS 80perating Segmentbefore
aggregation.

Frequency of Impairment Testindrrespective of whether there is any indicatdimpairment,
the Company tests goodwill acquired in a businesshination for impairment at least annually.

Allocation of Impairment Losg\n impairment loss is recognized for a CGU if teeoverable
amount of the unit or group of units is less tHam¢arrying amount of the unit or group of units.
The impairment loss is allocated to reduce theyogagramount of the assets of the unit or group of
units first to reduce the carrying amount of godtatiocated to the CGU or group of units and
then to the other assets of the unit or group @éyomo rata on the basis of the carrying amount of
each asset in the unit or group of units.

Measurement PeriodlIf the initial accounting for a business combiom is incomplete by the end
of the reporting period in which the combinatiortrs, the Group reports in its consolidated
financial statements provisional amounts for teen for which the accounting is incomplete. The
measurement period ends as soon as the Groupeedbivinformation it was seeking about facts
and circumstances that existed as of the acquiditide or learns that more information is not
obtainable. The measurement period shall not eixore year from the acquisition date.

Intangible Assets
The cost of trademarks and brand names acquiradirsiness 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 #ilearelevant 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 usefetlare not amortized but are tested for
impairment annually either individually or at thesb generating unit level. The useful life of an
intangible asset is reviewed annually to determihetherthe indefinite life assessment continues
to be supportable. If not, the change in the usdéuassessment from indefinite to finite is made
ona prospective basis.

Gains or losses arising from derecognition of darigible asset are measured as the difference
between the net disposal proceeds and the caraymugint of the asset at the date of disposal and
are recognized in the consolidated statement aihirecwhen the asset is derecognized.

Impairment of Nonfinancial Assets

The carrying values (property and equipment, imaesit properties and investments in shares of
stock of associates and joint ventures, intagidfesother noncurrent assets) are reviewed for
impairment when events or changes in circumstainckésate that the carrying value may not be
recoverable. If any such indication exists, artthéf carrying value exceeds the estimated
recoverable amount, the assets or CGUs are wdtiem to their recoverable amounts. The
recoverable amount of the asset is the greataiobélue less costs to sell or value in use. The
fair value less costs to sell is the amount obtd&é&om the sale of an asset in an arm’s-length
transaction between knowledgeable, willing partiess costs of disposal. In assessing value in
use, the estimated future cash flows are discount#tkir present value using a pre-tax discount
rate that reflects current market assessment®dfrtte value of money and the risks specific to
the asset. For an asset that does not genergédylandependent cash inflows, the recoverable
amount is determined for the CGU to which the alsskings. Impairment losses are recognized
in the consolidated statement of income in thogperse categories consistent with the function of
the impaired asset.
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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 tedhe case, the carrying amount of the asset is
increased to its recoverable amount. That incokas®unt 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 statement
of income. After such a reversal, the depreciatipamortization charge is adjusted in future
periods to allocate the asset’s revised carryinguan less any residual value, on a systematic
basis over its remaining useful life.

Capital Stock
Capital stock is measured at par value for alleh&sued. Incremental costs incurred directly

attributable to the issuance of new shares areshowquity as deduction from proceeds, net of
tax. Proceeds and/or fair value of consideratiensived 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 amouhth@ 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 majpuof 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 résic rewards of
ownership of the goods have passed to the buyachvidinormally upon delivery. Sales returns
and sales discounts are deducted from sales t@ atisales 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 cobkxt 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 collectioedit 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 Interpreiagi 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 salesracnto complete the project after the property is
sold, the equitable interest has been transfearétetbuyer, construction is beyond preliminary
stage (i.e., engineering, design work, construatmmiracts execution, site clearance and
preparation, excavation and the building foundasimnfinished), 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.
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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. Pendaeggnition of sale, cash received from buyers
are presented under the “Tenants’ deposits ands3thecount in the consolidated balance sheets.

Revenue from construction contracts included in‘Bevenue from real estate and others”
account in the consolidated statement of inconnedsgnized using the percentage-of-completion
method, measured principally on the basis of thienesed physical completion of the contract
work.

Rent. Revenue is recognized on a straight-line basis 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 mew.

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

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

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

Marketing Support Revenue is recognized when the performance sospon of contractually
agreed marketing tasks have been rendered andatdittes have been used. Marketing support
is shown under “Others” account in the consolidatatement 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 Real Estate Sale€.ost of real estate sales is recognized consigfigmthe revenue
recognition method applied. Cost of condominiuritsusold before the completion of the
development is determined on the basis of the attiui cost of the land plus its full development
costs, which include estimated costs for futurestigyment works.

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.

Expected losses on contracts are recognized imbegdighen it is probable that the total contract
costs will exceed total contract revenue. Chamngése estimated cost to complete the
condominium project which affects cost of real &stold and gross profit are recognized in the
year in which changes are determined.
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Selling, General, Administrative and Other Expengegsts and expenses are recognized as
incurred.

Pension Benefits

The net defined benefit liability or asset is tiggr@gate of the present value of the defined benefi
obligation at the end of the reporting period rextliby the fair value of plan assets (if any),
adjusted for any effect of limiting a net definezhbfit asset to the asset ceiling. The assengeili
is the present value of any economic benefits alvkglin the form of refunds from the plan or

The cost of providing benefits under the definexddfi¢ plans is actuarially determined using the
projected unit credit method.

Defined benefit costs comprise the following:

= Service cost

= Net interest on the net defined benefit liabilityasset
= Remeasurements of net defined benefit liabilitasset

Service costs which include current service cgist service costs and gains or losses on
non-routine settlements are recognized as exparn@®fit or loss. Past service costs are
recognized in profit or loss on the earlier of tiate of the plan amendment or curtailment, and the
date the Group recognizes restructuring-relatetscoehese amounts are calculated periodically
by independent qualified actuaries.

Net interest on the net defined benefit liabilityagset is the change during the period in the net
defined benefit liability or asset that arises fritta passage of time which is determined by
applying the discount rate based on governmentdtmthe net defined benefit liability or asset.
Net interest on the net defined benefit liabilityasset is recognized as expense or income in
profit or loss.

Remeasurements comprising actuarial gains anddosstern on plan assets and any change in
the effect of the asset ceiling (excluding netriese on defined benefit liability) are recognized
immediately in other comprehensive income in thiggein which they arise. Remeasurements
are not reclassified to profit or loss in subsedqpeniods.

Plan assets are assets that are held by a longetepioyee benefit fund or qualifying insurance
policies. Plan assets are not available to thatorsdf the Group, nor can they be paid direatly t
the Group. Fair value of plan assets is based akenhprice information. When no market price
is available, the fair value of plan assets iswated by discounting expected future cash flows
using a discount rate that reflects both the ridoaiated with the plan assets and the maturity or
expected disposal date of those assets (or, ifttheg no maturity, the expected period until the
settlement of the related obligations). If the failue of the plan assets is higher than the ptese
value of the defined benefit obligation, the meament of the resulting defined benefit asset is
limited to the present value of economic benefitglable in the form of refunds from the plan or
reductions in future contributions to the plan.

The Group’s right to be reimbursed of some or fithe expenditure required to settle a defined
benefit obligation is recognized as a separate as$air value when and only when
reimbursement is virtually certain.

Foreign Currency-denominated Transactions
The consolidated financial statements are presentetilippine peso, which is the Parent
Company'’s functional and presentation currencyan$actions in foreign currencies are initially
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recorded in the functional currency rate at the déthe transaction. Monetary assets and
liabilities denominated in foreign currencies astated at the functional currency rate of
exchange as at reporting date. Nonmonetary itemerdinated in foreign currency are translated
using the exchange rates as at the date of ingttaignition. All differences are taken to the
consolidated statement 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 theireasge statements of income are translated at the
weighted average rates for the year. The exchdifigeences arising on the translation are
included in the consolidated statement of comprsilverincome and are presented within the
“Cumulative translation adjustment of a subsidiaagtount in the consolidated statement of
changes in equity. On disposal of a foreign entitg deferred cumulative amount of exchange
differences recognized in equity relating to thatigular foreign operation is recognized in the
profit or loss.

Leases

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

Group as LesseeFinance 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 lowarthe 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 consoliddtgdrsent of income.

Capitalized leased assets are depreciated ovshtrter of the estimated useful life of the asset
and the lease term, if there is no reasonableingrtdat 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.adpglease payments are recognized as expense in
the consolidated statement of income on a strdigatbasis over the lease term. Associated

costs, such as maintenance and insurance, aresexpas incurred.

Group as LessorLeases where the Group does not transfer suladhaall the risks and benefits
of ownership of the asset are classified as opeyétases. Lease income from operating leases
are recognized as income on a straight-line bagsthe 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 basestas 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 redéiastimate 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, wipgr@jariate, the risks specific to the liability.
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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 as part of the ob#e asset if they are directly attributable to

the acquisition or construction of a qualifyingetssCapitalization 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, theashcate on that borrowing is used. Otherwise, a
weighted average cost of borrowings is used.

Taxes

Current Tax. Current tax assets and liabilities for the curigamd 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 the end
of the reporting period.

Deferred Tax.Deferred tax is provided, using the balance shaleility method, on temporary
differences at the end of the reporting period lketwthe tax bases of assets and liabilities and
their carrying amounts for financial reporting posps. Deferred tax liabilities 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
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 déddedcemporary 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 neitiwe accounting profit nor taxable profit or
loss; and

= with respect to deductible temporary differencesamted with investments in subsidiaries,
associates and interests in joint ventures, deféereassets are recognized only to the extent
that it is probable that the temporary differensélsreverse 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 veadeat the end of each reporting period and
reduced to the extent that it is no longer prob#té sufficient taxable profit will be available t
allow all or part of the deferred income tax assetse utilized. Unrecognized deferred tax assets
are reassessed at the end of each reporting ftbdre recognized to the extent that it has
become probable that future taxable profit wilballthe deferred tax assets to be recovered.
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Deferred tax assets and liabilities are measuréukeaiax 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 directlytia consolidated statement of comprehensive
income is recognized in the consolidated statemecdmprehensive income and not in the
consolidated statement of income.

Deferred tax assets and deferred tax liabilitiesodfset, 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 assetyraicss is not recoverable from the taxation
authority, in which case the tax is recognizeda$ @f the cost of acquisition of the asset or
as part of the expense item as applicable; and

= for receivables and payables that are stated Wwittamount of tax included.

The net amount of VAT recoverable from, or paydblghe 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 three
major operating businesses of the Group are pnppetail and financial services and others.
These operating businesses are the basis upon thieicbroup reports its segment information
presented in Note 4 to the consolidated finant¢&kments.

Basic/Diluted Earnings Per Common Share (EPS)

Basic EPS is computed by dividing the net incontetie 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 madrine for the period attributable to owners of
the Parent and the weighted-average number ofdsmug outstanding common shares are
adjusted for the effects of all dilutive potentiatiinary 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 zyable.



-23 -

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 redfiééh the consolidated financial statements. Post
year-end events that are not adjusting eventsiscioded in the notes to the consolidated
financial statements when material.

Changes in Accounting Policies and Disclosures

The accounting policies adopted are consistent thitke of the previous financial year, except for
the adoption of the following amended PFRS, whiehenadopted starting January 1, 2013. The
adoption of the following amended standards aretjmetations did not have any impact on the
Group’s consolidated financial statements, excdmmotherwise indicated:

= PFRS 7Financial Instruments: Disclosures — Offsetting &icial Statements and Financial
Liabilities (Amendments)

= PFRS 10Consolidated Financial Statements

= PFRS 11Joint Arrangements

= PFRS 12Disclosure of Interests in Other Entities

= PFRS 13Fair Value Measurement

= PAS 1,Presentation of Financial Statements - Presentatibitems of Other Comprehensive
Income or OC(Amendments)

= PAS 19 Employee Benefi{Rkevised)

= PAS 27 Separate Financial Statemerf&s revised in 2011)

=  PAS 28,Investmentin Associates and Joint Ventur@s revised in 2011)

= Philippine Interpretation IFRIC 2Gtripping Costs in the Production Phase of a Swefidline

= Philippine Interpretations Committee Q&A No. 2013-Bccounting for Employee Benefits
under a Defined Contribution Plan Subject to Reguients of Republic Act 7641, The
Philippine Retirement Law

= 2012 improvements to PFRSs, effective 2013.

Adoption of Revised PAS 19

For defined benefit plans, the Revised PAS 19 reguill remeasurements actuarial gains and

losses to be recognized in other comprehensiveria@nd unvested past service costs previously

recognized over the average vesting period to tegrézed 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 paritd the benefits become vested.
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Upon adoption of the Revised PAS 19, the Group gbdiits accounting 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.

The revised PAS 19 replaced the interest cost mpeloted return on plan assets with the concept
of net interest on defined benefit liability or eswhich is calculated by multiplying the net
balance sheet defined benefit liability or assethgydiscount rate used to measure the employee
benefit obligation, each as at the beginning ofateual period.

The revised PAS 19 also amended the definitiohoftserm 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. Inittald the Revised PAS 19 maodifies the timing of
recognition for termination benefits. The modifica requires the termination benefits to be
recognized at the earlier of when the offer cafmotvithdrawn or when the related restructuring
costs are recognized.

The changes to the definition of short-term empéolyenefits and the timing of recognition for
termination benefits do not have any impact toGheup’s financial position and financial
performance.

The Group reviewed its existing employee benefits determined that the amended standard has
an impact on its accounting for pension benefiise effect of the adoption of the

Revised PAS 19 as at January 1, 2013 amounte83@ Bnillion. This was recorded in the

current year profit or loss as reduction pensiamefieexpense, instead of a retrospective
adjustment as required by the Revised PAS 19,eaisrtpact is not material. On this basis, the
Group’s consolidated statement of financial positid the beginning of the earliest comparative
period was also not presented.

The adoption increased earnings per share by RO2ZEL3 (see Note 26). It did not have impact
on the consolidated statement of cash flows fostkenonths ended June 30, 2014.

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, 2014. The
Group intends to adopt the applicable standartis;gretations, amendments and improvements
when these become effective.

New Standards and Interpretations

= PAS 36,Impairment of Assets - Recoverable Amount Discksstor Non-Financial Assets
(Amendments). These amendments remove the unedesahsequences of PFRS 13 on the
disclosures required under PAS 36. In additioes¢ghamendments require disclosure of the
recoverable amounts for the assets or cash-gamgratits (CGUs) for which impairment loss
has been recognized or reversed during the pefibdse amendments are effective
retrospectively for annual periods beginning omfter January 1, 2014 with earlier
application permitted, provided PFRS 13 is alsdiagp The amendments affect disclosures
only and have no impact on the Group’s financiaifian or performance.

= |nvestment Entities (Amendments to PFRS 10, PFR&H2PAS 27). These amendments are
effective for annual periods beginning on or affi@nuary 1, 2014. They provide an exception
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to the consolidation requirement for entities timaet the definition of an investment entity
under PFRS 10. The exception to consolidationiregjinvestment entities to account for
subsidiaries at fair value through profit or losssis not expected that this amendment would
be relevant to the Group since none of the entii¢se Group would qualify to be an
investment entity under PFRS 10.

Philippine Interpretation IFRIC 21Levies(IFRIC 21). IFRIC 21 clarifies that an entity
recognizes a liability for a levy when the activibyat triggers payment, as identified by the
relevant legislation, occurs. For a levy thatiggered upon reaching a minimum threshold,
the interpretation clarifies that no liability shdue anticipated before the specified minimum
threshold is reached. IFRIC 21 is effective fon@a periods beginning on or after January 1,
2014. The Group does not expect that IFRIC 21 heille material financial impact in future
financial statements.

PAS 39 Financial Instruments: Recognition and Measuremevbvation of Derivatives and
Continuation of Hedge Accountifgmendments). These amendments provide relief fro
discontinuing hedge accounting when novation oér@vdtive designated as a hedging
instrument meets certain criteria. These amendsrageteffective for annual periods
beginning on or after January 1, 2014. The Graasgriot novated its derivatives during the
current period. However, these amendments woultbhsidered for future novations.

PAS 32 Financial Instruments: Presentation - Offsettingn&incial Assets and Financial
Liabilities (Amendments). The amendments clarify the meaoirigurrently has a legally
enforceable right to set-off” and also clarify gggplication of the PAS 32 offsetting criteria to
settlement systems (such as central clearing hsystems) which apply gross settlement
mechanisms that are not simultaneous. The amendrmattact presentation only and have no
impact on the Group’s financial position or perfame. The amendments to PAS 32 are to
be retrospectively applied for annual periods beigigyon or after January 1, 2014.

PAS 19, Employee BenefitsDefined Benefit Plans: Employee ContributigAsnendments)
apply to contributions from employees or third jfEgrto defined benefit plans. Contributions
that are set out in the formal terms of the plaadld¥e accounted for as reductions to current
service costs if they are linked to service oras pf the remeasurements of the net defined
benefit asset or liability if they are not linkemldervice. Contributions that are discretionary
shall be accounted for as reductions of curremiceicost upon payment of these
contributions to the plans. The amendments to PASre to be retrospectively applied for
annual periods beginning on or after July 1, 20IHe amendments have no impact in the
Group’s financial position and performance.

Annual Improvements to PFRSs (2010-2012 cycle)

The Annual Improvements to PFRSs (2010-2012 cydedain non-urgent but necessary
amendments to the following standards:

* PFRS 2Share-based Payment — Definition of Vesting CamtitThe amendment
revised the definitions of vesting condition andrkes condition and added the
definitions of performance condition and servicadition to clarify various issues.

This amendment shall be prospectively applied toestbhased payment transactions for
which the grant date is on or after July 1, 20This amendment does not apply to the
Group as it has no share-based payments.

* PFRS 3Business Combinations — Accounting for Contingesrtistleration in a
Business CombinatioriThe amendment clarifies that a contingent consierahat
meets the definition of a financial instrument dddee classified as a financial liability
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or as equity in accordance with PAS 32. Contihgensideration that is not classified
as equity is subsequently measured at fair valugaighh profit or loss whether or not it
falls within the scope of PFRS 9 (or PAS 39, if BRis not yet adopted). The
amendment shall be prospectively applied to businembinations for which the
acquisition date is on or after July 1, 2014. Tweup shall consider this amendment in
future business combinations.

PFRS 80perating Segments — Aggregation of Operating Setpaad Reconciliation
of the Total of the Reportable Segments’ Assdtset&ntity’s AssetsThe amendments
require entities to disclose the judgment made bBgagement in aggregating two or
more operating segments. This disclosure shogldde a brief description of the
operating segments that have been aggregatedsiw#yi and the economic indicators
that have been assessed in determining that thegaggd operating segments share
similar economic characteristics. The amendmests @hrify that an entity shall
provide reconciliations of the total of the repbteasegments’ assets to the entity’s
assets if such amounts are regularly provideddatief operating decision maker.
These amendments are effective for annual periegmbing on or after July 1, 2014
and are applied retrospectively. The amendmefdstadisclosures only and have no
impact on the Group’s financial position or perfamoe.

PFRS 13Fair Value Measurement — Short-term ReceivablesRayables.The
amendment clarifies that short-term receivablespaybles with no stated interest
rates can be held at invoice amounts when thetaffetiscounting is immaterial.

PAS 16,Property, Plant and Equipment — Revaluation Methd@roportionate
Restatement of Accumulated Depreciatidihe amendment clarifies that, upon
revaluation of an item of property, plant and equapt, the carrying amount of the asset
shall be adjusted to the revalued amount, andgbet ghall be treated in one of the
following ways:

a. The gross carrying amount is adjusted in a marrari$ consistent with the
revaluation of the carrying amount of the assdie daccumulated depreciation at
the date of revaluation is adjusted to equal tiferéince between the gross carrying
amount and the carrying amount of the asset afl@ng into account any
accumulated impairment losses.

b. The accumulated depreciation is eliminated ag#esgross carrying amount of the
asset.

The amendment is effective for annual periods begmon or after July 1, 2014. The
amendment shall apply to all revaluations recoghimeannual periods beginning on or
after the date of initial application of this amermeht and in the immediately preceding
annual period. The amendment has no impact oGtbep’s financial position or
performance as it does not have property, planeguogment carried at revalued
amounts.

PAS 24 Related Party Disclosures — Key Management Perdoririee amendments
clarify that an entity is a related party of thpading entity if the said entity, or any
member of a group for which it is a part of, pr@sdkey management personnel
services to the reporting entity or to the par@mpgany of the reporting entity. The
amendments also clarify that a reporting entity thdains management personnel
services from another entity (also referred to asaggement entity) is not required to
disclose the compensation paid or payable by theageanent entity to its employees or
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directors. The reporting entity is required toctlise the amounts incurred for the key
management personnel services provided by a sepamtagement entity. The
amendments are effective for annual periods beginon or after July 1, 2014 and are
applied retrospectively. The amendments affedasires only and have no impact on
the Group’s financial position or performance.

PAS 38,Intangible Assets — Revaluation Method — PropodterRestatement of
Accumulated AmortizationThe amendments clarify that, upon revaluation of an
intangible asset, the carrying amount of the astza@t be adjusted to the revalued
amount, and the asset shall be treated in oneedbtlowing ways:

a. The gross carrying amount is adjusted in a mariveri$ consistent with the
revaluation of the carrying amount of the asséte accumulated amortization at
the date of revaluation is adjusted to equal tfferdince between the gross carrying
amount and the carrying amount of the asset afléng into account any
accumulated impairment losses.

b. The accumulated amortization is eliminated agahesgross carrying amount of the
asset.

The amendments also clarify that the amount o&tljestment of the accumulated
amortization should form part of the increase ardase in the carrying amount
accounted for in accordance with the standard.

The amendments are effective for annual periodsbeg on or after July 1, 2014.
The amendments shall apply to all revaluationsgeized in annual periods beginning
on or after the date of initial application of tRisiendment and in the immediately
preceding annual period. The amendments have pacion the Group’s financial
position or performance as it does not have intdagissets carried at revalued
amounts.

= Annual Improvements to PFRSs (2011-2013 cycle)

The Annual Improvements to PFRSs (2011-2013 cydedain non-urgent but necessary
amendments to the following standards:

PFRS 1First-time Adoption of Philippine Financial Reportj Standards — Meaning of
‘Effective PFRSs’ The amendment clarifies that an entity may chooseply either a
current standard or a new standard that is natgeidatory, but that permits early
application, provided either standard is appliedststently throughout the periods
presented in the entity’s first PFRS financial ata&nts. This amendment is not
applicable to the Group as it is not a first-tindejpter of PFRS.

PFRS 3Business Combinations — Scope Exceptions for Asmahgements.The
amendment clarifies that PFRS 3 does not applgg@tcounting for the formation of a
joint arrangement in the financial statements efjtint arrangement itself. The
amendment is effective for annual periods beginoim@r after July 1 2014 and is
applied prospectively.

PFRS 13Fair Value Measurement — Portfolio Exceptiohhe amendment clarifies that
the portfolio exception in PFRS 13 can be appléefinancial assets, financial liabilities
and other contracts. The amendment is effectivarioual periods beginning on or
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after July 1 2014 and is applied prospectivelye @mendment has no significant
impact on the Group’s financial position or perfamoe.

» PAS 40,Investment PropertyThe amendment clarifies the interrelationshipveen
PFRS 3 and PAS 40 when classifying property assimvent property or owner-
occupied property. The amendment stated that jedgis needed when determining
whether the acquisition of investment propertyhiss acquisition of an asset or a group
of assets or a business combination within theesod®FRS 3. This judgment is based
on the guidance of PFRS 3. This amendment is @féefdr annual periods beginning
on or after July 1, 2014 and is applied prospebtivéhe Group shall consider this
amendment in future acquisitions of investment proes.

PFRS 9Financial InstrumentsPFRS 9, as issued, reflects the first and thirdsghaf the
project to replace PAS 39 and applies to the dlaatibn and measurement of financial assets
and liabilities and hedge accounting, respectivéMork on the second phase, which relate to
impairment of financial instruments, and the lirdiEnendments to the classification and
measurement model is still ongoing, with a vieweplace PAS 39 in its entirety. PFRS 9
requires all financial assets to be measured mvétie at initial recognition. A debt financial
asset may, if the fair value option (FVO) is notdked, be subsequently measured at
amortized cost if it is held within a business nidtat 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 imerest on the principal outstanding. All
other debt instruments are subsequently measufed atlue through profit or loss. All
equity financial assets are measured at fair vaitilver through other comprehensive income
(OCI) or profit or loss. Equity financial assetddhfor trading must be measured at fair value
through profit or loss. For liabilities designagsiat FVPL using the fair value option, the
amount of change in the fair value of a liabilifyat is attributable to changes in credit risk
must be presented in OCI. The remainder of thaghan fair value is presented in profit or
loss, unless presentation of the fair value chaelg¢ing to the entity’s own credit risk in OCI
would create or enlarge an accounting mismatchfitpr loss. All other PAS 39
classification and measurement requirements fanftiral liabilities have been carried forward
to PFRS 9, including the embedded derivative b#tion rules and the criteria for using the
FVO. The adoption of the first phase of PFRS 9 dlve an effect on the classification and
measurement of the Group’s financial assets, bilipafentially have no impact on the
classification and measurement of financial lidied.

On hedge accounting, PFRS 9 replaces the rulestbesige accounting model of

PAS 39 with a more principles-based approach. @émimclude replacing the rules-based
hedge effectiveness test with an objectives-bassidhat focuses on the economic
relationship between the hedged item and the hgdgstrument, and the effect of credit risk
on that economic relationship; allowing risk coments to be designated as the hedged item,
not only for financial items, but also for non-fiv@al items, provided that the risk component
is separately identifiable and reliably measurabel allowing the time value of an option,
the forward element of a forward contract and amgifyn currency basis spread to be
excluded from the designation of a financial instemt as the hedging instrument and
accounted for as costs of hedging. PFRS 9 alsaresgonore extensive disclosures for hedge
accounting.

PFRS 9 currently has no mandatory effective def®3$9 may be applied before the
completion of the limited amendments to the classiion and measurement model and
impairment methodology. The Group will not adope #tandard before the completion of the
limited amendments and the second phase of theqbroj
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= Philippine Interpretation IFRIC 1&greements for the Construction of Real Esteteers
accounting for revenue and associated expensestitg®that undertake the construction of
real estate directly or through subcontractorse ifiterpretation requires that revenue on
construction of real estate be recognized only wmonpletion, except when such contract
gualifies as construction contract to be accoufdednder PAS 11Construction Contracts
or involves rendering of services in which caseereie is recognized based on stage of
completion. Contracts involving provision of sees with the construction materials and
where the risks and reward of ownership are traresieo the buyer on a continuous basis
will also be accounted for based on stage of cotmple The SEC and the Financial
Reporting Standards Council have deferred the tdffgcof this interpretation until the final
Revenue standard is issued by the Internationabétiing Standards Board and an
evaluation of the requirements of the final Revestamdard against the practices of the
Philippine real estate industry is completed. @Heption of this interpretation will result to a
change in the revenue and cost recognition frorogueage of completion method to
completed contract method. The Group has madssessment and is continuously
monitoring the impact of this new interpretatiorittoconsolidated financial statements.

4. Segment Information

For management purposes, the Group is organizedusiness units based on their products and
services. As a result of the corporate restruetuin 2013, the Group changed the presentation of
its segment information and has identified thrgmriable operating segments as follows:
property, retail, and financial services and oth&@egment information in the comparative years
were restated for this change.

The property segment is involved in mall, residardnd commercial development and hotels and
convention centers operations. The mall segmergldps, conducts, operates and maintains the
business of modern commercial shopping centerabihdisinesses related thereto such as the
conduct, operation and maintenance of shoppingcepaces for rent, amusement centers, or
cinema theaters within the compound of the shoppémgers. Residential and commercial
segments are involved in the development and wamsttion of major residential, commercial,
entertainment and tourism districts through susthitapital investments in buildings and
infrastructure. The hotels and convention cergeggnent engages in and carries on the business
of hotels and convention centers and operates amttams any and all services and facilities
incident thereto.

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

The financial services and others segment primardigdes the Parent Company which engages
in asset management and capital investments, aogdiages which 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 amgeigsured consistently with the operating profit

or loss in the consolidated financial statements.

The amount of segment assets and liabilities agohert profit or loss are based on measurement
principles that are similar to those used in mdagithe assets and liabilities and profit or lass i
the consolidated financial statements, which i@dcordance with PFRS.
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Inter-segment transactions are eliminated in tmsalidated financial statements.

Business Segment Data

June 30, 2014

Financial Services

Property Retail and Others Eliminations Consolidated
(In Thousands)
Revenue:
External customers P32,568,881 R92,600,724 R5,694,736 B- P130,864,341
Inter-segment 3,412,393 845 10,739,139 (14,152,377) =
P35,981,274 P92,601,569 P16,433,875 (14,152,377) P130,864,341
Segment results:
Income before income tax R13,277,904 B4,154,348 B4,563,966 (P331,576) P21,664,642
Provision for income tax (2,628,441) (1,287,220) (41,789) - (3,957,450)
Net income P10,649,463 P2,867,128 B4,522,177 (P331,576) P17,707,192
Net income attributable to:
Owners of the Parent P10,397,435 B2,754,510 R4,522,177 (R5,363,734) P12,310,388
Non-controlling interests 252,028 112,618 - 5,032,158 5,396,804
Segment assets (excluding
deferred tax) 384,404,741 P60,505,431 P271,578,686 (P48,179,70  P668,312,156
Segment liabilities (excluding
deferred tax) P188,139,266 P32,746,028 P162,908,067 (R32,452,452) P351,340,909
Other information:
Investments in shares of stock
of associates and joint ventures P12,770,211 P149,448 P131,230,132 B— P144,149,791
Equity in net earnings
of associates and joint ventures 452,186 19,782 6,076,375 - 6,548,343
Capital expenditures 30,661,208 1,819,573 290,320 - 32,771,101
Depreciation and amortization 3,566,665 1,840,985 94,853 — 5,502,503
June 30, 2013
Financial Service
Property Retalil and Others Elimination: Consolidate
(In Thousands)
Revenue:
External customers 2,971,12 P84,981,05 B8,158,14! B- B22,110,32
Inter-segment 6,097,132 24,13¢ 10,107,709 (16,228,980) -
B35,068,25 P85,005,19 P18,265,85 (P16,228,98C P122,110,32
Segment results:
Income before income tax 1R,475,94 BR4,527,749 B5,548,514 (R2,759,405) 21H92,80
Provision for income tax (2,144,389 (1,317,848) (150,251 (25,598) (3,638,086)
Net income (loss) B,331,55 3,209,901 P5,398,263 (P2,785,003) 18R@54,71
Net income (loss) attributable to:
Owners of the Parent P11,14211 B2,972,308 P5,398,263 (R6,807,332) 12F06,35
Non-controlling interests 1,188,445 237,593 — 4,022,329 5,448,367
Segment assets (excluding
deferred tax) B51,186,72 B56,042,95 B230,679,78 (52,007,292) B85,902,17
Segment liabilities (excluding
deferred tax) B68,451,44 B28,737,54 P135,957,02 (R30,302,366) 802,843,64
Other information:
Investments in shares of stock
of associates B,657,92 B99,963 B118,438,585 B- 139,196,46
Equity in net earnings
of associates 694,59! 9,924 7,251,344 - 7,955,933
Capital expenditures 1901,28:- 2,759,296 88844 - 23,548,72
Depreciation and amortization 2,586,970 1,675,129 345,54 — 4,607,642
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5. Cash and Cash Equivalents

This account consists of:

June 3Q December 3:
2014 2013

(In Thousands)
Cash on hand and in banks (see Note 20) B7,405,414 B10,202,98
Temporary investments (see Note 20) 38,313,27 40,006,67
P45,718,54 B50,209,65

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 3Q December 3:
2014 2013

Time deposits:

(In Thousands)

Pledged (see Not¢18 and :0) B20,733,75 £21,087,62
Not pledged (see Note 20) 48,648,61 34,018,07
69,382,36 55,105,70

Short-term investments (see Note 20) - 887,90!
69,382,36 55,993,60

Less current portion 42,755,86 28,912,65
Noncurrent portio B26,626,50 B27,080,95

A portion of the time deposits amounting to US$84illion, with peso equivalents of
P20,733.8 million and B21,087.6 million as atel@A, 2014 and December 31, 2013, respectively
and bear interest ranging from 4.9% to 5.4%, aeel @s collateral for loans obtained by the

Group (see Note 18).

In February 2014, SM Prime preterminated a timeodiég@mounting to B887.9 million with an

original maturity of October 2014.
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7. Investments Held for Trading and Sale

This account consists of :

June 30, December 31,
2014 2012
(In Thousands)

Investments held for tradir

Bonds (see Note 20) P451,750 P459,754
AFS investments
Bonds 985,91 -
Shares of stock 694,634 659,226
B2,132,29 £1,118,98!

The Group recognized a loss of B4.1 million aBdBmillion from fair value adjustments of
investments held for trading for the six monthsezhdune 30, 2014 and 2013, respectively. The
amounts are included under “Dividend, managemess &d others” 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 servesg &nd dividends.

The terms and conditions of the above receivablessifollows:

= Trade receivables from tenants and managementeamides fee receivables are noninterest-
bearing and are normally collectible on a 30 t@l89s’ term. Receivables from real estate
buyers mainly consist of receivables subject tarfiting from banks and other financial
institutions with interest at market rates rangmugn 13% to 18% per annum and normally
collectible on a 3 to 5 years term.

= The terms and conditions of related party receesble further discussed in Note 20.

= Dividend receivables are noninterest-bearing archarmally collectible within the next
financial year.

Allowance for impairment loss amounting to B41liflion and B334.9 million as at June 30,
2014 and December 31, 2013, respectively, pertainsceivables from tenants which were
identified through specific assessment.

Receivables, other than those identified as imgamee assessed by the Group’s management as
good and collectible.
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9. Other Current Assets

This account consists of:

June 30,
2014

December 3:

2013

(In Thousands)

Land and development (see Note 14) P20,831,49 R12,542,783
Condominium units fosale (see Note4) 7,275,65; 6,213,52:
Prepaid taxes and other prepayments 6,770,86. 5,652,642
Nonr-trade receivables, net of allowance for
impairment loss oB5.7 million 4,388,69! 5,086,933
Advances and deposits 3,332,181 5,091,059
Input tax 2,604,627 2,987,264
Escrow fund 1,112,640 439,11¢
Accrued interest receivable 928,72¢ 959,76.
Receivable from banks and credit cards 561,16 2,423,215
Advances for project development (see Note 20) 2,338 88,615
Others 1,792,660 1,342,706
B49,601,10 R42,827,624

= Prepaid taxes and other prepayments mainly coofsétvance payments for insurance, real
property taxes, rent and other expenses whicharaaily utilized within the next financial

year.

= Non-trade receivables include interest-bearing ades to third parties which are normally

collectible within the next financial year.

= Advances pertain to downpayment made to suppliecsmtractors to cover preliminary

expenses of the contractors in construction prejethe amounts are noninterest-bearing and

are recouped upon progress billing payment depgrafirthe percentage of accomplishment.

= Input tax represents VAT paid to suppliers thatloarclaimed as credit against the future

output VAT liabilities without prescription.

= Escrow fund pertains to the amounts depositeddratitount of an escrow agent as required
by the Housing and Land Use Regulatory Board (HLYRB:onnection with the Company’s
temporary license to sell properties for specifigj@cts prior to HLURB's issuance of a
license to sell and certificate of registrationnddr this temporary license to sell, all
payments, inclusive of down payments, reservatimhraonthly amortization, among others,
made by buyers within the selling period shall bpaskited in the escrow account.

= Receivable from banks and credit cards are nomistdrearing and are normally collectible

on a 30 to 90 days term.

= Accrued interest receivable relates mostly to titaposits which will be collected at

respective maturity dates.

= Advances for project development mostly pertaindgances made to related parties for the

acquisition of land for future development.
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10.

Available-for-sale Investments

This account consists of investments in sharetooks and corporate bonds. As at June 30, 2014
and December 31, 2013 allowance for impairmene®ssnounted to B31.3 million.

Investments in bonds and corporate notes as at3lyrzd14 and December 31, 2013 include
third party convertible bonds and corporate notitis fixed interest rates ranging from 3.88% to
7.45%. These investments will mature on variousslbeginning on February 9, 2015 until
October 9, 2023.

Gain on disposal of AFS investments recognized wutidieidend, management fees and others”
account in the consolidated statements of incomeuated to B30.4 million and B178.9 million
for the six months ended June 30, 2014 and 20%Beotively. Listed shares of stock of the
Group pertain to investments in publicly-listed gamies. These are measured at the quoted
market price of the shares. A portion of thesegtments amounting to B4,569.7 million and B
3,593.9 million as at June 30, 2014 and Decembge?@®13, respectively, are pledged as collateral
for a portion of the Group’s long-term loans (seseN18).

11.

Investments in Shares of Stock of Associates andidbVentures

The details of and movements in this account afelksvs:

June 3Q December 31,
201¢ 2013
(In Thousands)
Cost:
Balance athe beginning oftheyeal R96,600,517 B92,840,12
Additions 1,899,792 5,492,65
Acquisition of controlling interest of HPI and SIED - (1,710,703)
Disposals - net of realized deferred gain - (21,556)
Balance at the end of the period 98,500,30 96,600,517
Accumulated equity in net earnings:
Balance at the beginning of the year 42,393,849 36,388,668
Equity in net earning 6,548,343 13,602,26
Dividends receive (3,821,564) (4,499,652
Accumulated equity in net earnings
of investments — HPl and SHDC - (338,474)
Accumulated equity in n earning
of investments sold - (2,208)
Balance atheend ofthe periot 45,120,628 45,150,60
Share in net unrealized gain (loss) on £
investments of associates 552,110 (2,756,754)
Translation adjustment (23,256) -
Allowance for impairment loss:
Balance athebeginning oftheyeal - 775,04
Recovery - (775,047
Balance atheend ofthe periol - -
B144,149,791 £138,994,36

The major associates and joint venture of the Gralljpf which were incorporated in the
Philippines, are as follows:
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Percentage of Ownership

June 3(, 2014

December 31, 2013

Company Gross Effective Gross Effective Principal Activities
Associates

BDO Unibank Inc. and Subsidiaries (BDO) 48 47 48 47  Financial services

China Banking Corporation (China Bank) 23 20 23 20 Financial services

Belle Corporation and Subsidiaries (Belle) 32 28 32 28 Real estate development and tourism
Atlas Consolidated Mining, Inc. 29 29 29 29 Mining

Sodexo Motivation Solutions Philippines, Inc. 40 40 40 40 Retail

Fast Retailing Philippines, Inc. 25 25 25 25 Retail

CityMall Commercial Center Inc. (CityMall) 34 34 - — Shopping mall development
Joint Venture

Waltermart Mal 51 26 51 26 Shopping mall development

CityMall Commercial Center, Inc. (CityMall)

On February 17, 2014, SMIC signed an InvestmentSirateholders Agreement for the
acquisition of 34% ownership interest in CityMathaunting to B0.03 million. The
remaining 66% of the outstanding capital is heldimyibleDragon Properties Corp.

On April 25, 2014, SMIC, in response to a capitdl,anvested an additional B103.0 million
equivalent to 1.0 million shares in CityMall.

China Banking Corporation (China Bank)

In April 2014, Chinabank had a stock rights offgrimhich entitled each eligible stockholder to
subscribe to one share for every 8.834 sharesasedd record date at an offer price of B49.50 per
share. On May 2, 2014, the Group exercised itdsignd paid B1,730.8 million equivalent to
35.0 million Chinabank shares.

As at June 30, 2014 and December 31, 2013 thedhies of investments in associates which are
listed in the PSE are as follows:

June 3Q December 3:
2014 2013
(In Thousands)
BDO B174,604,97 B158,844,17
China Bank 19,756,18 19,003,19
Belle 17,169,11 16,434,27
Atlas 8,439,001 8,764,505
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12. Property and Equipment

The movements in this account are as follows:

Buildings Furniture
Condominiun  Store Equipmel Date Fixtures Machinery
Units anc anc Processing and Office anc Leasehol Transportation Constructio
Lanc Improvement Improvement Equipmen Equipmenr Equipmen Improvement Equipmen in Progres Total
(In Thousands)

Cost
Balance as at December 31, 2012 B2,412,990 B28159 B7,576,904 B4,538,804 B3,982,501 B3,369,046 ,988841 893,22 B1,234,953 83,067,65
Additions - 566,84: 1,194,897 325,37: 520,58( 604,17¢ 1,071,236 66,08: 782,601 5,131,795
Effect of business combination - 8,066 865,03 74,26" 1,410 1,418 - 2,596 263,64. 1,216,434
Reclassifications (2,382,990) 67,187 1,410,778 265,87( 139,90! (285,449 1,678,823 30,71: (776,681 148,15t
Disposals/retirements (30,000) (605,516 (8,598 (580,863 (29,769) (37,616) (36,577) (5,923 (177,169 (1,512,031)
Balance as at December 31, 2013 - 4,405,866 11,039,01 4,623,449 4,614,627 3,651,578 7,703,423 686,69: 1,327,354 38,052,00
Additions - 252,76: 120,82¢ 182,44: 123,89. 189,12: 348,29: 18,04¢ 765,76: 2,001,149
Reclassifications - 4,652,203 (8,599,350) 522,21 42,04 201,48¢ 3,415,502 7,236 (597,107 (355,767
Disposals/retirements - (6,289 (1,185 (3,512 (12,968) (11,921) (88,405) (777) (3,753 (128,810
Balance as at June 30, 2014 P- P9,304,54- B2,559,31 P5,324,59! B4,767,59. P4,030,26 P11,378,81 B711,20: P1,492,25 B39,568,58
Accumulated Depreciation and Amortization
Balance as at December 31, 2012 - P R1,226,734 B5,010,515 B3,110,454 B2,003,860 B2HT8 B2,336,997 4,32 P- B15,881,13
Depreciation and amortization - 338,05: 616,38( 532,01¢ 603,74t 962,99: 666,61¢ 54,46 - 3,774,272
Effect of business combination - - 725,13t 60,65¢ 75 76 - 1,851 787,79t
Reclassifications - 323,59: 966,201 48,10( 48,56" (513,915 (309,346 19,06° - 582,27:
Disposals/retirements - (558,336 (130,529 (552,812 (16,421) (19,823) (15,873) (3,056 - (1,296,850)
Balance as at December 31, 2013 - 1,330,044 7,187,710 3,198,418 2,639,827 2,307,582 23878, 386,65( - 19,728,62
Depreciation and amortization - 385,32( 434,29: 294,23 309,78: 248,05: 656,62 (268,592 - 2,059,712
Reclassifications - 737,69t (6,087,383) (78,234) (13,004) 51,67: 4,201,691 304,02° (883,534
Disposals/retirements - (3,008 (281) (1,885 (4,508 (4,056 (37,569) (777) - (52,084)
Balance as at June 30, 2014 B- B2,450,052 B1,534,338 B3,412,536 B2,932,098 B2603 B7,499,140 £1,30¢ B- B20,852,72
Net Book Value
As at June 30, 2014 P- P6,854,492 P1,024,972 P1,912,059 P1,835,496 R10477 P3,879,674 £89,89: P1,492,255 B8,715,85
As at December 31, 2013 P- P3,075,822 P3,851,307 B1,425,031 P1,974,800 B33 B5,025,026 390,04: B1,327,354 8,323,38

As at June 30, 2014 and December 31, 2013, thepGrasino idle property and equipment and the graxsging amount of fully depreciated property and
equipment still in use amounted to B9,551.1 nmilkmd B8,455.8 million respectively.
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13. Investment Properties

The movements in this account are as follows:

Land an
Improvement Building
anc Buildings Equipment,
Land Ust anc Furniture Constructiol
Rights Improvement and Others in Progres Total
(In Thousands)
Cost
Balance as at December 31, 2012 B34,990,179 112B61,33 B21,617,30 P17,061,27 P185,730,09
Additions 4,800,290 5,307,96: 1,619,709 14,157,13 25,885,09
Effect of business combination - 20,774,11 - - 20,774,11
Reclassifications 746,887 6,770,85 6,196,877 (4,637,452) 9,077,163
Translation adjustment 347,920 1,706,12 206,315 587,066 2,847,430
Disposals (747,287) (11,389,18¢ (876,904) (837,905 (13,851,284)
Balance as at December 31, 2013 40,137,989 135,231,20 28,763,30 26,330,11 230,462,61
Additions 7,783,161 3,386,86. 981,700 5,375,751 17,527,47
Reclassifications 5,244,993 (5,764,22¢ 7,053,369 (2,573,571) 3,960,562
Translation adjustment (250,991) (702,442 (88,108 (364,925 (1,406,466)
Balance as at June 30, 2014 P52,915,152 £32,151,39 P36,710,26 B28,767,37 B250,544,18
Accumulated Depreciation, Amortization
and Impairment Loss

Balance as at December 31, 2012 B916,514 24,88,73 P10,700,59 B123,564 B5,759,40
Depreciation and amortization 155,598 3,788,64. 1,795,066 - 5,739,312
Reclassifications (493,837) 8,730,33 1,059,532 - 9,296,031
Translation adjustment 47,656 783,811 76,446 - 907,91¢
Disposals (41) (12,698,071 (1,151,131) - (13,849,243)
Balance as at December 31, 2013 625,890 24,623,46 12,480,50 123,564 37,853,42
Depreciation and amortization 208,379 2,338,10 896,305 - 3,442,791
Reclassifications 586,473 4,402,45 185,715 - 5,174,640
Translation adjustment (24,643 (101,766 (35,241 - (161,650
Balance as at June 30, 2014 P1,396,099 B1,262,25 P13,527,28 B123,564 B6,309,20
Net Book Value
As at June 30, 2014 P51,519,053 160,889,13 P23,182,98 P28,643,80 B204,234,98
As at December 31, 2013 P39,512,099 11®607,73 P16,282,79 P26,206,55 P192,609,18

As at June 30, 2014 and December 31, 2013, theallce for impairment loss on land and
improvements and land use rights, and construetinounted to B923.3 million.

Included under “Land” account are the 212,119 sguaeters of real estate properties with a
carrying value of B472.0 million and B494.0 roiflias at June 30, 2014 and December 31, 2013,
respectively, and a fair value of B13,531.0 millas at August 2007, planned for residential
development in accordance with the cooperativeraots entered into by SMPH with Grand
China International Limited (Grand China) and Or&hand Development Limited (Oriental
Land) on March 15, 2007. The value of these rsi@te properties was not part of the
consideration paid by SM Prime of B10,827.0 millgaid by Grand China and Oriental Land.
Accordingly, the assets were recorded at carryaiges under “Investment properties” account
and a corresponding liability equivalent to the samount is shown as part of “Tenants’ deposits
and others” account in the consolidated balancetshe

Portions of investment properties located in Chiita carrying value of B1,418.0 million and
B5,001.0 million as at June 30, 2014 and Dece®be?013, respectively, and estimated fair
value of B12,515.0 million and B20,109.0 millemat June 30, 2014 and December 31, 2013,
respectively, were mortgaged as collaterals torseitie domestic borrowings in China (see Note
18).

Rent income from investment properties, which imarily attributable to SM Prime, amounted
to R15,940.2 million and R13,621.2 million foetsix months ended June 30, 2014 and 2013,
respectively. Direct operating expenses from itaest properties which generate income
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amounted to B10,819.0 million and B9,230.0 mmlfior the six months ended June 30, 2014 and
2013, respectively.

Construction in progress includes shopping mallgemunder construction amounting to
P21,250.0 million and B18,279.0 million, and laadking and commercial building constructions
amounting to B7,118.0 million and B5,080.0 milless at June 30, 2014 and December 31, 2013,
respectively.

In 2014, shopping mall complex under constructr@ainly pertains to costs incurred for the
development of SM Seaside City Cebu, SM City SateblaSM City Cabanatuan, SM City
Angono, SM Tianjin and SM Zibo and the ongoing exgpans and renovations of SM City
Bacolod, SM City Lipa, SM City lloilo and SM Cityt& Rosa. In 2013, shopping mall complex
under construction mainly pertains to costs inaifoe the development of SM Seaside City
Cebu, SM City Cauayan, SM Tianjin and SM Zibo amel dngoing expansions and renovations of
SM Megamall, SM City Bacolod and SM City Lipa.

Shopping mall complex under construction includest of land amounting to B2,445.0 million
and B2,149.0 million as at June 30, 2014 and Deeefil, 2013, respectively.

Construction contracts with various contractoratesl to the construction of the above-mentioned
projects amounted to B71,762.0 million and B& ®@Hillion as at June 30, 2014 and December
31, 2013, respectively, inclusive of overhead, odshbor and materials and all other costs
necessary for the proper execution of the workse dutstanding contracts are valued at
B18,851.0 million and B28,857.0 million as atel@A, 2014 and December 31, 2013,
respectively.

Shopping mall complex under construction includest of land amounting to B2,445.0 million
and B2,149.0 million as at June 30, 2014 and Deeefil, 2014, respectively.

Interest capitalized to the construction of investirproperties amounted to B27.8 million and
B77.0 million as at June 30, 2014 and Decembe2(@I13, respectively. Capitalization rates used
ranged from 5.09% to 5.99% and 5.83% to 7.20% dara 30, 2014 and December 31, 2013,
respectively.

The fair value of investment properties amounteB530,899.6 million as at February 28, 2013 as
determined by an independent appraiser who holdsagnized and relevant professional
qualification. The valuation of investment profestwas based on market values using income
approach. The fair value represents the amoumhigh the assets can be exchanged between a
knowledgeable, willing seller and a knowledgeaiéing buyer in an arm’s length transaction at
the date of valuation, in accordance with Intewral Valuation Standards as set out by the
International Valuation Standards Committee.

Below are the significant assumptions used in #igation:

Discount rate 10.00%
Capitalization rate 7.40%
Average growth rate 5.00%

Investment properties are categorized under Levair ¥alue measurement.

While fair value of the investment properties was thetermined as at June 30, 2014 and
December 31, 2013, the Company’s management belibaéthere were no conditions present in
2014 that would significantly reduce the fair vabfehe investment properties from that
determined on February 28, 2013.
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The Company has no restriction on the realizabilftits investment properties and no obligation
to either purchase, construct or develop, repaiintain and enhance these properties.

14.

Land and Development and Condominium Units for Sale

This account consists of the following:

June 3Q December 3.
2014 201z
(In Thousands)

Condominium units for sale (see N©) B7,275,65 B6,213,52.
Land and development:

Current portion (see Note 9) 20,831,49 12,542,78

Noncurrent portion 23,167,540 25,666,93

B51,274,69 P44,423,23

Land and development, which amounted to B43,998l®n and B38,209.7 million as at June 30,
2014 and December 31, 2013, respectively, incladd bnd cost of ongoing condominium
projects.

Condominium units for sale amounting to B7,275iléan and B6,213.5 million as at June 30,
2014 and December 31, 2013, respectively, pentadompleted projects of SMDC, Costa and
HPI. The amounts were included under “Other curassets” account in the consolidated balance
sheets (see Note 9).

The condominium units for sale and land and devetoy are stated at cost as at June 30, 2014
and December 31, 2013.

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

P426.3 million and B866.0 million as at JuneZM,4 and December 31, 2013, respectively. The
average rates used to determine the amount ofveimigaosts eligible for capitalization range
from 4.5% to 5.3% and 3.8% to 5.1% as at June @04 2nd December 31, 2013, respectively.

15.

Intangibles and Other Noncurrent Assets

Intangible Assets
This account consists of:

June 3Q December 3:
2014 2013

(In Thousand:
Goodwill B14,928,92 B14,221,91
Less accumulated impairment loss 91,61¢ 91,619
Net book valu 14,837,30 14,130,29
Trademarks and brand nar 6,124,76. 6,124,76.

P20,962,06 P20,255,05
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Goodwill is allocated to SM Prime, Supervalue, If8VI), Super Shopping Market, Inc. (SSMI),
Prime Metroestate, Inc. and others as separategesrating units.

Trademarks and brand names pertain to that ofupersmarket and hypermarket business of the
Group which were acquired in a business combinati@906. The trademarks and brand names
were assessed to have an indefinite life and wagdaising the Relief-from-Royalty Method.
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, trademarkslanathd names have been determined based on
value-in-use caluculations using the cash flowgutipns from the financial budgets approved by
senior management covering a three-year periodaandalue less costs of disposal calculations

of the underlying net assets of the CGUSs.

Management assessed that no reasonably possilbigectmapre-tax discount rates and future cash
inflows would cause the carrying value of goodwiithdemarks and brand names in 2014 and
2013 to materially exceed its recoverable amount.

Fair value less cost of disposarlhe fair values of the assets and liabilitiethef CGUs were
determined by independent appraisers and in referenthe available market price for quoted
instruments. Management assessed that no reag@uasible change in the fair values would
cause the carrying value of goodwill in 2014 and2® materially exceed its recoverable
amount.

Other Noncurrent Assets

This account consists of:

June 3Q December 3:
2014 201z
(In Thousands)

Receivables from real estate buyers

(se¢ Note 8) P10,379,76 £10,636,50
Deposits and advance rentals 7,348,382 6,362,347
Deferred input VAT 2,457,816 1,554,256
Derivative assets (see Notes 24 and 25) 1,948,210 2,643,487
Defined benefit asst 614,36: 615,98.
Advances for project development

(see Note 20) 46,35¢ 3,607,169
Escrow func(see Note ¢ 132,46( 556,20t
Long-term notes (see Note 20) - 218,12:
Others 3,428,94 2,259,381

B26,356,30 B28,453,45

= Deposits and advance rentals substantially petaatine lease agreements entered into by SM
Prime for certain parcels of land where some afidgdls are constructed. The lease
agreements provide that the security depositshsipplied to future rentals. Consequently,
the said deposits and advance rentals are not semsehat amortized cost.

= Long-term notes pertain to unquoted and unsecuredrdinated debt instruments which
carry a fixed interest rate of 7.5% per annum asiaé 30, 2014 and December 31, 2013. In
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March 2014, the Group received full payment from@for the early redemption of the long
term note amounting to B218.1 million.

= In 2013, the Parent Company deposited cash inwsmmmounting to B130.0 million in the
account of an escrow agent as required by the 8EGrinection with the corporate
restructuring.

16. Bank Loans

This account consists of:

June 3Q December 31,
2014 2013

(In Thousands)

Parent Company:

U.S. dollar-denominated loans B1,309,50 P2,219,750
Pesdenominated loal - 6,550,001
Subsidiaries -
Peso-denominated loans 24,168,50 18,818,509
B25,478,00 B27,588,259

The U.S. dollar-denominated loans amounting to W@S¥illion and US$50.0 million with peso
equivalent of B1,309.5 million and B2,219.8 maillias at June 30, 2014 and December 31, 2013,
respectively, bear interest ranging from 1.08%.%3% as at June 30, 2014 and December 31,
2013 (see Note 24).

The peso-denominated loans bear annual interest raging from 1.10% to 5.10% and 1.06% to
6.75% as at June 30, 2014 and December 31, 2GR atévely.

These loans have maturities of less than one gearNote 24).

17

. Accounts Payable and Other Current Liabilities

This account consists of:

June 30, December 3:
2014 2013
(In Thousands)

Trade B33,475,08 £39,580,01
Accrued expenses 8,174,276 3,967,472
Nontradt 4,317,327 8,013,509
Payable arising from acquisition of land 3,941,784 4,838,686

Payable to government ageni 3,110,489 3,671,60
Accrued interest 2,035,725 1,784,520
Due to related parties (see Note 20) 1,415,547 2,091,305
Derivative liabilitie: (see Notes 24 and : 1,313,034 845,42¢
Gift checks redeemable and others 2,631,64 3,295,792

P60,414,94 £68,088,32
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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@ 80350 days term.

Nontrade payables, accrued interest and othemesxaexted to be settled within the next
financial year.

Payable arising from acquisition of land is expddtebe settled within the following year.
The terms and conditions relating to due to relggaties 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 unpaidgseadeneral and administrative expenses
which are normally settled within the next finarigiaar.
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18. Long-term Debt

This account consists of:

June 3(, 201« December 312012
Debt Issue Debtlssue
Gross Amount Cost Net Amount Gross Amount Cos  Net Amoun
(In Thousands)
Parent Company
U.S. dollar-denominated:
Fixed rate bonds B70,444,18 (P477,709  B69,966,47  P56,053,998 (P365,270) 58688,72
Convertible bonc 3,732,91 (50,71%) 3,682,20. 3,732,91! (60,787 3,672,13
Five-year term loans 13,095,000 (252,698) 12,842,30 13,318,500 (16,893) 13,301,60
Peso-denominated:
Sevel-year and te-year retail bond 27,332,27 (210,256 27,122,01 13,082,27 (89,961 12,992,30
Five-year and seven-year retail bonds 1,000,000 (5,174) 994,821 9,400,000 (13,794)  9,386,20
Bank loans collateralized with time deposits 2,900,000 (1,744) 2,898,25 3,000,000 (3,457 2,996,54
Other bank loar 22,197,65 (77,66€) 22,119,98 9,350,001 (294,476 9,055,54
Subsidiaries
U.S. dollar-denominated:
Five-year syndicated lo: 26,190,00 (507,936 25,682,06 22,197,50 (473,025 21,724 ,47
Five-year term loans 11,785,500 (109,011) 11,676,48 11,986,650 (141,857) 11,844,79
Two-year, three-year and five-year bilateral
loans 1,091,250 (4,890) 1,086,36! 1,109,875 (5,994 1,103,88
Other U.S. dollar loat 4,365,001 (46,889 4,318,11 4,439,501 (55,869 4,383,63
China Yuan Renminbi-denominated:
Three-year loan - - - 961,827 - 961,82
Five-year loai 1,477,72: - 1,477,72 2,235,77 - 2,235,77
Peso-denominated:
Fixed rate term loans 20,213,000 (78,223)  20,134,77 17,075,000 (80,100) 16,994,90
Five-year and te-year fixed and floating ra
notes 7,301,000 (43,010) 7,257,991 7,375,500 (47,692) 7,327,80
Five-year, seven-year and ten-year fixed and
floating rate notes 4,272,800 (24,060) 4,248,74 4,316,400 (25,877) 4,290,52
Five-year, seven-year and ten-year corporate
notes 6,596,000 (19,925) 6,576,07 6,596,000 (25,068) 6,570,93
Five-year and te-year corporate not - - - 1,100,001 (6,906 1,093,09.
Five-year floating rate not 4,850,001 (15,897 4,834,10 4,900,001 (20,390 4,879,61
Fixed rate corporate notes 8,191,800 (48,538) 8,143,26: 8,200,000 (51,445) 8,148,55
Five-yearbilateral loan 616,40( (1,299) 615,10: 500,00( (1,547 498,45
Other bank loans 8,719,030 (7,551) 8,711,47 11,026,060 (21,325) 11,004,73
246,371,53 (1,983,18C 244,388,35 211,957,77 (1,801,733  210,156,03
Less current portion 30,941,297 (282,069)  30,659,22 34,858,218 (291,599) 34,566,61
Noncurrent portio B215,430,23 (1,701,111 P213,729,12 P177,099,55 (F1,510,134 PB175,589,41
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Parent Company

Fixed Rate Bonds

US$350.0 million Senior Bonds

On June 10, 2014, SMIC issued US$350.0 million@dnbnds, with peso equivalent of
RP15,277.5 million as at June 30, 2014, which ldarted interest rate of 4.875% per annum,
payable semi-annually in arrears. The bonds waliure on June 17, 2024.

US$500.0 million Senior Bonds

On October 17, 2012, SMIC issued US$500.0 milliemiar bonds, with peso equivalent of
B21,825.0 million and B22,197.5 million as atel@A, 2014 and December 31, 2013, which bear
a fixed interest rate of 4.25% per annum, payabtei-@nnually in arrears. The bonds will mature
on October 17, 2019.

US$400.0 million Exchanged Bonds

On October 13, 2010, SMIC issued US$400.0 millionds with peso equivalents of

R16,791.5 million and R17,023.9 million as atel@0, 2014 and December 31, 2013,
respectively, which bear a fixed interest rate 686 per annum, payable semi-annually in arrears
and will mature on October 13, 2017. This issuds@mprised of US$186.3 million (B7,822.1
million) additional bonds, and US$82.9 million (B88.7 million) and US$130.8 million

(B5,500.7 million) exchanged bonds from the exgstd S$350.0 million 6.75% bonds due 2013
and US$500.0 million 6.0% bonds due 2014, respelgtivThe exchange was not accounted for as
an extinguishment but merely a modification of tetmecause the terms of the exchanged bonds
are not substantially different from the existirants (i.e., the difference between the present
value of the cash flows of the exchanged bonddfegresent value of the remaining cash flows
of the existing bonds discounted using the origaftdctive interest rate did not exceed 10%).

US$500.0 million Bonds

On September 22, 2009, SMIC issued US$500.0 mibmmds, with peso equivalent of
B16,550.2 million and B16,832.6 million as atel@f, 2014 and December 31, 2013, which bear
a fixed interest rate of 6.0% per annum, payahig-s@nually in arrears. The bonds will mature
on September 22, 2014.

Convertible Bonds

US$250.0 million Convertible Bonds

On February 15, 2012, SMIC issued at face valueskg&coupon US$250.0 million

(R9,407.6 million) convertible bonds, with a yiétdmaturity of 2.875% due on February 15,

2017 at 106.67%. The bonds bear coupon interes6@6% and has a yield-to-maturity of
2.875% at inception. Interest on the bonds is lpi@ysemi-annually in arrears. The bonds contain
multiple embedded derivatives (i.e., conversionasptcall option and put option) which was
bifurcatedby SMIC at inception. See Note 29 fatter discussion.

Unless previously redeemed, converted or purchasddancelled, the holder has the right to
convert its outstanding bonds for SMIC’s commorrebat any time, on or after June 15, 2012
until the close of business on February 5, 201@nahitial conversion price of B781.45 per share
translated into U.S. dollars at a fixed conversite of B42.711 to US$1.00. Effective July 8,
2013, the new conversion price is P624.625 afteng effect to the 25% stock dividends
declared on April 25, 2013. If a bondholder exsgsiits conversion option, the Company can
choose either to settle the bonds in cash or issomon shares. At various dates in 2013, the
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bondholders of US$150.8 million (B5,778.9 millimpted to convert their holdings into
8,390,334 of SMIC's shares.

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 Parewingpany to redeem the Bonds, in whole but not in
part at their early redemption amount on the dagalffor 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 rdtg)each of the 30 consecutive trading days, the
last of which occurs no more than five days priorédemption notice, was at least 130% of the
applicable early redemption amount divided by theversion ratio.

Five-year U.S. Dollar Loans

In 2013, the Company obtained a five-year loan arting to US$300.0 million with Phillippine
peso equivalent of B13,095.0 million and B1383H8illion as at June 30, 2014 and December 31,
2013, respectively which bears floating interet i six-month LIBOR plus margin. Portion of
the loan amounting to US$180.0 million is hedgedliagt interest rate and foreign exchange risks
using cross currency swap contract (see Notes @2%3n

Seven-year and Ten-year Retail Bonds

On May 19, 2014, SMIC issued fixed rate bonds, Witiemprised of seven-year or Series E
Bonds and ten-year or Series F Bonds due on Mag2d2, and May 19, 2024, respectively. The
total issuance amounted to R11,669.6 million=s8@%0.4 million for the Series E and Series F
Bonds, respectively.

The Series E Bonds have a term of seven yearstfrenssue date, with a fixed interest rate
equivalent to 5.2958% per annum payable semi-alyninahrrears starting November 19, 2014.
The Series F Bonds have a term of ten years frenstiue date, with a fixed interest rate
equivalent to 5.6125% per annum payable semi-ahninahrrears starting November 19, 2014.

On July 16, 2012, SMIC issued fixed rate bondsctvitiomprised of seven-year or Series C
Bonds and ten-year or Series D Bonds due on Jyl2am® and July 16, 2022, respectively. The
total issuance amounted to B5,623.5 million a®®%8.8 million for the Series C and Series D
Bonds, respectively.

The Series C Bonds have a term of seven yearstfrenssue 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 arreartire January 16, 2013.

At various dates in 2014, the SMIC redeemed B37tlldn for Series C and B375.0 million for
Series D Bonds.

Outstanding balance as at June 30, 2014 for Seréegl Series D bonds amounted to B4,648.5
million and B7,683.8 million, respectively.

At various dates in 2013, the SMIC redeemed B173million for Series C and B600.0 million
for Series D Bonds.

Five-year and Seven-year Retail Bonds
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On June 25, 2009, SMIC issued fixed rate bondsglwbomprised of five-year or Series A Bonds
and seven-year or Series B Bonds due on June 28,81 June 25, 2016, respectively. The total
issuance amounted to R8,400.0 million and R100@flion 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 semiahynin arrears starting December 26, 2009.
The Series B Bonds have a term of seven yearstfierissue date, with a fixed interest rate
equivalent to 9.10% per annum payable semi-annuabyrears starting December 25, 2009.

The Series A Bonds matured on June 26, 2014.

Outstanding balance as at June 30, 2014 and Dec&hb2013 amounted to B1,000.0 million
and B9,400.0 million, respectively.

Bank Loans Collateralized with Time Deposits

On January 8, 2010, SMIC obtained two five-yeamteyans amounting to B1,500.0 million each.
The loans are based on a three-month Philippinéinge8ystem Treasury-Fixing (PDST-F) rate
plus an agreed margin. Interest on these logmayiable quarterly in arrears. On January 3, 2014,
SMIC paid B50.0 million each of the two five-yéaans. Outstanding balances as at June 30,
2014 and December 31, 2013 amounted to B2,900i0mand B3,000.0 million, respectively.

These loans are collateralized by a portion of SKltitne deposits amounting to
US$475.0 million with peso equivalents of B20,838illion and B21,087.6 million as at June 30,
2014 and December 31, 2013, respectively (see ®ote

Other Peso Bank Loans
This account includes the following:

June 3Q December 31,

2014 2013
(In Thousands)
Ten-year term loans B1,699,900 P100,000
Seven-year term loans 14,497,750 9,250,000
Five-year term loar 6,000,000

P22,197,650 9,350,000

= |n June 2014, SMIC obtained two ten-year term l@ansunting to B1,500.0 million and
B100.0 million, which bear fixed interest ratec04021% per annum.

= In June 2014, SMIC obtained two seven-year termd@mounting to B1,600.0 million and
B1,650.0 million, which bear fixed rate of 5.129f&% annum and floating rate based on
three-month PDST-F plus an agreed margin, respdygtiv

= |n April 2014, SMIC obtained a five-year term loamounting to B3,000.0 million, which
bears a fixed interest rate of 5.35% per annum.

= |n January 2014, SMIC obtained five-year and sexgar-term loans amounting to B3,000.0
million and B2,000.0 million, which bear fixed énést rates of 5.40% and 5.24% per annum
respectively.
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= In August 2013, SMIC obtained a seven-year term Braounting to B2,000.0 million which
bears a fixed interest rate of 4.47% per annum.

= In June 2013, the Company obtained a seven-year ltman amounting to B3,000.0 million
which bears a fixed interest rate of 4.39% per annu

= In April 2013, SMIC obtained seven-year and tenryean loans amounting to
B2,250.0 million and B100.0 million, which beixefl interest rates ranging from 4.39% to
4.64% per annum, respectively. The seven-year lmmmand the ten-year term loan have
annual principal repayment of B2.25 million arid2® million, respectively that will
commence on the twelfth (fmonth from the issue date, with the last instatirpayment
to be made on maturity date. Outstanding balas@ aune 30, 2014 amounted to B2,247.75
million and B99.9 million, respectively.

= The seven-year term loans also include B2,00dl@mand B1,000.0 million fixed rate loans
with interest rates of 6.90% and 6.91%, respedtivéll likewise includes B2,000.0 million
floating rate loan with interest based on three4indtDST-F plus an agreed margin. The
loans will mature in October and November 2014. J@muary 31, 2011 and November 23,
2012, SMIC prepaid the B2,000.0 million and B@,00nillion fixed rate loans, respectively.
Outstanding balance as at June 30, 2014 and Dec&hp2013 amounted to B2,000.0
million.

Subsidiaries

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

This represents a US$300.0 million unsecured Iddiained by SM Prime on various dates in
2013. The loan bears an interest rate based odomimter-Bank Offered Rate (LIBOR) plus
spread, with a bullet maturity on March 23, 20B&rtion of the loan amounting to US$150.0
million is hedged against interest rate and fore@gchange risks using cross currency swap

contracts.

On January 29, 2013, SM Prime obtained US$200.J@milinsecured loan. 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 exchasige using cross currency swap contracts.

On April 23, 2014, a US$100 million out of a US$3@dlion unsecured loan was obtained by
SM Prime. The loan bears an interest rate bas&dBDR plus spread, with a bullet maturity on
April 14, 2019.

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

This represents a US$270.0 million unsecured Idaained by SM Prime on various dates in
2012 and 2011 from a US$270.0 million facility. €lleans bear interest rates based on LIBOR
plus spread, with a bullet maturity on March 211&0

U.S. Dollar-denominated Two-Year, Three-Year angkFiear Bilateral Loans
This consists of the following loans of SM Prime:

= The US$75.0 million unsecured loans were initialbfained 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$20.0 milliow she US$30.0 million unsecured loans
on June 1, 2009 and November 30, 2010, with origivadurity dates of November 19,2010
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and November 28, 2011, respectively. The remaibaignce of US$25.0 million will mature
on November 20, 2013.

=  US$10.0 million and US$40.0 million, out of US$5@n@lion five-year bilateral unsecured
loan, obtained in 2012 and 2013, respectively. [®ha bears interest rate based on LIBOR
plus spread, with a bullet maturity on August 3012

= US$30.0 million and US$20.0 million five-year bééaal unsecured loan drawn on
November 30, 2010 and April 15, 2011, respectivdlite loans bear interest rate based on
LIBOR plus spread, with a bullet maturity on Novesn80, 2015.

Other U.S. Dollar Loans
This account consists of the following loans of Bme:

»  US$25.0 million five-year bilateral unsecured lakawn on November 20, 2013. The loans
bear interest rate based on LIBOR plus spread, avihllet maturity on November 20, 2018
(see Note 28).

» US$20.0 million three-year bilateral unsecured Ideawn on July 13, 2010. The loan bears
interest rate based on LIBOR plus spread, withlketinaturity on January 14, 2013. The
loan was prepaid on January 13, 2012. The relatachortized debt issuance costs charged to
expense amounted to B25.0 million in 2012 (seeiN28 and 29).

China Yuan Renminbi-denominated Three-Year Loan

This represents a three-year loan obtained by SMe&wn March 28, 2011 amounting to ¥187.0
million out of ¥250.0 million loan facility to fingce the construction of shopping malls. The
Company prepaid portion of this loan amounting3@.8 million in 2013 and ¥18.0 million in
2012. The remaining ¥132.0 loan was paid in Ma@42 The loan has a floating rate with an
annual re-pricing at prevailing rate dictated bytta Bank of China less 5.00%. The loan bears
interest rate of 6.20% in 2014 and 2013.

China Yuan Renminbi-denominated Five-Year Loan
This consists of the following loans of SM Prime:

» A five-year loan obtained on August 26, 2009 amimgnto ¥350.0 million to finance the
construction of shopping malls. The loan is pagablsemi-annual installments until 2014.
The loan has a floating rate with an annual reipgiat prevailing rate dictated by Central
Bank of China less 10%. The loan carries an istesge of 5.76% in 2014 and 2013.

» A five-year loan obtained on August 27, 2010 amimgnto ¥150.0 million to finance the
construction of shopping malls. Partial drawdoataling ¥61.0 million was made in 2013
and was prepaid in June 2014. The loan has arftpedte with an annual re-pricing at
prevailing rate dictated by Central Bank of Chiess| 10.00%. The loan carries an interest
rate of 5.76% in 2014 and 2013.

The China yuan renminbi-denominated loans are edduy investment properties in China.

Philippine Peso-denominated Fixed Rate Term Loans
This consists of the following loans of SM Primelats subsidiaries:
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= Long-term loans amounting to B12,075.0 millionait¢d on various dates in 2013. The
loans bear fixed interest rates ranging from 4.00% 88% with maturities ranging from three
to ten years.

= Long-term loan amounting to B5,000.0 million ob&al on September 27, 2013. The loan
bears fixed interest rate of 4.77% and will matmeSeptember 27, 2018.

= Long-term loan amounting to B2,000.0 million ob&l on December 27, 2012. The loan
bears fixed rate of 4.72% and will mature on Decend3, 2015.

= Three-year loan obtained on October 4, 2013 amuogimd B315.0 million. The loan carries
an interest rate of 4.50% and will mature on Oatehe016.

= Three-year and five-year loans obtained on Aprjl20i14 and April 14, 2014 amounting to
B207.0 million and B208.0 million, respectiveljhe loans bear fixed interest rates of 4.50%
and 5.10% with maturity dates of April 11, 2017 amutil 11, 2019, respectively.

= Three-year and five-year loans obtained by SM Pamgbsidiaries on various dates in June
2014 amounting to B410.0 million. The loans bead interest rates of 4.50%, 5.00% and
5.10% with maturity dates of June 2017 and 2019.

Philippine Peso-denominated Five-Year and Ten-¥eard and Floating Rate Notes

This represents five-year and ten-year floatingfared! rate notes obtained by SM Prime on June
19, 2012 amounting to B3,450.0 million and B1,00fillion for the floating and B680.0 million
and B2,370.0 million for the fixed, respectiveljhe loans bear an interest rate based on
Philippine Dealing System Treasury Fixing (PDSTpkj)s margin for the floating and 6.22% and
6.81% for the five-year and ten-year fixed, respet. The loans have bullet maturities in 2017
and 2022, respectively. The Company prepaid agooof fixed rate notes amounting to B50.0
million on March 19, 2013. The related unamortidetht issuance costs charged to expense
amounted to R0.4 million in 2013.

Philippine Peso-denominated Five-Year, Seven-YedrTa&en-Year Fixed and Floating Rate Notes
This represents five-year floating, five-year, seyear and ten-year fixed rate notes obtained by
SM Prime on January 12, 2012 amounting to B20@l@m B1,012.0 million, B133.0 million,

and B3,655.0 million, respectively. The loansrtzesinterest rate based on PDST-F plus margin
for the five-year floating and 5.86%, 5.97% andd8clfor the five-year, seven-year and ten-year
fixed, respectively. The loans have bullet maigesitn 2017, 2019 and 2022, respectively. The
Company prepaid a portion of fixed rate notes artingrio B634.0 million on April 12, 2013.

The related unamortized debt issuance costs ch&mgegense amounted to B5.0 million in 2013.

Philippine Peso-denominated Five-Year, Seven-YpdrTaen-Year Corporate Notes

This represents a five-year floating and five-yseren-year and ten-year fixed rate notes
obtained by SM Prime amounting to B3,000.0 milligth,134.0 million, B52.0 million and B814.0
million, respectively, out of B7,000.0 million fhty 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 foritleeyfear 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. The Companygilea portion of fixed rate notes amounting
to B196.0 million on March 20, 2013. The relat@dmortized debt issuance costs charged to
expense amounted to

R2.0 million in 2013.
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Philippine Peso-denominated Five-Year and Ten-eaporate Notes

This represents five-year floating and fixed ratd ten-year fixed rate notes obtained on April 14,
2009 amounting to B200.0 million, B3,700.0 millend B1,100.0 million, respectively. The
loans bear an interest rate based on PDST-F plugimfar the five-year floating and 8.4% and
10.11% for the five-year and ten-year fixed, resipely. The loans have bullet maturities in 2014
and 2019, respectively. The Company prepaid #89B million and B3,700.0 million loans on
April 15, 2012, with original maturity date of Apfi5, 2014. The related unamortized debt
issuance costs charged to expense amounted 0 Rillfon in 2012.

Philippine Peso-denominated Five-Year Floating Radtes

This represents five-year floating rate notes eilgighion March 18, 2011 and June 17, 2011
amounting to B4,000.0 million and B1,000.0 millicespectively. The loans bear an interest rate
based on PDST-F plus margin and will mature on Ma@, 2016 and June 18, 2016,
respectively.

Philippine Peso-denominated Five-Year, Seven-YedrT@n-Year Fixed Rate Notes

This represents five-year, seven-year and tenfpest 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. Témeslamounting to B1,000.0 million, B1,200.0
and B800.0 were prepaid on June 17, 2011, 2012@if| respectively. The related unamortized
debt issuance costs charged to expense amour@dGanillion in 2011, B5.0 million in 2012

and B4.0 million in 2013.

Philippine Peso-denominated Fixed Rate CorporatesNo

= Series “A” and Series “B” peso-denominated fixet raorporate notes amounting to
B3,740.0 million and B2,460.0 million, respediiyéssued on June 3, 2013. The Series “A”
and Series “B” notes have fixed interest rates.57% and 5.88%, which are payable semi-
annually, and with maturity dates of June 3, 202 dune 3, 2023, respectively.

» Peso-denominated fixed rate corporate notes anmgutdiR2,000.0 million issued on
June 28, 2013. The loan bears fixed interestaiafe71% payable semi-annually with
maturity date of June 28, 2020.

= Series “A” and Series “B” peso-denominated fixet reorporate notes amounting to
B2,000.0 million and B8,000.0 million, respediiyen June 1, 2010. The Series “A” and
Series “B” notes have fixed interest rates of 6.76% 7.73%, which are payable semi-
annually, with maturity dates of June 1, 2013 amtkJ2, 2015, respectively. The notes were
pre-terminated in June 2013.

» Peso-denominated fixed rate corporate notes ammutiR6,313.0 million, issued on April
27,2012, The notes have fixed interest rate @f%. payable semi-annually with maturity
date of July 27, 2017. The notes were pre-terrathat June 2013.

Philippine Peso-denominated Five-Year Bilateralioa
This consists of the following loans obtained by Bhime and its subsidiary:
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Five-year term loan obtained on October 24, 201dusting to B500.0 million and will
mature on October 24, 2016. The loan carries i@ndst rate based on PDST-F plus an agreed
margin.

Five-year term loans amounting to B40.0 milliod &80.0 million obtained in 2010 with
fixed interest rate of 5.00%. Both loans will ntatin 2015. Portion of the principal amount
was paid amounting to B0.40 million in 2014 arddOBnillion in 2013 and 2012.

Other Peso Bank Loans

This consists of the following of SM Prime andstgsidiaries:

Five-year term loans amounting to B1,625.0 milliatained in 2009 and 2010. The loans
bear fixed interest rates ranging from 5.00% t®&®. Portion of the loans is collateralized by
AFS investments. A portion of the principal amowais paid amounting to

B9.0 million in 2012 and 2013, respectively.

Five-year loan obtained on June 29, 2010 amoumdiff,000.0 million and will mature on
June 29, 2015. The loan carries an interest egecdon PDST-F plus an agreed margin.

Five-year inverse floating rate notes obtainedwre23, 2010 amounting to B1,000.0 million.
The loans bear an interest rate based on agresirite less PDST-F and will mature on
June 23, 2015. The Company prepaid B175.0 miifdhe loan as at September 30, 2013.
The related balance of unamortized debt issuansts cbharged to expense amounted to B2.0
million in 2013.

Five-year bullet loan obtained on January 13, 28h0unting to B1,000.0 million and will
mature on January 13, 2015. The loan carriestareist rate based on PDST-F plus an agreed
margin.

Five-year bullet loan obtained on November 3, 28@@unting to B1,000.0 million and will
mature on November 3, 2014. The loan carriesestdrased on PDST-F plus on agreed
margin.

Five-year bullet loan obtained on October 16, 2@@@unting to B2,000.0 million. The loan
bears an interest rate based on PDST-F plus aadgrargin and will mature on
October 16, 2014.

Ten-year bullet fixed rate loan obtained on Audi&t2006 amounting to B1,200.0 million.
The loan carries a fixed interest rate of 9.75%\&iidnature on August 16, 2016.
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Repayment Schedule

The repayments of long-term debt are scheduledliasvs:

Gross Loa Debt Issue Co Nel
(In Thousands)

2014 B0,941,29 (B282,069 B30,659,228
2015 9,818,82 (253,294 9,565,526
2016 24,811,80 (185,717 24,626,083
2017 28,729,74 (273,704 28,456,038
2018 45,597,35 (291,506 45,305,844
2019 37,234,36 (265,855 36,968,505
2020 13,752,57 (34,717 13,717,853
2021 16,990,88 (130,829 16,860,051
202: 13,767,07 (59,575 13,707,49
2023 4,519,76 (1,969) 4,517,791
2024 20,207,888 (203,945 20,003,936

B246,371,53 (B1,983,18C B244,388,350

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, 2014 and December 31, 2013, the Groupcizmpliance with the terms of its loan
covenants.

19. Equity

Capital Stock

a. Common stock
Number of Shares

June 3Q December 3:
2014 201z
Authorized - P10 par value per share 1,190,000,000  1,190,000,0C
Issued:
Balance at the beginning of the year 796,272,268 622,974,62
Issuances — 173,297,64
Balance at the end of the year 796,272,268 796,272,26
Subscribed:
Balance at the beginning of the year 796,272,268 622,974,62
Issuances — 173,297,64
Balance at the end of the year 796,272,268 796,272,26
Issued and subscribed 796,272,268 796,272,26

On June 14, 2013, the SEC approved the increaagtiorized capital stock of SMIC from
R6,900.0 million to R11,900.0 million.

On August 7, 2013, the SMIC entered into a Placérgreement with certain shareholders
and UBS AG, Hong Kong Branch (the “Placement Aggnthere the selling shareholders
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shall sell 7.3 million common shares (the “Saler8§9 at B900.00 per share to the Placement
Agent, or to investors that the Placement Agent pragure outside the Philippines.

On August 24, 2012, SMIC entered into a Placemgmedment with certain shareholders and
Macquarie Capital PTE. Limited (the “Placement Ajgemwhere the selling shareholders

shall sell 9.1 million SMIC common shares (the ¥8hares”) at B700.00 per share to the
Placement Agent, or to investors that the Placergaht may procure outside the
Philippines.

In 2013 and 2012, the SMIC simultaneously enteméala Subscription Agreement with the
selling shareholders, where the Company agreesste inew common shares (out of its
authorized but unissued capital stock) in an ameguoal to the aggregate number of the Sale
Shares sold by the Selling Shareholders and the@&hareholders agreed to subscribe to
the said shares.

The placement and subscription agreements incré@sgiital Stock” and “Additional paid-in
capital” in the amount of B72.5 million and B&3¥million in 2013.

In 2013 and 2012, 8,390,334 common shares and,b321@ommon shares, respectively,
were issued as a result of conversion of SMIC’sredible bonds (see Note 18). The excess
of the conversion price over par value totalingB8.7 million in 2013, are presented under
“Additional paid-in capital” account in the constdited balance sheets.

As at June 30, 2014 and December 31, 2013, thatf@oenpany is compliant with the
minimum public float as required by the PSE.

The following summarizes the information on thegP@iCompany’s registration of securities
under the Securities Regulation Code:

Authorized No. of Issue/Offer
Date of SEC Approval Shares  Shares Issued Price
March 200! 105,000,00 B25(
November 6, 20C 56,000,000 218
June 14, 2007 100,000,000 10
April 25, 2007 25,023,03 10
October 4, 2010 340,858 453
November 3, 201 309,387 453
November 25, 201 309,386 453
August 17, 2011 10,668 453
September 26, 2011 170,696 453
January 2, 2012 21,337 453
January 10, 2012 16,002 453
January 11, 2012 298,718 453
January 26, 20: 90,68: 45¢
February 3, 2012 679,584 453
February 8, 2012 279,515 453
March 8, 201 250,07( 452
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
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Authorized No. of Issue/Offer
Date of SE(Approva Share Shares Issut Price
February 20, 2013 688,668 781
February 25, 201 87,45( 781
February 28, 2013 109,312 781
March 4, 2013 76,518 781
March 6, 201 54,65¢ 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
March 19, 2013 218,625 781
March 20, 2013 153,037 781
March 22, 2013 120,243 781
March 25, 201 207,69: 781
April 2, 201z 546,56: 781
April 3, 2013 174,900 781
April 5, 201z 163,96¢ 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, 2013 32,793 781
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, 2013 207,693 781
May 13, 2013 54,656 781
May 16, 201. 109,31: 781
May 17, 2013 546,562 781
May 20, 2013 54,656 781
May 24, 201. 163,96! 781
May 28, 2013 185,831 781
May 29, 2013 207,693 781
June 4, 201 163,96¢ 781
June 5, 2013 54,656 781
June 6, 2013 32,793 781
June 7, 2013 21,862 781
June 14, 2013 500,000,000 10
June 24, 2013 10,931 781
July 5, 2013 109,312 781
July 18, 2013 82,053 625

July 19, 2013 164,108 625
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Authorized No. of Issue/Offer
Date of SE(Approva Share Shares Issut Price
July 26, 2013 82,054 625
July 29, 201 41,027 62¢
July 30, 2013 136,757 625
August 1, 2013 157,629,986 10
August 1, 201 7,250,00! 90C
October 17, 2013 27,328 10
October 17, 2013 68,378 625
October 25, 2013 136,755 625
November 1, 201 27,351 625

The Company declared stock dividends in 2013 al®d 20 he total number of shareholders
of the Parent Company was 1,249 and 1,263 as anilmsr 31, 2013 and 2012, respectively.

Redeemable preferred shares

Numbe of share
June 30, December 31,
2014 2013
Authorized - P10 par value per share 10,000,000 10,000,000

There are no issued and subscribed preferred shaussJune 30, 2014 and December 31,
2013.
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Cost of Parent Common Shares Held by Subsidiaries

Certain subsidiaries hold common shares of therlP&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 subsidiaries &dsne 30, 2014 and December 31, 2013
amounting to B25.4 million pertains to 98,502 skawith an average cost of B257.7 per share.

In 2013, SM Land disposed 389,612 Parent Compamyram shares for B371.0 million. The
disposal resulted in a total gain of B267.7 millehere the portion of the gain pertaining to the
interest of the Parent Company and Non-controilihgrest is recognized under

“Additional paid-in capital” and “Non-controllinghterests” account, respectively, in the
consolidated balance sheets.

Equity Adjustments from Common Control Transactions

Equity adjustments from business combination uedarmon 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 acquisitiwere considered as business reorganizations
of companies under common control. Thus, the atéguis were accounted for similar to pooling
of interest method.

In 2013, the Group entered into a corporate restring to consolidate all of the SM Group’s real
estate subsidiaries and real estate assets unelsimmbe listed entity. At the consolidated level,
all transactions with the subsidiaries were considi@s equity transactions. The adjustment
resulting from these transactions was also recaoirdéds account.

Retained Earnings

a. Appropriated

On December 14, 2012, the BOD approved the aptiqmi of B35,000.0 million retained
earnings.

On April 25, 2013, the BOD approved to reverseDB8.,0 million of the appropriation.
As at June 30, 2014 and December 31, 2013, theppated retained earnings is intended for
the following projects:

June 3(
Projects Timeline 2014
(In Thousands)
Hotel projects 2013-2015 B8,000,000
Commercial buildings 2012-2016 10,000,000
Acquisition of investments 2012-2018 9,000,000
B27,000,000

b. Unappropriated

On April 30, 2014, the BOD approved the declaratibnash dividends of 103.4% of the par
value or B10.34 per share for a total amount8288.5 million in favor of stockholders on
record as at May 30, 2014. This was paid on Jéne@14.
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On April 25, 2013, the BOD approved the declaratibnash dividends of 118.0% of the par
value or B11.80 per share for a total amount7o#®.0 million in favor of stockholders on
record as at May 24, 2013. This was paid on JOn2@13. On the same date, the BOD
approved the declaration of 25% stock dividendswor of stockholders on record to be fixed
by the SEC.

On June 24, 2013 and July 12, 2013, the SEC apprtrecissuance of 157,000,000 and
629,986 shares as stock dividends to stockholdersamrd as of July 8, 2013. The stock
dividends were issued on August 1, 2013.

The balance of retained earnings includes the agladed equity in net earnings of
subsidiaries, associates and joint ventures amuytai B116,105.2 million and

P108,146.6 million as at June 30, 2014 and DeceBhe2013, respectively. Such amounts
are not available for distribution until such tinhat the Parent Company receives the
dividends from the respective subsidiaries, asgegiand joint ventures.

20. Related Party Transactions

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

The following are the significant transactions wigtated parties:
a. Rent

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

b. Management and Service Fees

The Group pays management fees to Shopping Certieagdment Corporation and Family
Entertainment Center, Inc. (related parties underraon stockholder) for the management of
the office and mall premises. The Group also glesimanpower and other services to related
parties under common stockholder.

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

c. Dividend Income

The Group has investment in certain related pantieer common stockholder classified as
AFS equity instruments. The Group earn income ftio@se investments upon the declaration
of dividends by the investees.

d. Cash Placements and Loans
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The Group has certain bank accounts and cash péetertihat are maintained with BDO
and China Bank (Bank Associates). Such accountsieirest based on prevailing market
interest rates (see Notes 5 and 7).

The Group also availed of bank loans and long-eibt from BDO and China Bank and pays
interest based on prevailing market interest r@es Note 18).

e. 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.

Following is the summary of related party transattiand outstanding balances as at June 30,
2014 and 2013 and December 31, 2013.

Outstanding Amount
Amount of Transactions Asset (Liability)

Terms Conditions
June 30, June 30, June 30, December 31,
2014 2013 2014 2013
(Unaudited) (Unaudited) (Unaudited) (Audited)
(In Thousands)
Banking Group
Cash placement and . .
securities 9,288,296 B P108,909,886  R99,621,500 0 010 >TEN P
. Interest bearing Unsecured;
Interest income 1,220,938 1,638,649 782,245 798,688  0.6% t0 5.42% no impairment
Interest-bearing
Loans 5,697,837 - 27,887,837 22,190,000  2.75% to 5.69% Unsecured
Interest-bearing
Interest expense 595,413 299,842 149,380 41,054  2.75% 10 5.69% Unsecured
Rent income Noninterest Unsecured,
297,453 19,654 153,887 3,060 bearing no impairment
Dividend receivable Noninterest Unsecured;
2,470,356 - 2,470,356 - bearing no impairment
Retail Entities under
common Stockholders
Rent income Noninterest Unsecured;
2,079,672 2,534,748 1,995,965 2,611,290 bearing no impairment
. Noninterest Unsecured;
Management fee income 223,580 269,492 85,845 54,533 bearing no impairment
Noninterest Unsecured;
Management fee expense 550,295 483,607 165,927 109,177 bearing no impairment
- . Noninterest Unsecurehbgd,;
Dividend receivable (131,365) - 588,496 719,861 bearing no impairment
Service income Noninterest Unsecured;
330,856 365,307 116,657 4,998 bearing no impairment
Due from related parties Noninterest Unsecured
p (384,742) - 949,334 1,334,076 bearing
Due to related parties Noninterest Unsecured
p (675,758) - 1,415,547 2,091,305 bearing
Receivable for project Noninterest- Unsecured;
development (3,231,672) - - 3,231,672 bearing no impairment

Terms and Conditions of Transactions with Relatadi€s

For the periods ended June 30, 2014 and Decemb2033, the Group did not make any
provision for doubtful accounts relating to amoumtged by related parties. An assessment is
undertaken at each financial report cutoff datexsgmining the financial position of the related
party and the market in which the related partyrafgs. There have been no guarantees provided
or received for any related party receivables gapkes. Related parties under common
stockholders refer to an entity, that is neithpagent, subsidiary, nor an associate, with
stockholders common to the SM Group or under comoairol.
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21.

Cost of Merchandise Sales

This account consists of:

June 3Q June 30,
2014 2013
(In Thousands)
Merchandise inventories at the beginning of théoger P13,232,308 P13,402,762
Purchase 69,887,92 63,131,95
Total goods available for sale 83,120,23 76,534,721
Less merchandise inventoriestheend ofthe perioc 13,782,600 13,267,28

P69,337,63 P63,267,434

22.

Income tax

The deferred tax assets of B2,449.9 million=s2d 2.8 million as at as at June 30, 2014 and
December 31, 2013, respectively, represent theffaxts of defined benefit liability, unamortized
past service cost, unrealized foreign exchangedondwthers, accrued leases, MCIT, unrealized
marked-to-market loss on investments, deferrednimecon sale of real estate and NOLCO.

The deferred tax liabilities of B8,238.7 milliondaR6,970.5 million as at June 30, 2014 and
December 31, 2013 respectively, consist of theefBects of trademarks and brand names,
capitalized interest, unrealized foreign excharaja,ginrealized gross profit on sale of real estate
accrued/deferred rent income, unrealized markedddket gain on investments, and Unamortized
past service cost and defined benefit asset. Wpeaportionate relationship between income
before income tax and the provision for incomeisadue to various factors such as interest
income already subjected to final tax, non-dedleiifiterest expense, equity in net earnings of
associates, and dividend income exempt from tax.

The Group’s consolidated deferred tax assets &snat 30, 2014 and December 31, 2013 have
been reduced to the extent that part or all ofi#ferred tax assets may no longer be utilizeden th
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 fixedhtiidy rent which is calculated by reference to a
fixed sum per square meter of area leased excefdviotenants, which pay either a fixed monthly
rent or a percentage of gross sales, whicheveglgh
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Upon inception of the lease agreement, tenantsegréred to pay certain amounts of deposits.
Tenants’ deposits amounted to B11,522.5 milliofioniand B10,527.6 million as at June 30,
2014 and December 31, 2013, respectively.

The future minimum lease receivables under the anacellable operating leases of the Group as
at June 30, 2014 and December 31, 2013 are awfollo

June 30, December 3:
201¢ 2013

(In Millions)
Within one year B1,685 B2,06¢
After one year but not more than five years 8,141 7,33(
After five year: 3,14: 3,15¢
Balance at end of year B12,968 P12,55°

SM Prime and its subsidiaries also lease certaicefsmof 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 tmchsonditions. Rental payments are
generally computed based on a certain percentailye gfross rental income or a certain fixed
amount, whichever is higher.

The future minimum lease payables under the nomtlaide operating leases of SM Prime as at
June 30, 2014 and December 31, 2013 are as follows:

June 3Q December 3:
2014 2013

(In Millions)
Within one year B1,597 P73t
After one year but not more than five ye 6,564 3,261
After five years 58,758 27,33(
Balance at end of ye B66,919 B31,32¢

24,

Financial Risk Management Objectives and Policies

The Group’s principal financial instruments, othin derivatives, comprise of bank loans,
long-term debt, AFS investments, investments haldr&ding, 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 financi@truments 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 #teysummarized in the following tables. The
Group’s accounting policies in relation to derivas are set out in Note 3.



Interest Rate Risk

The following tables set out the carrying amouwtmaturity, of the Group’s long-term financial liitles that are exposed to interest rate risktatune 30, 2014 and December
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31, 2013:
June 3C, 2014
Below 1 Yea 1-2 Years 2-3 Years 3-5 Years Over 5 Years Total Debt Issue Cos Carrying Amount
(In Thousands)

Fixed Rate

Foreign Currency Loans:
US$400 million fixed rate bonds $- $- $38468¢€ $- $- P11,290,84 (R97,436) B11,193,41
Interest rate - - 5.50% - -
US$500 million fixed rate bonds 379,15t - - 22,050,83 (13,067) 22,037,77
Interest rate 6.00% - - - -
US$250 million convertible bonds - - - 84,08« - 3,732,91! (50,71%) 3,682,20
Interest rate - - - 1.63% -
US$500 million Senior bonds - - - 500,00( - 21,825,00 (191,249 21,633,75
Interest rate - - - 4.25% -
US$350 million Senior bonds - - - - 350,00( 15,277,50 (175,96¢) 15,101,53
Interest rate - - - - 4.88%

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

ten-year fixed rate notes - B7,553,600 B11,846,900 B12,140,720 B14,518,380 46,059,600 (195,451) 45,864,149

Interest rate - 45%-6.81% 4.00%-6.81% 5.40%-6.81% 5.40%-6.81%
Five-year and seven-year retail bonds - 1,000,001 - - - 1,000,001 (1,608 998,39.
Interest rate - 9.10% - - -
Seven-year and ten-year retail bonds - - - 4,648,46! 22,683,81 27,332,27 (213,82) 27,118,44
Interest rate - - - 6.00% 5.30%-6.94%
Interest rate
Other bank loans 1,381,30! 1,672,85! 8,271,001 5,251,75! 2,085,90! 18,662,80 (145,25) 18,517,54
Interest rate 5.00%-7.00% 4.50%-9.75% 3.98%-5.88% 4.39%-5.88% 4.03%-5.88%

Variable Rate

Foreign Currency Loans:
US$ five-year term loans - $320,001 $50,00( - - 16,150,50 (155,89) 15,994,60
Interest rate —  LIBOR+margin% LIBOR+margin% - -
China Yuan renminbi loans ¥2€4,00( ¥60,90( - - - 1,477,72 - 1,477,72:

(Forward)
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June3(C, 2014

Below 1 Yea 1-2 Years 2-3 Years 3-5 Years Over 5 Years Total Debt Issue Cos Carrying Amount
(In Thousands)
Interest rate 5.76% 5.76% - - -
USS$ bilateral loans - - $25,00( - - B1,091,25! (B4,890) B1,086,36!
Interest rate - —  LIBOR+margin% - -
US$ five-year syndicated loans - - $500,001 - - 26,190,00 (507,939 25,682,06
Interest rate - -  LIBOR+margin% - -
Other bank loans - - $120,001( - - 5,238,001 (132,35) 5,105,64
Interest rate - -  LIBOR+margin% - -
Peso Loans: - - - - -
Peso loans collateralized with time deposits B- B- B2,900,00! B- B- 2,900,001 (1,749 2,898,25
Interest rate - — PDST-F+margin% - -
Five-year, seven-year and ten-year corporate notes 68,00( 5,776,00! 16,00( 736,00( - 6,596,001 (29,92%) 6,576,07
Interest rate PDST-F+margin%  PDST-F+margin%  PDST-F+margin%  PDST-F+margin% -
Five-year and ten-year corporate notes - 89,00( 3,332,001 20,00( 920,00( 4,361,001 (43,010 4,317,991
Interest rate - PDST-F+margin%  PDST-F+margin% PDST-F+margin%  PDST-F+margin%
Five-year floating rate loan - 4,850,001 - - - 4,850,001 (15,89)) 4,834,10:
Interest rate - PDST-F+margin% - - -
Five-year bilateral loans - 500,00( - - - 500,00( (1,29¢) 498,70:.
Interest rate — PDST-F+margin% - - -
Other bank loans 5,000,010 2,785,28 - 2,000,00! - 9,785,28 (15,674) 9,769,60
Interest rate PDST-F+margin% PDST-F+margin% — _PDST-F+margin% =
B246,371,53 (P1,983,18C B244,388,35




- 63 -

December 31, 2013

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 $- $— $383,463 $— $— R17,023,867 (R112,588) 16,911,280
Interest rate - - 5.50% - -
US$500 million fixed rate bonds 379,156 - - - - 16,832,631 (42,037) 16,790,593
Interest rate 6.00% - - - -
US$250 million convertible bonds - - - 84,084 - 3,732,919 (60,787) 3,672,132
Interest rate — — — 1.63% —
US$500 million Senior bonds - - - - 500,000 22,197,500 (210,645) 21,986,855
Interest rate — — — — 4.25%

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

ten-year fixed rate notes = = B2,000,000 B18,757,800 BP11,605,600 32,363,400 (175,781) 32,187,619

Interest rate - - 4.72% 4.00%-6.81% 5.90%-10.11%
Five-year and seven-year retail bonds 8,400,000 - 1,000,000 - - 9,400,000 (13,795) 9,386,205
Interest rate 8.25% - 9.10% - -
Seven-year and ten-year retail bonds - - - - 13,082,270 13,082,270 (89,961) 12,992,309
Interest rate - - - - 6.00%-6.94%
Ten-year corporate notes - - - - 1,100,000 1,100,000 (6,906) 1,093,094
Interest rate - - - - 10.11%
Other bank loans 1,379,500 1,538,100 315,000 - 7,350,000 10,582,600 (26,880) 10,555,720
Interest rate 5.00%-5.68% 5.00%-9.75% 4.50% - 4.03%-5.88%

Variable Rate

Foreign Currency Loans:
US$ five-year term loans - - $570,000 - - 25,305,150 (426,877) 24,878,273
Interest rate - - LIBOR+margin% - -
China Yuan renminbi loans ¥386,761 ¥62,782 - - - 3,197,597 - 3,197,597
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December 31, 2013

Interest rate

PDST-F+margin%  PDST-F+margin%

PDST-F+margin%

PDST-F+margin%

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

Interest rate — — —
US$ bilateral loans - $25,000 - R1,109,876 (B5,995) P1,103,881
Interest rate - LIBOR+margin% -
US$ five-year syndicated loans - 500,000 - 22,197,500 (473,025) 21,724,475
Interest rate - LIBOR+margin% -
Other bank loans 50,000 50,000 - 4,439,500 (55,869) 4,383,631
Interest rate LIBOR+margin% LIBOR+margin% -

Peso Loans: — — —
Peso loans collateralized with time deposits B3,000,000 =2 =2 3,000,000 (3,457) 2,996,543
Interest rate PDST-F+margin% - -
Five-year, seven-year and ten-year corporate notes 1,746,000 - 4,850,000 6,596,000 (25,068) 6,570,932
Interest rate PDST-F+margin% - PDST-F+margin%
Five-year and ten-year corporate notes - 3,415,500 990,000 4,405,500 (28,297) 4,377,203
Interest rate - PDST-F+margin% PDST-F+margin%
Five-year floating rate loan 4,900,000 - - 4,900,000 (20,390) 4,879,610
Interest rate PDST-F+margin% - -
Five-year bilateral loans 500,000 - - 500,000 (1,545) 498,455
Interest rate PDST-F+margin% - -
Other bank loans - 198,000 2,000,000 9,991,460 (21,830) 9,969,630

P211,957,770

(P1,801,733)

P210,156,037
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Fixed rate financial instruments are subject to\alue interest rate risk while floating rate
financial instruments are subject to cash flowregerate risk.

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

The Group’s policy is to manage its interest cast@ 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 and
cross-currency swaps, in which the Group agreegthange, at specified intervals, the difference
between fixed and variable rate interest amouritsilzdied by reference to an agreed notional
amount. The interest rate swaps economically hduganderlying debt obligations. The cross-
currency swaps were designated by the Group ursdérfiow hedge accounting (see Note 25).
As at June 30, 2014 and December 31, 2013, akiggtanto account the effect of the swaps,
approximately 63.0% of the Group’s borrowings aeptkat 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 androwp investment and cash flow planning, the
Group enters into foreign currency swap contrdotejgn cross-currency swaps, foreign currency
call options, non-deliverable forwards and foretgmrency range options (see Note 25) with the
aim of reducing and/or managing the adverse imgiacthanges in foreign exchange rates on
financial performance and cash flows.

The Group’s foreign currency-denominated monetasgts and liabilities amounted to
B104,368.2 million (US$2,390.7 million) and B1I#D.6 million (US$2,705.4 million),
respectively, as at June 30, 2014, and B84,97lliam{US$1,914.0 million) and B100,887.5
million(US$2,272.5 million), respectively, as atd@enber 31, 2013.

As at June 30, 2014 and December 31, 2013, appabedy18.5% and 41.7%, respectively, of the
Group’s total consolidated bank loans and long-teéetnt were denominated in US Dollars. Thus,
appreciation of the Philippine peso against theDd8ar will decrease both the principal amount
of the foreign currency-denominated debt and istezgpense 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 B43.65 to US$1.0®R4Ad0 to US$1.00, the Philippine peso to
U.S. dollar exchange rates as of June 30, 201Dandmber 31, 2013, 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.

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
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opportunities to pursue fund-raising initiativeEhese initiatives may include bank loans, export
credit agency-guaranteed facilities and debt chaitd equity market issues.

The Group’s financial assets, which have maturitfdess 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 amounting to B45,718.5 million, B42,755il8an and B1,437.7 million, respectively, as at
June 30, 2014 and B50,209.7 million, B28,912llfomiand R459.8 million, respectively, as at
December 31, 2013 (see Notes 5, 6 and 7). Thep&igo has readily available credit facility
with banks and related parties to meet its longrtinancial liabilities.

The tables below summarize the maturity profiléhaf Group’s financial liabilities as at June 30,
2014 and December 31, 2013 based on the contragidacounted payments:

June 30, 2014

More than
On Demand Less than 1 Year 2105 Years 5 Years Total
(In Thousands)
Bank loans B- B25,478,00 B- B- B25,478,00
Accounts payable and other
current liabilities* - 55,991,420 - - 55,991,420
Long-term debt (including
current portion) - 33,592,936 129,138,133 132,665,385 295,396,454
Derivative liabilities:**
Interest rate swaps - - 116,64 - 116,64¢
Multiple derivatives
on convertible bonds - 1,313,034 - - 1,313,034
Dividends payable - 341,01} - - 341,01!
Tenants’ deposits - 100,02: 11275,41¢ 161,00¢€ 11,536,44
B- £116,816,43 £140,530,20 £132,826,39 £390,173,02
December 31, 2013
More than
On Demand Lessthan 1 Year 2to 5 Years 5 Years Total
(In Thousands)
Bank loans = B27,588,259 = B— B27,588,259
Accounts payable and other
current liabilities* - 63,571,297 - - 63,571,297
Long-term debt (including
current portion) - 38,296,386 138,091,911 66,216,033 242,604,330
Derivative liabilities:**
Interest rate swaps - - 159,974 - 159,974
Multiple derivatives
on convertible bonds - 845,429 - - 845,429
Dividends payable - 210,189 - - 210,189
Tenants’ deposits — 62,317 10,274,136 201,543 70958
B— B130,573,877 B148,526,021 B66,417,576 BBAR74

* Excluding payable to government agencies of B3,% million and B3,671.6 million as at June 3012 and December 31, 2013,
respectively, the amounts of which are not considess financial liabilities.
** Based on estimated future cash flows.

Credit Risk

The Group trades only with recognized, creditworsated and third parties. It is the Group’s
policy that all customers who wish to trade on trestms are subject to credit verification
procedures. In addition, receivable balances amgitored 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,
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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 relatedlthird 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, 2014 and December 31, 2013, thedialeassets, except for certain receivables
and AFS investments, are generally viewed by manageas good and collectible considering
the credit history of the counterparties. Pastatuenpaired financial assets are very minimal in
relation to the Group’s total 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. This pertains to a counterparty who is not etguby the Group to default in
settling its obligations, thus credit risk exposisgreninimal. This normally includes large prime
financial institutions, companies and governmemnages.

Standard Quality Other financial assets not belonging to highigufinancial assets are
included in this category.

As at June 30, 2014 and December 31, 2013, thé arelyses of the Group’s financial assets
that are neither past due nor impaired are asvistio

June 3(, 201«
High Quality Standard Quality Total
(In Thousands)

Cash and cash equivalents

(excluding cash on har P44,910,28 P— B44,910,28
Time deposits and sharm investmen

(including noncurrent portion) 69,382,363 - 69,382,363
Investments held for trading -

Bonds 451,750 - 451,750
AFS investments 19,928,282 3,919 19,932,201

Receivables - net (including noncurrent

portion of receivables from real

estate buyer 31,260,30 5,146,49 36,406,80
Advances and other receivables - net

(includes non-trade receivables,

advances and deposits, receivable

from banks and credit card, accrued

interest receivable, and adwas for

project development under “Other

current assets” account in the

consolidated balance sheet) 9,622,545 - 9,622,545
Derivative assets (included under “Other

noncurrent assets” account in the

consolidated balance sheet) 1,948,210 — 1,948,210

P177,503,739 5,150,410 P182,654,149
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December 31, 2013
High Quality Standard Quality Total
(In Thousands)

Cash and cash equivalents

(excluding cash on hand) B48,999,592 B- B48,999,592
Time deposits and sharm investmen

(including noncurrent portion) 55,993,600 - 55,993,600
Investments held for tradir-

Bonds 459,754 - 459,754
AFSinvestment 17,154,40 3,91¢ 17,158,31

Receivable- net (including noncurrer

portion of receivables from real

estate buyers) 30,313,593 5,802,860 36,116,453
Advances and other receivables - net

(includes non-trade receivables,

advances and deposits, receivable

from banks and credit card, accrued

interest receivable, and advances

project development under “Other

current assets” account) 13,649,588 - 13,649,588
Long-term notes (included under “Other
noncurrent assets” account) 218,124 - 218,124
Derivative assets (included under “Other
noncurrent assets” account) 2,643,487 - 2,643,487
P169,432,13 B5,806,77: B175,238,91

Equity Price Risk

The Group’s exposure to equity price pertainsganvestments 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 sdesrit its investment portfolio based on
market expectations. Material equity investmerithiwthe portfolio are managed on an
individual basis and all buy and sell decisionsagrproved by management.

Capital Management
Capital includes equity attributable to the owrdrthe Parent.

The primary objective of the Group’s capital marmagat 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.

The Group monitors its capital gearing by measutiirggratio of net interest-bearing debt divided
by total capital plus net interest-bearing debt iawberest-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 heldréding, 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,
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reduced by related pledged time deposits. The @sauideline is to keep the gearing ratio at not

lower than 50:50.

As at June 30, 2014 and December 31, 2013, thepGreatio of net interest-bearing debt to total
capital plus net interest-bearing debt and ratimigfest-bearing debt to total capital plus intere

bearing debt were as follows:

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

June 30, December 31,
2014 2013

Bank loans
Long-term debt
Less:
Cash and cash equivalents
(excluding cash on hand)
Time deposits and short-term investments

(In Thousands)

25,478,009 P27,588,259
244,388,350 210,156,037

(44,910,280)  (48,999,592)
(69,382,363)  (55,993,600)

AFS investments (bonds and corporate n (5,547,39C (5,539,822
Investments held for trading-bonds (451,750) (459,754)
Long-term notes included under

“Other noncurrent assets” acco - (218,124

Total net interest-bearing debt (a)
Total equity attributable to owners of the Pa

149,574,576 126,533,404
226,06(,61¢ 219,433,81

Total net interest-bearing debt and equity
attributable to owners of the Parent (b)

P375,635,191 B345,967,221

Gearing ratio (a/b)

40% 37%

Interest-bearing Debt to Total Capital plus Intetesaring Debt

June 30, December 31,
2014 2013

Bank loan
Long-term debt

(In Thousands)

P25,478,009 B27,588,25
244,388,350 210,156,037

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

269,866,359 237,744,29
226,060,615 219,433,817

Total interest-bearing debt and equity attributable
owners of the Parent (b)

RP495,926,974 PB457,178,113

Gearing ratio (a/t

54% 52%
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25. Financial Instruments

Fair Values
The following table sets forth the carrying valaesl estimated fair values of financial assets and
liabilities, by category and by class, recognize@i&June 30, 2014 and December 31, 2013:

June 30, 201«
Quoted Price: Significant Significant
in Active Observable Unobservable
Carrying Markets Inputs Inputs
Value Total (Level 1) (Level 2) (Level 3)

(In Thousands)

Assets Measured at Fair Value
Financial assets at FVPL:

Investments held for trading Bonds P451,75( P 451,75( B 451,75( B- B-
Derivative assets 1,948,210 1,948,210 — 1,948,210 -
2,399,960 2,399,960 451,750 1,948,210 -
AFS investments:
Shares of stock 14,371,98 14,371,98 14,371,98 - -
Bonds and corporate notes 5,547,390 5,547,390 5,547,390 - -
Club shares 12,83( 12,83( 12,83( — -

19,932,20 19,932,20 19,932,20 - -
22,332,16 22,332,16 20,383,95 1,948,211 -

Assets for which Fair Values are Disclose
Loans and receivables:

Cash and cash equivalents 45,718,54 45,718,54 - - 45,718,54
Time deposits and short-term investments

(including noncurrent portion) 69,382,363 71,432,724 - - 71,432,724
Receivables - net (including noncurrent portion

of receivables from real estate buyers) 42,236,830 39,831,613 - - 39,831,613

Advances and other receivables - net (included
under “Other current assets” account in the
consolidated balance sheets) 9,622,545 9,622,545 - - 9,622,545
166,960,279 166,605,423 — — 166,605,423
P189,292,440 PR188,937,584 PB20,383,951 B1,948,28166,605,423

Liabilities Measured at Fair Value
Financial Liabilities at FVPL:
Derivative liabilities B1,429,62 1,429,612 B- P116,6:8 BP1,313,03
Liabilities for which Fair Values are Disclose(
Other Financial Liabilities:

Bank loans 25,478,00 25,478,00 - - 25,478,00
Accounts payable and other current liabilities* 55,991,42 55,991,42 - - 55,991,42
Long-term debt (including current portion and - -
net of unamortized debt issue cost) 244,388,350 255,627,878 255,627,878
Dividends payable 341,015 341,015 - - 341,015
Tenants’ deposits and others 18,961,98 13,847,20 - - 13,847,20
345,160,78  351,285,52 - — 351,285,52
B346,590,46 B352,715,20 B- B116,64¢ P352,598,55
*Excluding payable to government agencies of P3,8Inillion at June 30, 2014, the amounts of whiehnot considered as financial
liabilities.

December 31, 2013
Quoted Prices  Significant Significant
in Active Observable Unobservable
Carrying Markets Inputs Inputs
Value Total (Level 1) (Level 2) (Level 3)

(In Thousands)

Assets Measured at Fair Value
Financial assets at FVPL:
Investments held for trading -

Bonds B459,754 B459,754 B459,754 B— =3
Derivative assets 2,643,487 2,643,487 — 2,643,487 —
3,103,241 3,103,241 459,754 2,643,487 -

AFS investments:
Shares of stock 11,607,236 11,539,018 11,539,018 - -
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December 31, 2013
Quoted Prices  Significant Significant
in Active Observable Unobservable

Carrying Markets Inputs Inputs
Value Total (Level 1) (Level 2) (Level 3)
(In Thousands)
Bonds and corporate notes 5,539,822 5,539,822 9B33 - -
Club shares 11,260 11,260 11,260 - -

17,158,318 17,090,100 17,090,100 - -
20,261,559 20,193,341 17,549,854 2,643,487 -

Assets for which Fair Values are Disclosed
Loans and receivables:

Cash and cash equivalents 50,209,657 50,209,657 - - 50,209,657
Time deposits and short-term investments

(including noncurrent portion) 55,993,600 58,549,48 - - 58,549,481
Receivables - net (including noncurrent portion

of receivables from real estate buyers) 37,274,23736,390,140 - - 36,390,140

Advances and other receivables - net (included

under “Other current assets” account in the

consolidated balance sheets) 13,649,588 13,649,588 - - 13,649,588
Long-term notes (included under “Other

noncurrent assets” account in the

consolidated balance sheets) 218,124 264,656 — — 4,626

157,345,206 159,063,522 — — 159,063,522
B177,606,765 P179,256,863 PB17,549,854 B2,643,48159,063,522

Liabilities Measured at Fair Value
Financial Liabilities at FVPL:
Derivative liabilities B1,005,403 B1,005,403 - B B159,974 B845,429
Liabilities for which Fair Values are Disclose(
Other Financial Liabilities:

Bank loans 27,588,259 27,588,259 27,588,259 - -

Accounts payable and other current liabilities* 553,297 63,571,297 - - 63,571,297

Long-term debt (including current portion and

net of unamortized debt issue cost) 210,156,037 7234629 - - 224,775,629
Dividends payable 210,189 210,189 - - 210,189
Tenants’ deposits and others 17,967,224 13,047,622 — - 13,047,622
319,493,006 329,192,996 27,588,259 — 301,604,737

B320,498,409 P330,198,399 P27,588,259 B159,9302,450,166

*Excluding payable to government agencies of BB,6illion at December 31, 2013, the amounts a€lvare not considered as
financial liabilities.

During the six-month period ended June 30, 2014th@gear ended December 31, 2013, there
were no transfers between Level 1 and Level 2/&e measurements and no transfers into and
out of Level 3 fair value measurements.

Fair Value Hierarchy

All financial instruments for which fair value isgognised or disclosed are categorised within the
fair value hierarchy, based on the lowest levelitrtpat is significant to the fair value
measurement as a whole, as follows:

= Level 1 - Quoted (unadjusted) market prices invaatharkets for identical assets or liabilities

= Level 2 - Valuation techniques for which the lowlestel input that is significant to the fair
value measurement is directly or indirectly obsklwa

= Level 3 - Valuation techniques for which the lowlestel input that is significant to the fair
value measurement is unobservable

For assets and liabilities that are recognisediat/alue on a recurring basis, the Group
determines whether transfers have occurred betlegefs in the hierarchy by re-assessing
categorisation (based on the lowest level inputithsignificant to the fair value measurement as
a whole) at the end of each reporting period.
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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 s@ctrass-currency swaps, interest rate swaps,
foreign currency call options, non-deliverable fards and foreign currency range options. The
Group also has embedded derivatives bifurcated thaenfParent Company’s convertible bonds.

Derivative Assets

June 30, December 31,
2014 2013

(In Thousands)

Parent (see Note 15):

Cross-currency swaps R701,026 R864,677
SM Prime (see Note ):

Cross-currency swaps 1,172,598 1,668,400

Interest rate swaps 74,586 110,410

P1,948,210 P2,643,487

Derivative Liabilities

June 30, December 31,
2014 2013

(In Thousands)

Parent (see Note 17):

Options arising from convertible bon P1,313,03 £845,42!
SM Prime (see Note 24):
Interest rate swaps 116,648 159,974
1,429,682 1,005,403
Less current portion 1,313,034 845,429
Noncurrent portio P116,648 P159,974

Derivative Instruments Accounted for as Cash Floxdées

Cross Currency Swapdn 2013, SM Prime entered into cross-currencypstransactions to
hedge both the foreign currency and interest rgtesures on its U.S. dollar-denominated five-
year term loans (the hedged loans) obtained orada9, April 16, and June 19, 2013.

Details of the hedged loans are as follows:

Outstanding Principal Balance Interest Rate
(In Thousands)
(In US$) (In PhB)
Parent -
Unsecured loans 180,000 7,425,450 6-month US LIBAR70%
SM Prime:
Unsecured loan 200,000 8,730,000 6-month US LIBAR70%

Unsecured loan 150,000 6,547,500 6-month US LIBAR70%
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The table below provides the details of the Growpitstanding cross-currency swaps as at
June 30, 2014:

Notional Amounts Receive Pay US$:P Rate Maturity
(In Thousands)
(In US$) (In PhB)

Parent:
Floating-to-Fixed 50,000 2,059,250 6M US LIBOR.¥0% 4.05% B41.19 May 15, 2018
Floating-to-Fixed 60,000 2,478,000 6M USLIBOR.¥0% 4.03% 41.30 May 15, 2018
Floating-to-Fixed 70,000 2,888,200 6M USLIBOR.¥0% 3.98% 41.26 May 15, 2018
SM Prime:
Floating-to-Fixed 150,000 6,100,500 6M US LIBOR.¥0% 3.70% 40.67 January 29, 2018
Floating-to-Fixed 50,000 2,033,500 6M USLIBOR.¥0% 3.70% 40.67 January 29, 2018
Floating-to-Fixed 50,000 2,055,000 6M USLIBOR.¥0% 3.90% 41.10 March 23, 2018
Floating-to-Fixed 50,000 2,055,000 6M USLIBOR.¥0% 3.90% 41.10 March 23, 2018
Floating-to-Fixed 50,000 2,055,000 6M USLIBOR.¥0% 3.90% 41.10 March 23, 2018

Under the floating-to-fixed cross-currency swapse, Parent Company and SM Prime effectively
converted the hedged US dollar-denominated logonsHhilippine peso-denominated loans where,
at inception, it agreed to swap US dollar principguial to the face amount of the loans for their
agreed Philippine peso equivalents with the copargy banks and to exchange, at maturity date,
the principal amount originally swapped. The agreets also require the Parent Company and
SM Prime to pay fixed interest at the Philippineg@aotional amount and receives floating
interest on the US$ notional amount, on a semi-alnoasis, simultaneous with the interest
payments on the hedged loans.

Hedge Effectiveness Results

As the terms of the swaps have been negotiatedtohnthe terms of the hedged loan, the hedges
were assessed to be highly effective. The fauevalff the outstanding cross-currency swaps
amounting to B1,009.3 million loss as at June2B@4 was taken to equity under other
comprehensive income. No ineffectiveness was rgzed in the consolidated statements of
comprehensive income for the period ended Jun2@B}. Foreign currency translation gain
arising from the hedged loan amounting to B844lBomwas recognized in the consolidated
statements of comprehensive income for the pemndeée June 30, 2014. A foreign exchange gain
equivalent to the same amount was recycled frontyetputhe consolidated statements of
comprehensive income during the same period.

Other Derivative Instruments Not Designated as ldedg
The table below shows information on the Grouptsrest rate swaps presented by maturity
profile:

June 30, 2014
<1 Year >1-<2 Years >2-<5 Years
(In thousands)

Floating-Fixed

Outstanding notional amount $145,000 $- $-
Receive-floating rate 6 months LIBOR+margin%

Pay-fixed rate 2.91%-3.28%

Outstanding notional amount $30,000 $30,000 $—
Receive-floating rate 6 months LIBOR+margin% 6 months LIBOR+margin%

Pay-fixed rate 3.18% 3.18%

Outstanding notional amount $20,000 $— $—
Receive-floating rate 6 months LIBOR+margin%

Pay-fixed rate 3.53%

Outstanding notional amount R174,720 B— B-
Receive-floating rate 3MPDST-F

Pay-fixed rate 3.65%
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June 30, 2014

<1 Year >1-<2 Years >2-<5 Years
(In thousands)
Outstanding notional amount R174,720 B— B-
Receive-floating rate 3MPDST-F+margin%
Pay-fixed rate 4.95%
Fixed-Floating
Outstanding notional amount B960,000 B— B-
Receive-fixed rate 5.44%
Pay-floating rate 3MPDST-F
Outstanding notional amount B960,000 B— B-
Receive-fixed rate 7.36%
Pay-floating rate 3MPDST-F+margin%
December 31, 2013
<1 Year >1-<2 Years >2-<5 Years
(In thousands)

Floating-Fixed
Outstanding notional amount $145,000 $145,000 $—
Receive-floating rate 6 months LIBOR+margin% 6 nhaentIBOR+margin%
Pay-fixed rate 2.91%-3.28% 2.91%-3.28%
Outstanding notional amot $30,00( $30,00( $
Receive-floating rate 6 months LIBOR+margin% 6 nharitIBOR+margin%
Pay-fixed rate 3.18% 3.18%
Outstanding notional amount $20,000,000 $- $-
Receive-floating rate 6 months LIBOR+margin%
Pay-fixed rate 3.53%
Outstanding notional amount B174,720 R174,720 $—
Receivefloating rate 3MPDST-F 3MPDST-F
Pay-fixed rate 3.65% 3.65%
Outstanding notional amount B174,720 B174,720 $—
Receive-floating rate 3MPDST-F+margin% 3MPDST-F+gire
Pay-fixed rate 4.95% 4.95%
Fixed-Floating
Outstanding notional amount B960,000 B950,000 $—
Receivefixed rate 5.44% 5.44%
Pay-floating rate 3MPDST-F 3MPDST-F
Outstanding notional amount B960,000 R950,000 $—
Receive-fixed rate 7.36% 7.36%

Pay-floating rate

Derivative Liabilities

3MPDST-F+margin%

US$250.0 million Convertible Bonds
As at June 30, 2014 and December 31, 2013, thdinedair value of the multiple embedded

3MPDST-F+margin%

derivatives, which is shown as a current liabiiitythe parent company balance sheets, amounted
to B1,313.0 million and B845.4 million, respeeljv At inception date, the negative fair value of
the options amounted to B1,193.9 million. In 2@hd 2013, the Parent Company recognized a
net fair value change from these options amountr460.0 million gain and

B771.8 million loss which is recognized under ‘1G@oss) on fair value changes on derivatives -
net” account and B9.3 million loss which is redagd under “Foreign exchange gain - net”
account in the consolidated statements of incoftlgo, as a result of the exercise of the
conversion option at various dates in 2013, B2®6#llion of the option value was transferred
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from derivative liabilities to “Additional paid-inapital” (APIC) account in the parent company
balance sheets.

Interest Rate Swapk) 2013, SM Prime entered into two floating to fixdehilippine peso interest
rate swap agreements with a notional amount obB1million each to offset the cash flows of the
two fixed to floating Philippine peso interest rateaps entered in 2010 to reflect SM Prime’s
partial prepayment of the underlying Philippine@&san. As at June 30, 2014 and December 31,
2013, these interest rate swaps have negativediie of B6.0 million and B9.0 million,
respectively.In 2011, SM Prime entered into floating to fixed®J8terest rate swap agreements
with aggregate notional amount of US$145.0 millidunder the agreements, SM Prime
effectively converts the floating rate U.S. doltlenominated term loan into fixed rate loan with
semi-annual payment intervals up to March 21, 204%at June 30, 2014 and December 31,
2013, the floating to fixed interest rate swapsehaggregate negative fair value of B78.0 million
and B114.0 million, respectively.

SM Prime also entered into US$ interest rate swgapeanent with notional amount of

US$20.0 million in 2011. Under the agreement, ShE effectively converts the floating rate
U.S. dollar-denominated five-year bilateral unseduoan into fixed rate loan with semi-annual
payment intervals up to November 30, 2014. AsiaeBO0, 2014 and December 31, 2013, the
floating to fixed interest rate swap has negataievalue of B5.0 million and B10.0 million,
respectively.

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

= A USS$ interest rate swap agreement with nominaliarhof US$30.0 million. Under the
agreement, SM Prime effectively converts the fliatiate U.S. dollar-denominated five-year
bilateral unsecured loan into fixed rate loan ve#imi-annual payment intervals up to
November 30, 2015. As at June 30, 2014 and Deaedih013, the floating to fixed
interest rate swap has negative fair value of @&illion B36.0 million, respectively.

= Two Philippine peso interest rate swap agreemeititsn@tional amount of B1,000.0 million
each, with amortization of B10.0 million every ss@nsary. The consolidated net cash flows
of the two swaps effectively converts the Philigppeso-denominated five-year inverse
floating rate notes into floating rate notes witlagerly payment intervals up to June 2015.
As at June 30, 2014 and December 31, 2013, themgsdvave positive fair value of
B75.0 million and B110.0 million, respectively.

In 2009, SM Prime entered into US$ interest ratepsagreements with aggregate notional
amount of US$25.0 million. Under these agreemesisPrime effectively converts the
floating rate US dollar-denominated five-year takal loan into fixed rate loan with semi-
annual payment intervals up to November 2013. \due changes from the matured swaps
recognized in the consolidated statements of incameunted to B10.0 million gain in 2013.

Non-deliverable Currency Forwards and Swaps2014 and 2013, the SM Prime entered into
sell B and buy US$ currency forward contractsaldo entered into sell US$ and buy B currency
forward and swap contracts with the same aggregsienal amount. Net fair value changes

from the settled currency forward and swap condreexttognized in the consolidated statements of
income amounted to B12.0 million gain in 2014 BdAd.0 million in 2013.
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The reconciliation of the amounts of derivativeeassnd liabilities recognized in the consolidated
balance sheets is as follows:

June 3Q December 31,

2014 2013
(In Thousands)
Derivative assets (see Note 15) 1,948,210 B2,643,487
Derivative liabilities (see Notes 17 and 24) (1,429,682) (1,005,403)
Balance at end of period P518,528 P1,638,084
26. EPS Computation
June 3Q June 30,
2014 2013
(In Thousands, Except for Per Sh
Data)
Net Income Attributable to Common
Owners of the Parent
Net income attributable to common owners of theRifor
basic earnings (a) P12,310,38 R12,706,351
Weighted Average Number of Common Shares
Outstanding
Weighted average number of common shares outstafatin
the period (b) 796,272 782,697
Basic EPS (a/b) P15.46 P16.23

27. Reclassification

The comparative information in the consolidatea@ificial statements for the period ended June
30, 2013 has been reclassified to conform to thsemtation of the financial statements for the
period ended June 30, 2014 and December 31, 2013.
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PART 1 FINANCIAL INFORMATION

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

Results of Operations
For the Six Months Ended June 30, 2014 and 2013
(Amountsin Billion Pesos)

Six Months Ended
06/30/2014| 06/30/2013 % Change

Revenues P 130.9 P 1221 7.2%
Cost and Expens:t 105.C 96.4 8.£%
Income from Operations P 25.9 P 25.7 0.6%
Other Income (Charges) (4.2) (3.9) 7.5%
Provision forincome Ta 4.C 3.€ 8.8%
Non-controlling Interests 54 5.5 -1.0%
Net Income Attributable to

Owners of the Parent P 12.3 P 12.7 -3.1%

SM Investments Corporation and Subsidiatibe Group reported dNet Incomenf P12.3 billion

andRevenuesf P130.9 billion in 2014. This represents a 3dééline inNet Incomeand 7.2%
growth inRevenues

On a recurring basis, howeve¥et Incomegrew 11.8% to P12.0 billion from P210.7 billion.
Underlying Revenuedikewise grew 9.7% to P130.5 billion from P119.0idn in 2013. Net
Incomein 2013 included exceptional trading gains in@reup’s banking businesses.

Income from Operationsncreased by 0.6% to P25.9 billion from P25.7 idmill in 2013.
Operating MarginandNet Marginin 2014 is at 19.7% and 9.4%, respectively.

Merchandise Salegrew by 9.1% to P91.2 billion from P83.6 billiom 2013 due mainly to the
opening of the following new stores from July 0Q12 to June 30, 2014:

SM Stores SM Supermarket | SaveMore Stores SM Hypermarkets
SM BF Parafiaque BF Parafiaque Saveldre Jazz
Cauayan, Isabelg Cauayan, Isabela| SaveMore San lldefonso FTI
- SaveMore Marulas Daet
- - SaveMore Free Choice | Sun
SaveMore Star J -

- - SaveMore Lumin -

- - SaveMore Meridien -

- - SaveMore Nunez -

- - SaveMore San Pedro -

10 | - - SaveMore Sta. Cruz -

11 | - - SaveMore Candon -

12 | - - SaveMore Francis Market -

OO N[O WIN|F-
1
1

The Food andNon-Food Groupcomprised 40% and 60%, respectively, of merchangédes in
2014 and 2013.
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As of June 30, 2014SM Retail had249 stores nationwide, namely: &M Stores 40 SM
Supermarkets97 SaveMorestores, 45M Hypermarketand 22ValterMart stores.

Retail Gross Margins at 24.0%.

Real Estate Salegeclined by 1.5% to P12.1 billion from P12.3 loiliin 2013. This is the result
of a very strong ? Quarter 2014 performance with 11.0% sales growthpared with a 14.7%
decline in the ¥ Quarter. The™ Quarter recovery is attributable to units soldaiaing toGrace
ResidenceandBreeze Residencesprojects that are almost complete as of Jun2@D4.

Real Estate Gross Margimproved significantly from 39.4% in 2013 to 43.3862014. This is
attributable to efficient management and the reigtin of construction costs.

Rent Revenuederived mainly from the mall operations of SMrRei Holdings, Inc. (SM Prime),
increased by 17.0% to P15.9 billion from P13.Gdmllin 2013. The increase Rent Revenuds
primarily due to the new malls which opened in 2@t8 2014, nameh§M Aura PremierSM
City BF Paraflaqueand SM City Cauayanas well as the expansion of shopping spacesMn
Megamall The expanded mall gross floor area is now at@liion square meters, an increase of
0.4 million square meters from yearend 2013. Edioly the new malls and expansions, same-
store rental growth is at 7%.

As of June 30, 20146M Primehad 49 malls in the Philippines and 5 malls inrahi

Cinema Ticket Saleand Amusement Revenuexreased by 17.0% to P3.2 billion from P2.7
billion in 2013 due to the opening of digital cinemand the showing of international and local
blockbuster movies with 64% sales growth year-caryelhe opening obky Ranchn Tagaytay

last March 2013, the reopening of the ice skatinkg in SM Megamallast January 2014, and the
higher sponsorship income and merchandise salesdnackbars also contributed to the increase.

Equity in Net Earnings of Associates and Joint Viesstdecreased by 17.7% to P6.5 billion from
P8.0 billion in 2013, primarily due to the 22.3%oprin net income oBDO which is attributed to
the bank’s exceptional trading gains in 2013.s lhoteworthy thaBDO's core operating income
for the first half of the year grew 19%.

Dividend, Management Fees and Other Revererasined at P1.9 billion in 2014 and 2013.

Operating Expensédsacreased by 12.5% to P28.8 billion from P25.6dgilin 2013 due mainly to
additional operating expenses associated with engdansions and new malls, new retail stores,
store renovations and current real estate projed@perating Expensess a percentage of
Revenues is at 22% in 2014 and 21% in 2013.

Other Charges (netjpcreased by 7.5% to P4.2 billion from P3.9 billim 2013. Interest Expense
increased by 1.6% to P5.5 billion from P5.4 billion2013. Interest Incomealecreased by 20.9%
to P1.5 billion from P1.9 billion in 2013 due toner average balance of temporary investments.
Loss on Fair Value Changes on Derivativiecreased by 38.6% to P0.4 billion from PO.7 dailli

in 2013. This fair value change pertains mainijthte US$250.0 million convertible bonds of
SMIC. Foreign Exchange Gain and Otherireased by 35.0% to P220.8 million from P163.6
million in 2013. This is mainly due to the favolali®HP to USD foreign exchange rate, that is,
from PHP43.20 : USD1.00 in 2013 to PHP43.65 : USD1n 2014.
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Provision for Income Taincreased by 8.8% to P4.0 billion from P3.6 biilim 2013 due mainly
to higher taxable income as well as expirationasfain income tax holiday incentives on certain
residential projects 06M Primein 2014. The effective income tax rate is 18.3%2014 and
16.7% in 2013.

Non-controlling Interestsemained relatively steady at 30.5% and 30.0%ot Net Incomein
2014 and 2013, respectively

Financial Position

As of June 30, 2014 and December 31, 2013
(Amountsin Billion Pesos)

06/30/2014 12/31/2013 %

(Unaudited) (Audited) Change
Current asse P 185. P 162. 14.1%
Noncurrent assets 485.0 470.1 3.2%
Total assets P 670.8 P 633.0 6.0%
Current liabilities P 118.4 P 132.1 -10.4%
Noncurrent Liabilities 241.2 200.7 20.2%
Total Liabilities 359.6 332.8 8.1%
Equity 311.2 300.2 3.6%
Total Liabilities and
Equity P 670.8 P 633.0 6.0%

Total Assetsincreased by 6.0% to P670.8 billion from P633.idni in 2013. Likewise, total
Liabilities increased by 8.1% to P359.6 billion from P3321Bdpi in 2013.

Current Assets
Current Assetincreased by 14.1% to P185.8 billion from P162l&h in 2013.

Cash and Cash Equivalentiecreased by 8.9% to P45.7 billion from P50.4dwillin 2013 due
mainly to payments of loans, trade and nontradealplag and capital expenditures.

Time Deposits and Short-term Investmeéntseased by 47.9% to P42.8 billion from P28.%dvil
in 2013. The increase mainly represents the pdscEem certain bond issuances and bank loans.

Investments Held for Trading and Satereased by 90.6% to P2.1 billion from P1.1 oilliin
2013 due mainly to reclassification from non-catréo current of maturing available-for-sale
(AFS) investments.

Receivableincreased by 19.6% to P31.9 billion from P26.6dsilin 2013 due mainly to the P3.5
billion increase inReceivable from Real Estate Buyeesulting from higher construction
accomplishment and therefore, increased number nité tsold and P2.3 billiorDividends
Receivabldrom associates and affiliates partly offset bifemions from tenants and affiliates.
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Merchandise Inventoriegcreased by 4.2% to P13.8 billion from P13.2idmillin 2013. The
increase is mainly attributable to the Food Groparticularly SaveMore stores andSM
Supermarkets

Other Current Assetsicreased by 15.8% to P49.6 billion from P42.8dsilin 2013. Bulk of this
increase represents the reclassification of noenuirand and Developmentosts of certain
residential projects to current.

Noncurrent Assets

Noncurrent Assetisicreased by 3.2% to P485.0 billion from P470ltdmi in 2013.

AFS Investmentscreased by 10.6% to P18.2 billion from P16.%idsl in 2013 due mainly to
increase in market value of certain AFS investments

Investments in Shares of Stock of Associates aimtl Venturesincreased by 3.7% to P144.1
billion from P139.0 billion in 2013 mainly due tdeé 6-monthEquity in Net Earnings of
Associates and Joint Venturemt ofDividend Incomeeceived from these associates.

Time Depositslecreased by 1.7% to P26.6 billion from P27.4dmilin 2013.
Property and Equipmentcreased by 2.1% to P18.7 billion from P18.3 dillin 2013.

Investment Propertiegcreased by 6.0% to P204.2 billion from P192.kidoi in 2013. The
increase mainly represents mall-related investmientand and buildings — construction of new
buildings,renovations and expansions of certain existingsnatid, landbanking.

Land and Developmemtecreased by 9.7% to P23.2 billion from P25.7drilin 2013 due mainly
to reclassification of certainand and Developmeptoject costs from noncurrent to current.

Deferred Tax Assetsicreased by 12.8% to P2.4 billion from P2.2 billin 2013 due mainly to
higher NOLCO fromSM Prime.

Other Noncurrent Assetdecreased by 7.4% to P26.4 billion from P28.4iduillin 2013. The
decrease mainly represents reclassification of slepéor land acquisitions to current portion of
Land and Development.

Current Liabilities

Current Liabilitiesdecreased by 10.4% to P118.4 billion from P1338libi in 2013 due mainly
to payments in 2014 which resulted to a decreageowth of the following accounts:

Bank Loansdecreased by 7.6% to P25.5 billion from P27.6duillin 2013 due mainly to net
payment of P1.9 billion.

Accounts Payable and Other Current Liabilitiescreased by 11.3% to P60.4 billion from P68.1
billion in 2013 mainly representinfyade PayablesandNon-trade Payables

Current portion of long-term deldtecreased by 11.3% to P30.7 billion from P34.kobilin 2013.

Income tax payabldecreased by 8.0% to P1.5 billion from P1.6 hillio 2013.
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On the other handividends payabléncreased by 62.2% to P0.3 billion from P0.2 biilin 2013
representing dividends to affiliates and third jesrt

Noncurrent Liabilities

Noncurrent Liabilitiesncreased by 20.2% to P241.2 billion from P200libh in 2013

Long-term Debt - Net of Current Portiagncreased by 21.7% to P213.7 billion from P175li&h
to in 2013. Gross availment is at P48.0 billiofsef by payments of P12.2 billion and restatement
and others upward adjustments of P2.3 billion.

Tenants’ Deposits and Otheiscreased by 6.4% to P19.1 billion from P18.0idwllin 2013
coming mainly fronSM Primeand theNet Grouprelating to their leasable spaces.

Deferred Tax Liabilitiesincreased by 18.2% to P8.2 billion from P7.0 obiiliin 2013 mainly
representing highetUnreliazed Gross Profit on Sale of Real Estatel Fair Value Gain on
Investment Properties

Noncurrent Derivative Liabilitydecreased by 27.1% to PO0.1 billion from P0.2dmillin 2013 due
to mark-to-market gains on interest rate swaps tséddge interest rate exposure on loans.

Equity
Total Equityincreased by 3.6% to P311.2 billion from P300IRdmi in 2013.

Equity Attributable to Owners of the Parantreased by 3.0% P226.1 billion from P219.4 duilli

in 2013. This increase resulted mainly from (ajmDlative Translation Adjustment relating to the
translation of the financial accounts ® Chinamalls from China Yuan Renminbi to Philippine
Peso, which decreased by 26.2% to P0.9 billion fRi® billion in 2013, (bNet Unrealized
Gain on AFS Investmentghich increased by 29.2% to P9.5 billion from P@ilBon in 2013 due
mainly to the appreciation in market value of ARSdstments of subsidiaries and associates, and,
(c) Equity Adjustments from Common Control Transactiasméch decreased by PO0.7 billion
relative to the adjustment in valuation for theuasijion of a subsidiary.

Non-controlling Interestsncreased by 5.3% to P85.1 billion from P80.8idmillin 2013 due
mainly to the increase in net assets of certaisididries that are not wholly owned.

The Company has no known direct or contingent fir@nobligation that is material to the Company rapiens,
including any default or acceleration of an obligat The Company has no off-balance sheet traiosect
arrangements, obligations during the reporting year as of the balance sheet date.

There are no known trends, events, material charsgesonal aspects or uncertainties that are edgeéetaffect the
company’s continuing operations.



Key Financial Ratios

The following are the key financial ratios of theo@p for the six months ended June 30, 2014 and
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2013 and for the year ended December 31, 2013:

06/30/2014| 12/31/2013
(Six months) (One Year)
Current Rati 16 1.2
Asset to Equity Ratio 2.2 2.1
Debt-equity Ratios
On Gross Basis 54: 46 52:48
On Net Basis 40: 60 37:63
06/30/2014 | 06/30/2013
(Six months) (Six months)
Revenue Growth 7.2% 16.1%
Net Income to Revens 9.4% 10.£%
Net Income Growth -3.1% 16.4%
Return on Equit 121% 135%
EBITDA (In Billions of Pesos) P31.3B P30.3B
Interest Coverage Ratio 5.8x 5.2x

Current Ratioimproved to 1.6 from 1.2 in 2013 due mainly toltegincrease i€urrent Assetsf
14.1% as compared to a decreas€unrent Liabilitiesof 10.4%.

Asset to equity ratio increased to 2.2 from 2.2004.3 due mainly to higher increase in asset base
of 6.0% as compared to 3.6% increase in equity.base

Gross debt-equity ratio increased to 54:46 frord82n 2013 due to higher increase in gross
debts of 13.5% from P237.7 billion to P269.9 billim 2014 compared to a 3.0% increase in
equity base from P219.4 billion to P226.1 billion2014.

Net debt-equity ratio increased to 40:60 from 37r63013 due to higher increase in net debts of
18.2% from P126.5 billion to P149.6 billion in 2014

Revenue growth decreased to 7.2% in 2014 due miairihe 2013 exceptional trading gains of
the Group’s bank associates. On an underlyingbesienue growth is 9.7% mainly coming
from merchandise sales, rent, and, equity in egeniri the Group’s bank associates.

Net income declined by 3.1% from a growth of 16492013 due mainly to the 2013 exceptional
trading gains of the Group’s bank associates. Ounaerlying basis, net income growth is at
11.8%.

Return on equity decreased slightly to 12.1% fr@1% in 2013.

EBITDA increased by 3.5% to P31.3 billion from P3illion in 2013. On an underlying basis,
EBITDA increased by P3.9 billion or 14.2%.
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The manner by which the Company calculates theytong indicators is as follows:

1.

Current Rati

Asset to Equity Rat

Debi-Equity Ratic
a. Gross Bas

b. Net Basi

Return orEquity

NetIncometo
Revenus

Revenue Growi

Net Income Growt

EBITDA

Interest Coverage
Ratic

Current Assel
Current Liabilitie:

Asset:
Equity

Interest Bearin Debt
Equity Attributable tcOwner: of the Parent + Interest Beari
Debt

Interest Bearing Debt less cash and cash equig (excluding
cash on hand), time deposits, investment in boreld for
trading ancavailable for- sale

Equity Attributable toOwner: of the Parent + Interest Beari
Debt less cash and cash equivalents (excluding eashand),
time deposits and investments in bonds held fodiriga and
availablefor-sale

Net Income Attributable tOwner: of the Paret
Average Equity Attributable tOwner: of the Parer

Net Income Attributable tOwner: of the Paret

Revenus

Revenues (Current Per)) - 1
Revenues (Prior Peric

Net Income Attributable tOwner: of Parent (Current Peri) - 1
Net Income Attributable tOwner: of Parent (Prior Perio

Income fromOperations + Depreciation & Amortizati

EBITDA
Interest Pai
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Expansion Plans / Prospects for the Future

Malls

SM Prime will be opening 2 new malls located in Ang in the Philippines and Zibo in China.
It will also be expanding 3 of its existing mallBy yearend, SM Prime will have 50 malls in the
Philippines and 6 malls in China with an estimatetnbined gross floor area of 7.5 million
square meters.

Residential

SM Prime will be launching 3 new projects and exfiag 3 of its existing towers in Metro
Manila and Tagaytay equivalent to about 11,500 tawdil units. SM Prime currently has 21
residential projects in the market, 20 of whichiar®etro Manila and one 1 in Tagaytay.

Commercial

SM Prime has recently completed SM Cyber West irZQn City and Makati Avenue Building
in Makati, and, topped off the Five E-com buildinip the third quarter of 2014, it is scheduled
to have its groundbreaking ceremony for its Thremf building. By end of 2014, SMPHI will
have 6 office buildings with an estimated grossadéde area of 193,000 square meters.

Hotels and Convention Centers

SM Prime is slated to open SMX Convention CenteBécolod in the second half of the year.
Park Inn by Radisson in Clark, Pampanga and Cardadel Manila in the Mall of Asia Complex
in Pasay City, are expected to open in the lasteuaf 2015.

Retail
For the rest of the year, the Retail Group willdpening 1 SM Store, 1 SM Hypermarket and 11
SaveMore stores.

The Group’s capital expenditures will be fundedtiyh internally generated sources and other
capital raising initiatives such as bond issuarcesloan availments.
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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, 2014

(Amounts in Thousands)

Receivable from Tenants

Third-party tenants P 3,518,170

Related-party tenants 2,176,658
Receivables from Real Estate Buyers & others

- net of non-current portion 22,242,372

Total P 27,937,200
Aging:
Neither past due nor impaired p 21,694,730
31-90 days 1,807,991
91-120 days 691,550
Over 120 days 3,330,489
Impaired 412,440
Total E 27,937,20
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PART Il - SSIGNATURE

Pursuant to the requirements of the Securities Regulation Code, the issuer has duly caused this report
to be signed on its behalf by the undersigned thereunto duly authorized.

Registrant: SM INVESTMENTS CORPORATION

Date: 8-14-14

'
.'I /
Frankiin C/Gamez
Senior Vite Presidd
Alternate Corporate Yaforr
SM Investments Corporation




