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PART I FINANCIAL INFORMATION

Iltem 1. Consolidated Financial Statements

SMINVESTMENTSCORPORATION ANDSUBSIDIARIES

Consolidated Financial Statements
March 31, 2012 and December 31, 2011
and for the Three Months Ended March 31, 2012 &id 2



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
(Amounts in Thousands)

March 31, December 31,
2012 2011
(Unaudited) (Audited)

ASSETS
Current Assets
Cash and cash equivalents (Notes 5, 16, 20, 24%)nd 2 B37,346,395 B56,050,322
Time deposits and short-term investments (Notd8620, 24 and 25) 860,631 879,410
Investments held for trading and sale (Notes 720024 and 25) 2,001,488 1,939,709
Receivables (Notes 8, 15, 20, 24 and 25) 15,735,850 11,764,852
Merchandise inventories - at cost (Note 21) 13,820,682 13,436,456
Other current assets (Notes 9, 14, 20, 24 and 25) 16,475,567 17,189,740

Total Current Assets 86,240,613 101,260,489
Noncurrent Assets
Available-for-sale investments (Notes 10, 20, 24 25) 14,444,214 12,453,181
Investments in shares of stock of associates (Mbte 95,806,612 88,417,849
Time deposits (Notes 6, 18, 20, 24 and 25) 47,018,002 37,416,562
Property and equipment (Note 12) 15,258,920 15,092,354
Investment properties (Notes 13 and 18) 136,161,120 131,275,911
Land and development (Note 14) 22,875,867 23,012,453
Intangibles (Note 15) 15,354,200 15,354,200
Deferred tax assets - net (Note 22) 693,283 694,644
Other noncurrent assets (Notes 8, 15, 20, 24 and 25 25,429,348 24,084,415

Total Noncurrent Assets 373,041,566 347,801,569

P459,282,179

P449,062,058

LIABILITIES AND EQUITY
Current Liabilities

Bank loans (Notes 16, 20, 24 and 25) B12,766,960 B25,747,920
Accounts payable and other current liabilities @017, 20, 24 and 25) 35,485,103 44,749,807
Income tax payable 2,011,622 1,331,046
Current portion of long-term debt (Notes 13, 18,20and 25) 7,008,056 7,920,961
Dividends payable (Notes 24 and 25) 25,393 25,696
Total Current Liabilities 57,297,134 79,775,430
Noncurrent Liabilities
Long-term debt - net of current portion (Notes 18, 20, 24 and 25) 147,124,603 128,464,019
Derivative liabilities (Notes 24 and 25) 268,633 237,980
Deferred tax liabilities - net (Note 22) 4,653,184 4,507,979
Defined benefit liability 62,304 76,487
Tenants’ deposits and others (Notes 13, 23, 2428hd 16,369,243 13,713,302
Total Noncurrent Liabilities 168,477,967 146,999,767
Total Liabilities 225,775,101 226,775,197
Equity Attributable to Owners of the Parent
Capital stock (Note 19) 6,138,746 6,121,640
Additional paid-in capital (Note 19) 36,295,073 35,536,615
Equity adjustments from business combination usdermon control (2,332,796) (2,332,796)
Cost of Parent common shares held by subsidiariete () (263,195) (263,195)
Cumulative translation adjustment of a subsidiary 376,912 428,058
Net unrealized gain on availa-for-sale investments (Notes 10 and 11) 8,770,893 7,008,067
Retained earnings (Note 19):
Appropriated 5,000,000 5,000,000
Unappropriated 112,209,667 106,167,942
Total Equity Attributable to Owners of the Parent 166,195,300 157,666,331
Non-controlling Interests 67,311,778 64,620,530
Total Equity 233,507,078 222,286,861

P459,282,179

P449,062,058

See accompanying Notes to Consolidated Financiaé®ents.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

(Amounts in Thousands, Except Per Share Data)

Three months ended March 31

2012 2011
(Unaudited) (Unaudited)
REVENUE
Sales:
Merchandise B34,420,109 B31,021,59
Real estate and others 6,018,690 3,684,04.
Rent (Notes 13, 20 and 23) 5,417,723 4,868,93.
Equity in net earnings of associates (Note 11) 1,665,275 1,371,30:
Cinema ticket sales, amusement and others 1,003,906 811,40¢
Dividend, management fees, and others (Notes 2(@nd 25) 1,152,916 1,011,968
49,678,619 42,769,245
COST AND EXPENSES
Cost of sales:
Merchandise (Note 21) 25,608,800 23,504,716
Real estate and others 3,626,433 2,010,68
Selling, general and administrative expenses 9,833,455 7,870,248
39,068,688 33,385,651
OTHER INCOME (CHARGES)
Interest expense (Notes 16, 18, 20, 24 and 25) (2,256,392) (2,102,226)
Interest income (Notes 5, 6, 7, 10, 20) 1,176,367 1,009,40!
Gain on disposal of investments and properties
(Notes 11, 12, 13 and 18) 17,432 510
Foreign exchange gain - net (Note 24) 200,789 44,397
(861,804) (1,047,910)
INCOME BEFORE INCOME TAX 9,748,127 8,335,68.
PROVISION FOR INCOME TAX (Note 22)
Current 1,370,643 1,099,98:
Deferred 217,310 19,51:
1,587,953 1,119,50!
NET INCOME P8,160,174 B7,216,18
Attributable to
Owners of the Parent (Note 26) B6,041,725 B5,368,03:
Non-controlling interests 2,118,449 1,848,141
P8,160,174 P7,216,18
Earnings Per Common ShargNote 26)
Basic P9.85 R8.77

See accompanying Notes to Consolidated Financiaé®ents.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(Amounts in Thousands)

Three months ended March 31

2012 2011
(Unaudited) (Unaudited)
NET INCOME P8,160,174 RP7,216,184
OTHER COMPREHENSIVE INCOME (LOSS)
Share in unrealized gain on available-for-sale stments of associates - net
(Note 11) 264,724 (1,645,890)
Net unrealized gain (loss) on availe-for-sale investments (Note 10) 2,173,174 (129,770)
Income tax relating to components of other compmnsive income 70,745 68,914
Cumulative translation adjustment of a subsidiary (65,289) (3,847)
2,443,354 (1,710,593)
TOTAL COMPREHENSIVE INCOME P10,603,528 P5,505,591
Attributable to
Owners of the Parent B7,753,404 B3,704,969
Non-controlling interests 2,850,124 1,800,622
P10,603,528 B5,505,591

See accompanying Notes to Consolidated Financiaé®ents.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

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

Non-controlling Total
Equity Attributable to Owners of the Parent Interests Equity
Equity
Adjustments Cost of Parent Net Unrealizec
from Business Common Cumulative Gain on Unappropriated
Additional Combination Under Shares Held Translation Available-for-Sale Appropriated Retained
Capital Stock Paid-in Capital Common Control by Subsidiaries Adjustment Investments Retained Earnings
(Note 19) (Note 19) (Note 19) of a Subsidiary  (Notes 10 and 1)1 Earnings (Note 19) Total
Balance at December 31, 2011 B6,121,640 B35,536,615 (B2,332,796) (R263,195) SEDEB E7,008,06 B5,000,000 P106,167,942 P157,666,331 P64,620,530 222R86,861
Net income for thiperiod - - - - - - - 6,041,725 6,041,725 2,118,449 8,160,174
Other comprehensive income - - — — (51,146) 1,762,82 — - 1,711,680 731,674 2,443,354
Total comprehensive income for the period - - - - (51,146) 1,762,82 - 6,041,725 7,753,405 2,850,123 10,603,528
Issuance of Parent common shares 17,106 758,458 - - - - - - 775,564 - 775,564
Increase in previous year’'s non-controlling
interests - - - — — - — - - (166,109) (166,109)
Balance at March 31, 2012 B6,138,746 B36,295,073 (B2,332,796) (R263,195) G6ERI2 B8,770,89 B5,000,000 P112,209,667 P166,195,300 B67,304,544 233R99,844
Balance at December 31, 2010 P6,119,826 P35,456,200 (P2,332,796) (P263,195) 9,286 F5,798,09 P5,000,000 P90,475,674 P141,543,064 P56,274,415 97,817,479
Net income for thiperiod - - - - - - - 5,368,038 5,368,038 1,848,146 7,216,184
Other comprehensive income - - - - (3,013) (1,660,05€ - - (1,663,069) (47,524) (1,710,593)
Total comprehensive income for the period - - - 301 (1,660,05€ - 5,368,038 3,704,969 1,800,622 5,505,591
Increase in previous year's non-controlling
interests - - - - - - - - - 395,506 395,506
Cash dividends received by non-controlling
interests — — — — — — — — — (3,126) (3,126)
Balance at March 31, 2011 B6,119,826 P35,456,200 =2,38R,796) (B263,195) B286,247 5,B38,03 B5,000,000 B95,843,712 B145,248,033 B58,467,417  03,B15,450

See accompanying Notes to Consolidated Financial Statements.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in Thousands)

Three months ended March 31

201z 2011
(Unaudited) (Unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax B9,748,127 B,335,68.
Adjustments for:
Interest expense 2,256,392 2,102,22!
Depreciation and amortization
(Notes 12 and 13) 1,903,425 1,703,276
Equity in net earnings of associates (Note 11) (1,665,275) (1,371,302)
Interest income (1,176,367) (1,009,409)
Gain on disposal of investments and propertiesgdlal, 12 and 13) (17,432) (30,903)
Gain on available-for-sale investments and faiu@zhanges on
investments held for trading and derivatives -(Mettes 7, 10 and
25) (105,258) 46,938
Dividend income (288,011) (259,209)
Unrealized foreign exchange gain (74,292) (31,853)
Income before working capital changes 10,581,309 9,485,447
Decrease (increase) in:
Land and development (2,619,542) (2,763,099)
Merchandise inventories (384,227) (17,294)
Receivables (2,872,390) (3,507,653)
Other current assets 459,013 (860,336)
Increase (decrease) in:
Accounts payable and other current liabilities (10,006,234) (6,450,655)
Tenants’ deposits and others 2,628,825 349,771
Defined benefit liability (14,183) (730)
Net castused in operations (2,227,429) (3,764,549)
Income tax paid (691,415) (460,169)
Net castused in operating activities (2,918,844) (4,224,718)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of:
Investments in shares of stock of associates 72,655 -
Property and equipment 890 17,755
Investment properties - 30,394
Available-for-sale investments 18,755 199
Additions to:
Investment properties (Note 13) (5,426,580) (4,324,200)
Investments in shares of stock of associates (5,493,857) -
Property and equipment (Note 12) (873,479) (1,118,623)
Available-for-sale investments - (155,482)
Decrease (increase) in:
Other noncurrent assets 372,357 (535,643)
Time deposits and short-term investments (10,313,651) 8,982
Interest received 1,432,057 1,344,796
Dividends received (Note 11) 129,070 338,293
Net cash used in investing activit (20,081,783) (4,393,529)

(Forward)



Three months ended March 31

201z 2011
(Unaudited) (Unaudited)
CASH FLOWS FROM FINANCING ACTIVITIES
Availments of:
Long-term debt B21,016,250 B11,204,750
Bank loans — 325,00(
Payments of:
Long-term debt (1,606,132) (10,096,236)
Bank loans (12,900,000) (16,798,800)
Interest (2,109,919) (2,009,799)
Dividends (303) (3,688)
Increase (decrease) in non-controlling interests (166,109) 395,506
Net cash provided by (used in) financing activ 4,233,787 (16,983,267)

NET DECREASE IN CASH
AND CASH EQUIVALENTS

EFFECT OF EXCHANGE RATE CHANGES

(18,766,840)

(25,601,514)

ON CASH AND CASH EQUIVALENTS 62,913 (23,430)
CASH AND CASH EQUIVALENTS

AT BEGINNING OF YEAR 56,050,322 66,961,010
CASH AND CASH EQUIVALENTS

AT END OF PERIOD P37,346,395 P41,336,066

See accompanying Notes to Consolidated Financiaé®ents.



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 April 29, 2009, the sharedrsldpproved the amendment of SMIC’s
articles of incorporation for another 50 years frdmmuary 15, 2010. Its registered office address
is 10th Floor, One E-Com Center, Harbor Drive, MéilAsia Complex, CBP-1A, Pasay City
1300.

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

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

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

Basis of Preparation

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

Statement of Compliance

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

Changes in Accounting Policies

The accounting policies adopted are consistent thidke of the previous financial year, except for
the adoption of the following new and amended PBR&Philippine Interpretations from IFRIC
starting January 1, 2011, except when otherwigedsta

Amendments to Standards and Interpretations

= PAS 24 (AmendmentRelated Party Disclosurebgcame effective for annual periods
beginning on or after January 1, 2011.

= PAS 32 (Amendmentfinancial Instruments: Presentatiphecame effective for annual
periods beginning February 1, 2010.
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Philippine Interpretaion IFRIC 14 (AmendmermRyepayments of a Minimum Funding
Requirementbecame effective for annual periods beginningidgnl, 2011.

Philippine Interpretation IFIRC 1gxtinguising Financial Liabilities with Equity Insiments
became effective for annual periods beginning du010.

The above standards have no impact on the Groopsotidated financial statements.

Improvements to PFRSs (Issued 2010)

An omnibus of amendments to standards, deal piynaith a view to removing inconsistencies
and clarifying wordings. The adoption of the feliog amendments resulted in changes to
accounting policies but did not have material imacthe financial position or performance of
the Group.

PFRS 3Business CombinationsThe measurement options available for non-cdimtgo
interest (NCI) were amended. Only components of tR&t constitute a present ownership
interest that entitles their holder to a proporinshare of the entity’s net assets in the event
of liquidation should be measured at either falugaor at the present ownership instruments’
proportionate share of the acquiree’s identifialdeassets. All other components are to be
measured at their acquisition date fair value.

The amendments to PFRS 3 are effective for anreradgs beginning on or after

July 1, 2010. The Group, however, adopted these d@nuary 1, 2011 and changed its
accounting policy accordingly as the amendmentigssed to eliminate unintended
conseqguences that may arise from the adoption BEFR3-

PFRS 7Financial Instruments - Disclosurgsffective January 1, 2011, intended to simplify
the disclosures provided by reducing the voluméisglosures about collateral held and
improving disclosures by requiring qualitative infaation to put the quantitative information
in context. This amendment is applicable for ahpeaods beginning on or after

July 1, 2010.

PAS 1,Presentation of Financial Statemene$fective January 1, 2011, clarifies that antgnti
may present an analysis of each component of otraprehensive income maybe either in
the statement of changes in equity or in the nitéise financial statements. This has no
significant impact on the Group’s consolidated ficial statements.

Other amendments resulting from improvements to$&hd interpretations to the following
standard did not have any impact on the accoupiitigies, financial position or performance of
the Group:

PFRS 3 Business Combinatiori€ontingent consideration arising from businesslwoation
prior to adoption of PFRS 3 (as revised in 200&)plicable for annual periods beginning on
or after July 1, 2010

PFRS 3 Business Combinatiorfg/n-replaced and voluntarily replaced share-basgunent
awards), applicable for annual periods beginningmoafter July 1, 2010

PAS 27,Consolidated and Separate Financial Statemeagiplicable for annual periods
beginning on or after July 1, 2010

PAS 34,Interim Financial Statementsffective January 1, 2011

Philippine Interpretation IFRIC 1¥ustomer Loyalty Programmes (determining thealue
of award credits)effective for annual periods beginning on or mfi@nuary 1, 2011



Future Changes in Accounting Policies

The following are the issued standards, interpatat amendments and improvements to PFRS
and Philippine Interpretations but are not yet@fie up to the date of issuance of the Group’s
consolidated financial statements. The Group tigen adopt the applicable standards,
interpretations, amendments and improvements wiesetbecome effective.

New Standards and Interpretations

PFRS 9Financial Instruments: Classification and Measurem®FRS 9 as issued reflects
the first phase on the PAS 3bnancial Instruments: Recognition and Measuremand

applies to classification and measurement of firm@ssets and financial liabilities as defined
in PAS 39. The standard is effective for annuaiqas beginning on or after January 1, 2015.
In subsequent phases, hedge accounting and impdioh&nancial assets will be addressed
with the completion of this project expected in 20The adoption of the first phase of

PFRS 9 will have an effect on the classificatiod areasurement of financial liabilities. The
Group will quantify the effect in conjunction withe other phases, when issued, to present a
comprehensive picture. As at March 31, 2012, treu@has decided not to early adopt PFRS
9 on its consolidated financial statements.

PFRS 10Consolidated Financial Statemenig)l become effective for annual periods
beginning on or after January 1, 2013. PFRS 1lcep the portion of PAS 2Zonsolidated
and Separate Financial Statemerttsat addresses the accounting for consolidateshéial
statements. It also includes the issues rais&tainding Interpretations Committee (SIC) 12,
Consolidation - Special Purpose EntitieBFRS 10 establishes a single control model that
applies to all entities including special purposéties. The changes introduced by PFRS 10
will require management to exercise significanggehent to determine which entities are
controlled, and therefore, are required to be cateted by a parent, compared with the
requirements that were in PAS 27. The Group isetitlly assessing the impact of this
standard on its consolidated financial statements.

PFRS 11 Joint Arrangementswill become effective for annual periods begimgnan or after
January 1, 2013. PFRS 11 replaces PAS3rmérests in Joint Ventureand SIC 13Jointly-
controlled Entities - Non-monetary.Contributions\tgnturers PFRS 11 removes the option
to account for jointly controlled entities (JCEs)jng proportionate consolidation. Instead,
JCEs that meet the definition of a joint venturestrhe accounted for using the equity
method. The Group does not expect this amendrodrave a significant impact on its
consolidated financial statements.

PFRS 12Disclosure of Involvement with Other Entitieall become effective for annual
periods beginning on or after January 1, 2013. $ERincludes all of the disclosures that
were previously in PAS 27 related to consolidatedrfcial statements, as well as all of the
disclosures that were previously included in PASBd PAS 28Investments in Associates
These disclosures relate to an entity’s intere@stibsidiaries, joint arrangements, associates
and structured entities. A number of new disclesware also required. The Group is
currently assessing the impact of this standaritisaczonsolidated financial statements.

PFRS 13Fair Value Measurementvill become effective for annual periods begimgnan or
after January 1, 2013. PFRS 13 establishes aessogirce of guidance under PFRS for all fair
value measurements. PFRS 13 does not change wresttigy is required to use fair value,
but rather provides guidance on how to measurevédire under PFRS when fair value is
required or permitted. The Group is currently asgy the impact of this standard on its
consolidated financial statements.
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Philippine Interpretation IFRIC 13\greements for the Construction of Real Estat&ers
accounting for revenue and associated expensegtitig® that undertake the construction of
real estate directly or through subcontractorse ifiterpretation requires that revenue on
construction of real estate be recognized only wgmmmpletion, except when such contract
gualifies as construction contract to be accoufdednder PAS 11Construction Contracts
or involves rendering of services in which caseereie is recognized based on stage of
completion. Contracts involving provision of seescwith the construction materials and
where the risks and reward of ownership are trarexfeo the buyer on a continuous basis
will also be accounted for based on stage of catigple The Securities and Exchange
Commission (SEC) and the FRSC have deferred tleetafity of this interpretation until the
final revenue standard is issued by Internatiora@lotinting Standards Board (IASB) and an
evaluation of the requirements of the final revestamdard against the practices of the
Philippine real estate industry is completed. @neup is in the process of quantifying the
impact of this new interpretation on its consolahfinancial statements

Philippine Interpretation IFRIC 2@&tripping Costs in the Production Phase of a Swfac
Mine, will become effective for annual periods begimnom or after January 1, 2013.

IFRIC 20 applies to waste removal costs that azerned in surface mining activity during the
production phase of the mine (“production strippoogts”) and provides guidance on the
recognition of production stripping costs as artaad measurement of the stripping activity
asset. The Group is currently assessing the ingfdbts new interpretation on its
consolidated financial statements.

Amendments to Standards and Interpretation

PAS 1,Financial Statement PresentatigAmendment) Presentation of Items of Other
Comprehensive Incomwill become effective for annual periods begimmnon or after

July 1, 2012. The amendments to PAS 1 changerthuping of items presented in other
comprehensive income. Items that could be rediadgjor ‘recycled’) to profit or loss at a
future point in time (for example, upon derecogmitor settlement) would be presented
separately from items that will never be reclasdifi The amendment affects presentation
only and has no impact on the Group’s consolidéiteshcial statements.

PAS 12,ncome TaxefAmendment) Deferred Tax: Recovery of Underlying Asset$i
become effective for annual periods beginning oaftar January 1, 2012. It provides a
practical solution to the problem of assessing tivetecovery of an asset will be through use
or sale. Itintroduces a presumption that recoeéithe carrying amount of an asset will
normally be through sale. The Group does not eéxpecamendment to have an impact on its
consolidated financial statements.

PAS 19 Employee Benefitgdmendment), will become effective for annual pds beginning
on or after January 1, 2013. Amendment include®wing the corridor mechanism and the
concept of expected returns on plan assets to siohgtifications and re-wording. The Group
is currently using the corridor approach in recagyy actuarial gains or losses. Upon
adoption of amended PAS 19, unrecognized actugaiak or losses will be recognized in full
as part of other comprehensive income.

PAS 27 Separate Financial Statemerfsmendment), as revised in 2011 will become
effective for annual periods beginning on or afi@nuary 1, 2013. As a consequence of the
new PFRS 10 and PFRS 12, what remains of PAS I#ited to accounting for subsidiaries,
jointly controlled entities, and associates in safgfinancial statements. The Group does not
expect this amendment to have an impact on itspéirancial statements.
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PAS 28 Investments in Associates and Joint Ven{dmendment), as revised in 2011 will
become effective for annual periods beginning oaftar January 1, 2013. As a consequence
of the new PFRS 11 and PFRS 12, PAS 28 has beameehPAS 281vestments in
Associates and Joint Venturesd describes the application of the equity netoo
investments in joint ventures in addition to asatms. The Group does not expect this
amendment to have a significant impact on its cltested financial statements.

PAS 32Financial Instruments: Presentatigdmendment) Offsetting Financial Assets and
Financial liabilities. The amendments to PAS 32 are to be appliedspntively for annual
periods beginning on or after January 1, 2014.s&l@mendments to PAS 32 clarify the
meaning of “currently has a legally enforceablétig offset” and also clarify the application

of the PAS 32 offsetting criteria to settlementtegss (such as central clearing house systems)
which apply gross settlement mechanisms that areimultaneous. While the amendment is
expected not to have any impact on the net ast#ie Group, any changes in offsetting is
expected to impact leverage ratios and regulatapytal requirements.

PFRS 7Financial Instruments: Disclosurd&mendment)} Enhanced Derecognition
Disclosure Requirementwill become effective for annual periods begimmnan or after

July 1, 2011. The amendment requires additiorslasure about financial assets that have
been transferred but not derecognised to enablestreof the Group’s financial statements to
understand the relationship with those assetshthat not been derecognised and their
associated liabilities. In addition, the amendmenuires disclosures about continuing
involvement in derecognized assets to enable thietagvaluate the nature of, and risks
associated with, the entity’s continuing involverignthose derecognized assets. The Group
does not expect this amendment to have a signifiocgract on its consolidated financial
statements.

PFRS 7Financial Instruments: Disclosurdssmendment) Offsetting Financial Assets and
Financial Liabilities,requires an entity to disclose information abogits of set-off and
related arrangements (such as collateral agreejnéertte new disclosures are required for all
recognized financial instruments that are setrofidcordance with PAS 32. These
disclosures also apply to recognized financiakimaents that are subject to an enforceable
master netting arrangement or ‘similar agreemamnéspective of whether they are set-off in
accordance with PAS 32. The amendments requiiesrto disclose, in a tabular format
unless another format is more appropriate, thevigilg minimum quantitative information.
This is presented separately for financial assaddiaancial liabilities recognized at the end
of the reporting period:

(a) The gross amounts of those recognized financiatsissd recognized financial liabilities
(b) The amounts that are set-off in accordance wittctheria in PAS 32 when determining
the net amounts presented in the statement ofdialgposition
(c) The net amounts presented in the statement ofdialgmosition
(d) The amounts subject to an enforceable master gettiangement or similar agreement
that are not otherwise included in (b) above, idrig:
i. Amounts related to recognized financial instrumeinés do not meet some or all of
the offsetting criteria in PAS 32
i. Amounts related to financial collateral (includiogsh collateral)
(e) The net amount after deducting the amounts inrath the amounts in (c) above

The amendments to PFRS 7 are to be applied retibsgg for annual periods beginning on
or after January 1, 2013. The Group is in the gge®f assessing the impact of these
amendments on its consolidated financial statements



Basis of Consolidation

Basis of Consolidation from January 1, 20Ihe consolidated financial statements comprise th
financial statements of the Parent Company anof & subsidiaries as at December 31, 2011.

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

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

Losses from a subsidiary are attributed to the camirolling interest even if that results in a
deficit balance.

A change in the ownership interest of a subsidiaithout loss of control, is accounted for as an
equity transaction. If the Group loses controlravsubsidiary, it:

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

= Derecognizes the carrying amount of any non-cdimgpinterest;

= Derecognizes the cumulative translation differemeesrded 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 toss

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

Basis of Consolidation Prior to January 1, 201@ertain of the above-mentioned policies were
applied on a prospective basis. The followingetéhces, however, are carried forward in certain
instances from the previous basis of consolidation:

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

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

The Group accounts for its interest in the investgag the equity method until it loses control.
The income and expenses of a subsidiary are indludihne consolidated financial statements
until the date on which the Group ceases to cotttkubsidiary. The difference between the
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proceeds from the disposal of the subsidiary andatrying amount as at the date of disposal,
including the cumulative amount of any exchangéediices that relate to the subsidiary
recognized in equity, is recognized in the conséd statements of income as gain or loss on the
disposal of the subsidiary.

The consolidated financial statements include toeants of the Parent Company and the
following subsidiaries:

Percentage of Ownership

March 31, 2012 December 31, 2011
Company Direct Indirect Direct Indirect
Shopping Mall Development
SM Prime Holdings, Inc. (SM Prime) and Subsidiaries
22 41 22 41
Retail
SM Retail, Inc. (SM Retaifind Subsidiaries 100 - 100 -
Prime Central, Inc. (Prime Central) and Subsidiaries 100 - 100 -
Rappel Holdings, Inc. (Rappel) and Subsidiaries 100 - 100 -
Real Estate Development and Tourism
SM Land, Inc. (SM Land) and Subsidiaries: 67 - 67 -
SM Development Corporation (SMDC) and Subsidiaries - 65 - 65
Magenta Legacy, Inc. (Magenta) - 99 - 99
Mountain Bliss Resort and Development Corporation
(Mt. Bliss) and Subsidiaries 100 - 100 -
SM Commercial Properties, Inc. (SMCP) 59 - 59 -
Intercontinental Development Corporation (ICDC) 72 28 72 28
Bellevue Properties, Inc. 62 - 62 -
Tagaytay Resort Development Corporation 33 25 33 25
Hotels and Conventions
SM Hotels and Conventions Corp. (SM Hotels)
and Subsidiaries 100 - 100 -
Others
Primebridge Holdings, Inc. (Primebridge) 80 20 80 20
Asia Pacific Computer Technology Center, Inc. 52 - 52 -
Multi-Realty Development Corporation 91 - 91 -

Hyperhome Corp. and Hyperfashion Corp. (subsidasfeéSM Retail)

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

SM Prime

On September 3, 2009, SM Land (China) Limited (Sind. China) further completed the
acquisition of 100% ownership of Alpha Star Holdirilgmited (Alpha Star) from Grand China
International Limited (Grand China) .

On October 14, 2010, SM Prime has undergone an irttenad placement and engaged into a
Placement Agreement with SM Land (Selling Sharedrldnd CLSA Limited and Macquarie
Capital (Singapore) Pte. Limited (the “Joint Boakners”). As stated in the Placement
Agreement, SM Land shall sell its 569.6 million $me common shares (the “Sale Shares”)
with a par value of B1.00 per share at B11.56(®frice) per share to the Joint Bookrunners, or
to investors that the Joint Bookrunners may proouttside the Philippines (the “International
Placement”).
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Contemporaneous with the signing of the Placemgné@ment, SM Prime likewise entered into a
Subscription Agreement with SM Land, where theelattill not directly receive any proceeds
from the International Placement but has conditlgregyreed to subscribe for new SM Prime
common shares (out of its authorized but unissapdal stock) in an amount equal to the
aggregate number of the Sale Shares sold by SM aaadubscription price of B11.50 per share,
which is equal to the Offer Price of the Sale Skare

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

The placement and subscription agreements resolee@% decrease in total direct and indirect
ownership of the Group over SM Prime.

Sanford_Marketing Corporation (Sanford), a subsydid SM Retail

In January 2010, Supervalue, Inc. (SVI), a subsydsh SM Retail, transferred 20 of its operating
SaveMore stores to Sanford. The transfer incladsgyinment of SVI's rights and obligations
arising from certain contracts entered into by 8VIthe benefit of the transferred stores. Any
related assets and liabilities arising from thesfars were taken up in Sanford’s 2010 statutory
financial statements. The transaction is a meaekorganization between entities that are wholly
owned and under common control and has no impacbosolidated financial statements.

SM Land

In June 2010, SM Land transferred 251.6 million BiMne shares for B10.75 per share or for a
total cost of B2,704.6 million to the Parent CompaThe transfer resulted in an increase of
1.89% in SMIC’s ownership over SM Prime, with aresponding decrease in SM Land’s
ownership interest in the latter by 1.26%.

SMDC

In 2011 and 2010, SMDC acquired Twenty Two Forte®moperties, Inc. (TTFOPI) and
Vancouver Lands, Inc. (VLI), respectively, for B18 million and B566.6 million, respectively,
and became its wholly owned subsidiaries (see L)e

In January and October 2010, SMDC had a stockgigfiering to eligible existing common
shareholders of SMDC at the proportion of one sgitare for every three existing common
shares held as at record date, at an offer pri@8@&0 and P6.38 per rights share, respectively.

SMIC acquired a total of 4.04 million additional )@ shares for a total cost of B20.8 million.
The availment of additional shares from the safdrofg did not result to a change in ownership
interest of SMIC in SMDC.

SM Land acquired a total of 2,114.5 million addi@b SMDC shares for a total cost of 210,840.0
million, a fraction of which amounting to 32.9 nioth SMDC shares or a total cost of B115.2
million was purchased by SM Land from the unsulbectiportion of the aggregate stock rights
offered by SMDC. The availment of additional sisaresulted to a 0.6% increase in SM Land’s
interest in SMDC.

MH Holdings, Inc.

In 2010, MH Holdings (a subsidiary of SM Retaily@sted B72.0 million or an equivalent of 60%
interest in a newly incorporated company in thdigines, Forever Agape & Glory, Inc.
(Forever Agape). Consequently, Forever Agape becasubsidiary of MH Holdings.




3. Summary of Significant Accounting Policies

Cash and Cash Equivalents

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

Time Deposits and Short-term Investments

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

Financial Instruments - Initial Recognition and Seduent Measurement

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

consolidated balance sheets when it becomes atpattg contractual provisions of the

instrument. In the case of a regular way purcleasale of financial assets, recognition and
derecognition, as applicable, are done using sedthé date accounting. Regular way purchases or
sales are purchases or sales of financial assteetijuire delivery of assets within the period
generally established by regulation or conventiothe market place. Derivatives are recognized
on a trade date basis.

Initial Recognition of Financial Instrument&inancial instruments are recognized initiallyait f
value, which is the fair value of the considerativen (in case of an asset) or received (in cése o
a liability). The initial measurement of financiaktruments, except for those classified as fair
value through profit or loss (FVPL), includes tractson cost.

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

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

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

“Day 1" Difference. Where the transaction price in a non-active maskdifferent from the fair
value of other observable current market transastio the same instrument or based on a
valuation technique whose variables include onha @i@m observable market, the Group
recognizes the difference between the transactiore gnd fair value (a “Day 1" difference) in the
consolidated statements of income unless it qaalfor recognition as some other type of asset or
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liability. In cases where use is made of data tvigmot observable, the difference between the
transaction price and model value is only recoghirnehe consolidated statements of income
when the inputs become observable or when theumstnt is derecognized. For each transaction,
the Group determines the appropriate method ofgrézimg the “Day 1” difference amount.

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

Financial assets and liabilities are classifietield for trading if they are acquired for the pwspo
of selling or repurchasing in the near term. Gainksses on investments held for trading are
recognized in the consolidated statements of incomger “Gain on sale of available-for-sale
investments and fair value changes on investmegitsfar trading and derivatives - net” account.
Interest income earned on investments held foirtggare recognized in “Interest income”
account in the consolidated statements of income.

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

= the designation eliminates or significantly reduttesinconsistent treatment that would
otherwise arise from measuring the assets anditie®ior 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 dgve, 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 de¢ineaassets 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 faiues are also included as financial liabiliges
FVPL.

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

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

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

HTM InvestmentsHTM investments are quoted nonderivative finanagdets with fixed or
determinable payments and fixed maturities for White Group’s management has the positive
intention and ability to hold to maturity. WheteetGroup sells other than an insignificant amount
of HTM investments, the entire category would bet&l and reclassified as AFS investments.
After initial measurement, these investments arasme=d at amortized cost using the effective
interest method, less impairment in value. Amedizost is calculated by taking into account any
discount or premium on acquisition and fees thatar integral part of the effective interest rate.
Gains and losses are recognized in the consolidgédeiments of income when the HTM
investments are derecognized or impaired, as wdhraugh the amortization process. Assets
under this category are classified as current a#fsetaturity is within twelve months from
reporting period. Otherwise, these are classd®doncurrent assets.

The Group’s investment in quoted Philippine govegntrtreasury bonds are classified under this
category.

AFS InvestmentsAFS investments are nonderivative financial as$etsare designated under

this category or are not classified in any of ttieeo categories. These are purchased and held
indefinitely, and may be sold in response to ligiyidequirements or changes in market
conditions. Subsequent to initial recognition, AR#estments are carried at fair value in the
consolidated balance sheets. Changes in thedhie wf such assets are reported as net unrealized
gain or loss on AFS investments in the consolidatatements of comprehensive income until the
investment is derecognized or the investment isrdehed to be impaired. On derecognition or
impairment, the cumulative gain or loss previousiyorted in consolidated statements of
comprehensive income is transferred to the cors@itistatements of income. Interest earned on
holding AFS investments are recognized in the daesied statements of income using the
effective interest method. Assets under this aaiegre classified as current assets if expected to
be disposed of within twelve months from reportiggiod and as noncurrent assets if expected
date of disposal is more than twelve months froporiéng period.

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

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

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

The Group’s bank loans, accounts payable and otlveznt liabilities, dividends payable,
long-term debt and tenants’ deposits and otherslassified under this category.
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Classification of Financial Instruments Betweenhility and Equity
A financial instrument is classified as liabilityit provides for a contractual obligation to:

= deliver cash or another financial asset to anathéty; or

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

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

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

The components of issued financial instrumentsdbatain both liability and equity elements are
accounted for separately, with the equity compobeirtg assigned the residual amount after
deducting from the instrument as a whole the ameepérately determined as the fair value of the
liability component on the date of issue.

Redeemable Preferred Shares

In determining whether a preferred share is a fir@tiability or an equity instrument, the Group
assesses the particular rights attaching to the sbaletermine whether it exhibits the
fundamental characteristic of a financial liabilith preferred share that provides for mandatory
redemption by the Group for a fixed or determinast®unt at a fixed or determinable future
date, or gives the holder the right to require@neup to redeem the instrument at or after a
particular date for a fixed or determinable amois4 financial liability.

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

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

Debt Issue Costs
Debt issue costs are presented as reduction int@yngdebt and are amortized over the terms of
the related borrowings using the effective interssthod.

Derivative Financial Instruments

The Group uses derivative financial instrument$saglong-term currency swaps, foreign
currency call options, interest rate swaps, foregmency 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 #mévdtive 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 valuaégative.

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

Embedded DerivativeAn embedded derivative is a component of a hytmaenbined)
instrument that also includes a nonderivative bostract with the effect that some of the cash
flows of the combined instrument vary, in a wayitmto a stand-alone derivative. The Group
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assesses whether embedded derivatives are retpuinedseparated from host contracts when the
Group first becomes a party to the contract. Abetded derivative is separated from the host
contract and accounted for as a derivative if falhe following conditions are met: a) the
economic characteristics and risks of the embeddédative are not closely related to the
economic characteristics and risks of the hostraottb) a separate instrument with the same
terms as the embedded derivative would meet thritieh of a derivative; and c) the hybrid or
combined instrument is not recognized as at FVPL.

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

Options arising from the Parent Company’s investrirebonds and convertible bonds payable
are the Group'’s bifurcated embedded derivatives

Derecognition of Financial Assets and Liabilities

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

» the rights to receive cash flows from the assee lexpired;

= the Group retains the right to receive cash flowafthe 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 fasvs from the asset and either (a) has
transferred substantially all the risks and rewafdfie asset, or (b) has neither transferred nor
retained substantially all the risks and rewarddhefasset, 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 thesiakd rewards of the asset, the asset is recognized
to the extent of the Group’s continuing involvemignthe asset. Continuing involvement that
takes the form of a guarantee over the transfexssdt is measured at the lower of original
carrying amount of the asset and the maximum ammiucdnsideration that the Group could be
required to repay.

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

When an existing financial liability is replaced &yother from the same lender on substantially
different terms, or the terms of an existing lidbiare substantially modified, such modificatien i
treated as a derecognition of the original liapidind the recognition of a new liability, and the
difference in the respective carrying amounts ec®gaized in profit or loss.

Impairment of Financial Assets

The Group assesses at each reporting period wreefireancial asset or a group of financial assets
is impaired. A financial asset or a group of fioahassets is deemed to be impaired, if and only
if, there is objective evidence of impairment agsult of one or more events that occurred after
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the initial recognition of the asset (an incurresisl 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 ma&juide 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 wiliter bankruptcy or other financial

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

Financial Assets Carried at Amortized Co3he Group first assesses whether objective evidence
of impairment exists for financial assets thatiadividually significant, and individually or
collectively for financial assets that are not indiially significant. If it is determined that no
objective evidence of impairment exists for anwdlially assessed financial asset, whether
significant or not, the asset is included in a grotifinancial assets with similar credit risk
characteristics and that group of financial asisetsllectively assessed for impairment. Assets
that are individually assessed for impairment awdwvhich an impairment loss is or continues to
be recognized are not included in the collectivpaimment assessment.

If there is objective evidence that an impairmesslon loans and receivables carried at amortized
cost has been incurred, the amount of the lose&sored as the difference between the asset’s
carrying amount and the present value of estimfatietle cash flows (excluding future credit

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

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

The carrying amount of the impaired asset shatkdeced through the use of an allowance
account. The amount of the loss shall be recodniiz¢he consolidated statements of income.
Interest income continues to be accrued on thecegtoarrying amount based on the original
effective interest rate of the asset. Loans ao€ivables together with the associated allowance
are written off when there is no realistic prospg#duture recovery and all collateral, if any, has
been realized or has been transferred to the Griiuim a subsequent period, the amount of the
impairment loss increases or decreases becauseswkat occurring after the impairment was
recognized, the previously recognized impairmess s increased or decreased by adjusting the
allowance account. If a future write-off is latecovered, the recovery is recognized in the
consolidated statements of income under “Othenmes&account.

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

AFS InvestmentsThe Group assesses at each reporting periocherhibiere is objective evidence
that an investment or a group of investments isaingl. In the case of equity investments
classified as AFS investments, an objective eviderigmpairment 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 hasidesow 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 impaitrfess on that financial asset previously
recognized in the consolidated statements of ing@smemoved from the consolidated statements
of comprehensive income and recognized in the dioladed statements of income. Impairment
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losses on equity investments are not reversedghrthe consolidated statements of income;
increases in fair value after impairment are recgghdirectly in the consolidated statements of
comprehensive income.

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

Offsetting Financial Instruments

Financial assets and financial liabilities are effiand the net amount is reported in the
consolidated balance sheets if, and only if, tieeeecurrently enforceable legal right to offset th
recognized amounts and there is an intention teesat a net basis, or to realize the asset and
settle the liability simultaneously. This is netrgrally the case with master netting agreements,
and the related assets and liabilities are predexttgross in the consolidated balance sheets.

Merchandise Inventories

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

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

Land and development, condominium units for salel@ided under “Other current assets”

account in the consolidated balance sheets) ahdstiares for sale (included under “Other current
assets” account in the consolidated balance sheetstated at the lower of cost and net realizable
value. Net realizable value is the selling pricéhe ordinary course of business, less costs to
complete and the estimated cost to make the §adst includes those costs incurred for
development and improvement of the properties.

Investments in Shares of Stock of Associates

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

Under the equity method, investment in an asso@atarried in the consolidated balance sheets
at cost plus post-acquisition changes in the Giosgpare in net assets of the associate. Goodwill
relating to an associate is included in the cag@mount of the investment and is not amortized.
After application of the equity method, the Growgtedmines whether it is necessary to recognize
any additional impairment loss with respect to@reup’s net investment in the associate. The
consolidated statements of income reflect the shate results of operations of the associate.
Where there has been a change recognized diradtheiequity of the associate, the Group
recognizes its share in any changes and disclbsgsvwhen applicable, in the consolidated
statements of comprehensive income. Profits asgkresulting from transactions between the
Group and the associate are eliminated to the eagteéhe interest in the associate.

An investment in an associate is accounted forgusia equity method from the date when it
becomes an associate. On acquisition of the imesdt any difference between the cost of the
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investment and the investor’'s share in the netviine of the associate’s identifiable assets,
liabilities and contingent liabilities is accountied as follows:

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

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

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

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

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

Property and Equipment

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

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

Buildings, condominium units and improvements 5y8érs

Store equipment and improvements 5-10 years

Data processing equipment 5 years

Furniture, fixtures and office equipment 3-10 years

Machinery and equipment 5-10 years

Leasehold improvements 5-10 years or term of theele
whichever is shorter

Transportation equipment 5-10 years

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

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

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

An item of property and equipment is derecognizéemeither it has been disposed or when it is
permanently withdrawn from use and no future ecdodranefits are expected from its use or
disposal. Any gains or losses arising on theaetant and disposal of an item of property and
equipment are recognized in the consolidated saigsrof income in the period of retirement or
disposal.

Investment Properties

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

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

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

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

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

Investment property is derecognized when eithieastbeen disposed or when it is permanently
withdrawn from use and no future economic bensfiéxpected from its disposal. Any gains or
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losses on the retirement or disposal of an investimeperty are recognized in the consolidated
statements of income in the period of retiremerdigposal.

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

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

Construction in Progress

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

Tenants’ Deposits

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

Business Combinations

Business Combinations from January 1, 20B0siness combinations are accounted for using the
acquisition method. The cost of an acquisitioméasured as the aggregate of the consideration
transferred, measured at acquisition date fairevahd the amount of any non-controlling interest
in the acquiree. For each business combinatienatiquirer measures the non-controlling interest
in the acquiree either at fair value or at the propnate share of the acquiree’s identifiable net
assets. Transaction costs incurred are expenskid@nded in “Selling, general and
administrative expenses” in the consolidated statgsnof income.

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

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

Any contingent consideration to be transferredhgydacquirer will be recognized at fair value at
the acquisition date. Subsequent changes to ithealae of the contingent consideration which is
deemed to be an asset or liability, will be recagdiin accordance with PAS 39 either in profit or
loss or as a change to other comprehensive incdiniee contingent consideration is classified as
equity, it should not be remeasured until it isafiy settled within equity.
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Acquisition of Non-controlling Interest€Changes in the Parent Company’s ownership intarest
a subsidiary that do not result in a loss of cdrare accounted for as equity transactions (i.e.,
transactions with owners in their capacity as owhen such circumstances, the carrying
amounts of the controlling and non-controlling net&ts shall be adjusted to reflect the changes in
their relative interests in the subsidiary. Anffatience between the amount by which the
non-controlling interests are adjusted and thevialue of the consideration paid shall be
recognized directly in equity.

Business Combinations prior to January 1, 20Business combinations were accounted for
using the purchase method, except for commonlyrabbed transactions, of which, an accounting
similar to pooling of interest method is used. iBass combinations under commonly controlled
transactions are those in which all of the comlgjréntities or businesses are controlled by the
same party or parties both before and after thinbsis combination, and that control is not
transitory. For purchase method of accountingctis of acquisition is the aggregate of the fair
values, at the date of exchange, of assets giwadmiljties incurred or assumed, and equity
instruments issued by the acquirer, in exchangedotrol over the net assets of the acquired
entity. Transaction costs directly attributablette acquisition formed part of the acquisition
costs. The non-controlling interest was measutéaesproportionate share of the acquiree’s
identifiable net assets. The identifiable asdetsilities and contingent liabilities that satisfy
certain recognition criteria have to be measuréally at their fair values at acquisition date,
irrespective of the extent of any non-controllingerest. For accounting similar to pooling of
interest method, the assets, liabilities and eqfithe acquired companies for the reporting period
in which the common control business combinatiawig and for any comparative periods
presented, are included in the consolidated firsustatements of the Group at their carrying
amounts as if the combinations had occurred fra@rdtite when the acquired companies first
became under the control of the Group. The exafed®e cost of business combinations over the
net carrying amounts of the assets and liabildfethe acquired companies is considered as
“Equity adjustments from business combination” arton the equity section of the consolidated
balance sheets.

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

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

Contingent consideration was recognized if, angt dhthe Group had a present obligation, the
economic outflow was more likely than not and #aldé estimate was determinable. Subsequent
adjustments to the contingent consideration wesegeized as part of goodwill.

The acquisition of Service Companies, were consitlas business combination of companies
under common control. Thus, the acquisitions veesunted for using an accounting similar to
pooling of interests method.

Goodwill

Goodwill is initially measured at cost being theess of the aggregate of the consideration
transferred and the amount recognized for non-obimiy interest over the net identifiable assets
acquired and liabilities assumed. If this consatien is lower than the fair value of the net asset
of the subsidiary acquired, the difference is reized in consolidated statements of income.
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After initial recognition, goodwill is measuredaist less any accumulated impairment losses.
For the purpose of impairment testing, goodwillioed in a business combination is, from the
acquisition date, allocated to each of the Groap&h-generating units that are expected to benefit
from the combination, irrespective of whether othesets or liabilities of the acquiree are
assigned to those units. Each unit or group dkuniwhich the goodwill is so allocated:

» represents the lowest level within the Group atcWwhthe goodwill is monitored for internal
management purposes; and

= not larger than an operating segment determine@ddnrdance with PFRS Gperating
Segments

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

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

Impairment is determined by assessing the recoleeahount of the cash-generating unit (group
of cash-generating units), to which the goodwihtes. Where the recoverable amount of the
cash-generating unit (group of cash-generatingistiess than the carrying amount, an
impairment loss is recognized. Where goodwill fenpart of a cash-generating unit (group of
cash-generating units) and part of the operatighimithat unit is disposed, the goodwill
associated with the operation disposed of is irediud the carrying amount of the operation when
determining the gain or loss on disposal of theajgen. Goodwill disposed of in this
circumstance is measured based on the relativevaliithe operation disposed and the portion of
the cash-generating unit retained.

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

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

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

Intangible Assets

The cost of trademarks and brand names acquiradirsiness combination is the fair value as at
the date of acquisition. The Group assessed #feldde of the trademarks and brand names to
be indefinite because based on an analysis of #leaelevant factors, there is no foreseeable
limit to the period over which the asset is expedttegenerate cash inflows for the Group.

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

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

Impairment of Nonfinancial Assets

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

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

An assessment is made at each reporting datevdsetber there is any indication that previously
recognized impairment loss may no longer exist ay lmave decreased. If such indication exists,
the recoverable amount is estimated. A previoretpgnized 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 tedhé case, the carrying amount of the asset is
increased to its recoverable amount. That incceas®unt cannot exceed the carrying amount
that would have been determined, net of depreciaiw amortization, had no impairment loss
been recognized for the asset in prior years. $sdrsal is recognized in consolidated
statements of income. After such a reversal, dpatiation or amortization charge is adjusted in
future periods to allocate the asset’s revised/ocagramount, less any residual value, on a
systematic basis over its remaining useful life.

Capital Stock
Capital stock is measured at par value for allehésued. Incremental costs incurred directly

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

Revenue

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

Sale of Merchandise InventorieRevenue is recognized when the significant risidé rewards of
ownership of the goods have passed to the buyéchvidinormally upon delivery. Sales returns
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and sales discounts are deducted from sales t@ afrisales shown in the consolidated statements
of income.

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

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

flow to the Group when the sales prices are caoliect Collectibility of the contract price is
demonstrated by the buyer’s commitment to pay, wiicsupported by the buyer’s initial and
continuous investments that motivates the buyéotwr its obligation. Collectibility is also
assessed by considering factors such as collectiogdit standing of the buyer and location of the

property.

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

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

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

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

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

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

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

Sale of Cinema and Amusement Tick&evenue is recognized upon receipt of cash fram t
customer which coincides with the rendering of mew.
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Gain on Sale of Investments in Shares of StoclAaadable-for-Sale Investment®kevenue is
recognized upon delivery of the securities to amficmation of the sale by the broker.

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

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

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

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

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

Cost and Expenses
Cost of sales, selling, general and administragiggenses and interest expense are recognized as
incurred.

Pension Benefits

The cost of providing benefits under the defineddfi¢ plans is determined separately for each
plan using the projected unit credit actuarial séin method. This method reflects service
rendered by employees to the date of valuationrasatporates assumptions concerning
employees’ projected salaries. Pension cost iesladirrent service cost, interest cost, expected
return on plan assets, amortization of unrecognimext service costs, recognition of actuarial
gains or losses and effect of any curtailmentstitesnents. Past service cost is amortized over a
period until the benefits become vested. The pomif the actuarial gains and losses is
recognized when it exceeds the “corridor” (10%haf greater of the present value of the defined
benefit obligation or fair value of the plan asyetsthe previous reporting date, divided by the
expected average remaining working lives of aghla@m members.

The defined benefit liability is the aggregatelud present value of the defined benefit obligation
and actuarial gains and losses not recognizedceedoy past service cost not yet recognized and
the fair value of plan assets, out of which thegattions are to be settled directly. If such
aggregate is negative, the asset is measured lawtbe of such aggregate or the aggregate of
cumulative unrecognized net actuarial losses astiggavice cost and the present value of any
economic benefits available in the form of refufrdsn the plan or reductions in the future
contributions to the plan.

If the asset is measured at the aggregate of ctireilanrecognized net actuarial losses and past
service cost, and the present value of any econbemefits available in the form of refunds from
the plan or reductions in the future contributiemshe plan, net actuarial losses of the current
period and past service cost of the current paiedecognized immediately to the extent that
they exceed any reduction in the present valubasfe economic benefits. If there is no change or
if there is an increase in the present value okttmomic benefits, the entire net actuarial losses
of the current period and past service cost ottiveent period are recognized immediately.
Similarly, net actuarial gains of the current pdradter the deduction of past service cost of the
current period exceeding any increase in the ptesdune of the economic benefits stated above
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are recognized immediately if the asset is measatrélie aggregate of cumulative unrecognized
net actuarial losses and past service cost angrésent value of any economic benefits available
in the form of refunds from the plan or reductiomshe future contributions to the plan. If there
is no change or if there is a decrease in the ptesdue of the economic benefits, the entire net
actuarial gains of the current period after theudéidn of past service cost of the current period
are recognized immediately.

Foreign Currency-denominated Transactions

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

Foreign Currency Translation

The assets and liabilities of foreign operatioresteanslated into Philippine peso at the rate of
exchange ruling at reporting period and their regpe statements of income are translated at the
weighted average rates for the year. The exchdiffgeences arising on the translation are
included in the consolidated statements of compraille income and are presented within the
“Cumulative translation adjustment of a subsidiaagtount in the consolidated statements of
changes in equity. On disposal of a foreign entitg deferred cumulative amount of exchange
differences recognized in equity relating to thattioular foreign operation is recognized in the
profit or loss.

Leases

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

Group as Lesseef-inance leases, which transfer to the Group anbatly all the risks and

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

Finance charges are reflected in the consoliddastdmnsents of income.

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

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

the asset are classified as operating leases.atipgelease payments are recognized as expense in
the consolidated statements of income on a striighbasis over the lease term. Associated
costs, such as maintenance and insurance, aresexpas incurred.

Group as LessorLeases where the Group does not transfer suiadhaall the risks and benefits
of ownership of the asset are classified as opgy#tiases. Lease income from operating leases
are recognized as income on a straight-line bagisthe lease term. Initial direct costs incurred
in negotiating an operating lease are added todhging amount of the leased asset and
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recognized over the lease term on the same basésitas income. Contingent rents are
recognized as revenue in the period in which thieyearned.

Provisions

Provisions are recognized when the Group has amrebligation (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 negnis 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, wippr@priate, 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 expectsvsimmoto be reimbursed, the reimbursement is
recognized as a separate asset but only whendepref the reimbursement is virtually certain.

Borrowing Costs

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

Taxes

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

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

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

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

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

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

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

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

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

Deferred tax assets and liabilities are measur#teatx rates that are expected to apply to the
period the asset is realized or the liability itled, based on tax rates and tax laws that hase be
enacted or substantively enacted at reporting gerio

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

Deferred tax assets and deferred tax liabilitiesodfset, if a legally enforceable right exists to
offset current tax assets against current taxliiggsi 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 recognizedaas$ @f the cost of acquisition of the asset or
as part of the expense item as applicable; and

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

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

Business Segments

The Group is organized and managed separatelydiogdo the nature of business. The five
major operating businesses of the Group are shgppall development, retail, real estate
development and tourism, hotels and conventiorgsfiaancial services and others. These
operating businesses are the basis upon whichrig@eports its segment information presented
in Note 6 to the consolidated financial statements.

Basic/Diluted Earnings Per Common Share (EPS)

Basic EPS is computed by dividing the net incomghe period attributable to owners of the
Parent by the weighted-average number of issuedatsthnding common shares during the
period, with retroactive adjustment for any stockdknds declared.
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For the purpose of computing diluted EPS, the madrne for the period attributable to owners of
the Parent and the weighted-average number ofdssug 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 outflowesaurces embodying economic benefits is
remote. Contingent assets are not recognizeckindhsolidated financial statements but are
disclosed when an inflow of economic benefits yable.

Events after the Reporting Period

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

Segment Information

For management purposes, the Group is organizedusiness units based on their products and
services, and has five reportable operating segnanfollows: shopping mall development,

retail, real estate development and tourism, hetetsconventions and financial services and
others.

The shopping mall development segment developslums, operates and maintains the business
of modern commercial shopping centers and all lmssi&s related thereto such as the conduct,
operation and maintenance of shopping center spacesnt, amusement centers, or cinema
theaters within the compound of the shopping center

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

The real estate development and tourism segmémntabsed in the development and
transformation of major residential, commerciaktegt@inment and tourism districts through
sustained capital investments in buildings andastfucture.

The hotels and conventions segment engages inaaridscon the business of hotel and resort and
operates and maintains any and all services aildi¢acincident thereto.

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

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

or loss in the consolidated financial statements.

Segment assets and liabilities do not include dedeiax assets and deferred tax liabilities,
respectively.

Segment revenue includes transfers between busiagesents. Such transfers are eliminated in
the consolidation.
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March 31, 2012

Shopping
Mall

Real Estate
Development

Financial

Hotels and Services and

Development Retail and Tourism  Conventions Others _ Eliminations Consolidated
(In Thousands)
Revenue:
External customers B5,783,580 B35,059,119 B6,681,381 B301,750 589 P- P49,678,619
Inter-segment 1,244,279 564,265 653,800 = 766,736 (3,229,080) =
B7,027,859 P35,623,384 B7,335,181 B301,750 6ER525 (B3,229,080) P49,678,619
Segment results:
Income before income tax P3,338,904 P1,708,983 P1,939,918 (P27,325) P601,271 P2,186,376 P9,748,127
Provision for income tax (806,186) (512,548) (46,491) (1,841) (221,940) 1,053 (1,587,953)
Net income (loss) B2,532,718 P1,196,435 P1,893,427 (P29,166) P379,331 P2,187,429 P8,160,174
Net income(loss) attributable to:
Owners of the Parent B2,433,869 P1,184,948 P1,892,886 (R30,687) R379,331 P181,378 B6,041,725
Non-controlling interests 98,848 11,486 543 1,521 - 2,006,051 2,118,449
Segment assets (excluding
deferred tax) P144,320,853 P66,063,106 PR117,223,324 P1,192,28193,955,888 (P64,086,524458,588,896
Segment liabilities (excluding
deferred tax) B73,443,281 P29,526,122 P38,869,562 P351,65214R74,003 (R35,342,701R221,121,919
Other information:
Investments in shares of stock
of associates B— B100,000 P11,673,212 B— P84,033,400 B- 583,612
Equity in net earnings
of associates - - 131,929 - 1,533,346 - 1,665,275
Capital expenditures 4,647,820 837,823 2,810,843 7,564 615,551 - 8,919,6
Depreciation and amortization 965,468 675,167 87,759 31,731 143,300 - 1,903,425
March 31, 2011
Shopping Real Estate Financial
Mall Development Hotels and Services and
Development Retail and Tourism Conventions Others  Eliminations  Consolidated
(In Thousands)
Revenue:
External customers P5,021,845P31,645,908 P4,102,710 P208,476  PR1,790,306 BP-  P42,769,245
Inter-segment 1,022,090 472,673 188,169 58 1,533,107 (3,216,097) —
B6,043,935 P32,118,581 P4,290,879 B208,534 P3,323,413 (P3,216,097) P42,769,245
Segment results:
Income before income tax P2,849,321 R1,377,950 P1,237,836 (P51,813) P990,180 PR1,932,210 P8,335,684
Provision for income tax (649,439)  (379,848) (22,020) (1,621) (67,785) 1,213 (1,119,500)
Net income (loss) P2,199,882 P998,102  P1,215,816 (P53,434) P922,395 P1,933,423 P7,216,184
Net income(loss) attributable to:
Owners of the Parent B2,119,067 PB996,145 P1,214,628 (B54,060) B922,902 P169,356 P5,368,038
Non-controlling interests 80,815 1,957 1,188 626 (507) 1,764,067 1,848,146

Segment assets (excluding
deferred tax)

P122,256,108 B58,709,333 RP100,292,690

P2,837,617 RP172,051,907

(P68,355,482) P387,792,173

Segment liabilities (excluding
deferred tax)

P57,214,897 P22,926,132 P35,284,058

P1,929,491 PR97,437,846

(P34,726,110) P180,066,314

Other information:
Investments in shares of stock

of associates B—
Equity in net earnings

of associates -
Capital expenditures 2,964,096
Depreciation and amortization 926,243

B- P5,888,442 B-

- 98,196 -
934,905 3,108,174 17,519
562,176 78,679 26,238

P64,618,067 B-  B70,506,509
1,273,106 - 1,371,302
1,181,228 - 8,205,922

109,940 — 1,703,276
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5. Cash and Cash Equivalents

This account consists of;

March 31, December 31,

2012 2011

(In Thousands)
Cash on hand and in banks (see Note 20) B6,139,340 B6,384,567
Temporary investments (see Notes 16 and 20) 31,207,055 49,665,755

P37,346,395 P56,050,322

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

6. Time Deposits and Short-Term Investments

This account consists of:

March 31, December 31,
2012 2011

(In Thousands)

Time deposits:

Pledged (see Notes 18 and 20) B20,387,000 R20,824,000
Not pledged (see Note 20) 26,633,633 16,595,172
47,020,633 37,419,172

Short-term investments (see Note 20) 858,000 876,800
47,878,633 38,295,972

Less current portion 860,631 879,410
Noncurrent portio B 47,018,002 B37,416,562

Dollar and peso time deposits as at March 31, 20d@unting to US$1,095.5 million

(B47,018.0 million) and B2.6 million, respectiydbear annual interest rates ranging from 3.1%
to 6.5% in 2012. As at March 31, 2012, dollar tideposits amounting to

US$378.5 million (B16,244.4 million) are due inyJ2013, US$430.0 million (B18,455.6 million)
are due in September 2014, US$45 million (B1,981ilkbn) are due in October 2017 and
US$242 million (B10,386.6 million) are due in Rediy 2017. Peso time deposit amounting to
R2.6 million is due in August 2012.

Dollar and peso time deposits as at December 311, @thounting to US$853.5 million
(B37,416.7 million) and B2.5 million, respectwddear annual interest rates ranging from 3.5%
to 6.5% in 2011. As at December 31, 2011, doihae tdeposits amounting to

US$378.5 million (B16,592.6 million) are due inyJ2013, US$430.0 million (18,851.2 million)
are due in September 2014, and US$45.0 million9(E2L9 million) are due in October 2017.
Peso time deposit amounting to B2.5 million is mudugust 2012.
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A portion of the time deposits amounting to US$8#4illion, with peso equivalents of R20,387.0
million and B20,824.0 million as at March 31, 2@t December 31, 2011, respectively, were
used as collateral for loans obtained by SMIC ($et 18).

Short-term investments amounting to US$20.0 millisith peso equivalents of R858.0 million
and B876.8 million as at March 31, 2012 and Deeer8h, 2011, respectively, bear a fixed
interest rate of 3.24%.

Investments Held for Trading and Sale

This account consists of investments in sharesooks and redeemable preferred shares totaling
R550.2 million as of March 31, 2012 and R482.tonias at December 31, 2011, and
investments in bonds and corporate notes amouttiRg.,451.3 million as at March 31, 2012 and
B1,457.5 million as at December 31, 2011.

The Group recognized a loss of B1.4 million aggia of B2.3 million from fair value

adjustments of investments held for trading forgharter ended March 31, 2012 and 2011,
respectively. The amounts are included under ‘ti@ads, management fees, and others” account
in the consolidated statements of income.

Receivables

This account consists of receivable from tenantsraal estate buyers (net of noncurrent portion),
due from related parties, management fees, andetids.

The terms and conditions of the above receivabless follows:

= Trade receivables from tenants and managemenééege/ables are noninterest-bearing and
are normally collectible on a 30 to 90 days’ tefReceivables from real estate buyers mainly
consist of receivables subject to financing fromksaand other financial institutions with
interest at market rates ranging from 13% to 18%@apaum and normally collectible on a
3 to 5 years’ term.

» The terms and conditions relating to related paetgivables are further discussed in Note 20.

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

Allowance for impairment loss amounting to B11illiom and B11.4 million as at March 31,
2012 and December 31, 2011, respectively, pertairsceivables from tenants which were
identified through specific assessment.

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

This account consists of:

March 31, December 31,
2012 2011
(In Thousands)

Prepaid taxes and other prepayments R4,250,890 P3,556,428
Advances to contractors 3,298,742 3,098,881
Non-trade receivables 2,391,550 2,902,621
Receivable from banks and credit cards 1,198,866 2,083,278
Advances for project development (see Note 20) 1,133,137 1,121,565
Input tax 1,132,676 1,019,280
Condominium units for sale (see Note 14) 969,938 1,115,878
Club shares for sale 846,307 856,208
Accrued interest receivable 710,812 966,503
Supplies and uniform inventory 548,354 474,803
16,481,272 17,195,445

Less allowance for impairment loss 5,705 5,705
P16,475,567 P17,189,740

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

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

= Accrued interest receivable relates mostly to stesrh time deposits that will mature within
the next financial year. Interest on time depdsitollected at respective maturity dates.

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

= Club shares for sale pertain to club shares of &cboro Beach and Country Club (Pico de
Loro) which Costa del Hamilo Inc. (Costa), a sulasidof Mt. Bliss, received as
consideration for the parcel of land and constamctiosts of the beach and country club. The
club shares entitle its holders to proprietary chdmbership in Pico de Loro’s beach and
country club facilities. Costa’s club shares faleshad a total of 6,998 and 7,055 as at March
31, 2012 and December 31, 2011, respectively.

Allowance for impairment loss amounting to B5.Tion as at March 31, 2012 and December
31, 2011, pertains to nontrade receivables whiate veentified through specific assessment.
There was no additional impairment loss identifieded on the collective assessments made
in 2012 and 2011.
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10. Available-for-Sale Investments

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

Investments in bonds and corporate notes as ati\V&drc2012 and December 31, 2011 include
third party convertible bonds and corporate notitis fixed interest rates ranging from 2.5% to
8.25%. These investments will mature on variousslaeginning on February 11, 2013 and April
15, 2018, respectively.

Investment in convertible bonds as at March 3122@3d December 31, 2011 have embedded
derivatives which are further discussed in Note 25.

Gain on disposal of AFS investments recognized utidigidends, management fees, and others”
account in the consolidated statements of inconmuaited to R18.8 million and R0.2 million for
the quarter ended March 31, 2012 and 2011, respéctiThe amounts are exclusive of the share
of the non-controlling interests.

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

March 31, December 31,
2012 2011
(In Thousands)

Acquisition cost:

Balance at beginning of year P66,416,206 PR54,114,191

Additions 5,593,857 12,590,225
Disposals (39,032) (288,210)
Balance at end of period 71,971,031 66,416,206
Accumulated equity in net earnings:
Balance at beginning of year 26,319,348 21,113,648
Equity in net earnings 1,665,275 6,415,424
Share in net unrealized gain on AFS
investments of associates 264,725 440,127
Dividends received (79,084) (1,583,351)
Accumulated equity in net earnings
of investments sold (16,978) (66,500)
Balance at end of period 28,153,286 26,319,348
100,124,317 92,735,554
Allowance for impairment loss:
Balance at beginning of year 4,317,705 4,367,658
Recovery - (445,000)
Additions — 395,047
Balance at end of period 4,317,705 4,317,705
R95,806,612 P88,417,849

The Group recognized its share in the net gain B8 lvestments of the associates amounting to
B264.7 million and B440.1 million, inclusive bktshare of the non-controlling interests
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amounting to loss of B5.0 million and gain of Bl&iillion, respectively, for the first quarter
ended March 31, 2012 and for the year ended Deae®ih011, respectively. The unrealized
gain or loss was recognized in the consolidatgersiants of comprehensive income. The
allowance for impairment loss pertaining to investits in BDO and Highlands Prime, Inc. (HPI)
amounted to R4,317.7 million as at March 31, 28i@ December 31, 2011.

The major associates of the Group are as follows:

Effective Percentage
of Ownership

March 31, December 31,

Company 2012 2011  Principal Activities

BDO 46 46 Financial services

China Banking Corporation (China Bank) 21 21 Financial services

Atlas 18 18 Mining

Belle Corp. (Belle) 26 26 Real estate development and tourism
HPI 27 27 Real estate development and tourism
Summerhills Home Development Corporation (SHDC) 21 21 Real estate development and tourism
Sodexo Motivation Solutions Philippines, Inc. 40 40 Retail

Fast Retailing Philippines, Inc. 25 25 Retail

Atlas

On July 25, 2011, SMIC acquired 316.2 million conmshares of Atlas for US$142.2 million
(B5,996.6 million) for 17.9% equity interest. SBMas three representations in the BOD of Atlas
as at December 31, 2011 and is participating imagje@al decisions. Based on these facts and
circumstances, management determined that the Gramipignificant influence in Atlas and
therefore has accounted it as investment in agsaesing equity method in the consolidated
financial statements. The acquisition of Atlas wesounted on provisional basis, pending the
information on the fair value of Atlas’ net assets.

Belle

In 2010, the Group obtained 17.53% additional owinigrin Belle for a total consideration of
P1,598.3 million. The acquisition resulted inIBdlecoming an associate of the Group at 24.77%
and 13.24% gross and effective ownership, respdgtias at December 31, 2010.

In April 2011, the Group, increased its ownershifgiiest in Belle, an associate, by 20.78% and
12.58% gross and effective ownership, respectiwgdyshare swap wherein the entire outstanding
shares of Premium Leisure Amusement, Inc. (a sigrg)jdwvas exchanged for certain number of
common shares of Belle valued at B1.95 per skhards swap). The transaction resulted to a net
gain on share swap amounting to B2,604.2 milliah of the eliminated portion of the gain
pertaining to the retained interest of the GrouBétie.

HPI
In 2011, the Group disposed of 134.8 million shafddP| for a total cost of B288.2 miliion. The
disposal resulted in a gain of B1.0 million, whislincluded under “Gain on disposal of
investments and properties” account in the conatdidi statements of income.

SHDC
In 2011, SMDC obtained 49% and 21% gross and @ffectvnership, respectively, in SHDC for
a total consideration of B20.1 million. ConsedlyeiSHDC became an associate of the Group.
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As at March 31, 2012 and December 31, 2011, thev$iies of investments in associates which
are listed in the PSE are as follows:

March 31, December 31,
2012 2011

(In Thousands)

P90,580,310 P80,928,951

BDO

China Bank 12,590,714 10,594,301

HPI 2,216,444 1,036,979

Belle 24,913,485 24,670,664
5,673,387 5,325,521

Atlas
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12. Property and Equipment

The movements in this account are as follows:

Buildings, Furniture,
Condominium Store Data Fixtures Machinery
Units and  Equipment and Processing and Office and Leasehold Transportation Construction
Land  Improvements Improvements Equipment Equipment Equipment  Improvements Equipment in Progress Total
(In Thousands)

Cost
Balance as at December 31, 2010 B2,945,232 B2%34 B6,638,725 B3,253,276 B3,050,238 B2,424,50 P2,629,192 B626,380 B699,668 26,801,504
Additions 26,970 118,732 784,783 635,960 620,339 507,700 1,188,675 258,957 648,946 4,791,062
Reclassifications 1,893 2,549 (615,945) 317,809 (186,048) (120,348) (61,331) (3,365) (383,445) (1,048,231)
Disposals/retirements — (1) (86,520) (74,484) (27,304) (10,407) (43) (301,378) — (500,137)
Balance as at December 31, 2011 2,974,095 4,665,57 6,721,043 4,132,561 3,457,225 2,801,446 3,756,493 580,594 965,169 30,044,198
Additions - 14,921 167,235 78,452 106,744 136,015 272,872 803,1 94,059 873,478
Reclassifications (1,348) (41) 9,225 (2,781) 10,276 15,323 94,958 1,157 (81,847) 44,922
Disposals/retirements — - (139) (41) - - - - - (180)
Balance as at March 31, 2012 P2,972,747 P4,67@45  P6,897,364 P4,208,191 P3,574,245 P2,952,784 P4,124,323 P584,931 P977,381 P30,962,418
Accumulated Depreciation and Amortization
Balance as at December 31, 2010 = B2,262,529 5442869 B2,394,063 B1,300,562 P1,454,709 B1,172,404 B303,829 B— B13,832,9
Depreciation and amortization 246,322 713,596 418,680 427,925 296,607 533,033 47,467 - 2,683,630
Reclassifications - (582) (598,186) (31,281) (106,226) (115,046) (88,726) (2,934) - (942,981)
Disposals/retirements — — (85,128) (41,815) (26,695) (1,306) — (66,826) — (221,770)
Balance as at December 31, 2011 - 2,508,269 4575, 2,739,647 1,595,566 1,634,964 1,616,711 281,536 - 14,951,844
Depreciation and amortization - 59,807 186,988 ans, 121,228 86,540 163,685 12,943 - 747,864
Reclassifications - 441 4,099 177 497 (298) - (1,048) - 3,868
Disposals/retirements — — (53) (25) — — — — — (78)
Balance as at March 31, 2012 P— P2,568,517 P4,1B5 P2,856,472 P1,717,291 P1,721,206  P1,780,396 P293,431 P— P15,703,498
Net Book Value
As at March 31, 2012 B2,972,747 P2,101,935 P2,139 P1,351,719 P1,856,954 P1,231,578 P2,343,927 P291,500 P977,382 P15,258,920
As at December 31, 2011 2,974,095 2,147,303 23925, 1,392,914 1,861,659 1,166,482 2,139,782 299,058 965,169 15,092,354
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13. Investment Properties

The movements in this account are as follows:

Building
Land and Equipment,
Improvements and Buildings and Furniture Construction in
Land Use Rights  Improvements and Others Progress Total
(In Thousands)
Cost
Balance as at December 31, 2010 B27,302,498 &Ro47 B15,973,989 B12,828,906 B140,890,440
Additions 2,606,363 2,762,132 932,825 14,839,591 21,140,911
Reclassifications 508,106 6,742,227 549,958 (7,138,201) 662,090
Translation adjustment 153,159 387,953 64,394 B3,4 791,939
Disposals — (6,113) — (48,474) (54,587)
Balance as at December 31, 2011 30,570,126 92451, 17,521,166 20,668,255 163,430,793
Additions 2,345,974 1,004,470 77,884 1,998,254 5,426,582
Reclassifications 49,083 1,398,289 44,236 (560,513) 931,095
Translation adjustment (55,838) (213,405) (24,994) (77,042) (371,279)
Balance as at March 31, 2012 P32,909,345 P96,860,600 P17,618,292 P22,028,955 R169,417,192
Accumulated Depreciation, Amortization
and Impairment Loss

Balance as at December 31, 2010 P1,123,236 F88p P8,024,378 P— R27,223,196
Depreciation and amortization 46,470 3,186,275 Q4,275 - 4,509,470
Reclassifications - 217,003 - - 217,003
Translation adjustment — — - 123,564 123,564
Balance as at December 31, 2011 1,177,437 21330,0 9,323,793 123,564 32,154,882
Depreciation and amortization 18,818 800,591 336,15 - 1,155,563
Reclassifications - (12,984) (312) - (13,296)
Translation adjustment (3,573) (26,630) (10,874) — (41,077)
Balance as at March 31, 2012 P1,192,682 P22,291,065 P9,648,761 P123,564 ,BBB3072
Net Book Value
As at March 31, 2012 B31,716,663 B74,569,535 98D, 532 B21,905,390 P136,161,120
As at December 31, 2011 29,392,689 73,141,158 8197 20,544,691 131,275,911

The fair values of investment properties as at Diex 31, 2011 were determined by independent
appraisers based on various appraisal reports m&fd 1 and 2010, which amounted to
R291,671.9 million. The fair value, which is bég@ market data approach, represents the
amount at which the assets can be exchanged betnwaewledgeable, willing seller and a
knowledgeable, willing buyer in an arm’s-lengthngaction at the date of valuation in accordance

with International Valuation Standards.

Included under “Land” account are the 212,119 sejuaaters of real estate properties with a
carrying value of B465.0 million and B474.0 roitlias at March 31, 2012 and
December 31, 2011, respectively, and a fair vafl13,531.0 million as at August 2007. The
land was planned for residential development imedance with the cooperative contracts entered
into by Mega Make Enterprises Limited and Afflu€apital Enterprises Limited (Oriental Land)
with Grand China and Oriental Land Development kéaiion March 15, 2007. The value of
these real estate properties was not part of theideration paid by SM Prime of
R10,827.0 million to Grand China and Oriental Laacordingly, the assets were recorded at
carrying values under “Investment properties” act@nd a corresponding liability equivalent to
the same amount is shown as part of “Tenants’ disparsd others” account in the consolidated

balance sheets.

A portion of investment properties located in Chivith a carrying value of B635.0 million and
B638.0 million as at March 31, 2012 and DecemtefB11, respectively, and a fair value of
P16,879.0 million as at August 2007, were mortgaagecollaterals to secure the domestic

borrowings in China (see Note 18).
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Rent income from investment properties, which imarily attributable to SM Prime, amounted
to B5,417.7 million and B4,868.9 million for thearter ended March 31, 2012 and 2011,
respectively. Consolidated direct operating expsrisom investment properties which generate
income amounted to B3,241.7 million and B2,78dlllon for the quarter ended March 31, 2012
and 2011, respectively.

Construction in progress account includes shoppialj complex under construction of

SM Prime. In 2012, shopping mall complex understarction mainly pertains to costs incurred
for the development of SM San Fernando, SM CongmiaCebu, SM General Santos, SM
Lanang Davao, SM Taguig, SM Chongging, SM Zibo &MiTianjin. In 2011, shopping mall
complex under construction mainly pertains to costarred for the development of SM Taguig,
SM Masinag, SM Suzhou and SM Chongging.

Shopping mall complex under construction includest of land amounting to B1,729.0 million
and B1,575.0 million as at March 31, 2012 and bBes 31, 2011, respectively.

Construction contracts with various contractoratesl to the construction of the above-mentioned
projects amounted to B42,483.0 million and B3®@24nillion as at March 31, 2012 and
December 31, 2011, respectively, inclusive of ogath cost of labor and materials and all other
costs necessary for the proper execution of th&svorhe outstanding contracts as at March 31,
2012 and December 31, 2011 are valued at B23,71idn and B10,268.0 million, respectively.

Interest capitalized to shopping mall complex urm@arstruction amounted to B44.0 million and
P30.0 million for the quarters ended March 31,28td 2011, respectively. Capitalization rates
used were 5.72% and 5.59% in 2012 and 2011, regplyct

14.

Land and Development and Condominium Units for Sale

Land and development, which amounted to B22,878l@n and B23,012.5 million as at March
31, 2012 and December 31, 2011, respectively, decland and cost of the condominium
projects.

Condominium units for sale amounting to B969.9lioni and B1,115.9 million as at March 31,
2012 and December 31, 2011, respectively, pentagotnpleted projects of SMDC, Costa and
ICDC. The amounts were included under “Other cqurassets” account in the consolidated
balance sheets (see Note 9).

The condominium units for sale and land and devety are stated at cost as at
March 31, 2012 and December 31, 2011.

Borrowing costs capitalized by the Group to land davelopment account amounted to R46.9
million and B411.7 million in 2012 and 2011, redpely. The average rates used to determine
the amount of borrowing costs eligible for cap#ation range from 4.0% to 8.3% in 2012 and
3.7% to 7.5% in 2011. Interest expense chargegpeoations amounted to B240.5 million in 2012
and P488.3 million in 2011.
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15. Intangibles and Other Noncurrent Assets

Intangibles
This account consists of;

March 31, December 31,

2012 2011

(In Thousands)
Goodwill B9,229,438 B9,229,438
Trademarks and brand names 6,124,762 6,124,762

P15,354,200 P15,354,200

Other Noncurrent Assets
This account consists of;

March 31, December 31,
2012 2011

(In Thousands)

Receivable from a related party and escrow

fund (see Note 20) B9,067,779 B8,195,691
Receivables from real estate buyers (see Note 8) 10,042,695 8,739,412
Deposits and advance rentals 4,358,366 5,030,882
Derivative assets (see Notes 24 and 25) 104,720 159,461
Long-term notes (see Note 20) 506,724 506,724
Defined benefit asset 372,197 394,713
Treasury bonds 200,000 200,000
Others 776,867 857,532

P25,429,348 P24,084,415

The recoverable amount of goodwill, trademarks lanashd names have been determined using the
cash flow projections based on the financial buslgeproved by senior management covering a
three-year period. The calculation of value-in-isseost sensitive to pre-tax discount rates. The
pre-tax discount rates applied to cash flow prapestranged from 7.15% to 8.93% as at
December 31, 2011. The discount rates were detethbased on the yield of ten-year
government bonds at the beginning of the forecagtad Discount rates reflect the current
market assessment of the risks to each cash gewgeuait and were estimated based on the
average percentage of weighted average cost datégpithe industry. The rate was further
adjusted to reflect the market assessment of akyspecific to the cash-generating unit for which
future estimates of cash flows have not been agtjusanagement assessed that no reasonable
possible change in pre-tax discount rates andduwtash inflows would cause the carrying value
of goodwill, trademarks and brand names in 2011281 to materially exceed its recoverable
amount.

In 2009, various cash advances were provided étated party for payment of interest, purchase
of shares and other operating requirements totéiRp,000.0 million, which bears a fixed
interest of 7.0%, payable semi-annually and wiltunain 2014 (see Note 20).

Escrow fund amounting to B3,067.8 million and1®3,2 million as at March 31, 2012 and
December 31, 2011, respectively, pertains mainthécamounts deposited in the account of an
escrow agent as required by the Housing and LaedRégulatory Board (HLURB) in connection
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with SMDC'’s temporary license to sell prior to HLBR issuance of a license to sell and
certificate of registration.

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

Long-term notes pertain to unquoted and unsecuwredrdinated debt instruments which carry
fixed interest rates per annum ranging from 7.5%.5%6 as at March 31, 2012 and December 31,
2011. The B200.0 million will mature on NovemBér 2017, B88.6 million will mature on

May 29, 2018 and the remaining B218.1 million wikture on March 20, 2019.

Treasury bonds pertain to quoted Philippine govemntreasury bonds classified as held-to-
maturity investment which bear fixed interest ratasying from 8.5% to 9.0% and payable
quarterly. The B200.0 million will mature on J&¥, 2013.

“Other noncurrent assets-others” account mostliapeto depreciable input value-added tax.

16.

Bank Loans

This account consists of;

March 31, December 31,
2012 2011

(In Thousands)

Parent Company:

U.S. dollar-denominated loans B3,776,960 B3,857,920

Peso-denominated loans 3,000,000 15,500,000
Subsidiaries -

Peso-denominated loans 5,990,000 6,390,000

P12,766,960 P25,747,920

The U.S. dollar-denominated loans amounting to BS#8lion (B3,777.0 million) and

US$88.0 million (B3,857.9 million) as at March 2012 and December 31, 2011, respectively,
bear interest at 3-month London Inter-Bank OffeRade (LIBOR) plus margin. The peso-
denominated loans bear annual interest rates rgufigim 3.60% to 4.26% in 2012 and 2011,
respectively. These loans have maturities oftlegis one year (see Note 20).

A portion of these loans is collateralized by tengpg investments and shares of stocks in
accordance with the regulations of the Bangko &&ng Pilipinas (BSP). The carrying values of
the collaterals approximate the amounts of thedoan
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17. Accounts Payable and Other Current Liabilities

This account consists of;

2012 2011
(In Thousands)

Trade P19,950,531 R28,027,967
Payable arising from acquisition of land 3,857,593 3,116,058
Nontrads 3,017,525 2,078,768
Due to related parties (see Note 20) 2,395,795 2,734,415
Accrued expenses (see Note 20) 2,357,802 2,748,247
Accrued interest (see Note 20) 1,823,890 1,702,660
Gift checks redeemable and others 1,222,086 1,690,035
Payable to government agencies 859,881 1,426,230
Derivative liabilities (see Note 25) - 124,222
Subscriptions payable - 1,101,205

P35,485,103 B44,749,807

The terms and conditions of the above liabilitielofv:

» Trade payables primarily consist of liabilitiessigppliers and contractors, which are
noninterest-bearing and are normally settled o 8030 days’ term.

= Payable arising from acquisition of land, nontradgables, accrued interest and others are
expected to be settled within the next financiarye

» The terms and conditions relating to due to relgties are further discussed in Note 20.

= Gift checks are redeemable at face value.

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

»= Accrued expenses pertain to accrued and unpaidgedleneral and administrative expenses
which are normally settled within the next finagiaar.

In September 2011, the Group exercised its 1:6sights entitlement with Belle Corporation for
734.1 million shares at B3 per share. The availmiel not affect the Group’s direct ownership
with Belle which remained at 46%. The unpaid stpson amounting to P1,101.2 million as at
December 31, 2011 was paid in January 2012.



-41 -

18. Long-term Debt

This account consists of;

March 31, 2012 December 31, 2011
Gross Amount  Debt Issue Cost Net Amount  Gross Amount  Debt Issue Cost Net Amount

(In Thousands)

Parent Company
U.S. dollar-denominated:
Fixed rate bonds B43,092,646 (R324,296) BR42,768,350 B43,990,263 (R357,171) P43,633,092
Convertible bonds 10,730,000 (211,994) 10,518,006 979,645 (8,256) 971,389
Peso-denominated:
Seven-year and ten-year

corporate notes 5,000,000 (41,389) 4,958,611 5,000,000 (42,578) 4,957,422
Five-year fixed rate notes 6,699,000 (46,997) 6,652,003 6,700,000 (49,708) 6,650,292
Five-year and seven-year retail

bonds 9,400,000 (37,838) 9,362,162 9,400,000 (47,422) 9,352,578
Bank loans collateralized

with time deposits 8,950,000 (12,661) 8,937,339 8,950,000 (15,070) 8,934,930
Preferred shares 200,000 77) 199,923 200,000 (131) 199,869
Other bank loans 9,548,500 (16,854) 9,531,646 9,548,500 (17,921) 9,530,579

Subsidiaries

U.S. dollar-denominated:
Five-year term loans 11,588,400 (241,359) 11,347,041 6,356,800 (255,267) 6,101,533
Two-year, three-year and

five-year bilateral loans 1,073,000 (9,304) 1,063,696 1,096,000 (11,071) 1,084,929

Other bank loans 2,146,000 (21,319) 2,124,681 3,068,800 (38,021) 3,030,779
China yuan-renminbi denominated:

Three-year loan 1,276,786 - 1,276,786 1,299,441 - 1,299,441

Five-year loan 2,452,287 - 2,452,287 2,599,819 - 2,599,819

Eight-year loan 272,552 - 272,552 277,388 - 277,388

Peso-denominated:
Three-year and five-year fixed

rate notes 10,000,000 (50,840) 9,949,160 10,000,000 (55,774) 9,944,226
Five-year, seven-year and ten-year
corporate notes 6,930,000 (43,485) 6,886,515 6,930,000 (45,829) 6,884,171
Five-year, seven-year and ten-year
fixed and floating rate notes 5,000,000 (36,527) 49,963,473 - - -
Five-year and ten-year
corporate notes 4,289,350 (25,378) 4,263,972 4,289,350 (24,457) 4,264,893
Five-year floating rate notes 4,950,000 (35,519) 4,914,481 5,000,000 (37,587) 4,962,413
Five-year, seven-year and
ten-year fixed rate notes 1,997,030 (10,833) 1,986,197 1,997,030 (11,355) 1,985,675
Five-year bilateral loans 531,250 (2,423) 528,827 546,875 (2,584) 544,291
Other bank loans 9,201,300 (26,349) 9,174,951 9,203,500 (28,229) 9,175,271
155,328,101 (1,195,442) 154,132,659 137,433,411 (1,048,431) 136,384,980
Less current portion 7,012,287 4,231 7,008,056 7,935,231 14,270 7,920,961
Noncurrent portio P148,315,814 (R1,191,211) P147,124,603  P129,498,180 (P1,034,161) P128,464,019

Parent Company

Fixed Rate Bonds

On October 13, 2010, SMIC issued US$400 milliondso(R16,277.1 million) which bear a fixed
interest rate of 5.5% per annum, payable semi-diynnaarrears and will mature on October 13,
2017. This issuance is comprised of US$186.3onil(R7,691.3 million) additional bonds, and
US$82.9 million (B3,312.8 million) and US$130.8limn (R5,273.0 million) exchanged bonds
from the existing US$350.0 million 6.75% bonds @0¢3 and US$500.0 million 6.0% bonds due
2014, respectively. The exchange was not accodiotess an extinguishment but merely a
modification of terms because the terms of the arghd bonds are not substantially different
from the existing bonds (i.e., the difference betwthe present value of the cash flows of the
exchanged bonds and the present value of the rérgaiash flows of the existing bonds
discounted using the original effective interes¢ did not exceed 10%).

On September 22, 2009, SMIC issued US$500.0 mibmmds, with peso equivalent of

B16,273.4 million and B16,622.2 million as at 8/aB1, 2012 and December 31, 2011,
respectively, which bear a fixed interest rate .6P6 per annum, payable semi-annually in arrears.
The bonds will mature on September 22, 2014.
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On July 17, 2008, SMIC issued US$350.0 million mmith peso equivalents of
R10,542.1 million and R10,768.1 million as at &eB1, 2012 and December 31, 2011,
respectively, which bear a fixed interest rate @586 per annum, payable semi-annually in
arrears. The bonds will mature on July 18, 20k8Braay be redeemed at the option of the
relevant holder beginning July 18, 2011 at thegipia amount.

Convertible Bonds

On March 19, 2007, SMIC issued at face zero colp®H300.0 million Convertible Bonds (the
Bonds) (financial liability component amounted=2®7B.6 million and B979.6 million as at March
31, 2012 and December 31, 2011, respectively), avitkeld to maturity of 3.5% due on March 20,
2012 at 118%. The bonds contain multiple embed@edatives (i.e., conversion option, call
option and put option) which are further discussedote 25.

The conversion option entitles the holder to conitgroutstanding bonds for SMIC’s common
shares at any time, on or after June 30, 2007 tinatitlose of business on March 13, 2012, unless
previously redeemed, converted or purchased anzktied. Starting April 25, 2007, the
conversion price is equal to B453.39 a sharey, gifteng effect to the 4.27% stock dividend. At
various dates in 2012 and 2011, the bondholdesS$16.0 million (R813.6 million) and

US$1.7 million (B82.5 million) bonds, respectivatpted to convert their holdings into 1,710,588
and 181,364 of SMIC’s shares (see Note 19). Theeasion resulted to a gain of B219.3 million
and B11.3 million in 2012 and 2011, respectivehgwn under “Dividends, management fees, and
others” account in the consolidated statementsadime. The fair value of the related derivative
liability derecognized upon conversion amounted &$4.2 million (181.50 million) and US$0.3
million (B11.0 million) in 2012 and 2011, respeety (see Notes 17 and 25).

The remaining value of convertible bond amountm§4.7 million (201.4 million) matured on
March 19, 2012, resulted to a gain of B28.8 mmllishown under “Dividend, management fees,
and others” account in the consolidated staten@nteome. The fair value of the related
derivative liability derecognized upon maturity ameed to US$.7 million (B28.8 million)

(see Notes 17 and 25).

The put option entitles the bondholders to reqtiieeParent Company to redeem all or some of its
Bonds on March 19, 2010 (put date) at 110.97%otal bf US$246.3 million (B11,253.5 million)
bonds were redeemed, which resulted in a gair8d#iB million shown under “Gain on disposal

of investments and properties” account in the 2tsolidated statements of income. The fair
value of the related derivative liability derecagd upon early redemption amounted to

US$35.2 million (R1,609.7 million) (see Note 25).

Lastly, the call option gives right to the Parewingpany to redeem the remaining Bonds, in whole
but not in part at their early redemption amounttendate fixed for redemption, provided,
however, that no such redemption may be made uttlesdosing price of the shares of the Parent
Company (translated into US Dollars at the prengiliate) for each of the 30 consecutive trading
days, the last of which occurs no more than fiwesdaior to redemption notice, was at least
130% of the applicable early redemption amountddigiby the conversion ratio.

On February 15, 2012, SMIC issued at face valug5e6coupon US$250.0 million (B10,730.0
million) Convertible Bonds (the Bonds), with a yléb maturity of 2.875% due on February 15,
2017 at 106.67%. Interest on the Bonds is paysdig-annually in arrear every February 15 and
August 15 each year.

Each bond will, at the option of the holder, bevatible (unless previously redeemed, converted
or purchased and cancelled) on and after June012, @r such earlier date on which approval in
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principle to list the shares on the PSE is obtgingdo the close of business on February 5, 2017
into fully paid common shares with a par valued®Rach at an initial conversion price of
R781.446 per share translated into U.S. dollasasfixed conversion rate of R42.711 to US$1.00.

All or some of the Bonds may be redeemed at thierpff the relevant holder on February 15,
2015 at their early redemption amount, togetheh #ie accrued but unpaid interest. On or any
time after February 15, 2015 and prior to the mgtaate, SMIC may redeem the Bonds in whole
but not in part at their early redemption amourggether with the accrued but unpaid interest,
provided, however, that no such redemption may &denunless the closing price of the shares for
each of the 30 consecutive trading days the lasthath occurs not more than five days prior to
the date upon which notice is given, was at ledé#4d.of the applicable early redemption amount
divided by the conversion ratio. SMIC may alsoed the Bonds in whole but not in part at

their early redemption amount, together with theraed but unpaid interest, if at any time the
aggregate principal amount is less than 10% oagwgegate principal amount originally issued.

Seven-year and Ten-year Corporate Notes

On September 26, 2011, SMIC issued fixed rate catpaotes comprised of seven-year or Series
A Notes and ten-year or Series B Notes due on 8dgate26, 2018 and September 26, 2021,
respectively. The total issuance amounted to BAddlion and B4,084.0 million for the Series A
and Series B Notes, respectively.

The series A Notes have a term of seven yearstherissue date, with a fixed interest rate
equivalent to 5.75% per annum payable semi-annuabyrears starting March 26, 2012. The
Seies B Notes have a term of ten years from theidate, with a fixed interest rate equivalent to
6.625% per annum payable semi-annually in arr¢ars8rgy March 26, 2012.

The Series A and B Notes have principal repayme@tlds of the principal amount in annual
installments that will commence on the twelfth”(‘)Lmonth from the issue date, with the last
installment payment to be made on maturity date.

Five-year Fixed Rate Notes

On February 7, 2011, SMIC issued corporate notesiating to B6,700.0 million, which bear a
fixed interest rate of 6.17% per annum, payablei-semually in arrears. The corporate notes will
mature on February 8, 2016. The notes have pahogpayment of B1.0 million that will
commence on the twelfth month from the issue daité, the last installment payment to be made
on maturity date.

Five-year and Seven-year Retail Bonds

On June 25, 2009, SMIC issued fixed rate bonds;lwbdomprised of 5-year or Series A Bonds
and 7-year or Series B Bonds due on June 26, 28d dune 25, 2016, respectively. The total
issuance amounted to B8,400.0 million and B100®@lion for the Series A and Series B Bonds,
respectively.

The Series A Bonds have a term of five years amddaty from the issue date, with a fixed interest
rate equivalent to 8.25% per annum payable senualynin arrears starting December 26, 2009.
The Series B Bonds have a term of seven yearstfierissue date, with a fixed interest rate
equivalent to 9.10% per annum payable semi-annirallyrears starting December 25, 2009.
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Bank Loans Collateralized with Time Deposits

On January 8, 2010, SMIC obtained two five-yeamterans amounting to B1,500.0 million each.
The loans are based on a three-month Philippindirige8ystem Treasury-Fixing (PDST-F) rate
plus an agreed margin. Both loans are payabldayhain arrears.

On October 16, 2007, SMIC obtained a five-year tram amounting to B6,000.0 million, which
bears interest based on a three-month PDST-F iegeap agreed margin, payable quarterly in
arrears. On October 12, 2011, SMIC paid B50.0anibf this loan.

These loans are collateralized by a portion of SKlitiine deposits amounting to
US$475.0 million with peso equivalents of B20,88million and B20,824.0 million as at March
31, 2012 and December 31, 2011, respectively (ste §).

Preferred Shares

On August 6, 2007, SMIC issued Series 1 and S2riadson-convertible, non-participating,
non-voting preferred shares amounting to B3,360ldn and B200.0 million, respectively. Each
share has a par value of B10.0 a share and arpaffe of 10,000 a share.

The Series 1 preferred shares carry a fixed diddate of 7.51% per annum, payable semi-
annually in arrears, while the Series 2 preferfettess carry a dividend rate based on 3-month
PDST-F rate plus an agreed margin. The dividegiatsiare cumulative. The preferred shares
rank ahead of the common shares in the eventwitiidgjon.

The preferred shares are mandatorily redeemabfaigast 6, 2012 at redemption price, which
consists of (1) 100% of the offer price; (2) alpaid cash dividends accruing thereon, if any,
and/or in the event no cash dividends are decfarettie relevant period, an amount equivalent to
the sum of the cash dividends on the preferredeshaad dividends been declared and paid for the
relevant period; and (3) any charges on unpaid afsaiue then outstanding. SMIC has an

option to early redeem the preferred shares sutgexrtain conditions. On February 6, 2011,
SMIC prepaid the Series 1 preferred shares amautai3,300.0 million.

Other Peso Bank Loans
This account includes the following:

March 31, December 31,

2012 2011

(In Thousands)
Ten-year term loans B2,050,000 B2,050,000
Seven-year term loans 4,498,500 4,498,500
Five-year term loans 3,000,000 3,000,000

P9,548,500 P9,548,500

* In January 2008, SMIC obtained two ten-year teramgoamounting to B1,050.0 million and
B500.0 million, which bear fixed interest rate6@5% and 6.71% per annum, respectively.
Outstanding balances of these loans as at March(3P2, and December 31, 2011 amounted
to R1,550.0 million.

= In April 2008, SMIC obtained seven-year and tenryeem loans amounting to
B500.0 million each, which bear fixed interesesadf 8.56% and 8.79% per annum,
respectively. The seven-year term loan is suldgepayment of B0.5 million which is due
annually after issue date up to the 6th year. rEh®ining balance is due upon maturity.
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Outstanding balances of the seven-year and tentggadoans amounted to B498.5 million
and R500.0 million as at March 31, 2012 and Deeer8l, 2011.

= In March 2008, SMIC obtained a seven-year term braounting to B1,000.0 million, which
bears a fixed interest rate of 7.28% per annumist@uoding balance as at March 31, 2012 and
December 31, 2011 amounted to B1,000.0 million.

= The seven-year term loans also include B2,000l@mand B1,000.0 million fixed rate loans
with interest rates of 6.90% and 6.91%, respedtivéllikewise includes B2,000.0 million
floating rate loan with interest based on 3-mortsP-F plus an agreed margin. The loans
will mature in October and November 2014. On Jan@a, 2011, SMIC prepaid the
B2,000.0 million fixed rate loan. Outstandingdvade as at March 31, 2012 and December 31,
2011 amounted to B3,000.0 million.

* In February 2009, SMIC obtained a five-year teraml@amounting to B3,000.0 million which
bears a floating interest rate based on a 6-moD®ITPF plus margin. Outstanding balance as
at March 31, 2012 and December 31, 2011 amountB8.100.0 million.

Subsidiaries

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

This represents a US$270 million unsecured loaterdd in 2012 and 2011 by SM Prime. The
loans bear interest rates based on London Intek-Bdiered Rate (LIBOR) plus spread, with a
bullet maturity on March 21, 2016.

US Dollar-denominated Two-year, Three-year an@ Fyear Bilateral Loans

The US$75.0 million unsecured loans were obtaine8M Prime in November 2008. The loans
bear interest rates based on LIBOR plus spreaH,lwilet maturities ranging from two to five
years. SM Prime prepaid the US$30.0 million (B®&,8 million) and the US$20.0 million
(B950.4 million) unsecured loans on November 820Z2and June 1, 2009, with original maturity
dates of November 28, 2011 and November 19, 2@&pgectively. The related unamortized debt
issuance costs charged to expense amounted tori@oh and B4.0 million in 2010 and 2009,
respectively. The remaining balance of US$25.0ianilwill mature on November 20, 2013.

US Dollar-denominated Three-year Bilateral Loans

The US$40.0 million (R1,753.6 million) three-yédlateral unsecured loans were obtained by
SM Prime on July 13, 2010 and October 15, 200% [dhAns bear interest rate based on LIBOR
plus spread, with bullet maturity on January 14,.28nd October 15, 2012, respectively. The
US$20 million (R876.8 million) loan was prepaid April 15, 2011 and the related unamortized
debt issuance costs charged to expense amour@Ganillion. The remaining US$20.0 million
loan was prepaid on January 13, 2012 and the deletamortized debt issuance costs charged
to expense amounted to B25.0 million.

US Dollar-denominated Five-year Bilateral Loans

The US$20.0 million (R858.4 million) and US$30.0lion (R1,287.6 million) five-year bilateral
unsecured loans were obtained by SM Prime on AptiR011 and November 30, 2010,
respectively. The loans bear interest rate basddBOR plus spread, with bullet maturity on
November 30, 2015.
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China Yuan Renminbi-denominated Three-year Loan

This represents a three-year loan obtained by Siviefon March 28, 2011 amounting to

¥250.0 million to finance the construction of shimgpmalls. Partial drawdown amounting to
¥187.4 million (B1,299.4 million) was made as atBmber 31, 2011. The loan has a floating rate
with an annual repricing at prevailing rate dicthllyy Central Bank of China less 5% and will
mature on March 27, 2014. The loan bears an siteage of 6.66% in 2012 and 2011.

China Yuan Renminbi-denominated Five-year Loan

This represents a five-year loan obtained by Svh@mwn August 26, 2009 amounting to

¥350.0 million to finance the construction of shimgpmalls. The loan is payable in semi-annual
installments until 2014. The loan has a floatiaggwith an annual repricing at prevailing rate
dictated by Central Bank of China less 10%. Tl loarries an interest rate of 6.21% in 2012
and 2011 (see Note 25).

China Yuan Renminbi-denominated Five-year Loan

This represents a five-year loan obtained by Svh@mwn August 27, 2010 amounting to

¥150.0 million to finance the construction of shimgpmalls. Partial drawdown amounting to
¥0.9 million (B6.2 million) and ¥60 million (B8@ million) was made in 2011 and 2010,
respectively. The loan is payable in annual ihshts until 2015. The loan has a floating rate
with an annual repricing at prevailing rate dictaby Central Bank of China less 10%. The loan
carries an interest rate of 6.21% in 2012 and Z6&& Note 25).

China Yuan Renminbi-denominated Eight-year Loan

This represents an eight-year loan obtained by 8Md?on December 28, 2005 amounting to
¥155.0 million to finance the construction of shimgpmalls. The loan is payable in annual
installments with two years grace period until Daber 2012. The loan has a floating rate with
an annual repricing at prevailing rate dictatedCiepntral Bank of China less 10%. The loan bears
interest rate of 6.35% in 2012 and 2011 (see No}e 2

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

Philippine Peso-denominated Three-year and Fivedygad Rate Notes

This represents a three-year and five-year fixéelmates issued by SMDC on June 1, 2010
amounting to B2,000.0 million and B8,000.0 millicespectively. The three-year and five-year
fixed rate notes bear fixed interest rates of 6a8#b 7.7%, respectively, and will mature on

June 1, 2013 and June 2, 2015, respectively. Sk&3Can option to prepay the notes subject to a
fixed prepayment penalty. The prepaid amount shellide the outstanding principal obligation,
any accrued interest on the notes and the prepdyreealty.

Philippine Peso-denominated Five-year, Seven-yeadil@n-year Corporate Notes

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

R813.5 million, respectively, out of B7,000.0lioii facility obtained on December 20, 2010. The
remaining B2,000.0 million floating rate note vadsained on June 13, 2011. The loans bear an
interest rate based on PDST-F plus margin foriteyfear floating and 5.79%, 5.89% and 6.65%
for the five-year, seven-year and ten-year fixedpectively. The loans have bullet maturities in
2015, 2017 and 2020, respectively (see Note 25).

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

This represents a five-year floating and fixed raites and ten-year fixed rate note obtained by
SM Prime on April 14, 2009 amounting to B200.0lionl, B3,700.0 million and B1,100.0 million,
respectively. The loans bear an interest ratedoasd®DST-F plus margin for the five-year
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floating and 8.4% and 10.1% for the five-year agrttyear fixed, respectively. The loans have
bullet maturities in 2014 and 2019, respectivege(blote 25).

Philippine Peso-denominated Five-year Floating Réites

This represents a five-year floating rate notesiokd on March 18, 2011 and June 17, 2011
amounting to B4,000.0 million and B1,000.0 millicespectively. The loans bear an interest rate
based on PDST-F plus margin and will mature on &, 2016 and June 18, 2016, respectively
(see Note 25).

Philippine Peso-denominated Five-Year, Seven-YpdrT@n-Year Fixed and Floating Rate Notes
This represents a five-year floating, five-yeaxeseyear and ten-year fixed rate notes obtained
by SM Prime on January 12, 2012 amounting to ERGM@Iion, B1,012.0 million, B133.0 million,
and B3,655.0 million, respectively. The loans lzainterest rate based on PDST-F plus margin
for the five-year floating and 5.86%, 5.97% andDédlfor the five-year, seven-year and ten-year
fixed, respectively. The loans have bullet matesitin 2017, 2020 and 2022, respectively (see
Note 24).

Philippine Peso-denominated Five-year, Seven-yediT@n-year Fixed Rate Notes

This represents a five-year, seven-year and tenfiyea rate notes obtained by SM Prime on
June 17, 2008 amounting to B1,000.0 million, BQ.,@ million and B800.0 million, respectively.
The loans bear fixed interest rates of 9.31%, 9.60%9.85%, respectively, and will mature on
June 17, 2013, 2015 and 2018, respectively. Agodf the loans amounting to B1,000.0 million
was prepaid on June 17, 2011. The related unazadrtiebt issuance costs charged to expense
amounted to B4.0 million (see Note 25).

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

* Five-year term loan obtained by a subsidiary of Biine on October 24, 2011 amounting
to B500.0 million and will mature on October 2818. The loan carries an interest rate
based on PDST-F plus an agreed margin (see Note 25)

» Five-year term loan obtained by a subsidiary of Biiihe on September 28, 2007 and
November 6, 2007 amounting to B250.0 million t@fice the construction of
a project called “San Miguel by the Bay.” The laaipayable in equal quarterly
installments of B15.6 million starting Decembe®2@p to September 2012 and carries
an interest rate based on PDST-F plus an agreaginr(gaee Note 25).

Other Bank Loans - Subsidiaries
This account includes the following:

March 31, December 31,

2012 2011
(In Thousands)
Ten-year term loan B1,200,000 B1,200,000
Five-year term loans 8,001,300 8,003,500

P9,201,300 P9,203,500

= On August 16, 2006, SM Prime obtained a ten-yebletdixed rate loan amounting to
B1,200.0 million which bears a fixed interest @it®.75% and will mature on
August 16, 2016 (see Note 25).
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The following five-year term loans were obtainedvayious subsidiaries:

March 31, December 31,
Year Obtained Maturity Subsidiary 2012 2011 Interest Rate (see Note 25)
(In Millions)
2010 2015 SM Prime P2,000.0 R2,000.0 PDST-F plus an agreed margin
SM Prime 990.0 990.0 Agreed fixed rate less PDST-F
SM Land 224.0 225.0 Fixed rate of 8.0% to 8.15%
Costa 118.8 120.0 Fixed rate of 8.0% to 8.27%
SM Land 75.0 75.0 PDST-F plus an agreed margin
2009 2014 SM Prime 3,000.0 3,000.0 PDST-F plus an agreed margin
SM Land 1,393.5 1,393.5 Fixed rate of 7.87% to 8.25%
SM Land 200.0 200.0 PDST-F plus an agreed margin
P8,001.3 P8,003.5

SM Prime prepaid on March 3, 2011 a five year bltlan amounting to B1,000.0 million
which will mature on March 3, 2013. The relatethhae of unamortized debt issue cost
charged to expense amounted to B3.0 million in201

= On April 15, 2009, SM Prime obtained a four-yealtdidoan amounting to B750.0 million
which will mature on April 15, 2013. The loan bean interest rate based on Philippine
Reference Rate (PHIREF) plus margin. The loanprepaid on October 17, 2011. The
related balance of unamortized debt issuance basyed to expense amounted to
3.0 million in 2011 (see Note 25).

= On October 16, 2009, SM Prime obtained a threeyelet loan amounting to B830.0
million and will mature on October 16, 2012. Thar carries an interest rate based on
PDST-F plus an agreed margin. The loan was prepafpril 13, 2011. The related
unamortized debt issuance costs charged to expemsented to 2.0 million.

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

Repayment Schedule
The repayments of long-term debt are scheduledllasvk:

Gross Loan Debt Issue Cost Net
(In Thousands)
2012 B7,012,287 (B4,231) B7,008,056
2013 14,100,124 (105,184) 13,994,940
2014 41,188,338 (222,271) 40,966,067
2015 25,633,120 (92,421) 25,540,699
2016 25,848,060 (308,696) 25,539,364
2017 28,271,017 (379,948) 27,891,069
2018 3,810,603 (16,219) 3,794,384
2019 1,273,789 (6,857) 1,266,932
2020 780,919 (1,434) 779,485
2021 4,083,794 (33,883) 4,049,911
2022 3,326,050 (24,298) 3,301,752

P155,328,101 (P1,195,442) P154,132,659

The loan agreements provide certain restrictiomsraquirements principally with respect to
maintenance of required financial ratios and makehange in ownership or control. As at March
31, 2012 and December 31, 2011, the Group is irptiante with the terms of its loan covenants.
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19. Equity

Capital Stock
As at March 31, 2012 and December 31, 2011, SM&@Gthorized capital stock is composed of

690,000,000 common shares and 10,000,000 redeepratidered shares with a par value of
B10.0 a share. The redeemable preferred sharesesunted for as a liability (see Note 18).
SMIC's issued and subscribed common shares ar8 4,821 and 612,164,033 as at March 31,
2012 and December 31, 2011, respectively.

At various dates in 2012 and 2011, 1,710,588 comshanes and 181,364 common shares,
respectively, were issued as a result of conversi@MIC’s convertible bonds (see Note 18).
The excess of conversion price over par valueitgd@758.4 million and B80.4 million,
respectively, are presented as “Additional paidapital” account in the consolidated balance
sheets.

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

Authorized No. of Issue/Offer
Date of SEC Approval Shares  Shares Issued Price
March 2005 105,000,000 250
November 6, 20(C 56,000,000 218
June 14, 2007 100,000,000 10
April 25, 2007 25,023,038 10
October 4, 2010 340,858 453
November 3, 201 309,387 453
November 25, 201 309,386 453
Augist 17, 2011 10,668 453
September 26, 2011 170,696 453

The Parent Company declared stock dividends in .20®ié total number of shareholders of the
Parent Company is 1,290 and 1,304 as at March@P, 2nd December 31, 2011, respectively.

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

March 31, December 31,

2012 2011
(In Thousands)
Balance at beginning of year P35,536,615 P35,456,200
Adjustments from additional issuance of shares 758,458 80,415

Balance at end of year B36,295,073 B35,536,615
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Cost of Parent Common Shares Held by Subsidiaries

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

The cost of common shares held by subsidiaries laich 31, 2012 and December 31, 2011
amounting to B263.2 million pertains to 820,494arek with an average cost of B320.8 per share.

Retained Earnings

On April 26, 2012, the BOD approved the declaratibnash dividends of 104.0% of the par
value or B10.4 per share for a total amount ¢8&&5 million in favor of stockholders on record
as at May 26, 2012. This will be paid on JuneZai,2.

On April 27, 2011, the BOD approved the declaratibnash dividends of 90.4% of the par value
or B9.04 per share for a total amount of B5,588l#n in favor of stockholders on record as at
May 27, 2011. This was paid on June 22, 2011.

The balance of retained earnings includes the aglated equity in net earnings of subsidiaries
and associates amounting to B80,316.0 millionRiriel086.8 million as at March 31, 2012 and
December 31, 2011, respectively. The amount iavaiable for dividends distribution until
such time that the Parent Company receives thdetids from the respective subsidiaries and
associates.

20.

Related Party Transactions

Terms and Conditions of Transactions with Relatedi€s

For the periods ended March 31, 2012 and Decemhet(3 1, the Group did not make any
provision for doubtful accounts relating to amounmtged by related parties. An assessment is
undertaken at each financial year-end by examitiiedinancial position of the related party and
the market in which the related party operateser@imave been no guarantees provided or
received for any related party receivables or pkegabAffiliate refers to an entity, that is neitlze
parent, subsidiary, nor an associate, with stocldrslcommon to the SM Group or under
common control.

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

Rent

The Parent Company and subsidiaries have existaggelagreements for office and commercial
spaces with related companies (retail affiliat@gsKking group and other affiliates). Total rent
income amounted to B730.3 million and B831.4ionilfor the quarters ended March 31, 2012 and
2011, respectively.

Management Fees

The Group pays management fees to Shopping Certead@ment Corporation, Leisure Center,
Inc., West Avenue Theaters Corporation and FamigEainment Center, Inc. (affiliates) for the
management of the office and mall premises. Trotlagement fees amounted to B221.4 million,
P189.4 million for the quarters ended March 31, 28nd 2011, respectively.
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SMIC and SM Retail also receive management fees fedail affiliates for management and
consultancy services. The annual management fedsmaed on a certain percentage of the
related companies’ net income as defined in theagement contracts. Total management fees
earned amounted to B145.0 million and B209.4anifor the quarters ended March 31, 2012 and
2011, respectively, included as part of “Dividermignagement fees and others” account in the
consolidated statements of income.

Service Fees

The Group provides manpower and other serviceffiliat@s. Service fees earned amounted to
R69.6 million and B5.5 million in 2012 and 20fdspectively, included as part of “Dividends,
management fees and others” account in the coasetidstatements of income.

Dividend Income

The Group’s investment in AFS equity instrumentsertain affiliates earn income upon the
declaration of dividends by the investees. ToitdHénd income from these affiliates amounted to
P280.0 million and B222.1 million for the quastended March 31, 2012 and 2011, respectively.

Cash Placements and Loans

The Group has certain bank accounts and cash péatenhat are maintained with BDO
and China Bank (Bank Associates). Such accountsieterest based on prevailing market
interest rates (see Notes 5, 6 and 15).

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

Others
The Group, in the normal course of business, htsdtanding receivables from and payables to
related companies as at reporting period whicluasecured and normally settled in cash.

The consolidated balance sheets and statememtsavhé include the following amounts resulting
from the above transactions with related partiest&ddarch 31, 2012 and 2011 and December 31,
2011:

March 31, March 31,
Relationship ~ Nature of Transactions/ Outstanding Acco 2012 2011
(In Thousands)
Bank Associates Interest income B912,606 B697,057
Interest expense 326,032 116,017
Rent income 6,528 11,430
Service income 90 90
Retail affiliates
and others Rent income 723,808 803,267
Management fee expense 221,418 189,412
Management fee income 144,959 209,459
Dividend income 280,000 222,089

Service income 69,559 5,369
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March 31, December 31,
Relationship ~ Nature of Transactions/ Outstanding Acco 2012 2011
(In Thousands)
Bank Associates Cash and cash equivalents (seeS)ote B32,120,690 B50,226,026
Time deposits and short-term investments
(see Note 6) 47,876,002 38,293,363
Investments held for trading (see Note 7) 159,717 161,114
AFS investments (see Notes 7 and 10) 1,159,077 1,162,545
Advances and other receivables (see Note 9) 585,000 841,418
Long-term notes (see Note 15) 506,724 506,724
Payables -
Accrued interest (see Note 17) 104,494 190,583
Bank loans (see Note 16) 9,520,960 21,055,920
Current portion of long-term debt (see Note 18) 5,951,198 5,949,514
Long-term debt - net of current portion 9,685,501 9,684,492
Retail affiliates
and others Receivables:
Receivable from a related party and
advances for project development
(see Notes 9 and 15) 7,121,565 7,121,565
Due from related parties (see Note 8) 2,918,438 2,684,558
Related party tenants (see Note 8) 1,169,330 1,267,728
Management fees (see Note 8) 109,748 95,892
AFS investments (see Notes 7 and 10) 52,650 52,650
Payables:
Due to related parties (see Note 17) 2,395,795 2,734,415
Accrued expenses (see Note 17) 87,259 74,848
21. Cost of Sales
This account consists of:
March 31, March 31,
2012 2011
(In Thousands)
Merchandise inventories
at beginning of year P13,436,456 R10,485,903
Purchases 25,993,026 23,522,010
Total goods available for sale 39,429,482 34,007,913
Less: Merchandise inventories at end of period 13,820,682 10,503,197
P25,608,800 PR23,504,716

22. Income tax

The deferred tax assets of B693.3 million asatch 31, 2012 and B694.6 million as at
December 31, 2011 represent the tax effects oheeéfbenefit liability, mark-to-market loss on

investments, unrealized foreign exchange lossesnartized past service cost, NOLCO, accrued

retirement benefits, deferred income on sale dfastate and MCIT.

The deferred tax liabilities of B4,653.2 millios @ March 31, 2012 and B4,508.0 million as at
December 31, 2011 consist of of the tax effectsanfemarks and brand names, capitalized
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interest, unamortized past service cost and defieeefit asset, unrealized gross profit on sale of
real estate, unrealized mark-to-market gain ongtments and unrealized foreign exchange gain.

The disproportionate relationship between inconfereancome tax and the provision for income
tax is due to various factors such as interestrivecalready subjected to final tax, non-deductible
interest expense, equity in net earnings of asws;iand dividend income exempt from tax.

The Group’s consolidated deferred tax assets Baoth 31, 2012 and December 31, 2011 have
been reduced to the extent that part or all ofitferred tax assets may no longer be utilizeden th
future.

23.

Lease Agreements

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

The Parent Company'’s lease agreements with itsitea@e generally granted for a term of one to
twenty-five years. Tenants likewise pay a fixedntihdy rent which is calculated by reference to a
fixed sum per square meter of area leased excefavictenants, which pay either a fixed monthly
rent or a percentage of gross sales, whichevegleh

Upon inception of the lease agreement, tenantsegréred to pay certain amounts of deposits.
Tenants’ deposits amounted to B8,267.3 millionRA®92.4 million as at March 31, 2012 and
December 31, 2011, respectively.

The minimum lease receivables under the noncatbeltgperating leases of the Parent Company
as at March 31, 2012 and December 31, 2011 adlaw$:

March 31, December 31,

2012 2011
(In Thousands)
Within one year B716,471 P661,086
After one year but not more than five years 1,956,838 1,752,399
After five years 1,009,474 202,718
Balance at end of year B3,682,783 B2,616,203

SM Prime and its subsidiaries also lease certaicemof land where some of their malls are
situated or constructed. The terms of the leaséoamperiods ranging from 15 to 50 years,
renewable for the same period under the same tmchsonditions. Rental payments are
generally computed based on a certain percentatle giross rental income or a certain fixed
amount, whichever is higher.
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The minimum lease payables under the noncancekgigleating leases of SM Prime as at March
31, 2012 and December 31, 2011 are as follows:

March 31, December 31,

2012 2011
(In Thousands)
Within one year B509,553 B528,634
After one year but not more than five years 2,298,903 2,261,560
After five years 12,412,271 12,562,693
Balance at end of year B15,220,727 B15,352,887

SVI has finance leases for several computer equipmeluded under “Property and equipment”
account. The leases provide options to SVI tolpase the computer equipment at the end of the
lease terms.

SVI's obligation under finance lease ended on MayZD11. Total lease payments amounted to
R3.6 million in 2011.

24,

Financial Risk Management Objectives and Policies

The Group’s principal financial instruments, oth®ain derivatives, comprise of bank loans, long-
term debt, AFS investments, investments held &aditrg, time deposits and short-term
investments and cash and cash equivalents. Thepugpose of these financial instruments is to
finance the Group’s operations. The Group hasrdih@ncial assets and liabilities such as
receivables and accounts payable and other cuiabiiities, which arise directly from its
operations.

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

The main risks arising from the Group’s financra@truments are interest rate risk, foreign
currency risk, liquidity risk, credit risk and etpuprice risk. The BOD reviews and agrees
policies for managing each of these risks and #reysummarized in the following tables. The
Group’s accounting policies in relation to derivas are set out in Note 3.
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Interest Rate Risk
The following tables set out the carrying amouwtpiaturity, of the Group’s long-term financial liitles that are exposed to interest rate
risk as at March 31, 2012 and December 31, 2011:

March 31, 2012

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

Fixed Rate

Foreign Currency Loans:
US$400 million fixed rate bonds $— $- $- $- $379,243 R16,277,132 (R151,636) B16,125,496
Interest rate — - - — 5.50%
US$500 million fixed rate bonds - - 379,156 - - 16,273,375 (131,436) 16,141,939
Interest rate - - 6.00% - -
US$350 million fixed rate bonds - 245,623 - - - 10,542,139 (41,224) 10,500,915
Interest rate - 6.75% - - -
US$250 million convertible bonds - - - 250,000 - 10,730,000 (211,993) 10,518,007
Interest rate — - - 1.63% -

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

ten-year fixed rate notes B48,990 B2,049,980 B1,242,060 B9,057,400 B4,398,600 16,797,030 (96,739) 16,700,291
Interest rate 5.86%-9.60% 5.86%-6.76% 5.86%-9.60% 5.86%-9.60% 5.86%-9.85%
Five-year and seven-year retail bonds - - 8,400,000 1,000,000 - 9,400,000 (38,838) 9,361,162
Interest rate — - 8.25% 9.10% -
Five-year fixed rate notes - 1,000 1,000 6,697,000 - 6,699,000 (46,997) 6,652,003
Interest rate - 6.16% 6.16% 6.16% -
Five-year and ten-year corporate notes 5,550 5,550 2,978,850 - 1,100,000 4,089,950 (24,682) 4,065,268
Interest rate 8.4% 8.4% 8.4% - 10.11%
Seven-year and ten-year corporate notes 5,000 5,000 5,000 10,000 4,975,000 5,000,000 (41,389) 4,958,611
Interest rate 5.75%-6.63% 5.75%-6.63% 5.75%-6.63% 5.75%-6.63% 5.75%-6.63%
Five-year, seven-year and ten-year corporate
notes 20,000 20,000 20,000 1,105,960 814,040 1,980,000 (15,404) 1,964,596

Interest rate 5.79%-6.65% 5.79%-6.65% 5.79%-6.65% 5.79%-6.65% 5.79%-6.65%
Other bank loans 500 500 2,394,000 3,039,800 2,050,000 7,484,800 (18,691) 7,466,109
Interest rate 8.57% 8.57% 6.91%-8.57% 8.57% 8.71%

Variable Rate

Foreign Currency Loans:
USS$ five-year term loans $- $- $- $270,000 $— 11,588,400 (241,359) 11,347,041
Interest rate — - — LIBOR+margin % -
China Yuan renminbi loans ¥93,738 ¥— ¥57,476 ¥436,068 ¥— 4,001,625 - 4,001,625
Interest rate 6.21%-6.65% 6.21%-6.65% 5.32%-6.65% 5.32%-6.65% -
USS$ bilateral loans $— $— $25,000 $— $— 1,073,000 (9,304) 1,063,696

Interest rate

(Forward)

— LIBOR+margin %
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March 31, 2012

Interest rate

PDST-F+margin®DST-F+margin%PDST-F+margin%PDST-F+margin% -

Below 1 Year 1-2 Years 2-3 Years 3-5 Years Over 5 Years Total Debt Issue CostCarrying Amount
(In Thousands)
Other bank loans $— $- $- $50,000 $- P2,146,000 (R21,319) P2,124,681
Interest rate — — — LIBOR+margin % —
Peso Loans:

Peso loans collateralized with time deposits BGW00 B— 3,000,000 B B— 8,950,000 (12,661) 8,937,339
Interest rate PDST-F+margin% — PDST-F+margin% - -
Five-year, seven-year and ten-year corporate

notes 50,000 50,000 50,000 - - 4,950,000 (28,081) 4,921,919
Interest rate PDST-F+margin®DST-F+margin%PDST-F+margin% - -
Five-year floating rate loan 52,000 52,000 5,046,000 - 5,150,000 (36,980) 5,113,020
Interest rate PDST-F+margin% PDST-F+margin%PDST-F+margin% -
Redeemable preferred shares - Series 2 200,000 - - - - 200,000 77) 199,923
Interest rate PDST-F+margin% - - — -
Corporate notes 300 300 198,800 - - 199,400 (696) 198,704
Interest rate PDST-F+margin®DST-F+margin%PDST-F+margin% - -
Five-year bilateral loans 31,250 - - 500,000 - 531,250 (2,423) 528,827
Interest rate PDST-F+margin% - — PDST-F+margin% -
Other bank loans 10,000 10,000 8,210,000 3,035,000 - 11,265,000 (24,513) 11,240,487

P155,328,101

(P1,195,442)

P154,132,659

December 31, 2011

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

Fixed Rate

Foreign Currency Loans:
US$400 million fixed rate bonds $— $— $- $— $378,649 P16,599,952 (P160,739) B16,439,213
Interest rate - - - - 5.50%
US$500 million fixed rate bonds - - 379,156 - - 16,622,199 (146,602) 16,475,597
Interest rate — - 6.00% — -
US$350 million fixed rate bonds - 245,623 - - - 10,768,112 (49,831) 10,718,281
Interest rate - 6.75% - - -

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

ten-year fixed rate notes B990 B2,000,990 B990 B9,194,060 B800,000 11,997,030 (67,129) 11,929,901

Interest rate 9.60% 6.76% 9.60% 7.73%-9.60% 9.85%
Five-year and seven-year retail bonds - - 8,400,000 1,000,000 - 9,400,000 (47,421) 9,352,579
Interest rate - - 8.25% 9.10% -
Five-year fixed rate notes - - - 6,700,000 - 6,700,000 (49,708) 6,650,292
Interest rate — - - 6.16% -

(Forward)
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December 31, 2011

Below 1 Year 1-2 Years 2-3 Years 3-5 Years Over 5 Years Total Debt Issue CostCarrying Amount
(In Thousands)
Five-year and ten-year corporate notes 5,550 - 5,550 2,978,850 1,100,000 4,089,950 (23,804) 4,066,146

Interest rate 8.4% — 8.4% 8.4% 10.11%

Seven-year and ten-year corporate notes - - - - 5,000,000 5,000,000 (42,578) 4,957,422
Interest rate — - - — 5.75%-6.63%
Five-year, seven-year and ten-year corporate
notes 20,000 20,000 20,000 1,105,960 814,040 1,980,000 (16,074) 1,963,926
Interest rate 5.79%-6.65% - 5.79%-6.65% 5.79%-6.65% 5.79%-6.65%
Other bank loans 500 500 - 4,236,000 3,250,000 7,487,000 (19,660) 7,467,340
Interest rate 8.57% 8.57% - 7%-8.57% 6.71%-9.75%
Variable Rate
Foreign Currency Loans:
US$ five-year term loans $— $— $— $145,000 $- 6,356,800 (255,267) 6,101,533
Interest rate — - — LIBOR+margin % -
China Yuan renminbi loans ¥40,000 ¥— ¥501,382 ¥60,900 ¥— 4,176,648 - 4,176,648
Interest rate 5.32%-6.65% — 5.32%-6.65% 5.32%-6.65% -
US$ bilateral loans $— $- $25,000 $— $— 1,096,000 (11,071) 1,084,929
Interest rate — — LIBOR+margin % — —
US$300 million convertible bonds 23,446 - - - - 979,645 (8,256) 971,389
Interest rate 6.65% - - — -
Other bank loans $- $20,000 $- $50,000 $- P3,068,800 (P38,021) P3,030,779
Interest rate — LIBOR+margin % — LIBOR+margin % -
Peso Loans:
Peso loans collateralized with time deposits BGW0 = = B3,000,000 = 8,950,000 (15,070) 8,934,930
Interest rate PDST-F+margin% - — PDST-F+margin% -
Five-year, seven-year and ten-year corporate
notes 50,000 50,000 50,000 4,800,000 - 4,950,000 (29,755) 4,920,245
Interest rate PDST-F+margin% — PDST-F+margin%PDST-F+margin% -
Five-year floating rate loan 50,000 - 50,000 100,000 4,800,000 5,000,000 (37,587) 4,962,413
Interest rate PDST-F+margin% — PDST-F+margin%PDST-F+margin%PDST-F+margin%
Redeemable preferred shares - Series 2 200,000 - - - - 200,000 (131) 199,869
Interest rate PDST-F+margin% - - — -
Corporate notes 300 - 300 198,800 - 199,400 (653) 198,747
Interest rate PDST-F+margin% — PDST-F+margin%PDST-F+margin% -
Five-year bilateral loans 46,875 - - - 500,000 546,875 (2,584) 544,291
Interest rate PDST-F+margin% - - — PDST-F+margin%
Other bank loans 10,000 - 5,010,000 6,245,000 - 11,265,000 (26,490) 11,238,510
Interest rate PDST-F+margin% — PDST-F+margin%PDST-F+margin% —
P137,433,411 (P1,048,431) P136,384,980
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Fixed rate financial instruments are subject tovalue interest rate risk while floating rate
financial instruments are subject to cash flowriggéerate risk.

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

The Group’s policy is to manage its interest caatg a mix of fixed and variable rate debts. The
Group’s guideline is to keep between 50% to 60%sdborrowings at fixed interest rates. To
manage this mix in a cost-efficient manner, theuprenters into interest rate swaps, in which the
Group agrees to exchange, at specified intervadsdifference between fixed and variable rate
interest amounts calculated by reference to aredgupon notional amount. These swaps
economically hedge the underlying debt obligatioAs.at March 31, 2012 and December 31,
2011, after taking into account the effect of inrate swaps, approximately 56% of the Group’s
borrowings are kept at a fixed rate of intereshsidering market conditions.

Foreign Currency Risk

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

The Group’s foreign currency-denominated monetasgts and liabilities amounted to B68,337.2
million (US$1,592.2 million) and B72,521.9 milligpS$1,689.7 million), respectively, as at
March 31, 2012 and B54,978.9 million (US$1,254illion) and B59,880.2 (US$1,365.9 million),
respectively, as at December 31, 2011.

As at March 31, 2012 and December 31, 2011, apmabely 43.1% and 36.4%, respectively, of
the Group’s total consolidated bank loans and lemgr debt were denominated in US Dollars.
Thus, appreciation of the Philippine peso agaimstiS Dollar will decrease both the principal
amount of the foreign currency-denominated debtiatstest expense on the Group’s debt in
Philippine peso terms.

In translating the foreign currency-denominated atary assets and liabilities to peso amounts,
the exchange rate used were R42.92 to US$1.0B48184 to US$1.00, the Philippine peso to
U.S. dollar exchange rates as of March 31, 2012mmémber 31, 2011, respectively.

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

The Group seeks to manage its liquidity profildéoable to finance capital expenditures and
service maturing debts. To cover its financinguiregments, the Group intends to use internally
generated funds and proceeds from debt and egsitg$ and sales of certain assets.

As part of its liquidity risk management prograime Group regularly evaluates its projected and
actual cash flow information and continuously aseesonditions in the financial markets for
opportunities to pursue fund-raising initiativeéEhese initiatives may include bank loans, export
credit agency-guaranteed facilities and debt cbaitd equity market issues.
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The Group'’s financial assets, which have maturitidess than 12 months and used to meet its
short-term liquidity needs, include cash and caghvalents, current portion of time deposits and

short-term investments, investments held for trg@nd current portion of AFS investments-
bonds and corporate notes amounting to B37,34ilidnrmE860.6 million, B451.3 million
and B1,000.0 million, respectively, as at MarchZ112 and B56,050.3 million, B879.4 million,

R457.5 million and B1,000.0 million, respectivedlg at December 31, 2011 (see Notes 5, 6 and 7).

The Group also has readily available credit faciith banks and affiliates to meet its long-term

financial liabilities.

The tables below summarize the maturity profiléhef Group’s financial liabilities as at March
31, 2012 and December 31, 2011 based on the cardtamdiscounted payments:

March 31, 2012

More than
On Demand Lessthan 1 Year 2to5 Years 5 Years Total
(In Thousands)
Bank loans B— B12,797,900 B— B- B12,797,900
Accounts payable and other

current liabilities* - 34,625,222 - - 34,625,222
Long-term debt (including

current portion) - 9,475,694 135,650,299 39,824,182 184,950,175
Derivative liabilities:**

Interest rate swaps - - 268,633 - 268,633
Dividends payable - 25,393 - - 25,393
Tenants’ deposits — 375,991 16,098,423 — 16,474,414

B— B57,300,200 P152,017,355 36,824,182 B2497B7
December 31, 2011
More than
On Demand Less than 1 Year 2to5 Years 5 Years Total
(In Thousands)
Bank loans B— B25,947,425 B— B— B25,947,425
Accounts payable and other

current liabilities* - 43,323,757 - - 43,323,757
Long-term debt (including

current portion) - 10,010,330 120,904,570 36,025,06 166,940,966
Derivative liabilities:**

Non-deliverable forwards - - 43,842 - 43,842

Interest rate swaps - - 237,980 - 237,980

Multiple derivatives

on convertible bonds - 80,380 - — 80,380
Dividends payable - 25,696 - - 25,696
Tenants’ deposits — 290,923 13,459,693 — 13,750,616

B— B79,678,511 B134,646,085 B36,026,066 BRG6R2

* Excluding payable to government agencies of P858illion and B1,462.2 million as at March 31,20and December 31, 2011,
respectively, the amounts of which are not considas financial liabilities.
**Based on estimated future cash flows.

Credit Risk

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



-60 -

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

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

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

As at March 31, 2012 and December 31, 2011, tlanfiml assets, except for certain receivables
and AFS investments, are generally viewed by manageas good and collectible considering
the credit history of the counterparties. Pastahienpaired financial assets are very minimal in
relation to the Group’s total financial assets.

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

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

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

As at March 31, 2012 and December 31, 2011, thditaralyses of the Group’s financial assets
that are neither past due nor impaired are asvsllo

March 31, 2012
High Quality Standard Quality Total
(In Thousands)

Cash and cash equivalents

(excluding cash on hand) B36,452,175 P— B36,452,175
Time deposits and shaerm investmen

(including noncurrent portion) 47,878,632 - 47,878,632
Investments held for trading -

Bonds 451,295 - 451,295
AFS investments 15,989,664 4,743 15,994,407

Receivables - net (including noncurrent

portion of receivables from real

estate buyers) 21,769,438 3,799,106 25,568,544
Advances and other receivables - net

(included under “Other current

assets” account in the consolidated

balance sheet) 7,594,265 - 7,594,265
Receivable from a related party (incluc

under “Other noncurrent assets”

account in the consolidated balance

sheet) 6,000,000 - 6,000,000

(Forward)
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March 31, 2012

High Quality Standard Quality Total
(In Thousands)
Treasury bonds (included under “Other
current and noncurrent assets”
account in the consolidated balance
sheet) B200,000 B— B200,000
Long-term notes (included under “Other
noncurrent assets” account in the
consolidated balance sheet) 506,724 - 506,724
Derivative assets 104,720 - 104,720
P136,946,913 P3,803,849 P140,750,762

December 31, 2011

High Quality Standard Quality Total
(In Thousands)
Cash and cash equivalents

(excluding cash on hand) B54,991,002 B— B54)091,
Time deposits and shaierm investmen

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

Bonds 457,496 - 457,496
AFS investments 13,930,761 4,633 13,935,394
Receivables - net (including noncurrent

portion of receivables from real

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

(included under “Other current

assets” account in the consolidated

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

under “Other noncurrent assets”

account in the consolidated balance

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

current and noncurrent assets”

account in the consolidated balance

sheet) B200,000 B— B200,000
Long-term notes (included under “Other

noncurrent assets” account in the

consolidated balance sheet) 506,724 - 506,724
Derivative assets 159,461 - 159,461

R139,785,878 P3,878,379 B143,664,257

Equity Price Risk

Management monitors the mix of debt and equity stesl in its investment portfolio based on
market expectations. Material investments withie portfolio are managed on an individual basis
and all buy and sell decisions are approved byvtheagement.

The Group’s exposure to equity price pertainsganvestments in quoted equity shares which are
classified as AFS investments in the consolidatddrize sheets. Equity price risk arises from the
changes in the levels of equity indices and thaevaf individual stocks traded in the stock
exchange. The Group has no equity risk exposustamks that are not traded.

As a policy, management monitors the equity sdesrinh its investment portfolio based on
market expectations. Material equity investmerithiwthe portfolio are managed on an
individual basis and all buy and sell decisionsagrproved by management.
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Capital Management
Capital includes equity attributable to the owrarthe Parent.

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

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

The Group monitors its capital gearing by measutiiregratio of net interest-bearing debt divided
by total capital plus net interest-bearing debt iaterest-bearing debt divided by total capitalsplu
interest-bearing debt. Net interest-bearing deditides all short-term and long-term debt,
reduced by related pledged time deposits, netsif aad cash equivalents, time deposits and
short-term investments, investments in bonds haltrdding, AFS investments (redeemable
preferred shares and bonds and corporate notesdrapderm notes included under “Other
noncurrent assets” account, while interest-beateig includes all short-term and long-term debt,
reduced by related pledged time deposits. The @sauideline is to keep the gearing ratio at not
lower than 50:50. The Group’s ratio of net intéif@saring debt to total capital plus net interest-
bearing debt was 31:69 and 28:72 as at March 3P 86d December 31, 2011, respectively,
while the ratio of interest-bearing debt to tot@pital plus interest-bearing debt were 50:50 and
51:49 as at March 31, 2012 and December 31, 2@%fectively.

As at March 31, 2012 and December 31, 2011, the@saatio of net interest-bearing debt to
total capital plus net interest-bearing debt atio 1@t interest-bearing debt to total capital plus
interest-bearing debt were as follows:

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

March 31, December 31,

2012 2011
(In Thousands)

Bank loans B12,766,960 B25,747,920
Current portion of long-term debt 7,008,056 7,920,961
Long-term debt - net of current portion and pledged

time deposits 147,124,603 107,640,019
Less cash and cash equivalents, time deposits

(net of pledged) and short-term investments,

investments in held for trading bonds, AFS

investments (bonds and corporate notes and

redeemable preferred shares) and long-term

notes included under “Other noncurrent assets”

account (91,833,822) (81,327,623)
Total net interest-bearing debt (a) 75,065,797 59,981,277

Total equity attributable to owners of the Parent 166,195,300 157,666,331
Total net interest-bearing debt and equity
attributable to owners of the Parent (b) P241,261,097 B217,647,608

Gearing ratio (a/b) 31% 28%
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Interest-bearing Debt to Total Capital plus Intelssaring Debt

March 31, December 31,

2012 2011
(In Thousands)
Bank loans B12,766,960 B25,747,920
Current portion of long-term debt 7,008,056 7,920,961
Long-term debt - net of current portion and pledged
time deposits 147,124,603 107,640,019
Total interest-bearing debt (a) 166,899,619 141,308,900

Total equity attributable to owners of the Parent 166,195,300 157,666,331
Total interest-bearing debt and equity attributable
to owners of the Parent (b) B333,094,919 PB298,975,231

Gearing ratio (a/b) 50% 47%

25. Financial Instruments

Fair Values
The following table sets forth the carrying valaesl estimated fair values of financial assets and
liabilities, by category and by class, recognizeé@March 31, 2012 and December 31, 2011:

March 31, 2012 December 31, 2011
Carrying Value Fair Value Carrying Value Fair Value
(In Thousands)

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

Bonds B451,295 P451,295 P457,496 B457,496
Derivative assets 104,720 104,720 159,461 159,461
556,015 556,015 616,957 616,957

Loans and receivables:

Cash and cash equivalents 37,346,395 37,346,395 56,050,322 56,050,322
Time deposits and short-term

investments (including noncurrent

portion) 47,878,633 52,321,592 38,295,972 42,325,254
Receivables - net (including noncurrent

portion of receivables from real

estate buyers) 25,778,545 25,778,546 20,504,264 19,517,334
Advances and other receivables - net

(included under “Other current

assets” account in the consolidated

balance sheets) 7,594,265 7,594,265 8,816,370 8,816,370
Receivable from a related party

(included under “Other noncurrent

assets” account in the consolidated

balance sheets) 6,000,000 6,281,893 6,000,000 6,292,484
Long-term notes (included under

“Other noncurrent assets” accoun

the consolidated balance sheets) 506,724 520,237 506,724 523,977

125,104,562 129,842,928 130,173,652 133,525,741

Held-to-Maturity -
Treasury bonds (included under “Other
current assets and other noncurrent
assets” account in the consolidated
balance sheets) 200,000 215,250 200,000 200,750

(Forward)
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March 31, 2012

December 31, 2011

Carrying Value Fair Value Carrying Value Fair Value
AFS Investments:
Shares of stock 9,155,501 B9,155,501 B7,088,955 P7,088,955
Bonds and corporate notes 6,833,596 6,833,596 6,841,109 6,841,109
Club shares 5,310 5,310 5,330 5,330
15,994,407 15,994,407 13,935,394 13,935,394

P141,854,984

P146,608,600

P144,926,003

P148,278,842

Financial Liabilities
Financial Liabilities at FVPL -

Derivative liabilities B— = B237,980 B237,980
Other Financial Liabilities:
Bank loans 12,766,960 12,766,960 25,747,920 25,747,920
Accounts payable and other current
liabilities* 34,625,222 34,625,222 43,323,577 43,323,577
Long-term debt (including current
portion and net of unamortized debt
issue cost) 154,132,659 168,926,413 136,384,980 150,553,342
Dividends payable 25,393 25,393 25,696 25,696
Tenants’ deposits and others 16,369,243 16,412,110 13,713,302 13,718,285
217,919,477 232,756,098 219,195,475 233,368,820
B217,919,477 P232,756,098 PB219,433,455 B233,606,800

* Excluding payable to government agencies of B85%8illion and B1,426.2 million as at March 31,20and December 31, 2011 ,
respectively, the amounts of which are not considéinancial liabilities.

Fair Value Hierarchy

The Group uses the following hierarchy for detetingrand disclosing the fair value of financial

instruments by valuation technique:

Level 1: Quoted prices in active markets for idesitassets or liabilities, except for related
embedded derivatives which are either classifieldeagl 2 or 3 and redeemable preferred shares

categorized as AFS investments under Level 2;

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

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

(unobservable inputs).
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The following tables shows the Group’s financiatimments carried at fair value as at March 31,
2012 and December 31, 2011:

March 31, 2012
Level 1 Level 2 Level 3
(In Thousands)

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

bonds B451,295 =2 =28
Derivative assets — 104,720 —
451,295 104,720 -
AFS investments:
Shares of stocks 9,098,258 - -
Bonds and corporate notes 6,833,596 - -
Club shares 5,310 — —
15,937,164 — -
B16,388,459 B104,720 B-
Financial Liabilities
Financial liabilities at FVPL -
Derivative liabilities B— B268,633 B—

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

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

bonds B457,496 B- B-
Derivative assets - 159,461 —
457,496 159,461 -
AFS investments:
Shares of stocks 7,031,822 - -
Bonds and corporate notes 6,841,109 - -
Club shares 5,330 - -
13,878,261 - -
B14,335,757 B159,461 P—

During the quarter ended March 31, 2012 and thegrded December 31, 2011, there were no
transfers between Level 1 and Level 2 fair valuasneements and no transfers into and out of

Level 3 fair value measurements.

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

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

Derivative Financial Instruments

To address the Group’s exposure to market risktianges in interest rates primarily to long-term
floating rate debt obligations and manage its tpra@ixchange risks, the Group entered into
various derivative transactions such as cross iecyrewaps, interest rate swaps, foreign currency
call options, non-deliverable forwards and foretginrency range options.
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The table below shows information on the Groupteriest rate swaps presented by maturity

profile:

March 31, 2012
<1 Year >1-<2 Years >2-<5 Years
(Amounts in Thousands)
Floating-Fixed
Outstanding notional amount $145,000 $145,000 $145,000
Receive-floating rate 6 months 6 months 6 months

Pay-fixed rate

Outstanding notional amount
Receive-floating rate

Pay-fixed rate

LIBOR+margin%
2.91%-3.28%

$50,000

6 months
LIBOR+margin%

3.18%-3.53%

LIBOR+margin%
2.91%-3.28%

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

LIBOR+margin%
2.91%-3.28%

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

Outstanding notional amount $25,000 $25,000 $-
Receive-floating rate 6 months 6 months
LIBOR+margin% LIBOR+margin%
Pay-fixed rate 4.10% 4.10%
Fixed-Floating
Outstanding notional amount B980,000 B970,000 B960,000
Receive-fixed rate 5.44% 5.44% 5.44%
Pay-floating rate 3MPDST-F 3MPDST-F 3MPDST-F
Outstanding notional amount 980,000 970,000 960,000
Receive-fixed rate 7.36% 7.36% 7.36%
Pay-floating rate 3MPDST-F 3MPDST-F 3MPDST-F
+margin% +margin% +margin%
December 31, 2011
<1 Year >1-<2 Years >2-<5 Years
(Amounts in Thousands)

Floating-Fixed
Outstanding notional amount $145,000 $145,000 S5,
Receive-floating rate 6 months 6 months 6 months

Pay-fixed rate

Outstanding notional amount
Receive-floating rate

Pay-fixed rate

Outstanding notional amount
Receive-floating rate

Pay-fixed rate

Outstanding notional amount
Receive-floating rate

Pay-fixed rate

Fixed-Floating

Outstanding notional amount
Receive-floating rate
Pay-fixed rate

Outstanding notional amount
Receive-fixed rate
Pay-floating rate

LIBOR+margin%
2.91%-3.28%

$50,000

6 months
LIBOR+margin%
3.18%-3.53%

$25,000

6 months
LIBOR+margin%
4.10%

$20,000

6 months
LIBOR+margin%
3.41%

BP980,000
5.44%
3MPDST-F

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

LIBOR+margin%
2.91%-3.28%

$50,000

6 months
LIBOR+margin%
3.18%-3.53%

$25,000

6 months
LIBOR+margin%
4.10%

$20,000

6 months
LIBOR+margin%
3.41%

B970,000

5.44%
3MPDST-F

970,000

7.36%
3MPDST-F
+margin%

LIBOR+margin%
2.91%-3.28%

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

$—

60@00
5.44%
3MPDST-F

960,000
7.36%
3MPDST-F
+margin%
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Options Arising from Investment in Convertible Ban@ihe Parent Company invested in US$
denominated convertible bonds of a public compahighvit classified as AFS investments. The
bonds contain multiple embedded derivatives sudbrasequity call, short call and long put
options which were accounted for as compound diéves Such multiple embedded derivatives
were bifurcated by the Parent Company from the bostls on the respective purchase dates of
the bonds. The net positive fair value of theapdiat inception amounted to B3.7 million. The
long equity call option pertains to the right o tRarent Company to convert the bonds into
common shares of the issuer at the conversion pfiB6€3.7 (B26.9 at present) per share with a
fixed exchange rate of US$1.0 to R40.6 until Jan@4, 2013, subject to cash settlement option
on the part of the issuer. The short call optiertgins to the right of the issuer to early redeem
the bonds on or after February 11, 2010 subjettte@onditions stated in the bond agreement.
On the other hand, the long put option pertairthiéaight of the Parent Company to require the
issuer to redeem the bonds at the 115.6%, thisroptipired on February 11, 2011.

As at March 31, 2012 and December 31, 2011, afitantling embedded derivatives have nil
values.

Options Arising from Convertible Bond$he Parent Company’s convertible bonds contain
multiple embedded derivatives such as short equailtyoption, long call option and short put
option, which are accounted for as compound deviest

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

The Bonds are denominated in U.S. dollar whileciingency of the underlying shares is
denominated in Philippine peso. The contractimigmhave fixed the exchange rate at P48.37 to
US$1. Considering the exposure of the Parent Comphe option was assessed as a short put
option. In addition, the bondholder may require Erarent Company to redeem all or some of the
Bond at 110.79% of the principal amount on March2r8.0.

The Bonds matured on March 19, 2012, therefore Bkech 31, 2012 and December 31, 2011,
the fair value of the options, which is shown amacurrent liability in the consolidated balance
sheets, amounted to nil and B80.4 million, respelgt Net fair value changes recognized by the
Group for the quarters ended March 31, 2012 and 2@iounted to negative B131.5 million and
B3.1 million, respectively, which are reflectedlan“Dividends, management fees, and others”
account in the consolidated statements of income.

Interest Rate Swapdn 2011, SM Prime entered into US$ interest ratapsagreements with
aggregate notional amount of US$145 million. Untleragreements, SM Prime effectively
converts the floating rate U.S. dollar-denomindgegth loan into fixed rate loan with semi-annual
payment intervals up to March 21, 2015 (see Noje A8 at March 31, 2012 and December 31,
2011, the floating to fixed interest rate swapsehaggregate negative fair value of B163.0 million
and B142.0 million, respectively.

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

US$20 million in 2011. Under the agreement, SM Breffectively converts the floating rate
U.S. dollar-denominated five-year bilateral unseduoan into fixed rate loan with semi-annual
payment intervals up to November 30, 2014 (see M®feAs at March 31, 2012 and December
31, 2011, the floating to fixed interest rate swhpge aggregate negative fair value of B18.0
million and B15.0 million, respectively.
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In 2010, SM Prime entered into the following intreate swap agreements:

» A USS$ interest rate swap agreement with nominalwarnof US$30.0 million. Under the
agreement, SM Prime effectively converts the flogitiate U.S. dollar-denominated five-year
bilateral unsecured loan into fixed rate loan vgigmi-annual payment intervals up to
November 30, 2015 (see Note 18). As at March 31220d December 31, 2011, the floating
to fixed interest rate swap has a negative famevaf R45.0 million and B38.0 million,
respectively.

= Two Philippine peso interest rate swap agreemeittsnational amount of B1,000.0 million
each, with amortization of B10.0 million every asemsary. The combined net cash flows of
the two swaps effectively converts the Philippies@denominated five-year inverse floating
rate notes into floating rate notes with quartpdyment intervals up to June 2015
(see Note 18). As at March 31, 2012 and Decembge2(@®L1, these swaps have positive fair
values of B105.0 million and B116.6 million, resjvely.

= A USS$ interest rate swap agreement with notionawarhof US$40.0 million. Under the
agreement, SM Prime effectively converts the flugtiate U.S. dollar-denominated three-year
club loan into fixed rate loan with semi-annual eyt intervals up to October 28, 2012
(see Note 18). On May 9, 2011 and July 28, 20Hlirterest rate swap agreement was
preterminated as a result of the prepayment ofitigerlying loan. Fair value changes from
the preterminated swap recognized in the conseliistatements of income amounted to B4.0
million loss in 2011.

= A USS$ interest rate swap agreement with notionalwarhof US$20.0 million. Under the
agreement, SM Prime effectively converts the flugtiate U.S. dollar-denominated three-year
bilateral unsecured loan into fixed rate loan vggmi-annual payment intervals up to
January 14, 2013 (see Note 18). As at Decembet(@11, the floating to fixed interest rate
swap has a negative fair value of B3.2 milliom January 13, 2012, the interest rate swap
was predetermined as a result of prepayment afrtderlying loan. Fair value changes from
the predetermined swap recognized on the consetidaaitements of income amounted to
R1.0 million loss in 2012.

In 2009, SM Prime entered into US$ interest ratepsagreements with an aggregate notional
amount of US$145.0 million. Under these agreemé&is Prime effectively converts the floating
rate US$30.0 million two-year bilateral loan, USEdfillion three-year term loans and
US$25.0 million five-year bilateral loan into fixedte loans with semi-annual payment intervals
up to November 2011, May 2012 and November 20Epedively (see Note 18). SM Prime
preterminated the US$30.0 million on November 3,®and the US$90.0 million on

May 16, 2011. Fair value changes from the preteateid swap recognized in the consolidated
statements of comprehensive income amounted trRidion loss in 2011 and B6.0 million gain
in 2010. As at March 31, 2012 and December 311 20 outstanding floating to fixed interest
rate swaps have negative fair values of B43.0anithknd B39.8 million, respectively.

In 2009, SM Prime entered into Philippine pesoragerate swap agreement with a notional
amount of B750.0 million. Under these agreenteltPrime effectively converts the floating rate
Philippine peso-denominated four-year bullet tepanlinto fixed rate loan with quarterly
payment intervals up to April 2013 (see Note 18h October 17, 2011, the interest rate swap
was preterminated as a result of the prepaymethieaiinderlying loan.
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In 2008, SM Prime entered into Philippine pesorggeswap agreements with an aggregate
notional amount of B1,000.0 million with repaymeh&5.0 million every anniversary. Under
these agreements, SM Prime effectively swaps xeel fiate Philippine peso-denominated five-
year syndicated fixed rate notes into floating tatéss based on PDST-F plus an agreed margin
with quarterly payment intervals up to June 20E2 (Hote 18). On March 14, 2011, the interest
rate swap was preterminated as a result of theagnegnt of the underlying loan. Fair value
changes from the preterminated swap recognizdteicdansolidated statements of income
amounted to R27.0 million loss in 2011.

26.

EPS Computation

March 31, March 31,
2012 2011

(In Thousands, Except for Per Share Data)

Net Income Attributable to Common Owners of the Paent
Net income attributable to common owners of theeRiefior
basic earnings (a) P6,041,725 P5,368,038

Weighted Average Number of Common Shares Outstand
Weighted average number of common shares outstafwlithe
period (b) 613,209 611,983

Basic EPS (a/b) £9.85 £8.77

27.

Reclassification

The comparative information has been reclassifieshtthe financial statements previously
presented to conform to the presentation of thenfifal statements for the period ended
December 31, 2011.

28.

Other Matters

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

Previously, in 1984, certain minority stockholdef®kesort Hotel Corp. (RHC), the previous
owner of the former Baguio Pines Hotel propertied the Lodge, filed with the Regional Trial
Court (RTC) of Makati a derivative suit against thBP questioning the foreclosure by the DBP
of the mortgages of these properties. The Paremtp@ny was impleaded as a party defendant in
1995. The RTC of Makati voided the foreclosurehtxy DBP on the mortgaged properties and
declared the Parent Company a buyer in bad faith.

The DBP and the Parent Company have appealed t@ésHREcision to the Court of Appeals.
On May 25, 2007, the Court of Appeals issued asimticompletely reversing and setting aside
the February 13, 2004 decision of the RTC Makadi, @onsequently, dismissing the said RTC
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case. The appellees (certain non-controlling stolktlers of RHC) filed a Motion for
Reconsideration with the Court of Appeals and onéyiaber 9, 2007, the Court of Appeals
issued a resolution denying the appellees’ MotmrReconsideration. The appellees filed a
Petition for Review on Certiorari before the Supee@ourt appealing the decision of the Court of
Appeals reversing the said decision of the RTC Nlakan December 23, 2009, the Supreme
Court rendered a decision decreeing, among ottietsthe foreclosures of the mortgaged Baguio
Pines Hotel and Taal Vista Lodge properties wetievand on October 24, 2010, the Supreme
Court issued a Resolution denying petitioners é&xemon-controlling stockholders of RHC)
Motion for Reconsideration of the Resolution datede 21, 2010 denying with finality the
separate Motion for Partial Reconsideration filgdPetitioner and DBP since it was treated as a
second Motion for Reconsideration, a prohibitecagleg under the Rules of Court.
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PART 1 FINANCIAL INFORMATION

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

Operations
Consolidated Results of Operations

For the Three Months Ended March 31, 2012 and 2011
(Amountsin Billions Pesos)

Three Months Ended
%

Accounts 03/31/2012] 03/31/2011] Change
Revenue P 497 P 427 16.2%
Cost and Expenses 39.1 33.4 17.0%
Income from Operations P 10.6 P 913 13.1%
Other Income (Charges) (0.9 (1.0) (17.8%)
Provision for Income Tax 1.6 11 41.8%
Non-controlling Interest 2.1 1.8 14.6%
Net Income Attributable to Equity
Holders of the Parent P 6.0 P 54 12.6%

For the first quarter ended March 31, 2012, SM $twvents Corporation (SMIC) posted a
consolidated net income of P6.0 billion, a growtti®.6% over P5.4 billion in the same period in
2011. Consolidated revenues grew by 16.2% to Ra#ibigh, as against last year's P42.7 billion.

Income from operations increased by 13.1% to Piillibn compared to P9.3 billion of the same
period last year. Operating income margin and plefit margin is at 21.4% and 12.2%,
respectively.

The total merchandise sales of SM Department St@bbk Supermarkets, SaveMore, and SM
Hypermarkets (Retail Group) grew by 12.2% in 201&ny due to the opening of the following
new stores from April 01, 2011 to March 31, 2012:

SM Department Stores | SM Supermarkets/ SM Hypermarkets
SaveMore Stores
1 | SM City Masinag SM City Masinag Mandaue, Cebu*
2 | SM City Olongapo Mega Mall A JMall, Mandaue, Cebu
3 |- Olongapo Imus*
4 SaveMore Bayambang Sucat-Lopez
5 |- SaveMore Malhacan Marketmall
6 |- SaveMore Kauswagan*  Alabang Zapote Road*
7 |- SaveMore Araneta East Service Road*
8 SaveMore Sta. Ana -
9 SaveMore Apalit -
10 SaveMore Sta. Maria -
11 SaveMore Binan -
12 SaveMore Tuguegarao -




-72 -

SM Department Stores | SM Supermarkets/ SM Hypermarkets
SaveMore Stores
13| - SaveMore Halang -
14 | - SaveMore Shoe Ave. -
15 - SaveMore Balibago -
16| - SaveMore Canduman -
17| - SaveMore Maguikay -
18| - SaveMore Pedro Gil -
19| - SaveMore Iba Zambales -
20| - SaveMore Kanlaon -
21| - SaveMore lligan -
22 | - SaveMore A. Avenue -
23| - SaveMore Laoag -
24 | - SaveMore Salitran -
25| - SaveMore Blumentritt -
26 SaveMore LGZ Silver -
i Screen

27 | - SaveMore Basak -
28| - SaveMore Nova Plaza -
29| - SaveMore Bangkal -
30| - SaveMore Sorsogon -

* These were formerly Makro stores which were condartto Hypermarket/SaveMore stores

Of the P34.4 billion and P31.0 billion merchandssdes for the quarter ended March 2012 and
2011, respectively, the non-food group (SM Depanimé&tores) and food group (SM
Supermarkets and Savemore and SM HypermarketdingliMakro in 2011) contributed 41.1%
and 58.9%, respectively in 2012 and 39.3% and 60r&&pectively in 2011.

As of March 31, 2012, SM Investments’ retail sulzsigds have 176 stores. These consist of 42
department stores, 33 supermarkets, 69 SaveMarssiad 32 hypermarkets.

Real estate sales for the first quarter ended Maig2012 grew by 63.6% to P5.8 billion from
P3.5 billion. These largely came from the realatstsale of SM’'s residential arm, SM
Development Corporation (SMDC) and the condominprajects of Costa del Hamilo (Hamilo),
SM’s tourism vehicle, which is developing the Pa® Loro Cove project in Nasugbu Batangas.
This significant increase is primarily driven byetbigger sales volumes and higher incremental
completion rates of ongoing projects. The susthisteong interest of humerous homebuyers in
SMDC'’s various residential condominium projects waatched by a fresh supply of attractive
projects launched last year namely Green Residerlorg Taft Avenue, Shell Residences in Mall
of Asia Complex, M Place @ Ortigas in Pasig, andzidell Residences in Sta. Mesa. For the
guarter ended March 31, 2012, SMDC pre-sold 3,@8#tlential units, 51% more than last year’s
first quarter volume.

As of March 31, 2012, SMDC has a total of 17 resiidé projects, 15 residential projects under
its SM Residences brand and two projects undéf idace brand.

The other ongoing projects of SMDC are the follayviGGrass Residences beside SM City North
Edsa; Sea Residences near the Mall of Asia Conipl€asay City; Field Residences in Sucat,
Paranaque; Princeton Residences along Aurora Bandlém Quezon City; Jazz Residences near
Jupiter Road in Makati City; Sun Residences rigbsitle the Mabuhay (formerly Welcome)
Rotunda near Quezon Avenue; Light Residences neare® Street in Mandaluyong; Wind
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Residences along the Emilio Aguinaldo Highway ingd@ay City; Blue Residences, which is
located at Loyola Heights in Quezon City and M Bla@ South Triangle in Panay Avenue,
Quezon City. Currently, SMDC has four fully comglétprojects namely Mezza Residences, a 38-
storey four-tower high rise condominium across Sty Gta. Mesa, Quezon City; Chateau Elysee,
a mid-rise condominium project in Parafiaque Citgrikley Residences in Katipunan Road,
Quezon City; and Lindenwood Residences, a resalentbdivision in Muntinlupa City.

Further contributions to the real estate sales weogided by the sale of condominium units and
club shares in Pico de Loro. Costa Del Hamilo’'sdmminium projects at Pico de Loro, namely,
Jacana and Myna condominium projects were compla@tiedanuary 2010 and June 2010,
respectively. The completed condominium units wearaed over to the buyers starting from the
construction completion date. Meanwhile, the peiag®m of construction completion for the

Miranda and Carola condominium projects, which wateched in late 2008, are 99% and 94%
respectively. The beach and country club is fupgmtional starting June 2010.

Rent revenue for the first quarter ended March2®12, derived mainly from the mall operations
of SM Prime Holdings, Inc. (SM Prime), increased1iy2% to P5.4 billion in 2012 from P4.9

billion in the same period last year. SM Primehis country’s leading shopping mall developer
and operator which owns 42 malls in the Philippiaed four malls in China. The increase in rent
revenues is largely due to rentals from new SM 8uphs which opened in 2010 and 2011
namely, SM City Tarlac, SM City San Pablo, SM Gitglamba and SM City Novaliches and SM
City Masinag. The new malls added 380,000 squatens (sgm) to SM Prime’s total gross floor
area. Excluding the new malls and expansions, saone rental growth is at 8%.

The four malls in China contributed P0.6 billion2612 and P0.4 billion in 2011, or 11.3% and
9.3%, respectively, of SMIC’s consolidated rentalenue. The rental revenue of these four malls
in China increased by 35.9% for the quarter endacchM31, 2012 compared to the same period in
2011 largely due to improvements in the averageimaecy rate, lease renewals and the opening
of the SM Xiamen Lifestyle and SM Suzhou which atldé32,000 sgm of gross floor area.
Average occupancy rate for the four malls is no@6G#b.

For the first quarter ended March 31, 2012 and 26ihkma ticket sales and amusement revenues
increased by P0.2 billion or 23.7% to P1.0 billidme to more blockbuster movies and roll-out
cinema turnstile system which made the cinema vigwexperience more convenient for
customers and has led to increase in foot traflenusement revenues is mainly composed of
income from bowling and ice skating operationsudolg the SM Science Discovery Center and
the SM Storyland.

Equity in net earnings of associates increasedlb4f2 to P1.7 billion in 2012 from P1.4 billion in
2011, primarily due to the increase in the net inecof BDO which is attributed to the robust
growth in low-cost deposits leading to a 10% inseei total deposits, 17% growth in non-interest
income and 18% growth in recurring fee-based serwicome. BDO continues to derive bulk of
its operating income from core lending and deptaditng business and fee-based service and
treasury activities.

Dividend, management fees and other revenues sedehy 13.9% to P1.1 billion for the first
guarter ended March 31, 2012 from P1.0 billionhe same period last year. Other revenues
comprised mainly of commission from bills paymemgpaid cards, show tickets, service income,
and gain on sale of available-for-sale investments fair value changes on investments held for
trading and derivatives. The increase in dividemasnagement fees and other revenues resulted
mainly from the gain recognized in 2012 for the falue changes of the embedded derivatives
related to the US$300 million convertible bondSMIC.
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Total cost and expenses increased by 17.0% to B@bah for the first quarter ended March 31,
2012 from P33.4 billion in the same period lastrydReal estate cost of sales and others increased
by 80.4% to P3.6 billion in 2012 from P2.0 billien2011 primarily brought about by increase in
real estate sales. Selling, general and admitiisgtraxpenses increased by 24.9% to P9.8 billion
for the first quarter ended March 31, 2012 from9Fiillion in the same period last year mainly
due to the additional operating expenses associaidd mall expansions and new malls,
department stores, supermarkets, savemore andnggets and store renovations and current
real estate projects.

Net other charges of P0.9 billion for the first gjea ended March 31, 2012 decreased by PO.1
billion or 17.8% from net other charges of P1.0idnil in the same period last year mainly due to

higher net interest income attributable mainly ighler average balance of temporary investments
in the first quarter of 2012 compared with the sg®eod last year and foreign exchange gains.

Provision for income tax increased by 41.8% to Rillléon for the first quarter ended March 31,
2012 from P1.1 billion in the same period last ydiae mainly to the increase in taxable income.

Non-controlling interest increased by 14.6% to Rdllon for the first quarter ended March 31,
2012 compared to P1.8 billion for the same perin@011 due to increase in the net income of
certain subsidiaries.

Financial Position
(amountsin billion pesos)

03/31/2012 12/31/2011 %
Accounts (Unaudited) (Audited) Change

Current assets P 86. P 101.3 -14.8%
Noncurrent assets 373. 347.8 7.3%
Total assets P 459.3 P 4491 2.3%
Current liabilities P 57.3 P 798 -28.2%
Noncurrent Liabilities 168.5 147.0 14.6%
Total Liabilities 225.8 226.8 -0.4%
Equity 233.5 222.3 5.0%
Total Liabilities and

Equity P 459.3 P 449.1 2.3%

Consolidated total assets as of March 31, 2012 ataduto P459.3 billion, an increase by 2.3%
from P449.1 billion as of December 31, 2011. Oea tither hand, consolidated total liabilities
slightly decreased by 0.4% to P225.8 billion asMafrch 31, 2012 from P226.8 billion as of
December 31, 2011.

Consolidated current assets decreased by 14.8%6t@ Billion as of March 31, 2012 from P101.3
billion as of December 31, 2011. Cash and caslivalgnts decreased by 33.4% to P37.3 billion
as of March 31, 2012 from P56.1 billion as of Deben31, 2011, mainly due to payments of trade
payables, bank loans, investments and capital eipees. Other current assets decreased by 4.2%
to P16.5 billion as of March 31, 2012 from P17.Ridn as of December 31, 2011. These were
partially offset by the increase in receivables3By7% to P15.7 billion as of March 31, 2012 from
P11.8 billion as of December 31, 2011 mainly du¢h®increase in current portion of receivable
from real estate buyers and increase in merchandisatories of the retail group by 2.9% to P13.8
billion as of March 31, 2012 from P13.4 billion@sDecember 31, 2011.
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Consolidated noncurrent assets amounted to P3#ob las of March 31, 2012, a growth of 7.3%
from P347.8 billion as of December 31, 2011 dueniged increase in investment in time deposits
by 25.7% to P47.0 billion as of March 31, 2012 fré¥&7.4 billion as of December 31, 2011;
increase in available-for-sale investments by 16t0%14.4 billion from P12.4 billion resulting
from increase in the market prices of investmemistease in investment in shares of stocks by
8.4% to P95.8 billion from P88.4 billion resultifigpm increase in equity in banks and additional
investment in certain associates; increase in athercurrent assets by 5.6% to P25.4 billion from
P24.1 billion arising mainly from the increase imnrcurrent receivables from real estate buyers;
and increase in investment properties by 3.7% adaperty and equipment by 1.1%.

Total consolidated current liabilities decreased2By2% to P57.3 billion as of March 31, 2012

from P79.8 billion as of December 31, 2011. Baydnk decreased by 50.4% to P12.8 billion from
P25.7 billion and accounts payable and other ctitiailities decreased by 20.7% to P35.5 billion

from P44.7 billion due mainly to settlement of lsaand trade payables. Current portion of long-
term debt decreased by 11.5% to P7.0 billion frah®®illion due mainly to matured loans. These
were partially offset by the increase in income payable by 51.1% to P2.0 billion from P1.3

billion due mainly to increase in taxable incomedi2.

Total Noncurrent Liabilities increased by 14.6% R&68.5 billion as of March 31, 2012 from
P147.0 billion as of December 31, 2011 due maimtghe 14.5% increase in long-term debt - net of
current portion to P147.1 billion as of March 3@12 from P128.5 billion as of December 31, 2011
resulting from new loan availments (see note 1#¢ounaudited consolidated financial statements
for further discussion regarding long-term debt)d ancrease in tenants’ deposits and others by
19.4% to P16.4 billion as of March 31, 2012 fronB8H1billion as of December 31, 2011 due
mainly to new malls and new condominium projedtte real estate group.

Total equity amounted to P233.5 billion as of Magh 2012, while total Equity attributable to
equity holders of the parent amounted to P1661bhil Unrealized mark-to-market gain on AFS
investments increased by 25.1% to P8.8 billion fi®f0 billion mainly due to the increase in the
market value of AFS investments of subsidiaries asgbciates. Non-controlling interest increased
by 4.2% to P67.3 billion from P64.6 billion maintiye to the increase in the net assets of certain
subsidiaries. The 11.9% or P0.05 billion decreasmimulative translation adjustment is related to
the translation of the financial accounts of SM r@himalls from China Yuan Renminbi to
Philippine Peso. See Note 19 to the audited catatel financial statements for further discussion
regarding Equity.

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

There are no known trends, events, material charggssonal aspects or uncertainties that are
expected to affect the company’s continuing opensti
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2012 and 2011 and for the year ended Decembei031; 2

03/31/2012 | 12/31/2011
Accounts (Three months) (One Year)
Current Ratio 1.51:1.00 1.27 . 1.00
Debt-equity Ratios:
On Gross Basis 50% : 50% 51% : 49%
On Net Basis 31% : 69% 28% : 72%
03/31/2012 | 03/31/2011
Accounts (Three months) | (Three months)
Revenue Growth 16.2% 9.7%
Net Income to Revenue 12.2% 12.6%
Net Income Growth 12.6% 12.7%
Return on Equity 14.0% 14.0%
EBITDA (In Billions of Pesos) P12.5B P11.1B

The current ratio increased to 1.51:1.00 from L2 mainly due to the higher decrease in
current liabilities by 28.2% as compared to de@eagurrent assets of only 14.8%.

The debt-equity ratio on gross basis improved 8&50% in 2012 from 51%:49% due mainly to
payment of bank loans. On net basis, the debtyecatib increased to 31%:69% from 28%:72%
due mainly to the decrease in cash and cash equotgadrising from payment of trade payables,
investments and capital expenditures.

In terms of profitability, revenue growth increagedl6.2% in 2012 from 9.8% in 2011 mainly
due to higher growth of retail and real estatessai@gnema ticket sales and amusement and equity
in net earnings in March 2012 as compared to samecgin 2011.

Net income to revenue slightly decreased to 122 f12.6% while return on equity remained at
14.0% in both periods.

EBITDA improved by P1.4 billion from P11.1 billian March 2011 to P12.5 billion in March
2012 due mainly to the continued growth in reveraresother income.
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The manner by which the Company calculates theytong indicators is as follows:

1. Current Ratio Current Assets
Current Liabilities

2. Debt-Equity Ratio
a. Gross Basis Total Interest Bearing Debt less Plgtigee deposits
Total Equity Attributable to Equity Holders of tiRarent) + Total
Interest Bearing Debt less Pledged time deposits

b. Net Basis Total Interest Bearing Debt less cash aash equivalents, time
deposits, investment in bonds held for trading sald
Total Equity Attributable to Equity Holders of thHearent) + Total
Interest Bearing Debt less cash and cash equigalémte deposits and
investments in bonds held for trading and availéMesale

3. Return on Equity Net Income Attributable to Equitglders of the Parent
Average Equity Attributable to Equity Holders bEtParent

4. Net Income to Revenue Net Income Attributable toifygHolders of the Parent
Total Revenue

5. Revenue Growth Total Revenues (Current Period) -
Total Revenues (Prior Period)

6. Net Income Growth Net Income Attributable to Equitglders of Parent (Current Period) - 1
Net Income Attributable to Equity Holders of Paréprior Period)

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

In 2012, SM Prime is set to launch SM City Lanandavao City, SM City General Santos in

South Cotabato, SM City Consolacion in Cebu, SMy @an Fernando in Pampanga and SM
Chongging in China. By year-end, SM Prime will Ba46 malls in the Philippines and five in

China with an estimated combined gross floor aféa3million square meters.

Retail expansion plans for the rest of 2012 incltite opening of five department stores, six
supermarkets, 21 SaveMore branches and three hgperts.

For the rest of 2012, SMDC will launch five morenneesidential condominium projects in Metro
Manila. In addition, it shall continue to searohn ¥iable locations in key cities in Metro Manila i
response to the increasing demands for residen&DC shall be open to tapping various
sources of financing to support its operationaldsda real estate development.

The residential cluster of Miranda of Costa del Hamwas completed in October 2011. The target
completion of the Carola cluster is by June 2014thWhe completion of the residential
condominium clusters, plans for a new project isdpéinalized within the year.

SM Hotels is currently developing Park Inn by Radis Davao, which will be the very first “Park
Inn by Radisson” in the Asia Pacific region. Theklnn brand is one of the hotel brands under
Carlson and is the largest mid-market brand foelsainder development in Europe. Park Inn by
Radisson Davao hotel project is approximately ar2@n hotel located in Lanang, Davao City.
The hotel is scheduled to open in the first quart&2013.

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

The Company has no known direct or contingent fir@nobligation that is material to the

Company, including any default or acceleration of abligation. There were no contingent
liabilities or assets in the Company’s balance sheéEhe Company has no off-balance sheet
transactions, arrangements, obligations duringeherting year as of balance sheet date.

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

Item 3. Aging of Accounts Receivable — Trade

SM Investments Corporation and Subsidiaries
Aging of Accounts Receivable - Trade

As of March 31, 2012

(Amounts in Thousands)

Receivable from Tenants

Third-party tenants P 2,530,607
Related-party tenants 1,287,478
Receivables from Real Estate Buyers & others
- net of non current portion 5,889,044
Total P 9,707,129
Aging:
Neither past due nor impaired P 9,485,436
31-90 days 63,301
91-120 days 21,302
Over 120 days 125,398
Impaired 11,692
Total P 9,707,129
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PART II - SIGNATURE

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

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

Registrant: SM INVESTMENTS CORPORATION

S . Foky K. oo Da 12
MA. RUBY LL. CANO

Senior Vice President — Controller

Alternate Corporate Information Officer




