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PART I FINANCIAL INFORMATION

Item 1. Consolidated Financial Statements

SM INVESTMENTSCORPORATION ANDSUBSIDIARIES

Consolidated Financial Statements
June 30, 2015 and December 31, 2014
and for the Six Months Ended June 30, 2015 and 2014



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(Amounts in Thousands)

June 30, December 31,
2015 2014
(Unaudited) (Audited)

ASSETS
Current Assets
Cash and cash equivalents (Notes 5 and 24) P36,643,313 P69,133,381
Time deposits (Notes 6 and 24) 9,085,850 9,000,324
Investments held for trading and sale (Notes 728)d 983,201 4,190,449
Receivables (Note 8) 40,681,190 31,009,820
Merchandise inventories - at cost (Note 21) 15,882,766 14,882,200
Other current assets (Note 9) 44,348,392 55,821,423

Total Current Assets 147,624,712 184,037,597
Noncurrent Assets
Available-for-sale investments (Notes 10 and 24) 21,669,83 19,205,044
Investments in associates and joint ventures (llbje 163,648,003 145,476,174
Time deposits (Notes 6 and 24) 50,380,080 47,579,390
Property and equipment (Note 12) 19,183,879 19,903,014
Investment properties (Note 13) 238,904,556 221,429,714
Land and development (Note 14) 28,702,480 26,629,864
Intangibles (Note 15) 22,303,203 22,303,203
Deferred tax assets - net (Note 22) 2,418,043 2,293,944
Other noncurrent assets (Note 15) 26,213,018 23,026,665

Total Noncurrent Assets 573,423,096 527,847,012

B721,047,808

P711,884,609

LIABILITIES AND EQUITY
Current Liabilities

Bank loans (Notes 16, 20 and 24) B18,358,741 B13,892,641
Accounts payable and other current liabilities @\Nd7) 60,026,328 69,861,065
Income tax payable 1,779,120 1,593,060
Current portion of long-term debt (Notes 18 and 24) 27,252,874 10,669,108
Dividends payable 172,566 264,882
Total Current Liabilities 107,589,629 96,280,756
Noncurrent Liabilities
Long-term debt - net of current portion (Notes 2@, 24 and 25) 220,274,521 237,113,555
Derivative liabilities (Notes 24 and 25) 10,132 58,705
Deferred tax liabilities - net (Note 22) 7,160,710 6,867,925
Tenants’ deposits and others (Notes 13, 23 and 25) 23,207,173 21,615,259
Total Noncurrent Liabilities 250,652,536 265,655,444
Total Liabilities 358,242,165 361,936,200
Equity Attributable to Owners of the Parent
Capital stock (Note 19) 8,030,554 7,963,406
Additional paid-in capital (Note 19) 76,785,163 71,952,082
Equity adjustments from common control transactipiste 19) (1,902,933) (1,902,933)
Cost of Parent common shares held by subsididdete(19) (25,386) (25,386)
Cumulative translation adjustment 981,085 866,360
Remeasurement loss on defined benefit asset/dbligat (126,530) (126,530)
Net unrealized gain cavailable-for-sale investments 13,487,635 10,207,259
Retained earnings (Note 19):
Appropriated 27,000,000 27,000,000
Unappropriated 146,043,930 141,069,856
Total Equity Attributable to Owners of the Parent 270,273,518 257,004,114
Non-controlling Interests 92,532,125 92,944,295
Total Equity 362,805,643 349,948,409
B721,047,80 B711,884,60

See accompanying Notes to Consolidated FinanciatSiatts.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

(Amounts in Thousands Except Per Share Data)

Six Months Ended June 30

2015 2014
(Unaudited) (Unaudited)
REVENUE
Sales:
Merchandise B96,728,307 P91,195,732
Real estate 12,454,732 12,107,614
Rent (Notes 13, 20 and 23) 17,745,278 15,940,211
Equity in net earnings of associates and joint wergt
(Note 11) 6,721,876 6,548,343
Cinema ticket sales, amusement and others 3,179,958 3,153,270
Dividend, management fees and others 2,098,329 1,919,171
138,928,480 130,864,341
COST AND EXPENSES
Cost of sales:
Merchandise (Note 21) 74,179,439 69,337,630
Real estate 6,775,432 6,876,109
Selling, general and administrative expenses 29,825,363 28,819,404
110,780,234 105,033,143
OTHER INCOME (CHARGES)
Interest expense (5,458,831) (5,516,961)
Interest incomt 1,552,41! 1,540,33
Loss on fair value changes on derivatives - net
(Note 25) (137,787) (452,471
Foreign exchange gain and others (Note 24) 183,270 262,543
(3,860,933) (4,166,556)
INCOME BEFORE INCOME TAX 24,287,313 21,664,642
PROVISION FOR INCOME TAX (Note 22)
Current 4,374,405 3,756,107
Deferred 97,471 201,343
4,471,876 3,957,450
NET INCOME P19,815,437 R17,707,192
Attributable to
Owners of the Parel B13,494,8C B12,310,38
Non-controlling interests 6,320,977 5,396,804
P19,815,437 R17,707,192
Basic/Diluted Earnings Per Common Share
Attributable to Owners of the Parent (Note 2¢) P16.92 B15.4¢

See accompanying Notes to Consolidated Financéésents.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

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

Three Months Ended June30

2015 201«
(Unaudited) (Unaudited)
REVENUE
Sales:
Merchandis B51,796,463 B49,021,10
Real estate and othe 6,983,916 6,991,15:
Rent 9,128,315 8,232,69
Equity in net earnings of associates and joint wergt 3,120,968 3,431,87
Cinema ticket sales, amusement and others 1,772,342 1,707,42.
Dividends, management fees and others 1,070,194 1,083,38
73,872,198 70,467,63
COST AND EXPENSES
Cost of sales:
Merchandise 39,982,451 37,410,32
Real estate and others 3,840,251 3,884,76!
Selling, general and administrative expenses 15,404,382 15,464,37
59,227,084 56,759,46
OTHER INCOME (CHARGES)
Interest expense (2,829,808) (2,976,241)
Interest income 797,149 741,661
Loss on fair value changes on derivatives - net (13,311) (506,434)
Foreign exchange gain and others 76,041 154,880
(1,969,929) (2,586,134)
INCOME BEFORE INCOME TAX 12,675,185 11,122,03
PROVISION FOR INCOME TAX
Current 2,248,445 1,968,33!
Deferrec 238,94! 175,54«
2,487,390 2,143,87
NET INCOME P10,187,795 P8,978,16!
Attributable to
Equity holders of the Parent B6,751,348 B6,070,57
Non-controlling interests 3,436,447 2,907,58:
P10,187,795 P8,978,16!
Basic/Diluted Earnings Per Common Share
Attributable to Owners of the Parent B8.47 B7.62

See accompanying Notes to Consolidated Financééstents.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Amounts in Thousands)

Six Months Ended June 30

2015 2014
(Unaudited) (Unaudited)
NET INCOME BP19,815,437 R17,707,192
OTHER COMPREHENSIVE INCOME (LOSS)
Iltems that will be reclassified to profit or loss n
subsequent periods
Net unrealized ga on available-for-sale investments 1,417,859 3,664,305
Share in unrealized gain (loss) on available-fde-sa
investments of associat- net (Note 1C anc 11) (1,516,770) 552,11(
Cumulative translation adjustment 236,238 (598,767)
Income tax relating to items to be reclassifiegufit or
loss in subsequent peric (71,216) (789,692
66,111 2,827,956
TOTAL COMPREHENSIVE INCOME P19,881,548 P20,535,148
Attributable to
Owners of the Parent B16,889,581 B14,132,301
Non-controlling interests 2,991,967 6,402,847
219,881,548 B20,535,14

See accompanying Notes to Consolidated Financéésents.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(Amounts in Thousands)

Three Months Ended June 30

201t 2014
(Unaudited) (Unaudited)
NET INCOME P10,187,79! B8,978,16(
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 (241,383 1,812,11
Share in unrealized gain (loss) on available-foe-savestments of associates - net
(Note 11) (1,306,934 234,62-
Cumulative translation adjustment of a subsidiary 302,09( (655,004
Income tax relating to items to be reclassifiegafit or loss in subsequent
periods (4,593 (251,232
(1,250,821 1,140,50
TOTAL COMPREHENSIVE INCOME B8,936,97. P10,118,667
Attributable to
Owners of the Parent B5,448,37! B6,789,65:
Non-controlling interests 3,488,60. 3,329,01.
B8,936,97. P10,118,66

See accompanying Notes to Consolidated Financéésents.



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

Equity
Adjustments Cost of Parent

Net Unrealized

Gain on Remeasurement

from Common Common Cumulative Available- Loss on Defined Appropriated Unappropriated
Additional Control Shares Held Translation for-Sale Benefit Asset/ Retained Retained Non-controlling Total
Capital Stock Paid-in Capital  Transactions by Subsidiaries Adjustment Investments Obligation Earnings Earnings Total Interests Equity
Balance at December 31, 2014 P7,963,406 P71,952,082 (P1,902,933) (P25,386) P866,360 P10,207,259 (R126,530) P27,000,000 P141,069,856 P257,004,114 P92,944,295 P349,948,409
Net income - - - - - - - - 13,494,480 13,494,480 6,320,957 19,815,437
Other comprehensive income — — — — 114,725 3,280,376 — — — 3,395,101 (3,328,990) 66,111
Total comprehensive income — — - - 114,725 3,280,376 — - 13,494,480 16,889,581 2,991,967 19,881,548
Conversion of convertible bonds 67,148 4,833,081 - - - - - - - 4,900,229 - 4,900,229
Cash dividends - R10.61 per share - - - - - - - - (8,520,406) (8,520,406) - (8,520,406)
Decrease in previous year’s non-controlling interes - - - - - - - - - - (347,086) (347,086)
Cash dividends received by non-controlling intesest — — — — — — — — — — (3,057,051) (3,057,051)
Balance at June 30, 2015 P8,030,554 PR76,785,163  (P1,902,933) (P25,386) P981,085 P13,487,635 (P126,530) P27,000,000 P146,043,930 P270,273,518 P92,532,125 P362,805,643
Balance at December 31, 2013 B7,962,723R57,799,360  (P2,584,210) (R25,386) B1,233,177 R7,338,500 (R195,074) P27,000,000 P120,904,727 R219,433,817 P80,807,031 P300,240,848
Net income - - - - - - - - 12,310,388 12,310,388 5,396,804 17,707,192
Other comprehensive income — — — — (323,295) 2,145,208 — — — 1,821,913 1,006,043 2,827,956
Total comprehensive income - - - - (323,295) 2,145,208 - - 12,310,388 14,132,301 6,402,847 20,535,148
Common control transactions - - 727,952 - - - - - - 727,952 - 727,952
Cash dividends — R10.34 per share - - - - - - - - (8,233,455) (8,233,455) - (8,233,455)
Increase in previous year's non-controlling inté&ses - - - - - - - - - - 481,815 481,815
Cash dividends received by non-controlling intesest — — — — — — — — — — (2,569,823) (2,569,823)
Balance at June 30, 2014 P7,962,723 P57,799,360  (P1,856,258) (P25,386) P909,882 P9,483,708 (R195,074) P27,000,000 P124,981,660 P226,060,615 P85,121,870 P311,182,485

See accompanying Notes to Consolidated FinanciéBtents.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in Thousands)

Six Months Ended June 30

2015 2014
(Unaudited) (Unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax B24,287,313 B21,664,642
Adjustments for:
Equity in net earnings of associates and jointwes
(Note 11) (6,721,876) (6,548,343)
Interest expense 5,458,831 5,516,961
Depreciation and amortization (Notes 12 and 13) 5,557,204 5,502,503
Interest income (1,552,415) (1,540,333)
Loss on fair value changes on derivatives - netéNe5) 137,787 452,471
Dividend, management fees and ot (111,930 (50,868
Unrealized foreign exchange gaand other 84,38! (48,119
Income before working capital changes 27,139,297 24,948,914
Decrease (increase) in:
Land and developme (5,230,162 (13,242,47¢
Other current assets 6,093,196 563,050
Merchandise inventories (1,000,566) (550,293)
Receivables (2,241,412) 216,968
Increase (decrease) in:
Accounts payable and other current liabilities (7,420,716) (7,787,765)
Tenants’ deposits and oth 1,574,29 1,255,80.
Net cash generated from operati 18,913,934 5,404,201
Income tax paid (4,188,994) (3,871,253)
Net caskprovided by operating activities 14,724,940 1,532,948
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale
Property and equipment 40,130 77,856
Investment properties 11,159 25,222
Available-for-sale investments 50,173 2,150,831
Additions to:
Investment properties (Note) (20,478,52¢€ (17,527,47¢
Property and equipment (Note) (2,087,277) (2,001,148
Available-for-sale investments (534,891) (1,325,630)
Investments in associates and joint ventures (llbje (15,508,476) (1,899,792)
Increase (decrease) in:
Other noncurrent assets 821,458 7,689,298
Time deposits (2,419,446) (14,371,717)
Dividends received 2,315,382 1,536,602
Interest received 1,536,252 1,571,367

Net cash used in investing activil

(36,254,058)

(24,074,588)

(Forward)



Six Months Ended June 30

2015 2014
(Unaudited) (Audited)
CASH FLOWS FROM FINANCING ACTIVITIES
Availments of:
Long-term debt B5,324,809 B48,011,250
Bank loans 10,720,000 8,875,442
Payments o
Long-term deb (3,463,955 (11,766,391
Bank loans (6,265,000) (10,963,341)
Interest (5,592,034) (5,388,011)
Dividends (11,669,774) (10,672,452)
Net casl provided by (used in) financing activities (10,945,954) 18,096,497
NET DECREASE IN CASH AND CASH EQUIVALENTS (32,475,072) (4,445,143)
EFFECT OF EXCHANGE RATE CHANGES
ON CASH AND CASH EQUIVALENTS (14,996) (45,973)
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR 69,133,381 50,209,657
CASH AND CASH EQUIVALENTS
AT END OF PERIOD P36,643,313 P45,718,541

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 inooagion for the extension of the Parent
Company’s corporate life for another 50 years fianuary 15, 2010. Its registered office address
is 10th Floor, One E-Com Center, Harbor Drive, MdilAsia Complex, CBP-1A, Pasay City

1300.

The Parent Company and its subsidiaries (colldgtineferred to as the Group), and its associates
and joint ventures are involved primarily in theperty, retail and financial 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 Gioaye 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 thousands except when otherwise indicated.

Statement of Compliance
The consolidated financial statements have begraped in compliance with PFRS.

Basis of Consolidation

The Group is considered to have control over arstee, 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 fromitgalvement with the investee; and,

= The ability to use its power over the investeeftect its returns.

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 votedédrgl of the investee;

= Rights arising from other contractual arrangemeantst,

= 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 #temeents 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@$itiincome and expenses of a subsidiary acquired or
disposed of during the year are included or exdudehe consolidated financial statements from
the date the Group gains control until the dateGheup ceases to control the subsidiary.
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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 resufts i
the non-controlling interests having a deficit Iogka. When necessary, adjustments are made to
the financial statements of subsidiaries to brir@rtaccounting policies in line with the Group’s
accounting policies. All intra-group assets aafbilities, 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 subsidmarghout 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-coiinimpinterests;

Derecognizes the cumulative translation adjustmesaisrded in equity;

Recognizes the fair value of the considerationiveck
Recognizes the fair value of any investment rethine
Recognizes any surplus or deficit in profit or {cesd,

= 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

subsidiaries listed below:

Percentage of Ownership
June 30, 2015 December 31, 2014

Company Principal Activities Direct Indirect Direct Indirect
Property
SM Prime Holdings, Inc. (SM Prime) and
Subsidiaries Real estate development 49 1 49 1
SM Development Corporation (SMDC)
and Subsidiaries Real estate development - 100 - 100
Magenta Legacy, Inc. (Magenta) Real estate dpvetot - 100 - 100
Associated Development Corporation Real estateldpment - 100 - 100
Highlands Prime, Inc. (HPI) Real estate develogmen - 100 - 100
Summerhills Home Development Corp.
(SHDC; Real estate developmi - 10C - 10C

CHAS Realty and Development Corporation

(CHAS) and Subsidiaries Real estate development - 100 - 100
Costa del Hamilo, Inc. (Costa) and

Subsidiary Real estate development - 100 - 100
Prime Metro Estate, Inc. (PMI) Real estate develept - 100 - 100
Rappel Holdings, Inc. (Rappel) and

Subsidiaries Real estate development - 100 - 100
SM Arena Complex Corporation (SM Arena) Convergion - 100 - 100
SM Hotels and Conventions Corp.

(SM Hotels) and Subsidiaries Hotel and tourism - 100 - 100
Tagaytay Resort Development Corporation

(TRDC) Real estate development - 100 - 100

Mountain Bliss Resort and Development

Corporation (Mt. Bliss) and Subsidiaries Real estivelopment 100 - 100 -

(Forward)



Percentage of Ownership
June 30, 2015 December 31, 2014
Company Principal Activities Direct Indirect Direct Indirect
Belleshares Holdings, Inc. (BHI) (formerly
SM Commercial Properties, Inc.)

and Subsidiaries Real estate development 59 40 59 40
Intercontinental Development Corporation

(ICDC) Real estate developmi 97 3 97 3
Prime Cmtral, Inc. (Prime Centra

and Subsidiaries Real estate development 100 - 100 -
Bellevue Properties, Inc. Real estate development 62 - 62 -
Net Grouj Real estate development 90 - 90 -
Sto. Roberto Marketing Corp. (Sto. Roberto) Retdtesdevelopment 100 - 100 -
Nagtahan Property Holdings, Ir

(formerly AD Farming) Real estate development 100 - 100 -
Retail
SM Retail, Inc. (SM RetaiBnd Subsidiaries Retail 100 - 100 -
Others
Primebridge Holdings, Inc. (Primebridge) Investment 80 20 80 20
Asia Pacific Computer Technology Center, Inc.  Edion 52 - 52 -
Multi-Realty Development Corporation (MRDC) Invesnt 91 - 91 -
Henfels Investments Corp. Investment 99 - 99 -

The principal place of business and country of rpooation of the subsidiaries listed above is ie ®hilippines.

Summary of Significant Accounting Policies, Changeand Improvements

The significant accounting policies adopted ingheparation of the consolidated financial
statements are summarized below.

Cash and Cash Equivalents

Cash includes cash on hand and in banks. Casheadepiis are short-term, highly liquid
investments that are readily convertible to knowrmants of cash with original maturities of three
months or less and are subject to an insignifidaktof change in value.

Time Deposits and Short-term Investments

Time deposits and short-term investments are dasiements with original maturities of more
than three months but less than one year. Timesitspvith maturities of more than twelve
months after the reporting period are presente@mundncurrent 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 participants@imeasurement date. The fair value
measurement is based on the presumption thatahesirtion to sell the asset or transfer the
liability takes place either:

= in the principal market for the asset or liability,
= in the absence of a principal market, in the mdsaatageous market for the asset or liability.

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 the market participants act in their best
economic interest.
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Assets and liabilities for which fair value is mesed 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 technigues for which the lowest levelddhthat is significant to the fair
value measurement is directly or indirectly obsbleaand,

= Level 3- Valuation technigues for which the lowest leveldhthat 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 dexgrred 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 regqninod.

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 transfgrefofair 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.

Financial Instruments

Date of Recognition

The Group recognizes a financial asset or a firgtiebility in the consolidated balance sheet
when it becomes a party to the contractual promssiof the instrument. Purchases or sales of
financial assets, recognition and derecognitioradicable, that require delivery of assets within
the time frame established by regulation or coneenn the market place are recognized on the
settlement date. Derivatives are recognized oadetdate basis.

Initial Recognition of Financial Instruments

Financial instruments are recognized initiallyait #alue, which is the fair value of the
consideration given (in case of an asset) or reckfin case of a liability). The initial
measurement of financial instruments, except fosé¢hclassified as fair value through profit or
loss (FVPL), includes transaction cost.

Subsequent to initial recognition, the Group clEssiits financial instruments in the following
categories: financial assets and financial lidbgiat FVPL, loans and receivables,
held-to-maturity (HTM) investments, AFS investmeatsl other financial liabilities. The
classification depends on the purpose for whichirteguments are acquired and whether they are
guoted in an active market. Management deterntireslassification at initial recognition and,
where allowed and appropriate, re-evaluates thissdication at every reporting date.

“Day 1" Difference

Where the transaction price in a non-active maekdifferent from the fair value of other
observable current market transactions in the sastieiment or based on a valuation technique
whose variables include only data from observaldekat, the Group recognizes the difference
between the transaction price and fair value (ay*Deadifference) in the consolidated statement
of income unless it qualifies for recognition asgoother type of asset or liability. In cases wher
use is made of data which is not observable, ttierdhce between the transaction price and
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model value is only recognized in the consolidatatiement of income when the inputs become
observable or when the instrument is derecognifexdt.each transaction, the Group determines
the appropriate method of recognizing the “Day iffedence amount.

Financial Assets and Liabilities at FVPL
Financial assets and liabilities at FVPL includeficial assets and liabilities held for trading and
financial assets and liabilities designated updralrrecognition as at FVPL.

Financial assets and liabilities are classifietied 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 investmetdsfor trading - net” account. Interest income
earned on investment held for trading are recoghiizéinterest 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 redutesinconsistent treatment that would
otherwise arise from measuring the assets anditiebior 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 investmeatesty; 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.

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

Loans and Receivables

Loans and receivables are nonderivative financs¢ts with fixed or determinable payments that
are not quoted in an active market. They are ntred into with the intention of immediate or
short-term resale and are not designated as AFEStments 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.

HTM Investments

HTM investments are quoted nonderivative finanaggdets with fixed or determinable payments
and fixed maturities for which the Group’s managetii&s the positive intention and ability to
hold to maturity. Where the Group sells other tharinsignificant amount of HTM investments,
the entire category would be tainted and reclasbidis AFS investments. After initial
measurement, these investments are measured dtzami@ost using the effective interest
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method, less impairment in value. Amortized cestadlculated 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 consolidgéageiment of income when the HTM
investments are derecognized or impaired, as wehr@ugh the amortization process. Assets
under this category are classified as current agseiaturity is within twelve months from
reporting period. Otherwise, these are classdgdoncurrent assets.

AFS Investments

AFS investments are nonderivative financial as$etsare designated under this category or are
not classified in any of the other categories. sehare purchased and held indefinitely, and may
be sold in response to liquidity requirements anges in market conditions. Subsequent to
initial recognition, AFS investments are carriedadt value in the consolidated balance sheet.
Changes in the fair value of such assets are regbad net unrealized gain or loss on AFS
investments in the consolidated statement of conggraive income under “Net unrealized gain
(loss) on available-for-sale investments” accouriil the investment is derecognized or the
investment is determined to be impaired. On degeition or impairment, the cumulative gain or
loss previously reported in consolidated staternénbmprehensive income is transferred to the
consolidated statement of income. Interest eaondablding AFS investments are recognized in
the consolidated statement of income using thefke interest method. Assets under this
category are classified as current if expectedetdibposed of within 12 months after the reporting
period. Otherwise, they are classified as nonoturre

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” accourthimconsolidated balance sheet.

Other Financial Liabilities

This category pertains to financial liabilities taae not held for trading or not designated as at
FVPL upon the inception of the liability. Theselunde 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 impactpgldng the effective interest method of
amortization (or accretion) for any related premigiiscount and any directly attributable
transaction costs. Gains and losses on otherdialdiabilities are recognized in the consolidated
statement of income when the liabilities are degated, 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 BetweenHilidy and Equity
A financial instrument is classified as liabilityii provides for a contractual obligation to:

= deliver cash or another financial asset to anathéty; or,

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

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

If the Group does not have an unconditional righeitoid delivering cash or another financial
asset to settle its contractual obligation, thégaltlon meets the definition of a financial liabjli
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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 arhseparately determined as the fair value of
the liability component on the date of issue.

Debt Issue Cost
Debt issue cost is presented as a reduction intienmg debt and amortized over the term of the
related borrowings using the effective interesthodt

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 valueégative.

Cash Flow Hedges

Cash flow hedges are hedges of the exposure tabilisi in cash flows that is attributable to a
particular risk associated with a recognized adisdility or a highly probable forecast transaantio
and could affect the consolidated statement ofrimeo Changes in the fair value of a hedging
instrument that qualifies as a highly effectivetciew hedge are recognized as “Cumulative
translation adjustment” account in the consolidatatiement of comprehensive income, whereas
any hedge ineffectiveness is immediately recognizede consolidated statement of income
under “Gain (loss) on fair value changes on deitreat- net” account.

Amounts taken to equity are transferred to the alisfsted statement 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 cunvelatains or losses on the hedging instrument
that has been reported as “Cumulative translatijussement” is retained in the other
comprehensive income until the hedged transactgpacts the consolidated statement of income.
When the forecasted transaction is no longer eggect occur, any net cumulative gains or losses
previously reported in the consolidated statemé&nbmprehensive income is recognized
immediately in the consolidated statement of income

Other Derivative Instruments Not Accounted for a&slges

Certain freestanding derivative instruments thatjae economic hedges under the Group’s
policies either do not qualify for hedge accountim@re not designated as accounting hedges.
Changes in the fair values of derivative instruraerdt designated as hedges are recognized
immediately under “Gain (loss) on fair value changa derivatives - net” account in the
consolidated statement of income. Derivativesareed as assets when the fair value is positive
and as liabilities when the fair value is negative.



Embedded Derivative

An embedded derivative is a component of a hylmanpined) instrument that also includes a
nonderivative host contract with the effect thahemf the cash flows of the combined instrument
vary, in a way similar to a stand-alone derivatiVde Group assesses whether embedded
derivatives are required to be separated from ¢wdracts when the Group first becomes a party
to the contract. An embedded derivative is sepdritom the host contract and accounted for as a
derivative if all of the following conditions areain a) the economic characteristics and risks of
the embedded derivative are not closely relatebdea@conomic characteristics and risks of the
host contract; b) a separate instrument with theesrms as the embedded derivative would
meet the definition of a derivative; and c) the tigtor combined instrument is not recognized as
at FVPL.

Subsequent reassessment is prohibited unlessisheehange in the terms of the contract that
significantly modifies the cash flows that otherevisould be required under the contract, in which
case, a reassessment is required. The Group de¢srmhether a modification to cash flows is
significant by considering the extent to which éxpected future cash flows associated with the
embedded derivative, the host contract or bothe ladnanged and whether the change is
significant relative to the previously expectedhcisws on the contract.

Options arising from the Group’s investment in b®add convertible bonds payable are the
Group’s bifurcated embedded derivatives

Derecognition of Financial Assets and Liabilities

Financial AssetsA financial asset is derecognized when:

= the rights to receive cash flows from the asseelexpired,;

= the Group retains the right to receive cash flowsfthe 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 fiasvs from the asset and either (a) has
transferred substantially all the risks and rewarfdbe 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 transferssedt is measured at the lower of original
carrying amount of the asset and the maximum amofucinsideration that the Group could be
required to repay.

Financial Liabilities. A financial liability is derecognized when the aation 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 modificatien i
treated as a derecognition of the original liapidihd the recognition of a new liability, and the
difference in the respective carrying amounts ¢@gaized in profit or loss.

Impairment of Financial Assets

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

reorganization and where observable data inditaiethere 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 thatindividually significant, and individually or
collectively for financial assets that are not indually significant. If it is determined that no
objective evidence of impairment exists for anwidlially assessed financial asset, whether
significant or not, the asset is included in a gro@financial assets with similar credit risk
characteristics and that group of financial asisatsllectively assessed for impairment. Assets
that are individually assessed for impairment awdavhich 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&suored as the difference between the asset’s
carrying amount and the present value of estimfattedle cash flows (excluding future credit

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

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

The carrying amount of the impaired asset shatedeced through the use of an allowance
account. The amount of the loss shall be 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 aoédivables together with the associated allowance
are written off when there is no realistic prosp#diuture recovery and all collateral, if any, has
been realized or has been transferred to the Grifup.a subsequent period, the amount of the
impairment loss increases or decreases becauseewkat 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 impairmesslihas been
incurred in an unquoted equity instrument thatisaarried at fair value because its fair value
cannot be reliably measured, or on a derivativetdbat is linked to and must be settled by
delivery of such an unquoted equity instrumentaimunt of the loss is measured as the
difference between the asset’s carrying amountl@agresent 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, meaas the difference between the acquisition
cost and the current fair value, less any impaitriess on that financial asset previously
recognized in the consolidated statement of incasmemoved from the consolidated statement
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of comprehensive income and recognized in the diolaged statement of income. Impairment
losses on equity investments are not reversed ghrthe consolidated statement of income;
increases in fair value after impairment are recgghdirectly in the consolidated statement of
comprehensive income.

In the case of debt instruments classified as AvBstments, impairment is assessed based on the
same criteria as financial assets carried at ap@aitost. Future interest income is based on the
reduced carrying amount of the asset and is acdrased on the rate of interest used to discount
future cash flows for the purpose of measuring immpant loss. Such accrual is recorded as part
of “Interest income” account in the consolidateatesinent of income. If in subsequent years, the
fair value of a debt instrument should increasethedncrease can be objectively related to an
event occurring after the impairment loss was raizagl in the consolidated statement of income,
the impairment loss is reversed through the codatdd statement of income.

Offsetting Financial Instruments

Financial assets and financial liabilities are efffand the net amount is reported in the
consolidated balance sheet if, and only if, ther@ ¢urrently enforceable legal right to offset the
recognized amounts and there is an intention teesat a net basis, or to realize the asset and
settle the liability simultaneously.

Merchandise Inventories

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

Land and Development and Condominium Units for Sale

Land and development and condominium units for aedestated at the lower of cost and net
realizable value. Cost includes those costs irecufor development and improvement of the
properties. Net realizable value is the sellinggm the ordinary course of business less costs t
complete and the estimated cost to make the sale.

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

= Land cost;

= Amounts paid to contractors for construction andettgoment; and,

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

Investments in Associates and Joint Ventures

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

A joint venture is a joint arrangement whereby pheties that have joint control of the
arrangement have rights to the net assets of ihievjienture. Joint control is the contractually
agreed sharing of control of an arrangement, wiidsts only when decisions about the relevant
activities require unanimous consent of the pagfesing control.
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The considerations made in determining signifi¢afitience or joint control is similar to those
necessary to determine control over subsidiaries.

The Group’s investments in associates and jointures are accounted for under the equity
method of accounting. Under the equity methodestiment in an associate or a joint venture is
carried in the consolidated balance sheet at dostgost-acquisition changes 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 ventigrancluded 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 shiaréhe associate’s or joint venture’s profits
or losses; and,

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
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 ihgestment is acquired.

The consolidated statement of income reflects llagesin 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@niyn 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'selofthe 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 propertyaq and equipment.

After application of the equity method, the Growgtemines whether it is necessary to recognize
any impairment loss with respect to the Group’simeatstment in the associate or joint venture.
At each reporting date, the Group determines windkieze is objective evidence that the
investment in the associate or joint venture isdirgal. If there is such evidence, the Group
calculates the amount of impairment as the diffegdretween the recoverable amount of the
associate or joint venture and its carrying vaibien, recognizes the loss in the statement of
income.

Upon loss of significant influence over the asstac@ joint control over the joint venture, the
Group measures and recognizes any retained investahis fair value. Any difference between
the carrying amount of the associate or joint vientypon loss of significant influence or joint
control and the fair value of the retained investtreand proceeds from disposal is recognized in
profit or loss.

Property and Equipment

Property and equipment, except land, is statedsitless accumulated depreciation and
amortization and any accumulated impairment in&aluand is stated at cost less any impairment
in value.
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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
related interest incurred during the construction.

Major repairs are capitalized as part of propeniy aquipment only when it is probable that future
economic benefits associated with the item wilwlim the Group and the cost of the items can be
measured reliably. All other repairs and mainteeagre charged against current operations as
incurred.

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

Buildings, condominium units and improvements 5y2&rs

Store equipment and improveme 5-10 year

Data processing equipment 5 years

Furniture, fixtures and office equipment 3-10 years

Machinery and equipme 5-10 year

Leasehold improvements 5-10 years or term of thede

whichever is shorter

Transportation equipment 5-10 years

The residual values, useful lives and method ofe@ation and amortization of the assets are
reviewed and adjusted, if appropriate, at the drehoh reporting period. The carrying values of
the assets are reviewed for impairment when ew®@rithanges in circumstances indicate that the
carrying values 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.

When property and equipment are retired or otherdisposed of, the cost and related
accumulated depreciation and amortization and actkated provision for impairment losses are
removed from the accounts and any resulting galossris charged to profit or loss.

Investment Properties

Investment properties include property that are beelearn rentals and for capital appreciation and
property under construction or re-development.estment properties, except land, are measured
at cost, less accumulated depreciation and amtiatizand accumulated impairment in value.
Land is stated at cost less any impairment in value

Expenditures incurred after the investment propleaty been put in operation such as repairs and
maintenance costs are charged to current operations

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 10-40 years
Building equipment, furniture and others 3-15 years

The residual values, useful lives and method ofe@ation and amortization of the assets are
reviewed and adjusted, if appropriate, at the dr@hoh reporting period.
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Investment property is derecognized when disposg@eimanently withdrawn from use and no
future economic benefit is expected from its digpho#\ny gains or losses on the retirement or
disposal of an investment property are chargeddfitr loss.

Transfers are made to (from) investment propertgmthere is a change in use evidenced by
ending (commencement) of owner-occupation, or, ceneament of an operating lease to another
party (commencement of development with a viewett).s

For a transfer from investment property to ownesumied 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 accordanttethe policy stated under property and
equipment up to the date of change in use.

Construction in Progress

Construction in progress represents structuresrwmestruction and is stated at cost. This
includes cost of construction and other directso§tost also includes interest on borrowed funds
incurred during the construction period. Consiarcin progress is not depreciated until such
time that the relevant assets are completed anctady for use.

Tenants’ Deposits

Tenants’ deposits are measured at amortized d@stants’ deposits refer to security deposits
received from various tenants upon inception ofréspective 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 andudsitions of Non-controlling Interests

Property Acquisitions and Business Combinatiovhen property is acquired through corporate
acquisitions or otherwise, management considersuthstance of the assets and activities of the
acquired entity in determining whether the acqusitepresents an acquisition of a business.

When such an acquisition is not judged to be amiaitipn 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 thedative 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 th&dmnation 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-coimgalhterest 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, generalaiministrative 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
statement of the Group at their carrying amouni§thg combinations had occurred from the date
when the acquired companies first became underahiol of the Group. The excess of the cost
of business combinations over the net carrying artsoof the assets and liabilities of the acquired
companies is recognized under “Equity adjustmewi® fcommon control transactions” account

in the equity section of the consolidated balaieet

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 transferredigydcquirer 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 Fpancial
Instruments: Recognition and Measuremeittter in profit or loss or as a change to other
comprehensive income. If the contingent considamas classified as equity, it should not be
remeasured and subsequent settlement is accoamtedHin 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 capacgyaners). 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. Anifetience between the amount by which the
non-controlling interests are adjusted and theviaiue 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 abver 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 recognizeprofit or loss as gain on a bargain purchase.

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

Impairment Testing of GoodwillFor the purpose of impairment testing, goodwitj@red in a
business combination is, from the acquisition dallecated to each of the Group’s
cash-generating units (CGU), or groups of CGU4, ahaexpected 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 indicatidimpairment,
the Group tests goodwill acquired in a businesshioation for impairment at least annually.

Allocation of Impairment Los#\n impairment loss is recognized for a CGU if teeoverable
amount of the unit or group of units is less tha¢arrying amount of the unit or group of units.
The impairment loss is allocated to reduce theygagramount 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 @kyomo 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 statement provisional amounts for thengdor 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 acquigiiide 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 usefetslare 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 uddéuassessment from indefinite to finite is made
ona prospective basis.

Gains or losses arising from derecognition of aarigible asset are measured as the difference
between the net disposal proceeds and the carapmugint of the asset at the date of disposal and
are recognized in profit or loss when the assdéigcognized.

Impairment of Nonfinancial Assets

The carrying values (property and equipment, inaesit properties and investments in associates
and joint ventures, intangibles and other noncurassets) are reviewed for impairment when
events or changes in circumstances indicate tieatdtrying value may not be recoverable. If any
such indication exists, and if the carrying valueeds the estimated recoverable amount, the
assets or CGUs are written down to their recoveraliounts. The recoverable amount of the
asset is the greater of fair value less costslt@sealue in use. The fair value less costseibis

the amount obtainable from the sale of an assat iarm’s length transaction between
knowledgeable, willing parties, less costs of d&gho In assessing value in use, the estimated
future cash flows are discounted to their presahte/using a pre-tax discount rate that reflects
current market assessments of the time value oegnand the risks specific to the asset. For an
asset that does not generate largely independshiic#ows, the recoverable amount is
determined for the CGU to which the asset belothiggairment losses are recognized in the
consolidated statement of income in those expestsgaries 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 tedhée 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. $ewmdrsal is recognized in the consolidated
statement of income. After such a reversal, thpradzation or amortization charge is adjusted in
future periods to allocate the asset's revisedygagramount, less any residual value, on a
systematic basis over its remaining useful life.

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

attributable to the issuance of new shares aresequity 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 and Cost Recognition

Revenue is recognized when it is probable thaetdmmomic benefits associated with the
transaction will flow to the Group and the amouhthe revenue can be reliably measured.
Revenue is measured at the fair value of the cerddidn received or receivable, excluding
discounts, rebates and sales taxes or duties.

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

Sale of goods under consignment arrangements wjipliers 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 cobxt Collectibility of the sales 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 psojgeticcounted for using the full accrual
method. In accordance with Philippine Interpretagi Committee Q&A No. 2006-01, the
percentage-of-completion (POC) method is useddogmize income from sales of projects where
the Group has material obligations under the sadasract to complete the project after the
property is sold, the equitable interest has besmrsferred to the buyer, construction is beyond
preliminary stage (i.e., engineering, design wedqstruction contracts execution, site clearance
and preparation, excavation and the building fotindare finished), and the costs incurred or to
be incurred can be measured reliably. Under tlethod, revenue is recognized as the related
obligations are fulfilled, measured principally thre basis of the estimated completion of a
physical proportion of the contract work.

Any excess of collections over the recognized red#es are included in the “Tenants’ deposits
and others” account in the consolidated balancetshi&any of the criteria under the full accrual
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or POC method is not met, the deposit method ifexppntil all the conditions for recording a
sale are met. Pending recognition of sale, castived from buyers are presented under the
“Tenants’ deposits and others” account in the clidated balance sheet.

Cost of real estate sales is recognized consigi#imthe revenue recognition method applied.
Cost of condominium units sold before the comptebdthe development is determined on the
basis of the acquisition cost of the land plugutisdevelopment costs, which include estimated
costs for future development works.

The cost of inventory recognized in the consolidat&atement 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 POC umetkfenue recognition purposes.

Revenue from construction contracts are recognisath the POC method, measured principally
on the basis of the estimated physical completidhecontract work.

Expected losses on contracts are recognized imbedighen 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.

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

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

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 and expense is recognized when earnadamcked,
respectively, in accordance with the terms of teements.

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

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 restlby the fair value of plan assets, adjusted for
any effect of limiting a net defined benefit agsethe asset ceiling. The asset ceiling is the
present value of any economic benefits availabtberform of refunds from the plan or
reductions in future contributions to the plan.

The cost of providing benefits under the definexdfi¢ plans is actuarially determined using the
projected unit credit method.
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Defined benefit costs comprise the following:

=  Service cost;
= Net interest on the net defined benefit liabilityasset; and,
= Remeasurements of net defined benefit liabilitasset.

Service costs which include current service cqest service costs and gains or losses on
non-routine settlements are recognized as expar@®fit or loss. Past service costs are
recognized on the earlier of the date of the ptaeradment or curtailment, and the date the Group
recognizes restructuring-related costs.

Net interest on the net defined benefit liabilityagset is the change during the period in the net
defined benefit liability or asset that arises frttta passage of time which is determined by
applying the discount rate based on governmentditmthe 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 anddossterrn on plan assets and any change in
the effect of the asset ceiling (excluding netrieséon 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 longetapioyee benefit fund. Plan assets are not
available to the creditors of the Group, nor caytbe paid directly to the Group. Fair value of
plan assets is based on market price informati®hen no market price is available, the fair value
of plan assets is estimated by discounting expdatede cash flows using a discount rate that
reflects both the risk associated with the plartgsand the maturity or expected disposal date of
those assets (or, if they have no maturity, theeebgul period until the settlement of the related
obligations). If the fair value of the plan asgsthigher than the present value of the defined
benefit obligation, the measurement of the resgiltiefined benefit asset is limited to the present
value of economic benefits available in the fornmegtinds from the plan or reductions in future
contributions to the plan.

Foreign Currency-denominated Transactions

Transactions in foreign currencies are initiallgaeded in the functional currency rate at the date
of the transaction. Monetary assets and liabslittenominated in foreign currencies are restated at
the functional currency rate of exchange as atrteygpdate. Nonmonetary items denominated in
foreign currency are translated using the exchaatgs as at the date of initial recognition. All
differences are recognized in profit or loss.

Foreign Currency Translation

The assets and liabilities of foreign operatioresteainslated into Philippine peso at the rate of
exchange as at reporting date and their respesttitement 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” account in to@solidated statement of changes in equity.
On disposal of a foreign entity, the deferred cuativé amount of exchange differences
recognized in equity relating to that particulareign operation is recognized in 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 ofextiegifulfillment of the arrangement is
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dependent on the use of a specific asset or emsgthe arrangement conveys a right to use the
asset.

Group as Lesseel-inance 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 gepn the remaining balance of the liability.

Finance charges are reflected in the consoliddtgdrsent of income.

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

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

the asset are classified as operating leases.adpgetease payments are recognized as expense in
the consolidated statement of income on a strdightbasis 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 is
recognized as income on a straight-line basis theskease term. Initial direct costs incurred in
negotiating an operating lease are added to thgimgramount of the leased asset and recognized
over the lease term on the same basis as rentahgnc Contingent rents are recognized as
revenue in the period in which they are earned.

Provisions

Provisions are recognized when the Group has &prebligation (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 rediastimate can be made of the amount of the
obligation. If the effect of the time value of meynis 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, wipgm@jariate, the risks specific to the liability.
Where discounting is used, the increase in theigimvdue to the passage of time is recognized
as interest expense. Where the Group expectsvsiproto be reimbursed, the reimbursement is
recognized as a separate asset but only whendbptref the reimbursement is virtually certain.

Borrowing Costs
Borrowing costs are capitalized as part of the obhie 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 whisrmprobable that they will result in future
economic benefits to the Group. All other borrogvoosts are expensed as incurred. For
borrowing associated with a specific asset, theacate on that borrowing is used. Otherwise, a
weighted average cost of borrowings is used.

Taxes

Current Tax. Current tax assets and liabilities for the curiaamd 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 thanaeted or substantively enacted as at the end
of the reporting period.
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Deferred tax assets are recognized for all dededi#mporary differences and carryforward
benefits of excess Minimum Corporate Income Tax [(NJ@nd Net Operating Loss Carryover
(NOLCO), to the extent that it is probable thatafabe profit will be available against which the
deductible temporary differences and the carryfoovieenefits 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 neithe accounting profit nor taxable profit or
loss; and,

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

The carrying amount of deferred tax assets is weadeat the end of each reporting period and
reduced to the extent that it is no longer prob#imé 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.

Deferred tax assets and liabilities are measuréukeaiax rates that are expected to apply to the
period the asset is realized or the liability iled, based on tax rates and tax laws that hage 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 liabilitiesodifset, if a legally enforceable right exists to
offset current tax assets against current taxliiegsi and the deferred taxes relate to the same
taxable entity and the same taxation authority.

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

= where the tax incurred on a purchase of assetraicss is not recoverable from the taxation
authority, in which case the tax is recognizedars @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 Wwittatmount of tax included.

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

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 in
the consolidated financial statements.

Basic/Diluted Earnings Per Common Share (EPS)
Basic EPS is computed by dividing the net incontetie period attributable to owners of the
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Parent by the weighted-average number of issuedaistnding common shares during the
period, with retroactive adjustment for any stockdends declared.

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

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

disclosed unless the possibility of an outflowe&daurces embodying economic benefits is
remote. Contingent assets are not recognizeceindhsolidated financial statements but are
disclosed when an inflow of economic benefits isjable.

Events after the Reporting Period

Post yearend events that provide additional inféionaabout the Group’s position at the end of
the reporting period (adjusting events) are reflééh the consolidated financial statements. Post
yearend events that are not adjusting events actoded 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 amendments to stadslanew interpretation and improvements,
starting January 1, 2015.

Effective January 1, 2015
PAS 19, Employee Benefits — Defined Benefit PEEmgployee Contributions (Amendments)

PAS 19 requires an entity to consider contributiivosn employees or third parties when
accounting for defined benefit plans, this amendmaruld be relevant to the Group since none
of the entities within the Group has defined berm@éins with contributions from employees or
third parties.

Annual Improvements to PFRSs (2010-2012 cycle)

The Annual Improvements to PFRSs (2010-2012 cyot#)ide the following:

= PFRS 2, Share-based Payment — Definition of Ve§torglition.This improvement is applied
prospectively and clarifies various issues relatmthe definitions of performance and service
conditions which are vesting conditions.

= PFRS 3, Business Combinations — Accounting foriGgemt Consideration in a Business
Combination. The amendment clarifies that a contingent consiaerahat is not classified as
equity is subsequently measured at fair value titnqarofit or loss whether or not it falls
within the scope of PAS 3&jnancial Instruments: Recognition and Measuremertie
Group shall consider this amendment for futureress combinations.

= PFRS 8, Operating Segments — Aggregation of Opgr&egments and Reconciliation of the

Total of the Reportable Segments’ Assets to thityEmssets.The amendments clarify the

following:

— An entity must disclose the judgments in applying &ggregation criteria in the standard,
including a brief description of operating segmehtt have been aggregated and the
economic characteristics (e.g., sales and grosginsmused to assess whether the
segments are ‘similar’.
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— The reconciliation of segment assets to total agseinly required to be disclosed if the
reconciliation is reported to the chief operatimgidion maker, similar to the required
disclosure for segment liabilities.

= PAS 16, Property, Plant and Equipment, and PASr&@&8ngible Assets — Revaluation

Method — Proportionate Restatement of Accumulatepr&ciation and AmortizationThe

amendment clarifies that the asset may be revdlyedference to the observable data on

either the gross or the net carrying amount. Hitamh, the accumulated depreciation or
amortization is the difference between the groskcamrying amounts of the asset.

= PAS 24, Related Party Disclosures — Key Managemersonnel. The amendment clarifies
that a management entity, which is an entity thavipes key management personnel
services, is a related party subject to the relpget)y disclosures. In addition, an entity that
uses a management entity is required to disclasexpenses incurred for management
services.

Annual Improvements to PFRSs (2011-2013 cycle)

The Annual Improvements to PFRSs (2011-2013 cyot#)ide the following:

= PFRS 3, Business Combinations — Scope Exceptiodeifd ArrangementsThe amendment
clarifies that joint arrangements, not just joiettures, are outside the scope of PFRS 3 and
the scope exception applies only to the financatksents of the joint arrangement itself.

= PFRS 13, Fair Value Measurement — Portfolio Exa@ptiThe amendment clarifies that the
portfolio exception in PFRS 13 can be applied miy ¢o financial assets and financial
liabilities, but also to other contracts within thmope of PAS 39.

= PAS 40, Investment Propertfhe amendment clarifies that PFRS 3, and noddseription
of ancillary services in PAS 40, is used to detamif the transaction is a purchase of an asset
or business combination. The description of angiltervices in PAS 40 only differentiates
between investment property and owner-occupiedgutgfi.e., property, plant and
equipment).

Segment Information

The Group has identified three reportable operaegments as follows: property, retail, and
financial services and others.

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 suethitapital investments in buildings and
infrastructure. The hotels and convention cergeggnent engages in and carries on the business
of hotels and convention centers and operates anttams any and all services and facilities
incident thereto.

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

The financial services and others segment primardipgdes the Parent Company which engages
in asset management and capital investments, aodiages which are involved in financial
services.
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The BOD (Chief Operating Decision Maker) monitdrs bperating results of its business units
separately for the purpose of making decisions atesource allocation and performance
assessment. Segment performance is evaluated dsgetrating profit or loss and is measured
consistently with the operating profit or loss lne ttonsolidated financial statements.

Operating Segment Financial Data

June 3(, 201¢

Financial
Services
Property Retall and Others  Eliminations  Consolidated
(In Thousands)
Revenue:
External customers B34,163,657 B98,169,111 B6,595,712 B- P138,928,480
Inter-segment 10,804,33 17,19¢ 11,203,25 (22,024,79C —

B44,967,99 P£98,186,30 P17,798,97  (P22,024,79C P138,928,48

Segment results:

Income before income tax B23,028,43 P4,612,88! P 7,482,81 (P10,836,81) B24,287,31

Provision for income tax (3,084,701 (1,350,401 (36,774 — (4,471,876

Net income £19,943,73 B3,262,48 B7,446,03  (P10,836,81€  P19,815,43
Net income attributable 1

Owners of the Parent P19,641,99 B3,104,59: B7,446,07 (P16,698,14) BP13,494,48

Non-controlling interests 301,74( 157,88 - 5,861,3:8 6,320,95'

June 30, 2014
Financial Service
Propert Retai and Others Elimination: Consolidate
(In Thousands)

Revenue:
External customers 3,568,88 B92,600,72 B5,694,73! P P130,864,341
Inter-segment 3,412,39 84E 10,739,13 (14,152,377 —
P35,981,27 P92,601,56 P16,433,87 (P14,152,377 P130,864,341
Segment results:
Income before income tax 1B,277,90 P4,154,348 P4,563,966 3B1,576 B21,664,642
Provision for income tax (2,628,441 (1,287,22C (41,789 — (3,957,450)
Net income P10,649,46 P2,867,128 B4,522,177 3B1,576 R17,707,192
Net income attributable to:
Owners of the Parent 1B8,397,43 B2,754,511 P4,522,17 (B5,363,73% R12,310,388
Non-controlling interests 252,02 112,61¢ — 5,032,15! 5,396,804

Cash and Cash Equivalents

This account consists of:

June 30, December 31,

2015 2014
(In Thousands)
Cash on hand and in banks (see N20) B5,582,26! E9,428,92.
Temporary investments (see Notes 18 and 20) 31,061,045 59,704,459

P36,643,31 £69,133,38

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 prevailing temporavestments rates.
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6. Time Deposits

This account consists of:

June 30, December 31,

2015 2014
(In Thousands)
Current portiol B9,085,85! £9,000,32.
Noncurrent portio 50,380,080 47,579,390

P59,465,93 £56,579,71

The time deposits as at June 30, 2015 and Dece3ibh@014 bear annual interest ranging from
1.0% to 4.9%.

7. Investments Held for Trading and Sale

This account consists of:

June 30, December 31,
2015 2014
(In Thousands)

Investments he for trading-

Bonds P299,327 R307,835
AFS investments (see Note 10):
Bonds and corporate notes - 986,742
Shares of stock
Listed P683,874 P2,890,592
Unlisted - 5,280
683,874 3,882,614

PO83,201 P4,190,449

The Group recognized a loss of B0.5 million addLBnillion from fair value adjustments of
investments held for trading for the six monthsezhdune 30, 2015 and 2014, respectively. The

amounts are included under “Dividend, managemess &d others” account in the consolidated
statement 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 managemenédeg/ables are noninterest-bearing and
are normally collectible on 30- to 90-day terms.

= Receivables from real estate buyers pertain mainsale of condominiums and residential
units, at various terms of payment.

= Dividends receivables are noninterest-bearing aadharmally collectible within the next
financial year.
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Allowance for impairment loss amounting to B43@ilion and B364.8 million as at
June 30, 2015 and December 31, 2014, respectiwetigins to receivables from tenants which
were identified through specific assessment.

Receivables, other than those identified as impgamee assessed by the Group’s management as
good and collectible.

9. Other Current Assets

This account consists of:

June 30, December 31,

2015 2014
(In Thousands)

Land and development (see Note 14) B14,173,950 B19,571,526
Condominium units for sale (see Note 14) 10,412,701 7,600,260
Prepaid taxes and other prepaym 6,893,333 6,839,58.
Advances and deposits 4,240,749 4,421,476
Non-trade receivables 3,138,878 10,994,304
Input tav 3,111,85. 2,995,34
Receivable from banks and credit cards 667,945 1,625,671
Escrow fund (see Note 15) P623,191 P667,778
Accrued interest receivable 489,658 473,422
Advances for project development (see Note 20) - 4616
Others 596,127 615,591

P44,348,392 B55,821,423

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

= Receivable from banks and credit cards are nomistdrearing and are normally collectible
on 30- to 90-day terms.

= Escrow fund pertains to amounts deposited in tkewatd of an escrow agent as required by
the Housing and Land Use Regulatory Board (HLURBjannection with SMDC'’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, reservatiwhraonthly amortization, among others,
made by buyers within the selling period shall bpaskited in the escrow account.

= Accrued interest receivable relates mostly to titaposits and are normally collected within
the next financial year.

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

10. Available-for-Sale Investments

This account consists of investments in sharetoocksand corporate bonds, net of allowance for
impairment losses amounting to B31.3 million aduae 30, 2015 and December 31, 2014.

Investments in bonds and corporate notes as at3lyrgH15 and December 31, 2014 include
third party bonds and corporate notes with fixedrest rates ranging from 3.9% to 7.5% and
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3.9% to 8.3%, respectively. These investmentsmalture on various dates beginning
February 2015 until October 2023.

Listed shares of stock of the Group pertain to stvents in publicly-listed companies. These are
measured at the quoted market price of the shares.

11. Investments in Associates and Joint Ventures

The movements in this account follow:

June 30, December 31,
2015 2014
(In Thousands)
Cost:
Balance at beginning of year B95,151,355 B96,600,517
Additions 15,508,476 1,925,455
Disposals - (3,374,617)
Reclassifications 1,719,034 -
Balance at end of period 112,378,865 95,151,355
Accumulated equity in net earnings:
Balance at beginning of year 50,334,664 42,393,849
Equity in net earnings 6,721,876 13,225,022
Dividends receive (4,267,532 (4,509,077
Accumulated equity in net earnings
of investments sold - (1,210,251)
Balance at end of period 52,789,008 49,899,543
Share in net unrealized gain (loss) on AFS
investments of associat (1,516,77C 435,12:
51,272,238 50,334,664
Translation adjustment (3,100) (9,845)
P163,648,00 B145,476,17

The major associates and joint venture of the Gfollgw:

Percentage of Ownership
June 30, 2015 December 31, 2014

Company Gross _ Effective Gross  Effective  Principal Activities
Associates
BDO Unibank, Inc. and Subsidiaries (BDO) 47 45 a7 45  Financial services
China Banking Corporation and Subsidiaries
(China Bank) 22 20 22 20 Financial services
Belle Corporation and Subsidiaries (Belle) 32 28 32 28 Real estate development and tourism
Atlas Consolidated Mining, Inc. (Atlas) 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 Centers, Inc. (CityMall) 34 34 34 34 Real estate development and tourism
Ortigas and Company Limited Partnership
(OCLP) 40 40 - — Mixed-use property development
Fei Hua Real Estate Company (FHREC) 50 50 50 50 Residential property development
Joint Venture
Waltermart Mal 51 25 51 25 Shopping mall development
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CityMall
On February 17, 2014, SMIC signed an InvestmentSirateholders Agreement for the

acquisition of 34.0% ownership interest in CityMalt an initial investment of B0.34 million.
The remaining 66.0% of the outstanding capitakisl oy DoubleDragon 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 Bank

In March 2014, China Bank had a stock rights offfgrivhich entitled each eligible stockholder to
subscribe to one common share for every 8.834 canshares held as at record date at an offer
price of B49.50 per rights share. As at May 32@BMIC exercised its rights share and paid
P1,383.6 million equivalent to 28.0 million ChiBank shares.

In May 2014, China Bank declared a stock dividequivalent to 8% of the outstanding capital
stock of China Bank, which increased the numbeawoofimon shares held by SMIC to
22.0 million. The shares were issued on OctobePQ54.

BDO
In 2014, MRDC sold 71.6 million BDO shares for £13.7 million at B104.0 per share resulting
to a gain on sale of B2,863.4 million.

Atlas
In 2015 and 2014 Primebridge acquired 7.4 milloth 212 million shares of Atlas for a total
consideration of B64.2 million and B25.7 millioespectively.

OCLP
The carrying value of investment in OCLP, a comptrag owns strategic landbank areas in key
cities in Metro Manila, amounted to B15,433.0 imillas at June 30, 2015.

FHREC

The carrying value of investment in FHREC, a conypacorporated in China, amounted to
B756.0 million as at June 30, 2015 and Decembe2@l4, with cumulative equity in net earnings
amounting to B478.0 million and B473.0 millionsagune 30, 2015 and December 31, 2014,
respectively.

Waltermart Mall

The carrying value of investment in Waltermart Mathounted to B5,356.0 million and
B5,302.0 million as at June 30, 2015 and Dece®be?014, respectively, with cumulative
equity in net earnings amounting toR241.0 milkod B187.0 million as at June 30, 2015 and
December 31, 2014, respectively.

Fair values of investments in associates whicHisted in the PSE are as follows:
June 30, December 31,

2015 2014
(In Thousands)
BDO B194,469,446 B196,965,081
China Bank 17,541,609 18,199,904
Belle 11,022,971 16,334,039

Atlas 4,029,367 6,148,415
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12. Property and Equipment
The movements in this account follow:

Buildings, Furniture,
Condominium Store Equipmel Data Fixtures Machinery
Units and anc Processing and Office and Leasehold Transportation Construction
Improvements  Improvements  Equipment Equipment Equipment Improvements Equipment in Progress Total
(In Thousands)
Cosi
Balance as at December 31, 2013 P4,405,866 E9,0108 P4,623,449 P4,614,627 P3,651,578 B7,283,4 P686,694 B1,327,354 B38,052,008
Additions 1,041,481 265,057 342,848 617,733 544,813 801,759 2,438 856,692 4,522,820
Reclassifications 5,714,488 (8,595,757) 140,156 627,358 273,524 3,600,135 19,500 (776,085) 1,003,319
Disposals/retirements (108,430) (4,953) (30,884) (33,948) (58,338) (158,692) (2,764) (141,458) (539,467)
Balance as at December 31, 2014 11,053,405 2,703,36 5,075,569 5,825,770 4,411,577 11,946,625 755,867 1,266,503 43,038,680
Additions 235,460 123,404 251,528 296,121 225,634 787,171 8626, 151,093 2,087,273
Reclassifications (2,707,110) (10,712) 996,500 (512,726)  (1,003,226) 2,774,182 12,905 (265,070) (715,257)
Disposals/retirements (2,801) (163) (16,912) (34,557) (20,125) (5,644) (4,116) (1,139) (85,457)
Balance as at June 30, 20 P8,578,95. B2,815,89: B6,306,68! B5,574,60: P3,613,86! P15,502,33 B781,51¢ P1,151,38 P44,325,23

Accumulated Depreciation and Amortization

Balance as at December 31, 2013 B1,330,044 B71®B7 B3,198,418 B2,639,827 B2,307,582 B2,678,39 B386,650 B- B19,728,628
Depreciation and amortization 815,286 570,652 8,9 664,357 535,333 1,334,214 (239,563) - 4,289,237
Reclassifications 826,353 (6,086,373) (78,738) 40,402 38,734 4,341,977 305,930 - (611,715)
Disposals/retirements (78,543) (3,021) (16,759) (27,022) (50,086) (92,407) (2,646) — (270,484)
Balance as at December 31, 2014 2,893,140 1,668,968 3,711,879 3,317,564 2,831,563 8,262,181 450,371 — 23,135,666
Depreciation and amortization 173,050 141,107 3,7 316,847 295,848 879,632 33,204 - 2,140,393
Reclassifications (1,467,959) (8,240) (36,338) (25,378) 105 1,421,298 30,250 - (86,262)
Disposals/retirements (1,623) (20) (10,943) (14,331) (15,026) (2,339) (4,155) — (48,437)
Balance as at June 30, 20 B1,596,60: £1,801,81 B3,965,30. B3,594,70: B3,112,49 P10,560,77 B509,67( B— B25,141,36

Net Book Value
As at June 30, 2015 P6,982,346 1,014,078 B2,341,382 B1,979,906 01870 B4,941,562 B271,848 B1,151,387 BP19,783,8
As at December 31, 2014 8,160,265 1,034,396 1,363,690 2,508,206 1,580,014 ,684%44 305,496 1,266,503 19,903,014
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13. Investment Properties

The movements in this account follow:

Land and Building
Improvements Buildings Equipment,
and and Furniture Construction
Land Use Rights Improvements and Others in Progress Total
(In Thousands)
Cost
Balance as at December 31, 2013 B40,137,989 BIB202 B28,763,306 B26,330,118 B230,462,615
Additions 10,256,889 8,069,580 1,738,300 17,42,81 37,487,584
Reclassifications 6,057,326 4,054,655 (5,291,038) (4,789,397) 31,546
Translation adjustment (107,095) (299,725) (37,595) (155,710) (600,125)
Disposals — (122,231) (47,621) — (169,852)
Balance as at December 31, 2014 56,345,109 14@8B3, 25,125,352 38,807,826 267,211,768
Additions 9,532,222 2,023,269 675,239 8,247,796 20,478,526
Reclassifications 23,517 3,752,970 505,493 (4,178,9 138,007
Translation adjustment 102,704 158,702 20,504 5,8 401,775
Disposals (989) (1,844) (86,579) (1,051) (90,463)
Balance as aJune 3(, 2015 B66,002,56 P152,866,57 B26,240,00 P43,030,46  P288,139,61
Accumulated Depreciation, Amortization
and Impairment Loss

Balance as at December 31, 2013 B625,890 B24»3, B12,480,507 B123,564 B37,853,426
Depreciation and amortization 304,954 4,411,548 01,886 - 6,618,388
Reclassifications 1,006,644 930,670 (276,046) - 1,661,268
Translation adjustment (9,031) (43,422) (15,047) - (67,500)
Reversal of impairment loss (199,708) - - - (199,708)
Disposals — (49,968) (33,852) — (83,820)
Balance as at December 31, 2014 1,728,749 29,8¥2,29 14,057,448 123,564 45,782,054
Depreciation and amortization 104,774 2,290,500 21,887 - 3,416,811
Reclassifications - 20,407 52,914 - 73,321
Translation adjustment 7,113 26,845 8,878 - 42,836
Disposals (79) — (79,886) — (79,965)
Balance as at June 30, 20 B1,840,55 B32,210,04 B15,060,89 P123,56: B49,235,05
Net Book Value
As at June 30, 2015 P64,162,006 R120,656,533 ,B19,118 B42,906,899 PR238,904,556
As at December 31, 2014 54,616,360 117,061,188 67904 38,684,262 221,429,714

As at June 30, 2015 and December 31, 2014, theallce for impairment loss on land and
improvements and land use rights, and construatigmogress amounted to B723.6 million.
Allowance for impairment loss amounting to B19®illion was reversed in 2014.

In 2015, shopping mall complex under constructi@my pertains to costs incurred for the
development of SM Seaside City Cebu, SM City Catemg SM Center Sangandaan, SM Tianjin
and SM Zibo and the ongoing expansions and reran&tf SM Mall of Asia and SM City lloilo.

The Group has no restriction on the realizabilityji®investment properties and no obligation to
either purchase, construct or develop, and repeimtain or enhance these properties.
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14. Land and Development and Condominium Units for Sale

This account consists of:

June 30, December 31,

2015 2014
(In Thousands)
Condomnium units for sale (see Not) B10,412,70 E7,600,26!
Land and development:
Current portion (see Note 9) 14,173,950 19,571,526
Noncurrent portio 28,702,48 26,629,86

P53,289,131 P53,801,650

Condominium units for sale pertain to the complgiagjects of SMDC, HPI, Costa and ICDC.

15. Intangibles and Other Noncurrent Assets
Intangibles and other noncurrent assets included@idoand Trademarks and brandnames with
carrying values of B16,270.1 million and B6,124#%iBion as at June 30, 2015 and December 31,
2014, respectively.

Goodwill is allocated to SM Prime, Supervalue, If8VI), Super Shopping Market, Inc. (SSMI),
PMI, the Net Group and WSI and others as separ@tesC

Other Noncurrent Assets

This account consists of:

June 30, December 31,

2015 2014
(In Thousands

Deposits and advance ren B10,291,47 B7,463,41.
Receivables from real estate buyers 7,147,605 8,341,583
Derivative assets (see Notes 24 and 25) 2,863,685 2,555,708
Deferred input VA 2,232,271 2,042,04
Long-term note 925,295 -
Defined benefit asset 561,684 561,160
Escrow fund (see Note ) 132,46( 132,46(
Advances for project development (see Note 20) 44,887 48,270
Others 2,013,651 1,882,026

P26,213,018 B23,026,665

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

= Escrow fund pertains mainly to the amounts depadiiethe Parent Company in the account
of an escrow agent as required by the SEC in caiomewith the corporate restructuring in
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2013. Escrow fund as of June 30, 2015 and DeceBihe2014 also include deposits made by
SMDC for payments of liability arising from acquisen of land (see Note 9).

= OnJune 9, 2015, the Parent Company extended adéomgnote to Atlas amounting to
B927.0 million which bear a fixed interest rateldi% per annum, payable semi-annually in
arrears. The loan will mature on June 9, 20184t9%. The loan contains multiple
embedded derivatives such as conversion, call andpiions. The conversion option
pertains to the right of the Parent Company to eorihe loan into common shares of the
Borrower at the conversion price of 8.29 per slaa@ny time beginning July 21, 2015 until
June 2, 2018. The call option pertains to thetraglthe Borrower to early redeem the loan, in
whole but not in part, on or after December 9, 28i§ject to the conditions stated in the loan
agreement. The put option pertains to the riglthefParent Company to require the
Borrower to redeem all or some of the loan at thegpayment amount on the date fixed for
prepayment beginning June 9, 2016.

16.

Bank Loans
This account consists of:
June 30, December 31,

2015 2014
(In Thousands)

Parent Company -

U.S. dolla-denominated loz¢ B1,352,70! B1,341,60
Subsidiaries -
Peso-denominated loans 17,006,041 12,551,041

P18,358,741 P13,892,641

The U.S. dollar-denominated loan amounting to US$&dillion with peso equivalent of
R1,352.7 million and B1,341.6 million as at J8Ae2015 and December 31, 2014, respectively,
bears a fixed interest rate of 1.78% and 1.73% asree 30, 2015 and December 31, 2014,
respectively.

The peso-denominated loans bear annual interest ranging from 2.50% to 4.15% and 2.00% to
4.40% as at June 30, 2015 and December 31, 2Gpkatvely.

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

17.

Accounts Payable and Other Current Liabilities

This account consists of:

June 30, December 31,

2015 2014
(In Thousands)
Trade B30,763,080 B40,797,521
Accrued expenses 9,905,383 8,373,934
Nontradt 6,844,625 6,158,423
Payable to government agencies 3,970,026 3,584,157

(Forward)
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June 30, December 31,

2015 2014
(In Thousands)
Payable arising from acquisition of land P3,244,887 P3,603,261
Accrued interes 1,798,538 1,606,53
Due to related parties (see Note 20) 1,023,702 1,601,703
Derivative liabilities (see Note 25) - 1,092,382
Gift checks redeemable and others 2,476,087 3,043,148

P60,026,328 P69,861,065

The terms and conditions of the above liabilitiedofv:

= Trade payables primarily consist of liabilitiessioppliers and contractors, which are
noninterest-bearing and are normally settled ont@60-day terms.

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

= Accrued expenses pertain to accrual for sellingegs and administrative expenses which are
normally settled within the next financial year.

= Payable arising from acquisition of land is expddtebe settled within the next financial
year.

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

= The terms and conditions relating to due to relgtadies is discussed in Note 20.

= Gift checks are redeemable at face value.
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18. Long-term Debt

This account consists of:

June 30, December 31,
Availment date Maturity date Interest rate/Term Security 2015 2014
(In Thousands)
Parent Company
U.S. dollar-denominated:
Fixed rate bonds
US$350.0 million senior bonds June 10, 2014 June 10, 2024 Fixed 4.88% ; semiadnnu Unsecured P15,781,500 P15,652,000
US$500.0 million senior bonds October 17, 2012 October 17, 2019 Fixed 4.25% j-semual Unsecured 22,545,000 22,360,000
US$400.0 million exchanged bonds October 13, 2010 October 13, 2017 Fixed 5.50% j-semual Unsecured 17,456,657 17,258,109
Convertible bonds
US$250.0 million convertible bonds February 1512 February 15, 2017 Fixed 1.625% ; semi-annual  sedured - 3,695,290
US$300.0 million five-year term loans June 19,2Qluly 2, 2013 May 15, 2018 Floating six-month OR + margin ;semi-annual Unsecured 13,527,000 13,416,000
Peso-denominated:
Seven-year and ten-year retail bonds
Series C Bonds July 16, 2012 July 16, 2019 Fixed 6.00% ; semi-ahnu  Unsecured 4,648,460 4,648,460
Series D Bonds July 16, 2012 July 16, 2022 Fixed 6.94% ; semi-ahnu  Unsecured 7,683,810 7,683,810
Series E Bonds May 19, 2014 May 19, 2021 Fixed 5.30% ; semi-annual Unsecured 11,669,620 11,669,620
Series F Bonds May 19, 2014 May 19, 2024 Fixed 5.61% ; semi-annual Unsecured 3,330,380 3,330,380
Five-year and seven-year retail bonds
Series B Bonds June 25, 2009 June 25, 2016 Fixed 9.10% ; semiagdnnu Unsecured 1,000,000 1,000,000
Other peso bank loans April 23, 2013 -June 30, 2014 January 14, 2019e 2 2024 Fixed 4.39%-5.4% and PDST-F + margin eomed 19,002,300 20,195,650
Subsidiaries
U.S. dollar-denominated:
Five-year term loans May 6, 2011 -April 23, 2014 March 21, 2016 -Apr#,2019 LIBOR + spread ; semi-annual Unsecured 43300 43,825,600
Two-year, three-year and five-year bilateral loans November 30, 2010 -December 7, 2012 Novembe2@05 -August 30, 2017 LIBOR + spread ; semi-annual Unsecured 3,607,200 4,472,000
Other U.S. dollar loans November 20, 2013 November 20, 2018 LIBOR + spresni-annual Unsecured 1,127,250 1,118,000
Peso-denominated:
Five-year, seven-year and ten-year retail bonds pteBwoer 1, 2014 March 1, 2020 - September 1, 2024 ixedf5.10%-5.74% ; quarterly Unsecured 18,324,206 18,273,240
Fixed rate term loans December 27, 2012 - Dece2®e2014 December 23, 2015 - June 25, 2023 Fix@@P45.88% ; semi-annual and quarterly Unsecured 23,143,499 23,323,000
July 12, 2014 - July 31, 2014 July 12, 2021 -Jdly 2021 Fixed 5.25%-5.27% ; quarterly Secured 3,032,609 3,000,000
Five-year and ten-year notes June 19, 2012 June 20, 2017 -June 19, 2022 Fi22966.81% ; PDST-F+margin ; quarterly Unsecured 7,226,500 7,301,000
January 13, 2017 -January 12, 2022 Fixg@P6-6.10% ; PDST-F+margin ; quarterly Unsecured 4,229,200 4,272,800

Five-year, seven-year and ten-year notes

(Forward)

Jan2a3012
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Availment date Maturity date

Interest rate/Term

June 30,
Security 2015

December 31,
2014

Five-year, seven-year and ten-year corporate notes

(In Thousands)

December 20, 2010 -June 13, 2011 December 25, fldcember 20, 2020 Fixed 5.79%-6.65% ; PDST-Fgimarquarterly Unsecured B6,528,000 B6,528,000

Five-year floating rate notes March 18, 2011 -J23,e2015 March 19, 2016 -June 23, 2020 PDST-F rgima quarterly Unsecured 6,600,000 5,650,000
Corporate notes June 3, 2013 - June 28, 2014 June 3, 2020 - Ju2G@23, Fixed 5.25%-5.88% ; semi-annual Unsecured 8,683,600 8,691,800
Five-year bilateral loans February 2, 2010 - Oetdh, 2011 February 2, 2015 - October 24, 2016 ed&00% ; PDST-F+margin ; quarterly Unsecured 500,000 538,800
Other bank loans August 15, 2006 - June 8, 2015 June 24, 2015 -3up@20 Fixed 9.75% ; PDST-F+margin ; semi-aniaual quarterly Unsecured 1,525,000 1,985,280
249,418,091 249,888,839

Less debt issue cost 1,890,696 2,106,176
247,527,395 247,782,663

Less current portion 27,252,874 10,669,108
B220,274,521 B237,113,555
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Parent Company

Fixed Rate Bonds

US$400.0 million Exchanged Bonds

This issuance is comprised of US$186.3 million addal bonds, US$82.9 millioand

US$130.8 millionexchanged bonds from the existing US$350.0 miléorb% bonds due 2013 and
US$500.0 million 6.00% bonds due 2014, respectivdlge exchange was not accounted for as an
extinguishment but merely a modification of ternesduse the terms of the exchanged bonds are not
substantially different from the existing bondg (ithe difference between the present value ofdlsh
flows of the exchanged bonds and the present dlthee remaining cash flows of the existing bonds
discounted using the original effective interest i@did not exceed 10%). The carrying amount of the
bonds amounted to R17,456.7 million and R17,26#lion as at June 30, 2015 and December 31, 2014,
respectively.

Convertible Bonds

US$250.0 million Convertible Bonds

The convertible bonds have a yield-to-maturity &75% at inception and are due on its maturity at
106.67%. The bonds contain multiple embedded dgvirs which were bifurcated at inception

(see Note 25).

« Conversion option - Unless previously redeemedyedrd or purchased and cancelled, the holder
has the right to convert its outstanding bondgHerParent Company’s common shares at any time,
on or after June 15, 2012 until the close of bussren February 5, 2017, at an initial conversiocepr
of B781.45 per share translated into U.S. dofiaesfixed conversion rate of B42.711 to US$1.00.
Effective July 8, 2013, the new conversion pricB624.625 after giving effect to the 25% stock
dividends declared on April 25, 2013. If a bondleolexercises its conversion option, the Parent
Company can choose either to settle the bondssim @aissue common shares. At various dates in
2015 and 2014, the bondholders of US$98.2 millR8,695.3 million) and US$1.0 million
(B37.6 million) opted to convert their holding$ois,714,759 and 68,378 of SMIC’s shares,
respectively. As of April 9, 2015, all of the comtrele bonds have been converted into SMIC shares.

« Put option - entitles the bondholders to requieeRarent Company to redeem all or some of its bonds
on February 15, 2015 (put date) at 103.89%.

« Call option - gives to the Parent Company the rigltedeem the Bonds, in whole but not in part at
their early redemption amount on the date fixedéglemption, provided, however, that no such
redemption may be made unless the closing pritieeothares of the Parent Company (translated into
U.S. dollars at the prevailing rate) for each & 89 consecutive trading days, the last of whiduoc
no more than five days prior to redemption noticas at least 130% of the applicable early
redemption amount divided by the conversion ratio.

Five-year U.S. Dollar Loans
Portion of the loan amounting to US$180.0 millienhiedged against interest rate and foreign exchange
risks using cross-currency swap contracts (sees\&teand 25).

Seven-year and Ten-year Retail Bonds
Series C Bonds
At various dates in 2014, the Parent Company reddeé&375.0 million of the bonds.
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Series D Bonds
At various dates in 2014, the Parent Company redde®375.0 million of the bonds.

Other Peso Bank Loans

On April 14, 2015, the Parent Company prepaid B2&tllion of the B3,000.0 million five-year term
loan. The outstanding balance as at June 30, 20d December 31, 2014 amounted to
B2,710.0 million and B3,000.0 million, respedive

In June 2014, the Parent Company obtained two sgs@nterm loans amounting to

B1,600.0 million and B1,650.0 million. The anrprancipal repayment of B1.0 million will
commence on the f2month from issue date, with the last installmentrpent to be made at maturity
date.

On March 6, 2015, the Parent Company prepaidBadillion of the B1,650.0 million seven-year
term loan. The outstanding balance as at Jun2@® and December 31, 2014 amounted to
B2,349.0 million and B3,250.0 million, respediive

In August 2013, the Parent Company obtained a sgganterm loan amounting to

P2,000.0 million. The principal repayment of ®@hillion commenced on the $2nonth from issue
date, with the last installment payment to be netdeaturity date. The outstanding balance as at
June 30, 2015 and December 31, 2014 amounted &0 millon.

In April 2013, the Parent Company obtained sevar-gad ten-year term loans amounting to
B2,250.0 million and B100.0 million, respectivelphe annual principal repayment of B2.25 million
and R0.10 million, respectively, commenced onit#itmonth from issue date, with the last
installment payment to be made at maturity datee qutstanding balance as at June 30, 2015
amounted to B2,245.5 million and B99.8 millie@spectively and as at December 31, 2014 amounted
to B2,247.8 million and B99.9 million, respediyve

Subsidiaries

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

This consists of the following:

US$300.0 million syndicated loan obtained on vasidates in 2013. The loan bears an interest rate
based on the London Inter-Bank Offered Rate (LIBQPR}¥ spread, with a bullet maturity on

March 25, 2018. A portion of the loan amountindgJ®$150.0 million is hedged against interest rate
and foreign exchange risks using cross-currency swatracts (see Notes 24 and 25).

US$200.0 million syndicated loan obtained on Jan@8; 2013. The loan bears an interest rate based
on LIBOR plus spread, with a bullet maturity onuary 29, 2018. This loan is hedged against
interest rate and foreign exchange risks usingsecasrency swap contracts (see Notes 24 and 25).

Philippine Peso-denominated Five-Year, Seven-YedrT@&n-Year Retail Bonds

B18.3 billion fixed rate bonds issued on Septemb@014. The issue consists of the five-year and
six months or Series A Bonds amounting to B13(B6%llion with a fixed interest rate of 5.10% per
annum due on March 1, 2020, seven-year or Serlgsrigls amounting to

B2,362.0 million with a fixed interest rate of 322 per annum due on September 1, 2021, and ten-
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year or Series C Bonds amounting to B2,602.0anillvith a fixed interest rate of 5.74% per annum
due on September 1, 2024.

Repayment Schedule
The repayment schedule of long-term debt follows:

Gross Loan Debt Issue Cost Net
(In Thousands)

2015 B9,223,200 (B13,984) B9,209,216
2016 25,406,450 (77,859) 25,328,591
2017 26,344,807 (130,167) 26,214,640
2018 41,991,200 (546,893) 41,444,307
2019 54,359,710 (498,965) 53,860,745
2020 27,515,866 (145,795) 27,370,071
2021 22,977,149 (155,045) 22,822,104
202 13,767,17 (76,737 13,690,43
202: 4,518,96 (23,555 4,495,40!
2024 23,313,579 (221,696) 23,091,883

P249,418,091 (B1,890,696) B247,527,395

Covenants

The long-term debts of the Group contain certaiveoants includingdherence to financial ratios. The
Parent Company’s loan covenants include adhereniteancial ratios namely, (1) debt-to-equity ratio
not to exceed 80:20, and, (2) current ratio atr@mum of 0.30, and, certain restrictions with retge
material change in ownership or control. As ateJ80, 2015 and December 31, 2014, the Group is in
compliance with the terms of its debt covenants.

. Equity
Capital Stock
a. Common stock

Number of Shares

June 30, December 31,

2015 2014

Authorized - P10 par value per share 1,190,000,000 1,190,000,00
Issued and subscribed:

Balance at beginning of year 796,340,646 796,272,26

Issuances 6,714,759 68,37¢

Balance at end of period 803,055,405 796,340,64

On various dates in 2015 and 2014, additional §7B8B4common shares and 68,378 common shares,
respectively, were issued as a result of conversidghe Parent Company’s convertible bonds

(see Note 18). The excess of the conversion pxiee par value totaling B4,833.1 million and

B47.2 million in 2015 and 2014, respectively, presented under “Additional paid-in capital”
account in the consolidated balance sheet.
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As at June 30, 2015 and December 31 2014, the Faoempany is compliant with the minimum

public float as required by the PSE.

Information on the Parent Company’s registratiosexfurities under the Securities Regulation Code
follows:

Authorized Number of Issue/Offer

Date of SEC Approval Shares Shares Issued Price
March 22, 2005 105,000,000 B250
November 6, 20C 56,000,000 218
June 14, 2007 100,000,000 10
April 25, 2007 25,023,038 10
October 4, 2010 to March 13, 2012

Conversion of convertible bonds 2,851,582 453
September 24, 2012 9,100,000 700
January 23, 2013 to July 5, 2013

Conversion of convertible bonds 7,651,851 781
June 14, 2013 500,000,000 10
June 24, 2013 157,000,000 10
July 12, 2013 657,314 10
July 18, 2013 to November 1, 2013

Conversion of convertible bonds 738,483 625
August 1, 2013 7,250,000 900
August 27, 2014 68,378 625
January 15, 2015 to April 9, 2015

Conversion of convertible bonds 6,714,759 625

The Parent Company declared stock dividends in 20632007. The total number of shareholders of
the Parent Company is 1,239 and 1,237 as at Jyr#936 and December 31, 2014, respectively.

Redeemable preferred shares

Number of shares

June 30, December 31,
2015 2014
Authorized - B10 par value per share 10,000,000 10,000,000

There are no issued and subscribed preferred sasiesJune 30, 2015 and December 31, 2014.
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Cost of Parent Common Shares Held by Subsidiaries

Details of the cost of common shares held by sido$éd as at June 30, 2015 and December 31, 2014
follow:

Cost of
common shares
Shares held by held by  Selling price Gain on
subsidiaries Average cost  subsidiaries per share disposal
(In Millions) (In Millions)
As at December 31, 2011 820,491 B320.8 B263.2
Sale by SM Land and MRDC (430,000) 320.8 (137.3) RP753.3 RP184.5
As at December 31, 2012 390,491 322.4 125.9
Stock dividends (25%) 97,623 - -
Sale by SM Lan (389,612 257.7 (100.5 952.2 267.7
As at June 30, 2015
and December 31, 2014 98,502 R257.7 P25.4

Equity Adjustments from Common Control Transactions

Equity adjustments from common control transactimagnly pertain to the acquisition of various

SM China Companies by SM Prime in 2007 and vargagice companies by SM Retail in 2009. These
acquisitions were considered as business reorgamigaf companies under common control. Thus, the
acquisitions were accounted for similar to the papbf interest method.

In 2013, the Group executed a corporate restrumjud consolidate the Group’s real estate subsidiar
and real estate assets in SM Prime. At the categelil level, all transactions with the subsidianese
considered as equity transactions.

Retained Earnings

a. Appropriated

As at June 30, 2015 and December 31, 2014, retametngs appropriation is as follows:

Projects Timeline Appropriation:
(In Thousands)
Hotel projects 2013-2015 8,000,000
Commercial buildings 2012-2016 10,000,000
Acquisition of investmen 2012-201¢ 9,00¢,00C
B27,000,000

b. Unappropriated

The Parent Company’s dividend declarations in 202014 follow:

Cash Dividend Total Cash

Declaration Date ~ Record Date Payment Date per Share Dividends Declared
(In Thousans)

April 29, 2015 May 14, 2015 June 9, 2015 R10.61 8,5B0,406
April 30, 201« May 30, 201 June 26, 201 10.3¢ 8,23:,45k

The balance of retained earnings includes the agladed equity in net earnings of subsidiaries,
associates and joint ventures amounting to B18£1@illion and B137,756.2 million as at
June 30, 2015 and December 31, 2014, respecti@lgh amounts are not available for distribution
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until such time that the Parent Company receiveslitidends from the respective subsidiaries,
associates and joint ventures.

20. Related Party Transactions
Parties are considered to be related if one pastine ability, directly and indirectly, to contthke other
party or exercise significant influence over thieeptparty in making financial and operating decisio
Parties are also considered to be related if thegabject to common control.
The significant transactions with related partigiofv:

a. Rent

The Group has existing lease agreements for adficecommercial spaces with related companies
(retail, banking group and other related partiedeurtommon stockholders).

b. Management and Service Fees

The Group pays management fees to Shopping Certieagdment Corporation, Leisure Center, Inc.,
SM Lifestyle Entertainment, Inc. and Family Entartaent Center, Inc. (related parties under common
stockholders) for the management of certain officd mall premises. The Group also provides
manpower and other services to related partiesrwwodemon stockholders.

SMIC and SM Retail also receive management andcsefees from retail entities under common
stockholders for management, consultancy, manpaneiother services.

c. Dividend Income
The Group earns dividend income from certain rela&ties under common stockholders.
d. Cash Placements and Loans

The Group has certain bank accounts and cash ptateras well as bank loans and debts with BDO
and China Bank. Such accounts earn interest maspdevailing market interest rates.

e. Others

The Group, in the normal course of business, hestanding receivables from and payables to related
companies which are unsecured and normally settledsh.
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The related party transactions and outstandinghbakaas at June 30, 2015 and December 31, 2014 and
for the period ended June 30, 2015 and 2014 follow:

Amount of Transactions Outstanding Amount Terms Conditions
June 30, June 30, June 30, December 31,
2015 2014 2015 2014
(In Thousands)
Banking Group
Cash placement and Interest bearing Unsecured:
investment in debt 1.00% to no impairm’ent
securities (230,603,585) R9,288,296 P 86,509,757 B117,113,342 4.92%.
Interest bearing Unsecured:
Interest income 1.00% to no impairm’ent
1,229,838 1,220,938 360,896 436,604 4.92%.
Interest-bearing
Loans 1.63% to Unsecured
(4,246,591) 5,697,837 9,052,027 13,298,618 10.38%
Interest-bearing
Interest expense 1.63% to Unsecured
283,985 595,413 41,385 38,903 10.38%
. Noninterest Unsecured;
Rent income 323,927 297,453 201,364 181,459 bearing no impairment
. Noninterest Unsecured;
Management fee income 2,005 4,720 30,645 31,437 bearing no impairment
Service income Noni_nterest Un_secur_ed;
124 444 1,206 — bearing no impairment
Dividend income Noni_nterest Un_secur_ed;
— - 2,492,345 — bearing no impairment
Escrow Fund Noni_nterest Un_secur_ed;
- - 130,000 130,000 bearing no impairment
Retail Entities under
common Stockholders
Rent income Noni_nterest Un_secur_ed;
1,981,754 2,079,672 679,982 1,708,815 bearing no impairment
Management fee income Noni_nterest Un;ecur_ed;
165,512 218,860 125,788 196,378 bearing no impairment
Management fee expense Noni_nterest Un;ecur_ed;
598,985 550,295 146,742 101,775 bearing no impairment
Dividend income Noninterest Unsecurehbgd;
- - 394,790 871,103 bearing no impairment
Service income Noni_nterest Un_secur_ed;
303,395 330,412 114,231 190,196 bearing no impairment
Due from related parties Nonl_nterest Unsecured
116,811 (384,742) 1,310,910 1,194,099 bearing
Due to related parties Nonl_n terest Unsecured
(578,001) (675,758) 1,023,702 1,601,703 bearing
Receivable for project Noninterest Unsecured;
development - (3,231,672) - — bearing no impairment

Terms and Conditions of Transactions with Relatedi&s

The Group did not make any provision for impairmless relating to amounts owed by related parties.
There have been no guarantees provided or rectiveahy related party receivables or payables.
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21.

Cost of Merchandise Sales

This account consists of:

June 30, June 30,
2015 2014
(In Thousands)
Merchandise inventories at beginning of year P14,882,200 PB13,232,308
Purchases 75,180,005 69,887,922
Total goods available for sale 90,062,205 83,120,230
Less merchandise inventories at end of period 15,882,766 13,782,600

P74,179,439 P69,337,630

22.

Income Tax
The details of the Group’s deferred tax assetdiahdities follow:

The deferred tax assets of B2,418.0 million a2@®$8.9 million as at as at June 30, 2015 and Deeem
31, 2014, respectively, represent the tax effectebned benefit liability, unamortized past seevicost,
unrealized foreign exchange loss and others, agdeases, MCIT, unrealized mark-to-market loss on
investments, deferred income on sale of real eatedeNOLCO.

The deferred tax liabilities of B7,160.7 milliondaR6,867.9 million as at June 30, 2015 and Deeeidb,
2014 respectively, consist of the tax effects aflémarks and brand names, capitalized interest,
unrealized foreign exchange gain, unrealized goosft on sale of real estate, accrued/deferred ren
income, unrealized mark-to-market gain on investsyeand unamortized past service cost and defined
benefit asset. The disproportionate relationshtg/een income before income tax and the provision fo
income tax is due to various factors such as isténeome already subjected to final tax, non-détlec
interest expense, equity in net earnings of as@xiand dividend income exempt from tax.

The Group’s consolidated deferred tax assets &snat 30, 2015 and December 31, 2014 have been
reduced to the extent that part or all of the defbtax assets may no longer be utilized in theréut

23.

Lease Agreements

The Group’s lease agreements with its tenantsemrerglly granted for a term of one to twenty-fiveass.
Tenants likewise pay a fixed monthly rent whicleasculated by reference to a fixed sum per square
meter of area leased except for a few tenants wiagteither a fixed monthly rent or a percentage of
gross sales, whichever is higher.

Upon inception of the lease agreement, tenantsegréred to pay certain amounts of deposits (sdesNo
24 and 25).

The Group also leases certain parcels of land wémre of its malls are situated. The terms ofebse
are for periods ranging from fifteen to fifty yearesnewable for the same period under the samestenah
conditions. Rental payments are generally comphbi#éagd on a certain percentage of the gross rental
income or a certain fixed amount, whichever is bigh
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Tenant’s deposits amounted to B14,475.9 millicch Rib4,032.0 million as at June 30, 2015 and
December 31, 2014, respectively.

24.

Financial Risk Management Objectives and Policies

The Group’s principal financial instruments, othean derivatives, comprise of bank loans,

long-term debt, AFS investments, investments haldrading, time deposits, short-term investments,
cash and cash equivalents, non-trade receivaluleanees and deposits, receivable from banks amwiit cre
card, accrued interest receivable, and advancgwdgect development. The main purpose of these
financial instruments is to finance the Group’sratiens. The Group has other financial assets and
liabilities such as receivables and accounts payabdl other current liabilities, which arise dihgétom

its operations.

The Group also enters into derivative transactipriecipally, cross-currency swaps, interest ratefs,
foreign currency call options, non-deliverable fards and foreign currency range options. The @m&po
is to manage the interest rate and foreign curreiskyg arising from the Group’s operations and its
sources of finance.

The main risks arising from the Group’s financiatruments are interest rate risk, foreign curreisty
liquidity risk, credit risk and equity price riskthe BOD reviews and approves policies for managiagh
of these risks.

Interest Rate Risk
The Group’s exposure to market risk for changesterest rates relates primarily to the Group’gton
term debt obligations (see Note 18).

The Group maintains a conservative financing sgsaged has preference for longer tenor credit with
fixed interest rate that matches the nature ahitsstments. To manage this mix in a cost-efficien
manner, the Group enters into interest rate swagh€ss-currency swaps in which the Group agiees t
exchange, at specified intervals, the differendevben fixed and variable interest amounts calcdlaie
reference to an agreed notional amount. The istteate swaps economically hedge the underlying deb
obligations. The cross-currency swaps were detegray the Group under cash flow hedge accounting
(Note 25).

As at June 30, 2015 and December 31, 2014, altegténto account the effect of the swaps,
approximately 71% and 68% of the Group’s borrowiagskept at a fixed rate of interest.

Foreign Currency Risk

To manage its foreign exchange risk, stabilize ¢&msts and improve investment and cash flow plagnin
the Group enters into foreign currency swap cotdrdoreign cross-currency swaps, foreign curresaty
options, non-deliverable forwards and foreign aoecyerange options (see Note 25) with the aim of
reducing and/or managing the adverse impact ofgdsim foreign exchange rates on financial
performance and cash flows.

The Group’s foreign currency-denominated monetasgts and liabilities amounted to

B99,260.3 million (US$2,201.4 million) and B1AHB million (US$2,217.9 million), respectivelys at
June 30, 2015, and B88,187.1 million (US$1,974lllom) and

B108,775.1 million (US$2,423.4 million), respeetiy as at December 31, 2014.

As at June 30, 2015 and December 31, 2014, appateiyd6.2% and 46.7%, respectively, of the
Group’s total consolidated bank loans and long-teetnt were denominated in US Dollars. Thus,
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appreciation of the Philippine peso against theDd8ar will decrease both the principal amount foé t
foreign currency-denominated debt and interestes@en the Group’s debt in Philippine peso terms.

In translating the foreign currency-denominated etary assets and liabilities to peso amounts, the
exchange rates used were B45.09 to US$1.00,4hd2Bto US$1.00, the Philippine peso to U.S. dolla
exchange rates as of June 30, 2015 and Decemb20 B4, respectively.

Liquidity Risk

The Group seeks to manage its liquidity profilééoable to finance capital expenditures and service
maturing debts. To cover its financing requireraetite Group intends to use internally generatadsu
and proceeds from debt and equity issues and cltestain assets. The Group also has readilyablai
credit facility with banks and related parties teanits long-term financial liabilities.

As part of its liquidity risk management prograie (Group regularly evaluates its projected andahctu
cash flow information and continuously assessesitions in the financial markets for opportunittes
pursue fund-raising initiatives. These initiativeay include bank loans, export credit agency-gquesd
facilities, debt capital and equity market issues.

The Group’s financial assets, which have maturiidess than 12 months, and used to meet its-short
term liquidity needs, include the following:

June 3Q Decembef],
201¢ 2014
(In Thousand:
Cash and cash equivalents B36,643,31 P69,133,38
Current portion of time deposits 9,085,85! 9,000,324
Investments held fctrading - bond: 299,32 307,83
Current portion of AFS investmel -
Bonds and corporate notes - 986,74.
Credit Risk

The Group trades only with recognized and creditimorelated and third parties. It is the Groupdiqy
that all customers who wish to trade on credit teame subject to credit verification procedures. |
addition, receivable balances are monitored omgalae basis which aims to reduce the Group’s exgosu
to bad debts at a minimum level. Given the Groulverse base of customers, it is not exposed¢e la
concentrations of credit risk.

With respect to credit risk arising from the otfieancial assets of the Group which comprise oheasd
cash equivalents, time deposits, investments leeltdding, AFS investments and certain derivative
instruments, the Group’s exposure to credit riskearfrom default of the counterparty, with a maxim
exposure equal to the carrying amount of theseumstnts, without considering the effects of coliate
Since the Group trades only with recognized relatedithird parties, there is no requirement for
collateral.

Receivable from sale of real estate has minimalitrisk and is effectively collateralized by the
respective units sold since title to the real egtabperties are not transferred to the buyers furiti
payment is made.

As at June 30, 2015 and December 31, 2014, thedialsassets, except for certain receivables andl AF
investments, are generally viewed by managemegbdas and collectible considering the credit histofry
the counterparties. Past due or impaired finaradaéts are very minimal in relation to the Grougptal
financial assets.



- 45 -

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

High Quality This pertains to a counterparty who is not etgrkto default in settling its obligations,
thus credit risk exposure is minimal. This normaficludes large prime financial institutions, ccmpes
and government agencies.

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

Equity Price Risk

Management monitors the equity securities in te&timent portfolio based on market expectations.
Material equity investments within the portfoliceananaged on an individual basis and all buy alhd se
decisions are approved by management.

Capital Management
The primary objective of the Group’s capital mammagat is to ensure that it maintains a strong credit
rating and healthy capital ratios in order to supfie business and maximize shareholder value.

The Group manages its capital structure and makestanents to it, in light of changes in economic
conditions. To maintain or adjust the capital cfinoe, the Group may adjust the dividend payment to
shareholders, pay off existing debts, return chftahareholders or issue new shares.

The Group monitors its capital gearing by measutirggfollowing ratios and maintaining them at not
lower than 50:50.

= Net interest-bearing debt divided by total capilals net interest-bearing debt

= Interest-bearing debt divided by total capital phierest-bearing debt.

June 30, December 31,
2015 2014
(In Thousands)
Bank loans B18,358,741 B13,892,641
Long-term debt 247,527,395 247,782,663
Less:
Cash and cash equivalents
(excluding cash on har (35,660,56) (67,964,56¢
Time deposits (59,465,930) (56,579,714)
AFS investments (bonds and corporate notes) (4,535,192) (5,626,784)
Investments held for tradir- bonds (299,327) (307,835
Long term notes (925,295) -
Total net interest-bearing debt (a) 164,999,830 131,196,402
Total equity attributable to owners of the Parent 270,273,518 257,004,114

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

P435,273,348

P388,200,516

Gearing ratio - net (a/b)

38%

34%




- 46 -

June 30, December 31,

2015 2014
(In Thousands)
Bank loans B18,358,741 B13,892,641
Long-term debt 247,527,395 247,782,663
Total interest-bearing debt (a) 265,886,136 261,675,304
Total equity attributable to owners of the Parent 270,273,518 257,004,114
Total interest-bearing debt and equity attributdble
owners of the Parent (b) B536,159,654 PB518,679,418
Gearing rati - gros: (a/b) 50% 50%

25. Financial Instruments

Fair Values

The carrying values and estimated fair values ef@noup’s financial assets and liabilities, by gatg
and by class, except for those with carrying ametimt are reasonable approximations of fair value
follow:

June 3(, 201*
Quoted Prices Significant Significant
in Active Observable Unobservable
Carrying Markets Inputs Inputs
Value Fair value (Level 1) (Level 2) (Level 3)
(In Thousands)

Assets Measured at Fair Value
Financial assets at FVPL -
Derivative assets P2,863,68! P2,863,68! B— P2,863,68! B—

Assets for which Fair Values are Disclose
Loans and receivables:

Time deposits (including noncurrent portion) 59,465,930 63,343,724 63,343,724
Receivables - net (including noncurrent portion
of receivables from real estate buyers) 47,828,796 47,710,347 47,710,347
107,294,726 111,054,071 - — 111,054,071
P110,158,411 PR113,917,756 B— P2,863,685111,054,071

Liabilities Measured at Fair Value
Financial Liabilities at FVPL -
Derivative liabilities B10,132 B10,132 B— P10,132 B—
Liabilities for which Fair Values are Disclosed
Other Financial Liabilities:
Long-term debt (including current portion and

net of unamortized debt issue cost) 247,527,395 263,414,498 - - 263,414,498
Tenants’ deposits and others * 22,733,103 21,633,347 - - 21,633,347
270,260,49  285,247,84 — —  285,247,84
B270,270,63 PB285,257,97 B- P10,13. P285,247,84

* Excluding nonfinancial liabilities amounting ®#474.1 million as at June 30, 2015.
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December 31, 2014
Quoted Prices  Significant Significant
in Active Observable Unobservable
Carrying Markets Inputs Inputs
Value Fair value (Level 1) (Level 2) (Level 3)
(In Thousands)

Assets Measured at Fair Value
Financial assets at FVPL -
Derivative assets B2,555,708 B2,555,708 B- 55872708 B—
Assets for which Fair Values are Disclosed
Loans and receivables:

Time deposits (including noncurrent portion) 514 60,736,045 - 60,736,045
Receivables - net (including noncurrent portion
of receivables from real estate buyers) 39,351,40339,264,893 - 39,264,893
95,931,117 100,000,938 - — 100,000,938
B98,486,825 PB102,556,646 B— B2,555,708 RI10OQZ®

Liabilities Measured at Fair Value
Financial Liabilities at FVPL -
Derivative liabilities B1,151,087 B1,151,087 - B B58,705 B1,092,382
Liabilities for which Fair Values are Disclosed
Other Financial Liabilities:
Long-term debt (including current portion and

net of unamortized debt issue cost) 247,782,663 5338340 - - 258,583,840

Tenants’ deposits and others * 20,930,951 20,646,6 - - 20,646,657
268,713,614 279,230,497 — — 279,230,497

B269,864,701 PB280,381,584 B— B58,705 B28B222,

* Excluding nonfinancial liabilities amounting ®475.1 million as at December 31, 2014.

There were no transfers between Level 1 and Lef&k alue measurements and no transfers into and
out of Level 3 fair value measurements as at JOn@@®&L5 and December 31, 2014.

Derivative Financial Instruments

To address the Group’s exposure to market risklianges in interest rates arising primarily frosn it
long-term floating rate debt obligations and to agmits foreign exchange risks, the Group enterd i
various derivative transactions such as cross-eayrewaps, interest rate swaps, foreign currenity ca
options, non-deliverable forwards and foreign cocgerange options.

Derivative Assets

June 30, December 31,
2015 2014

(In Thousands)

Parent:
Cross-currency swaps B9O84,148 B922,894
SM Prime:
Cross-currency swaps 1,879,537 1,602,332
Interest rate swaps — 30,482

P2,863,685 P2,555,708
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Derivative Liabilities

June 30, December 31,
2015 2014
(In Thousands)

Parent:
Options arising from convertible bonds P— R1,092,382
SM Prime:
Interest rate swaps 10,132 58,705
10,132 1,151,087
Less current portion — 1,092,382
Noncurreniportion P10,132 B58,705

Derivative Instruments Accounted for as Cash Floydées

Cross-currency Swapdn 2013, the Parent Company and SM Prime eniatectross-currency swap
transactions to hedge both the foreign currencyimietdest rate exposures on its U.S.
dollar-denominated five-year term loans (the hedgeds) (see Note 18).

Under the floating-to-fixed cross-currency swaps, tedged U.S. dollar-denominated loans have been

converted into Philippine peso-denominated loddstails of the floating-to-fixed cross-currency gsa

are as follows:

= Swap the face amount of the loans at US$ for tigrieed Philippine peso equivalents with the
counterparty banks and exchange, at maturity tseyrincipal amount originally swapped.

= Pay fixed interest at the Philippine peso noti@mabunt and receive floating interest on the US$
notional amount, on a semi-annual basis, simultas@oth interest payments on the hedged loans.

As the terms of the swaps have been negotiateditohnthe terms of the hedged loans, the hedges were

assessed to be highly effective. No ineffectiverveas recognized in the consolidated statement of
income for the six-month period ended June 30, 201t62014.

Details of the hedged loans follow:

Outstanding Principal Balance Interest Rate Mptidate
(In Thousands)
(In US$) (In PhB)
Parent -
Unsecured loans US$180,000 B8,116,200 6-monthiIBSR + 1.70% May 15, 2018
SM Prime:
Unsecured loan 200,000 9,018,000 6-month US LIBOR70% January 29, 2018

Unsecured loan 150,000 6,763,500 6-month US LIBAOR70% March 25, 2018
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The Group’s outstanding cross-currency swaps agreg 30, 2015 follow:

US$:R Fair Value
Notional Amounts Receive Pay Rate Maturity Gain
(In Thousands) (In Thousands)
(InUS$)  (In PhR)
Parent:
Floating-to-Fixed US$50,000 B2,059,250 6M US LB®170bps 4.05% P41.19 May 15, 2018 B274,860
Floating-to-Fixed 60,000 2,478,000 6M US LIBOR70lbps 4.03% 41.30 May 15, 2018 324,172
Floating-to-Fixed 70,000 2,888,200 6M US LIBOR70lbps 3.98% 41.26 May 15, 2018 385,116
SM Prime:
Floating-to-Fixed 150,000 6,100,500 6M US LIBORZ) bps 3.70% 40.67 January 29, 2018 874,824
Floating-to-Fixed 50,000 2,033,500 6M US LIBORA0bps 3.70% 40.67 January 29, 2018 259,942
Floating-to-Fixed 50,000 2,055,000 6M US LIBOR70lbps 3.90% 41.10 March 23, 2018 272,977
Floating-to-Fixed 50,000 2,055,000 6M US LIBOR?0lbps 3.90% 41.10 March 23, 2018 235,828
Floating-to-Fixed 50,000 2,055,000 6M US LIBOR?0lbps 3.90% 41.10 March 23, 2018 235,966

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 fair valugefoutstanding cross-currency swaps amounting to
P1,941.3 million gain as at June 30, 2015 wastéakequity under other comprehensive income. No
ineffectiveness was recognized in the consolidstattment of comprehensive income for the period
ended June 30, 2015. Foreign currency translatising from the hedged loan amounting to

R196.6 million gain was recognized in the consiid statement of comprehensive income for th@geri
ended June 30, 2015. A foreign exchange gain abprivto the same amount was recycled from eqaity t
the consolidated statement of comprehensive inaumeag the same period.

Other Derivative Instruments Not Designated as Aotiog Hedges
The Group’s interest rate swaps presented by niafnafile follow:

Aggregate Fair Value

Yeal Maturity Interest Notional June 30, December 31,
Obtainel Date Payment Amount Receive Pay 2015 2014
(In Thousandp (In Thousands)
Floating-to-Fixed
2013 June 2015 Quarterly B349,440 3MPDST-F 3.6596% B— (R1,882)
2011 March 2015 Semi-annual $145,000 6 months2.91%-3.28% - (37,535)
LIBOR+margin%
2010 November 2015 Semi-annual $30,000 6 months 3.18% (10,132) (19,288)

LIBOR+margin%

Fixed-to-Floating
2010 June 2015 Quarterly  B1,570,560 5.44%-7.36% 3MPDST-F B— B30,482

Interest Rate Swapsn 2013, SM Prime entered into two floating to fixehilippine peso interest rate
swap agreements with a notional amount of B17%l@mmeach to offset the cash flows of the twoedik

to floating Philippine peso interest rate swapgt in 2010 to reflect SM Prime’s partial prepagtredf
the underlying Philippine peso loan (see Note ¥8&.at June 30, 2015 and December 31, 2014, these
swaps have B2.0 million gain and B2.0 milliors|asspectively.

In 2011, SM Prime entered into floating to fixed&JiBiterest rate swap agreements with an aggregate
notional amount of US$145.0 million. Under theesanents, SM Prime effectively converts the floating
rate U.S. dollar-denominated term loan into a fixe loan with semi-annual payment intervals up to
March 2015 (see Note 18). Fair value changes frmmmatured swap recognized in the unaudited interi
consolidated statement of income amounted to B&8lidn gain in 2015.
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In 2010, SM Prime entered into the following intdreate swap agreements:

» A USS$ interest rate swap agreement with a nomimaluat of US$30.0 million. Under the
agreement, SM Prime effectively converts the flogitiate U.S. dollar-denominated five-year bilateral
unsecured loan into a fixed rate loan with semiuahipayment intervals up to November 2015
(see Note 18). As at June 30, 2015 and Decemh@(034, the floating to fixed interest rate swap ha
a negative fair value of B10.0 million and B1®i0ion, respectively.

= Two Philippine peso interest rate swap agreemeitbsannotional amount of B1,000.0 million each,
with amortization of B10.0 million every annivemga The consolidated net cash flows of the two
swaps effectively converts the Philippine peso-dainated five-year inverse floating rate notes into
floating rate notes with quarterly payment intesvap to June 2015 (see Note 18). As at June 30,
2015 and December 31, 2014, the interest rate shapspositive fair values of B31.0 million and
P31.0 million, respectively.

Non-deliverable Currency Forwards and Swaps2015 and 2014, SM Prime entered into sell Rland
USS$ currency forward contracts. It also entered sell US$ and buy B currency forward and swap
contracts with the same aggregate notional amoNat.fair value changes from the settled currency
forward and swap contracts recognized in the ciseield statement of income amounted to B7.0 millio
gain in 2015 and B12.0 million gain in 2014.

US$250.0 million Convertible Bond$he Parent Company’s convertible bonds containipialt
embedded derivatives which were bifurcated andwatea for as a single compound derivative
(see Note 18).

The reconciliation of the amounts of derivativesassnd liabilities recognized in the consolidated
balance sheets is as follows:

June 3Q December 3.
2015 2014
(In Thousand:
Derivative assets (see Note 15) B2,863,685 B2,555,70
Derivative liabilities (10,139 (1,151,08)
Balance at end of period B2,853,553 B1,404,62
26. EPS Computation

June 30, June 30
2015 201¢

(In Thousands Except Per Share Data)
Net income attributable to common owners of theeRiafa B13,494,480 B12,310,38

Weighted average number of common shares outs@ifmtin

the period (b) 797,477 796,27:

Basic EPS (a/b) P16.92 P15.46
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27. Reclassification

The comparative information in the consolidatea@ficial statements for the year ended December 31,
2014 and six month period ended June 30, 2014 e reclassified to conform to the presentation of

the financial statements for the period ended 30n&015.
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PART 1 FINANCIAL INFORMATION

Iltem 2. Management Discussion and Analysis or Plan of Opetian

Result of Operations
For the Six Months Ended June 30, 2015 and 2014
(amountsin billion pesos)

%
Accounts 06/30/2015| 06/30/2014 Change

Revenue P 138.9 P 1309 6.2%
Cost and Expenses 110.8 105.0 5.5%
Income from Operations 28.1 25.9 9.0%
OtherCharge 3.9 4.2 -7.3%
Provision for Income Tax 4.4 4.0 13.0%
Minority Interest 6.3 5.4 17.1%
Net Income Attributable to

Equity Holders of the

Parent P 135 P 12.3 9.6%

SM Investments Corporation and Subsidiaries (theugyreported aNet IncoméAttributable to Equity
Holders of the Parenbf P13.5 billion andRevenuesf P138.9 billion in 2015. This represents a 9.6%
growth inNet Incom@ttributable to Equity Holders of the Paresmid 6.2% growth iflRevenues

Income from Operationfncreased by 9.0% to P28.1 billion from P25.8idmllin 2014. Operating
Margin andNet Marginis at 20.3% and 9.7%, respectively.

Merchandise Salegrew by 6.1% to P96.7 billion from P91.2 billiom 2014 due partly to the opening of
20 new stores in 2015.

The Non-FoodandFood Groupcomprised 39% and 61%, respectively, of merchanstides in 2015 and
40% and 60%, respectively, of merchandise salgf14.

As of June 30, 2015M Retail had?89 stores nationwide, namely: SM Stores41 SM Supermarkets
127 SaveMorestores, 48M Hypermarketand 27WalterMart stores.

Real Estate Saldscreased by 2.9% to P12.5 billion from P12.1lidmllin 2014 due to increase in sales
take-up and higher construction accomplishmenggrajects launched from 2010 to 2013 namely, Grace
Residences in Taguig, Breeze Residences and ShlasideRces in Pasay, Green Residences in Manila,
Trees Residences in Quezon City, and Wind ResidencEagaytay City.

Real Estate Gross Margimproved from 43.2% in 2014 to 45.6% in 2015. ST attributable to
efficient management, tighter monitoring and candfaonstruction costs.

Rent Revenuedlerived mainly from the mall operations of SMrRei Holdings, Inc. (SM Prime),
increased by 11.3% to P17.7 billion from P15.9idmllin 2014. The increase iRent Revenuews
primarily due to the new malls which opened in 2608 2014, namel&M Aura Premiein Taguig,SM
City BF Parafiaqueand SM City Cauayann Isabela province, as well as the expansion opping
spaces in Mega Fashion Hall$M Megamalin Mandaluyong SM Center Angonm Rizal province and
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SM City Bacolodn Negros Occidental with a total gross floor aoé®52,000 square meters. Excluding
the new malls and expansions, same-store rentaltigris at 7%. Rentals from commercial operations
also increased due to the opening of SM Cyber WedtFive Ecom. Rentals from hotels and convention
centers also contributed to the increase due toawgment in average and occupancy rates.

As of June 30, 201%M Primehad 52 malls in the Philippines and 5 malls inr@hi

Cinema Ticket SaleendAmusement Revenuesnained at P3.2 billion in 2015 and 2014. Thedlawth

in cinema ticket sales was partly offset by therease in amusement revenues. The increase in
amusement revenues was due mainly to the openingkpfRanch Pampanga, increase in food and
beverage income of the Hotel Group as well as as@eén sponsorship income.

Equity in Net Earnings of Associates and Joint Wesst increased by 2.7% to P6.7 billion from
P6.5 billion in 2014. This is attributable to therease in net income &@&DO due mainly from the
sustained growth in its lending and deposit-takinginesses, notable gains from fee-based and tyeasu
activities and managed operating expenses.

Dividend, Management Fees and Other Reverineseased by 9.3% to P2.1 billion in 2015 from
P1.9 billion 2014 due mainly to increase in divide and other revenues. Other revenues comprise
mainly of service fees for the promotional actesti highlighting products, commission from bills
payment, prepaid cards and show tickets and seindcene.

Operating Expensefncreased by 3.5% to P29.8 billion from P28.8idnll in 2014 due mainly to
additional operating expenses associated with ¢mstouction of new, and/or, expansion of malls, new
retail stores, store renovations and real estaijegs.

Other Charges (netjecreased by 7.3% to P3.9 billion from P4.2 hillio 2014 attributable mainly to the
69.5% decrease inoss on Fair Value Changes on DerivatitesP0.1 billion from P0.5 billion in 2014.
This fair value change pertains mainly to the USB25million convertible bonds of SMICForeign
Exchange Gain and Othersmained at P0.2 billion in both periods.

Provision for Income Taincreased by 13.0% to P4.5 billion from P4.0 billiin 2014 due to higher
taxable income. The effective income tax rateBigl% in 2015 and 18.3% in 2014.

Non-controlling interesincreased by 17.1% to P6.3 billion in 2015 from4Pillion in 2014 due to the
increase in net income of certain partly-owned glildes.
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Accounts 06/30/2015 12/31/2014 % Change
Current /sset P 14.€ P 14.C -19.8%
Noncurrent Assets 573. 527.9 8.6%
Total Asset: P 7:21.C P 7119 1.3%
Current Liabilities P 107.6 P 96.3 11.7%
Noncurrent Liabilitie 250.€ 265.6 -5.6%
Total Liabilities 358.2 361.9 -1.0%
Stockholders’ Equity 362.8 350.0 3.7%
Total Liabilities and
Stockholders’ Equity P 721.0 P 7119 1.3%

Total Assetsincreased by 1.3% to P721.0 billion from P711.8doi in 2014. On the other hand, total
Liabilities decreased by 1.0% to P358.2 billion from P361llfbhiin 2014.

Current Assets
Current Assetsglecreased by 19.8% to P147.6 billion from P184lidibin 2014.

Cash and Cash Equivalendecreased by 47.0% to P36.6 billion from P69.lobilin 2014 due mainly to
new investments in associates and payment of didigle

Time Deposits and Short-term Investmentscreased by 1.0% to P9.1 billion from
P9.0 billion in 2014.

Investments Held for Trading and Salecreased by 76.5% to P1.0 billion from P4.2daillin 2014 due
mainly to available-for-sale (AFS) investments whinatured during the period and the reclassificatio
a certain investment to Investments in associatégant ventures.

Receivablesincreased by 31.2% to P40.7 billion from P31.0lidl in 2015 due mainly to the
P5.1 billion increase in trade receivables resglfiom higher construction accomplishments of solds

as well as new sales for the period and increagividends receivable mainly from associates and in
receivable from tenants.

Merchandise Inventoriemcreased by 6.7% to P15.9 billion from P14.9idllin 2014. The increase is
mainly attributable to the Food Group.

Other Current Assetdecreased by 20.6 % to P44.3 billion from P55l&hiin 2014 due to the collection
of receivable from sale of a portion of the Grougtake in an associate in 2014 and sale of condomin
units.

Noncurrent Assets

Noncurrent Assetisicreased by 8.6% to P573.4 billion from P5271Bdni in 2014.

AFS Investmentsicreased by 12.8% to P21.7 billion from P19.8dsilin 2014 due mainly to increase in
market value of certain AFS investments and new Aiv8stments.
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Investments in Associates and Joint Venturesincreased by 12.5% to
P163.6 billion from P145.5 billion in 2014 due migito new investments.

Time Depositsncreased by 5.9% to P50.4 billion from P47.6idmilin 2014. The increase pertains to the
proceeds of the AFS bonds which matured duringénsd.

Property and Equipmentecreased by 3.6% to P19.2 billion from P19.9dsillin 2014.

Investment Propertiesicreased by 7.9% to P238.9 billion from P221Mdoi in 2014. The increase is
primarily attributable to ongoing new mall projettgated in Cebu City, Cabanatuan, Cagayan de Oro
and Caloocan in the Philippines and Zibo and Timinji China; ongoing mall expansions and renovations
of the SM Mall of Asia and SM City lloilo; landbaimg; and construction costs incurred for ongoing
projects of the hotel group namely, Conrad HotehNéaand Park Inn by Radisson Clark.

Land and Developmeriticreased by 7.8% to P28.7 billion from P26.6idullin 2014. The increase
pertains to the development cost of ongoing resialeprojects.

Deferred Tax Assefacreased by 5.4% to P2.4 billion from P2.3 billim 2014. The increase pertains to
NOLCO.

Other Noncurrent Asseiacreased by 13.8% to P26.2 billion from P23.0idyil in 2014. The increase
pertains mainly to the additional bonds and depdsit land acquired and new investment in long-term
notes.

Current Liabilities

Current Liabilitiesincreased by 11.7% to P107.6 billion from P96IBdpi in 2014.

Bank Loansgncreased by 32.1% to P18.4 billion from P13.9dyilin 2014 due mainly to new availments
during the period.

Current Portion of Long-term Debbcreased by 155.4% to P27.2 billion from P10lidoi in 2014 due
mainly to reclassification of maturing loans fromngurrent to current.

Accounts Payable and Other Current Liabilitiedecreased by 14.1% to P60.0 billion from
P69.9 billion in 2014 due mainly to settlement af/ables for trade transactions

Dividends Payablelecreased by 34.9% to P0.2 billion from P0.3dpillin 2014. This mainly represents
dividends due to minority stockholders of certaibhgdiaries.

Income Tax Payablecreased by 11.7% to P1.8 billion from P1.6 oillin 2014 due mainly to higher
taxable income in 2015.

Noncurrent Liabilities

Noncurrent Liabilitiesdecreased by 5.6% to P250.6 billion from P265l®hiin 2014.

Long-term Debt - Net of Current Portiaecreased by 7.1% to P220.3 billion from P237lliohiin 2014
due mainly to loans which matured during the pedad reclassification to current portion of longate
debt of maturing loans.
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Tenants’ Deposits and Otheirscreased by 7.4% to P23.2 billion from P21.6idwillin 2014. The increase
is coming mainly from SM Prime’s retention payaatel customers’ deposits.

Deferred Tax Liabilitiesncreased by 4.3% to P7.2 billion from P6.9 billio 2014.

Noncurrent Derivative Liabilitydecreased by 82.7% to P0.01 billion from PO.lidsillin 2014 due to
mark-to-market gains on interest rate swaps uséedge interest rate exposure on loans and matfrity
various interest rate swaps in March and June 2015.

Equity
Total Equityincreased by 3.7% to P362.8 billion from P350Idwi in 2014.

Equity Attributable to Owners of the Parenhcreased by 5.2% to P270.3 billion from
P257.0 billion in 2014. This increase resulted ntyaifrom (a) Additional Paid-in Capital which
increased by 6.7% to P76.8 billion from P72.0 billin 2014 due to the conversion of US$ bonds to
SMIC common shares (et Unrealized Gain on AFS Investmewsich increased by 32.1% to P13.5
billion from P10.2 billion in 2014 due mainly toghappreciation in market value of AFS investmerfits o
subsidiaries and associates, and, (c) 13.2% iserie&umulative Translation Adjustmerglating mainly

to the translation of the financial accountsSdl Chinamalls from China Yuan Renminbi to Philippine
Peso from P0.9 billion to P1.0 billion in 2015.

Non-controlling Interestslecreased by 0.4% to P92.5 billion from P92.9dgilin 2014.
The Company has no known direct or contingent ftrelnobligation that is material to the Company
operations, including any default or acceleratibarobligation. The Company has no off-balanaeesh

transactions, arrangements, obligations duringeherting period and as of the balance sheet date.

There are no known trends, events, material chasgasonal aspects or uncertainties that are expaxt
affect the company’s continuing operations.
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Key Performance Indicators

The following are the key financial ratios of theoGp for the period ended June 30, 2015 and 20d4 an
December 31, 2014:

Accounts 06 / 30/ 2015 12 /31/ 2014
Current Rati 1.4 1.¢
Asset to Equity 2.( 2.0
Debtequity Ratios
On Gross Basis 50:50 50:50
On Net Basis 38:6p 34 :66
Accounts 06 / 30/ 2015 06 / 30/ 2014
Revenue Grow! 6.2% 7.2%
Net Income to Revenues 9.7% 9.4%
Net Income Growth 9.6% -3.1%
Return on Equity 11.5% 12.0%
EBITDA (in billions of pesos) P33.7B P31.3B
Interest Coverage 6.2 5.7x

Current ratio decreased to 1.4 from 1.9 in 2014 chanly to decrease iRurrent Assetof 19.8%
coupled with an increase @urrent Liabilitiesof 11.7%.

Asset to equity ratio remained at 2.0 in both p#sio
Gross debt-equity ratio remained at 50:50 in 20ib2014.

Net debt-equity ratio increased to 38:62 from 3466014 due to 25.8% increase in net debts from
P131.2 billion to P165.0 billion in 2015.

The decrease in revenue growth to 6.2% from 7.2%0i4 is attributable mainly to higher growth of
Merchandise sales, Equity in net earnings, Rematnues, and Cinema ticket sales, amusement and
others in 2014 compared to 2015.

Net income growth increased to 9.6% from -3.1% @14 due mainly to lower growth of cost and
expenses and other charges in 2015 compared to 2014

The 50 bps decrease in Return on equity to 11.5% f£2.0% in 2014 is due mainly to higher average
equity growth of 9.4%.

EBITDA increased by 7.6% to P33.7 billion from P3billion in 2014.

Interest Coverage increased to 6.2x from 5.7x iM2fue to higher increase in EBITDA and 1.1%
decrease in interest expense.
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The manner by which the Company calculates theytong indicators is as follows:

1.

Current Ratio

Asset to Equity Ratio

Debt — Equity Ratio

a. Gross Basis

b. Net Basis

Revenue Growth

Current Assets
Current Liabilities

Total Assets
Total Stockholders’ Equity

Total Interest Bearing Debt
Total Equity Attributable to Equity Holdeo$§ the Parent
+ Total Interest Bearing Debt

Total Interest Bearing Debt less cashcasstl equivalents excluding cash_on hand,
time deposits, investment in bonds held for trgdind available for sale Total

Equity Attributable to Equity Holders of the Parentotal Interest Bearing Debt
less cash and cash equivalents excluding cashrah hdéime deposits, investments
in bonds held for trading and available for sale

Total Revenues (Current Period) - 1

Total Revenues (Prior Period)

Net Income to Revenue Net Income Attributable doiify Holders of the Parent

Net Income Growth

Return on Equity

EBITDA

Interest Coverage

Total Revenues

Net Income Attributable to Eguitolders of the Parent (Current Period) - 1

Net Income Attributable to Equity Holders of ther&a (Prior Period)

Net Income Attributable to Equitglders of the Parent (Annualized)

Average Equity Attributable to Equity Holdesf the Parent

Income from Operations + Depreciation 8nArtization

EBITDA

Interest Expense
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Expansion Plans / Prospects for the Future

Malls

For the rest of 2015, SM Prime will open 4 new myalbcated in SM Seaside City, Cebu; Sangandaan,
Caloocan; and Cabanatuan, Nueva Ecija in the Pimigs and Zibo in China, and complete the expansion
of SM City lloilo and SM City Lipa. SM Megacent@abanatuan in Nueva Ecija was also re-launched
last April 2015. By yearend, SM Prime will have BRlls in the Philippines and 6 in China with an
estimated combined gross floor area of 8.3 milqouare meters.

Residential

For 2015, SMDC plans to launch at least 5 new condioims consisting of about 12,000 — 15,000 units
in the cities of Taguig, Quezon, Mandaluyong, TaggylLas Pifias, Parafiaque, and Pasay at the Mall of
Asia Complex.

Commercial
SM Prime is currently constructing Three E-com @emthich is scheduled for opening in 2017.

Hotels and Convention Centers
Conrad Hotel Manila in the Mall of Asia Complex®asay and Park Inn by Radison Clark in Pampanga
are expected to open in the last quarter of 2015.

The Property Group’s land banking initiatives wveitintinue in 2015.

For the rest of 2015, the Retail Group will be dpgn2 SM Stores3 SM SupermarketslO SaveMore
stores 1 SM Hypermarkeand 5WalterMart stores.

The above expenditures will be funded through irally generated sources and other capital raising
initiatives such as bond issuances and loan avatbne
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PART | FINANCIAL INFORMATION

Item 3. Aging of Accounts Receivable — Trade

SM Investments Corporation and Subsidiaries
Aging of Accounts Receivable - Trade

As of June 30, 2015

(in Thousands)

Receivable from tenants

Third-party tenants P 7,785,303
Related-party tenants 1,315,816
Receivable from real estate buyers
- net of non-current portion 27,375,277
Total P 36,476,396
Aging:
Neither past due nor impaired P 31,840,123
31-90 days 1,135,810
91-120 days 635,043
Over 120 days 2,434,924
Impaired 430,496

Total P 36,476,396
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PART Il - SIGNATURE

Pursuant to the regquirements 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

7/ 7@4( Date:  08-12-15

Fankliff C. G me
Senior Vice Pr dent— Finance
Alternate Corporate Information Officer




