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PART | FINANCIAL INFORMATION

Item 1. Interim Condensed Consolidated Financial tAtements

SMINVESTMENTSCORPORATION ANDSUBSIDIARIES

Interim Condensed Consolidated Financial Statements

As at June 30, 2017

and for the Six-Month Periods Ended June 30, 20iti728916

(with Comparative Audited Consolidated Balance $hset
December 31, 2016)



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED BALANCE SHEETS

(Amounts in Thousands)

June 30, December 31,
2017 2016
(Unaudited) (Audited)
ASSETS
Current Assets
Cash and cash equivalents (Note 5) P61,608,767 B74,947,731
Time deposits (Note 6) 17,484,112 24,473,541
Investments held for trading and sale te 7) 3,876,661 3,456,75;
Receivables (Notes 8 and 24) 30,817,494 31,346,702
Merchandise inventories - at cost (Note 21) 26,390,84 25,825,290
Other current assets (Note 9) 60,758,654 59,044,139
Total Current Assets 200,936,532 219,094,155
Noncurrent Assets
Available-for-sale investments (Note 10) 20,515,232 18,675,233
Investments in associate companies and joint vest{Mote 11) 229,129,223 181,228,512
Time deposits (Notes 6 and 24) 49,022,104 42,041,227
Property and equipment (Note) 20,660,304 20,950,21
Investment properties (Note 13) 279,137,748 270,146,508
Land and development (Note 14) 31,829,20 23,825,558
Intangibles (Note 15) 25,651,500 25,711,767
Deferred tax assets (Note) 2,617,676 2,527,74!
Other noncurrent assets (Note 15) 56,783,278 57,261,459
Total Noncurrent Asse 715,346,266 642368,22¢

P916,282,798

P861,462,381

LIABILITIES AND EQUITY
Current Liabilities

Bank loans (Notes and 23) B22,784,570 B13,987,76

Accounts payable and other current liabilities @b7) 83,883,942 89,259,033

Income tax payable 2,427,579 2,683,71!

Current portion of lon-term debi(Notes 1!anc 23) 59,906,366 25,601,58

Dividends payabli 3,191,804 3,302,82i
Total Current Liabilitie 172,194,261 134,834,92

Noncurrent Liabilities

Long-term debt - net of current portion

(Notes 18, 23 and 24) 278,559,095 280,254,227

Deferred tax liabilities (Note ) 8,221,586 7,888,39!

Tenants’ deposits and others (Note 24) 29,224,699 23,737,574
Total Noncurrent Liabilities 316,005,380 311,880,196
Total Liabilities 488,199,641 446,715,11!

(Forward)



June 30, December 3:
2017 2016
(Unaudited) (Audited)
Equity Attributable to Owners of the Parent
Capital stock (Note 19) R12,045,82 B12,045,829
Additional paic-in capital (Note 1) 76,357,87 76,347,22
Equity adjustments from ccmon control transactions (N¢19) (5,424,45% (5,424,455
Cost of Parent common shares held by subsidiaries (25,386) (25,386)
Cumulative translation adjustment 944,234 1,216,718
Net unrealized gain on availa-for-sale investment 12,471,29 10,780,43
Re-measurement gain on definecnefit asset/obligatio 34,89¢ 34,895
Retained earnings (Note 19)
Appropriated 36,000,00 36,000,000
Unappropriate 176,740,643 169,508,12
Total Equity Attributable to Owners of the Parent 309,144,930 300,483,382
Non-controlling Interests 118,938,227 114,263,88
Total Equity 428,083,157 414,747,26
R916,282,798 P861,462,381

See accompanying Notes to Interim Condensed Cdasadi Financial Statements.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

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

Six-Month Periods Ended June 3(

2017 201¢
(Unaudited) (Unaudited)
REVENUE
Sales:
Merchandise P131,610,595 B124,327,892
Real estate 13,710,962 13,119,810
Rent 20,502,464 18,165,809
Equity in net earnings of associ compenies and joint venture 7,851,85! 7,564,46!
Cinema ticket sales, amusement and others 3,275,319 3,270,287
Dividend, management fees and others 4,609,414 3,219,519
181,560,61 169,667,78
COST AND EXPENSES
Cost of sales:
Merchandise (Note 21) 97,294,915 92,285,029
Real estate 7,020,122 7,001,812
Selling, general and administrative expenses 40,809,214 37,239,752
145,124,251 136,526,593
OTHER INCOME (CHARGES)
Interest expense (6,595,074) (5,506,807)
Interest income 1,972,656 1,658,770
Gain on fair value changes on derivatives - net 16,827 33,085
Foreign exchange gain and ott 760,77. 78,08¢
(3,844,818) (3,736,867)
INCOME BEFORE INCOME TAX 32,591,544 29,404,326
PROVISION FOR INCOME TAX
Current 6,274,644 5,664,186
Deferred 194,837 99,065
6,469,481 5,763,251
NET INCOME B26,122,063 B23,641,075
Attributable to
Owners of the Parent B16,592,130 B15,217,983
Non-controlling interests 9,529,933 8,423,092
P26,122,063 B23,641,075
Basic/Diluted Earnings Per Common Share
Attributable to Owners of the Parent (Note 25) B13.77 R12.63

See accompanying notes to Interim Condensed Cdaseadi Financial Statements.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

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

Three-Month Periods Ended June 3

2017 201¢
(Unaudited) (Unaudited)
REVENUE
Sales:
Merchandise B70,255,687 B66,780,628
Real estate 7,738,231 7,519,668
Rent 10,424,885 9,227,945
Equity in net earnings of associ companies and joint ventur 4,359,64 4,324,98
Cinema ticket sales, amusement and others 1,582,701 1,782,627
Dividend, management fees and others 2,726,034 1,607,713
97,087,18 91,243,56
COST AND EXPENSES
Cost of sales:
Merchandise 52,263,693 49,699,012
Real estate 3,878,021 4,052,468
Selling, general and administrative expenses 21,376,145 19,782,219
77,517,859 73,533,699
OTHER INCOME (CHARGES)
Interest expense (3,169,015) (2,803,794)
Interest income 940,551 842,227
Gain on fair value changes on derivatives - net 301 33,085
Foreign exchange gz (loss' and other 202,88! (19,134
(2,025,278) (1,947,616)
INCOME BEFORE INCOME TAX 17,544,044 15,762,247
PROVISION FOR (BENEFIT FROM) INCOME TAX
Current 3,285,391 3,141,496
Deferred 126,036 (74,982)
3,411,427 3,066,514
NET INCOME B14,132,617 B12,695,733
Attributable to
Owners of the Parent B8,897,824 B8,109,421
Non-controlling interests 5,234,793 4,586,312

P14,132,617 P12,695,733

Basic/Diluted Earnings Per Common Share
Attributable to Owners of the Parent P7.39 P6.73

See accompanying notes to Interim Condensed Cdaseadi Financial Statements.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE IN COME
(Amounts in Thousands)

Six-Month Periods Ended June 30

2017 2016
(Unaudited) (Unaudited
NET INCOME P26,122,06 B23,641,07
OTHER COMPREHENSIVE INCOME (LOSS)
Items that will be reclassified to profit or loss h
subsequent period
Net unrealized ga on availalle-for-sale investment 1,280,20 1,612,50.
Share in unrealized gain on available-for-sale stments of associates - net 274,50: 510,33¢
Cumulative translation adjustment (518,389 (952,249
Income tax relating to items to be reclassifie@rofit or loss in subsequent perit (48,42%) 389,8:8
987,89¢ 1,560,451
TOTAL COMPREHENSIVE INCOME P27,109,95 B25,201,52
Attributable to
Owners of the Parent P18,010,50 B16,631,38
Non-controlling interests 9,099,450 8,570,172
B27,109,95 B25,201,52

See accompanying Notes to Interim Condensed Cdaseadi Financial Statements.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE IN COME
(Amounts in Thousands)

Three-Month Periods Ended June 30

2017 2016
(Unaudited) (Unaudited
NET INCOME P14,132,61 B12,695,73
OTHER COMPREHENSIVE INCOME (LOSS)
Items that will be reclassified to profit or loss h
subsequent period
Net unrealized ga (loss)on availalle-for-sale investment 77,97¢ 2,728,42.
Share in unrealized gain on available-for-sale stments of associates - net (291,538 322,81:
Cumulative translation adjustment (98,855 (307,634
Income tax relating to items to be reclassifiegrofit or loss in subsequent peri (35,541) (620,2:1)
(347,958 2,123,350
TOTAL COMPREHENSIVE INCOME BP13,784,65 P14,819,08
Attributable to
Owners of the Parent B8,681,88 B9,836,59
Non-controlling interests 5,102,770 4,982,486
P13,784,65 P14,819,08

See accompanying Notes to Interim Condensed Cdaseadi Financial Statements.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF CHANGES IN EQUIT 'Y

(Amounts in Thousands Except Per Share Data)

Equity Attributable to Owners of the Parent

Equity Net Unrealized
Adjustments  Cost of Parent Gain on Re-measurement
from Common Common Cumulative Available- Gain on Defined  Appropriated Unappropriated
Additional Control Shares Held Translation for-Sale Benefit Asset/ Retained Retained Non-controlling Total
Capital Stock _ Paid-in Capital Transactions by Subsidiaries Adjustment Investments Obligation Earnings Earnings Total Interests Equity
As at January 1, 2017 P12,045,82 P76,347,22 (P5,424,455) (P25,386) P1,216,718 P10,780,430 3889t P36,000,00 P169,508,122 P300,483,382 P114,263,880 4148747,26
Net income - - - - - - - - 16,592,13 16,592,13 9,529,933 26,122,06
Other comprehensive income — - — — (272,484) 1,690,863 — - — 1,418,379 (430,483) 987,89t
Total comprehensive income - - - - (272,484 1,690,863 - - 16,592,13 18,010,50 9,099,450 27,109,95
Sale of non-controlling interests by a subsidiary - 10,64¢ - - - - - - - 10,64¢ - 10,64¢
Cash dividends - R7.77 per share - - - - - - - - (9,359,609) (9,359,609) - (9,359,60¢
Cash dividends received by non-controlling intevest - - - - - - - - - - (4,363,063) (4,363,063
Decrease in non-controlling interests - - - - - = - - - - (62,040) (62,040
As at June 30, 2017 (Unaudited) P12,045,82 P76,357,87 (P5,424,455) (P25,386) P944,234 P12,471,293 3489¢ P36,000,00 P176,740,643 P309,144,930 P118,938,227 428083,15
As at January 1, 2016 P8,030,554 #6,399,62 (R1,902,024) (R25,386) B1,057,751 B12,724,360 11R,73¢ P36,000,00 R152,004,71 P284,407,328 BR97,291,958 38,699,28
Effect of merger - - (3,436,924) - - — 125,00: - (1,063,863) (4,375,785) 6,664,359 2,288,57.
As restated 8,030,554 76,399,62 (5,338,948) (25,386) 1,057,751 12,724,360 242,74 36,000,00 150,940,847 280,031,543 103,956,317 383,987,86
Effect of common control business combination - - 120,078 - - — 5,792 - (85,287 40,58! 79,457 120,03
As adjusted 8,030,554 76,399,62 (5,218,870) (25,386) 1,057,751 12,724,360 248,53: 36,000,00 150,855,560 280,072,126 104,035,768 384,107,89
Net income - - - - - - - - 15,217,98 15,217,98 8,423,092 23,641,07
Other comprehensive income — - — — (595,759) 2,009,130 — - — 1,413,371 147,080 1,560,45
Total comprehensive income - - - - (595,759 2,009,130 - - 15,217,98 16,631,35 8,570,172 25,201,52
Common control transactions - - (1,679) - - - - - - (1,679) - (1,679
Cash dividends - R10.63 per share - - - - - - - - (8,536,467) (8,536,467) - (8,536,467
Cash dividends received by non-controlling inteyest - - - - - - - - - - (4,031,423) (4,031,423
Decrease in non-controlling interests - - — - - — - - - - (41,916) (41,916
As at June 30, 2016 (Unaudited) P8,030,554 76,899,62 (B5,220,549) (R25,386) P461,992 P14,733,490 24B,53: P36,000,00 R157,537,076 P288,165,334 P108,532,601 3962697,93

See accompanying Notes to Interim Condensed Cdasedi Financial Statements.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in Thousands)

Six-Month Periods EndedJune 3(

2017 201¢
(Unaudited) (Unaudited
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax B32,591,544 B29,404,326
Adjustments for:
Equity in net earnings of associate companieg@ntventures (7,851,859) (7,564,469)
Interest expense 6,595,074 5,506,807
Depreciation and amortizon (Nctes 12, 13 and ) 6,863,44 6,248,04.
Interest income (1,972,656) (1,658,770)
Dividend, management fees and others (110,860) (94,722)
Unrealized foreign exchange loss and others (187,667) 94,782
Gain on fair value changes on derivatives - net (16,827) (33,085)
Income before working capital changes 35,910,193 31,902,911
Decrease (increase) in:
Receivables 1,031,452 1,228,171
Merchandise inventories (565,554 (2,634,782)
Other current asse 4,716,93 5,073,99
Land and development (17,325,981) (6,709,950)

Increase (decrease) in:

Accounts payable and other current liabilities (7,971,850) (11,117,731)

Tenants’ deposits and others 5,43874¢ 1,538,262
Net cash generated from operati 21,233,940 19,280,871
Income tax paid (6,535,635) (5,921,202)
Net caskprovided by operating activities 14,698,305 13,359,669
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of:

Available-for-sale and held for trading investngent 5,000 1,872,451

Property and equipment 99,751 242,937

Investment properties 29183t -
Proceeds from maturity of available-for-sale invesstts 318,33: —

Additions to
Investment properties (Note 13)
Property and equipment (Note 12)
Available-for-sale and held for trading investngent

Investments in associate companies and joint vesitu

Decrease (icreas) in:

Time deposit

Other noncurrent assets
Dividends received
Interest received

(11,712,930)
(2,125,383)

(41,984,637)

855,456
2,640,746
2,375,966
2,048,432

(13,441,574)
(2,535,320)
(2,156,646)

(188,050)

270,80¢
(4,793,743)
2,084,149
1,663,195

Net cash used iinvesting activities

(47,187,432)

(16,981,793)

(Forward)



Six-Month Periods EndedJune 3(

2017 201¢
(Unaudited) (Unaudited
CASH FLOWS FROM FINANCING ACTIVITIES
Availments of:
Long-term deb B34,506,77 B31,795,53
Bank loans 32,112,718 2,216,000
Payments of:
Long-term debt (4,341,9%) (30,097,993)
Bank loans (23,315,913) (5,053,433)
Interest (6,396,022 (6,648,848)
Dividend (13,833,695 (12,460,989)
Netcash provided by (used in) financing activities 18,731,944 (20,249,731)
NET DECREASE IN CASH
AND CASH EQUIVALENTS (13,757,183 (23,871,855)
EFFECT OF EXCHANGE RATE CHANGES
ON CASH AND CASH EQUIVALENTS 418,21¢ (236,006)
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR (Note 5) 74,947,731 58,282,731
CASH AND CASH EQUIVALENTS
AT END OF PERIOD (Note 5) B61,608,767 B34,174,870

See accompanying notes to Interim Condensed Cdasadi Financial Statements.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

NOTES TO INTERIM CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

1. Corporate Information

SM Investments Corporation (SMIC or Parent Compavad incorporated in the Philippines on
January 15, 1960. On June 3, 2009, the Philippewirities and Exchange Commission (SEC)
approved the amendment of the Parent Companydesf incorporation for the extension of its
corporate life for another 50 years from January2080. Its registered office address is 10th
Floor, One E-Com Center, Harbor Drive, Mall of A€lamplex, CBP-1A, Pasay City 1300.

The Parent Company and its subsidiaries (colldgtneferred to as the Group), and its associates
and joint ventures are involved primarily in theperty, retail and financial services and other
businesses.

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

The accompanying consolidated financial statemeats authorized for issue by the Board of
Directors (BOD), as approved and recommended $oeiby the Audit Committee on
August 9, 2017.

2. Basis of Preparation and Statement of Compliance

Basis of Preparation

The interim condensed consolidated financial statémof the Group have been prepared on a
historical cost basis, except for derivative finahstruments, investments held for trading and
available-for sale (AFS) investments which havenbeasured at fair value.

The interim condensed consolidated financial statémas at June 30, 2017 and for the six-month
periods ended June 30, 2017 and 2016 have beesrgdep accordance with Philippine
Accounting Standard (PAS) 34, Interim Financial &&pg. The interim condensed consolidated
financial statements are presented in PhilippireoPe&hich is the Parent Company’s functional
and presentation currency under Philippine Finaiégorting Standards (PFRS). All values are
rounded to the nearest thousand Peso, except vihemise indicated.

The interim condensed consolidated financial statémdo not include all the information and
disclosures required in the annual consolidateahfiral statements, and should be read in
conjunction with the Group’s audited consolidatedficial statements as at December 31, 2016.

Basis of Consolidation

The interim condensed consolidated financial statémcomprise the financial statements of the
Parent Company and all of its subsidiaries. Atuae 30, 2017, there were no significant changes
in the Parent Company’s ownership interests isltssidiaries.

Significant Accounting Judgments, Estimates anduAggions

The preparation of the interim condensed consaitifihancial statements requires management
to make judgments, estimates and assumptionsffeat the amounts reported in the consolidated
financial statements and accompanying notes. Gsaimghese estimates and assumptions could
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result in outcomes that may require material adjests to the carrying amounts of the affected
assets or liabilities in the future.

Except as otherwise stated, there were no signifidaanges in accounting judgments, estimates,
and assumptions that affect the amounts reporttteinonsolidated financial statements and
accompanying notes.

Summary of Significant Accounting Policies, Changeand Improvements

Changes in Accounting Policies and Disclosures

The accounting policies adopted are consistent thidke of the previous year except for those
which the Group has adopted starting January 17.201

Amendment to PFRS 1Z|arification of the Scope of the StandgRhrt ofAnnual
Improvements to PFRE14-2016 Cycle), clarify that the disclosure regmients in

PFRS 12, other than those relating to summarizeghéial information, apply to an entity’s
interest in a subsidiary, a joint venture or amaisge (or a portion of its interest in a joint
venture or an associate) that is classified (duged in a disposal group that is classified) as
held for sale. The amendments did not have angpdingn the Group’s consolidated financial
statements.

Amendments to PAS Btatement of Cash FlopBisclosure Initiative require an entity to
provide disclosures that enable users of finarst&iements to evaluate changes in liabilities
arising from financing cash flows, changes arignogn obtaining or losing control of
subsidiaries or other businesses, effect of chaimgeseign exchange rates and fair values.
On initial application of the amendments, entities not required to provide comparative
information for preceding periods. Early applioatof the amendments is permitted. The
Group is currently assessing the impact of adogtirggstandard.

Amendments to PAS 1Mcome TaxedRecognition of Deferred Tax Assets for Unrealized
Lossesclarify the accounting for deferred tax asselsted to debt instruments measured at
fair value. Early application of the amendmentgaamitted. The amendments did not have
any impact on the Group’s consolidated financialeshents.

Segment Information

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

The property segment is involved in mall, residardnd commercial development and hotels and
convention centers operations. The mall segmerdldpes, conducts, operates and maintains the
business of modern commercial shopping centerabihdisinesses related thereto such as the
conduct, operation and maintenance of shoppingcepaces for rent, amusement centers and
cinemas within the compound of the shopping centRBesidential and commercial segments are
involved in the development and transformation aefonresidential, commercial, entertainment
and tourism districts through sustained capitakgtments in buildings and infrastructure. The
hotels and convention centers segment engagesl icaanes on the business of hotels and
convention centers and operates and maintainsrahgilbservices and facilities incident thereto.

The retail segment is engaged in the retail/whtdesading of merchandise, such as dry goods,
wearing apparels, food and other merchandise.
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The financial services and others segment primardigides the Parent Company which engages
in asset management and capital investments, aodiates which are involved in financial
services.

The BOD monitors the operating results of its besgunits separately for the purpose of making
decisions about resource allocation and performassessment. Segment performance is
evaluated based on operating profit or loss amgeigsured consistently with the operating profit
or loss in the consolidated financial statements.

Operating Segment Financial Data

Six-Month Period Ended June 30, 2017 (Unaudited)

Financial
Services
Property Retail and Others Eliminations Consolidated
(In Thousands)
Revenue:
External customers P40,122,831 R134,496,411 BP6,941,371 B- PR18IGEG
Inter-segment 5,565,06! 1,362 976,444 (6,542,881 —
B45,687,90 P134,497,77 P7,917,82 (P6,542,881 P181,560,61
Income before income tax B19,775,685 B8,107,327 B4,013,102 B695,430 3832544
Provision for income tax (4,054,161 (2,356,230 (44,842 (14,248 (6,469,481
Net incom B15,721,52 B5,751,09° P3,968,26! P681,18: B26,122,06
Net income attributable 1
Owners of the Parent P15,402,405 B5,196,791 B3,968,260 (R7,975,326R16,592,130
Non-controlling interests 319,11¢ 554,30t - 8,656,50! 9,529,93.

Six-Month Period Ended June 30, 2016 (Unaudited)

Financial
Services
Property Retail and Others Eliminations Consolidated
(In Thousands)
Revenue:
External customers B36,008,111 R126,815,386 84R89 B- PR169,667,786
Inter-segment 5,458,882 259 735,696 (6,194,837) -
P41,466,993 P126,815,645 P7,579,985 (B6,19%,8%7169,667,786
Income before income tax R16,979,779 B7,690,439 =3,67@,526 B1,054,582 B29,404,326
Provision for income tax (3,391,970) (2,265,864) (47,121) (58,296) (5,763,251)
Net incomt BP13,587,809 B5,424,575 P3,632,405 B996,286 3,6B2,075

Net income attributable 1
Owners of the Parent B13,289,629 B4,895,533 6323105 (26,599,584) B15,217,983
Non-controlling interests 298,180 529,042 - 7,896, 8,423,092




5. Cash and Cash Equivalents

This account consists of:

June 30, December 31,
2017 2016
(Unaudited) (Auditec)
(In Thousand:
Cash on hand and in banks (Note) B7,876,288 E8,260,50:
Temporary investments (Note 20) 53,732,479 66,687,223
P61,608,767 B74,947,73

Cash in banks earn interest at the respective epésit rates. Temporary investments earn

interest at prevailing rates.

6. Time Deposits
This account consists of:
June 30, December 31,
2017 2016
(Unaudited) (Audited)
(In Thousands)
Current P17,484,112 B24,473,541
Noncurrent 49,022,10 42,041,22
66,506,216 P66,514,768
The time deposits as at June 30, 2017 and Dece3ib@016 bear annual interest ranging from
1.0% to 4.9% and 0.5% to 4.9%, respectively.
7. Investments Held for Trading and Sale

This account consists of:

June 30, December 31,
2017 2016
(Unaudited) (Audited)
(In Thousands)

Investments held for trading -

Bonds B295,55! B296,59¢
AFS investments (Note 10):
Bonds and corporate not 2,919,161 2,495,551
Shares of stock -
Listed 661,946 664,606
3,581,106 3,160,156
P3,876,66. B3,456,75.




8. Receivables

This account consists of:

June 30, December 31,

2017 2016
(Unaudited) (Audited)
(In Thousands)
Trade:

Real estate buye B38,458,34 B34,702,52
Third-party tenants 6,150,680 6,390,291
Related-party tenants (Note 20) 565,994 582,146
Other: 14,219 143,75¢
Due from related parties (Note 20) 291,051 631,342
Management and service fees (Note 20) 185,021 303,340
Dividends (Note 20) 69,307 87,273
Total 45,734,614 42,840,672
Less allowance for impairment loss 1,031,509 967,343

44,703,105 41,873,329

Less noncurrent receivables from
real estate buyers (Note 15) 13,885,611 10,526,627
P30,817,494 B31,346,702

Allowance for impairment loss pertains to receieatfrom tenants which were identified to be
impaired based on specific assessment.

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

9. Other Current Assets
This account consists of:

June 3Q December 31,

2017 2016
(Unaudited) (Audited)
(In Thousands)

Land and development (Note 14) P29,666,53 R27,228,525
Prepaid taxes and other prepayments 8,388,12 7,881,610
Advances and deposits 7,229,33 6,797,245
Condominium and residential units for sale 6,049,57 5,241,346
Nor-trade receivables 3,186,29 3,605,983
Input tax 2,027,31 2,281,727

Derivative asset 1,747,48 -
Receivable from banks 1,003,011 3,365,644

Notes receivable (Nos 15 an 20) - 981,43!
Accrued interest receivable (Note 20) 535,59 611,375
Escrow fund (Note 20) 164,19¢ 209,974

Other: 761,18t 839,27!

P60,758,65 B59,044,139
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Condominium and Residential Units for Sale

Condominium units for sale pertain to the complgiggects of SM Development Corporation
(SMDC), Highlands Prime Inc., Costa del Hamilo,.land Intercontinental Development

Corporation.

June 30, December 31,
2017 2016
(Unaudited) (Auditec)
(In Thousands)
Balance at beginning of year P5,241,346 B8,294,523
Transfer from land and development (Note 14) 2,314,134 3,516,449
Recognized as cost of real estate sold (1,541,328) (6,537,177)
Adjustment to cost 35,424 (32,449)
Balance at end of period B6,049,576 B5,241,346
10. Available-for-sale Investments
This account consists of:
June 30, December 31,
2017 2016
(Unaudited) (Audited)
(In Thousands)
Shares of stock:
Listec P19,387,868 E16,864,87
Unlisted 61,405 61,405
Bonds and corporate notes 4,631,645 4,893,300
Club share 15,420 15,81(
24,096,338 21,835,389
Less curret portion (Note ) 3,581,106 3,160,15!
P20,515,232 P18,675,233

Investments in bonds and corporate notes bear finecest rates ranging from 3.9% to 7.5%.

These investments have maturities ranging fromI&016 to October 2023.

11. Investments in Associate Companies and Joint Ventes

The B47.9 billion increase in this account pegairainly to equity in net earnings of associate

companies and joint ventures as well as additionalstments in BDO Unibank Inc., China
Banking Corporation and 34.5% equity interest i plarent company of 2GO Group, Inc.



12. Property and Equipment
The movements in this account follow:

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

Cost
As at December 31, 2015 R11,523,237 B3,477,000 5,738,601 B7,966,207 B6,120,244 B12,720,533 3,883 B1,124,617 B49,620,822
Additions 574,036 242,290 571,425 897,467 672,358 1,271,631 42,893 877,098 5,249,198
Reclassifications (54,298) (643,406) 80,542 (450,675) 199,312 1,717,990 4,596 (599,319) 254,742
Disposals/retirements (65,578) (30,104) (78,386) (49,937) (49,534) (176,053) (5,301) (193,598) (648,491)
As at December 31, 2016 (Audited) 11,977,397 371815, 6,309,182 8,363,062 6,942,380 15,534,101 15095, 1,208,798 54,476,271
Additions 220,382 89,818 292,222 318,788 271,002 637,673 4358 279,654 2,125,383
Reclassifications 47,955 123,638 138,175 (127,886) 214,494 266,886 (287,780) (376,039) (557)
Disposals/retirements — (198,447) (2,418) (24,974) (340) (12,456) (2,525) (95,672) (336,832)
As at June 30, 2017 (Unaudited) P12,245,734 P3,060,789 P6,737,161 B8,528,990 B7,427,536 P16,426,204 B821,110 P1,016,741 B56,264,265
Accumulated Depreciation and Amortization
As at December 31, 2015 B3,464,366 B2,410,102 ,36B4593 B4,995,562 B3,899,309 B9,252,128 B80O, B— B28,983,341
Depreciation and amortization 840,169 288,269 iy 770,536 699,670 1,380,577 95,238 4,692,162
Reclassifications 5,529 (628,201) 2,484 (429,953) 47,459 1,197,925 996 196,239
Disposals/retirements (50,823) (26,474) (35,370) (24,320) (28,914) (174,486) (5,301) — (345,688)
As at December 31, 2016 (Audited) 4,259,241 2,083,6 4,946,410 5,311,825 4,617,524 11,656,144 691,214 - 33,526,054
Depreciation and amortization 404,204 167,200 @83, 375,481 364,650 695,539 29,321 2,330,037
Reclassifications (752) - 56,348 (124,624) 129,089 32,624 (106,222) - (13,537)
Disposals/retirements — (198,447) (1,696) (23,490) (271) (12,164) (2,525) — (238,593)
As at June 30, 2017 (Unaudited) P4,662,693 B2,012,449 B5,294,704 P5,539,192 , 15992 P12,372,143 B611,788 B— P35,603,961
Net Book Value
As atJune 3(, 2017 (Unaudited P7,583,04 BP1,048,34! B1,442,45 P2,989,79: P2,316,54. P4,054,06 P209,32! P1,016,74 B20,660,30
As at December 31, 2016 (Audited) 7,718,156 1,602,0 1,362,772 3,051,237 2,324,856 3,877,957 404,357 1,208,798 20,950,217




13. Investment Properties

The movements in this account follow:

Building
Buildings Equipment,
Land and and Furniture Construction
Improvements Improvements and Others in Progress Total
(In Thousands)

Cost
As at December 31, 2015 B65,246,048 BR175,926,71629,094,102 B32,295,808 R302,562,668
Effect of common control business

combination 34,819 - 102,634 - 137,453
Additions 5,860,299 7,008,421 3,584,292 10,316,258 26,769,270
Reclassifications (1,521,882) 21,479,585 354,248 (17,633,329) 2,678,622
Translation adjustment (18,575) (271,994) (30,711) (162,890) (484,170)
Disposals (199,387) (10,535) (29,063) (354,798) (593,783)
As at December 31, 2016 (Audited) 69,401,322 204 17 33,075,502 24,461,049 331,070,060
Additions 1,807,925 1,485,601 1,257,175 7,162,229 11,712,930
Reclassifications 806,259 5,436,555 352,952 (6, 510,480
Translation adjustment 42,029 1,365,641 107,622 8D 1,635,187
Disposals (11,194) (206,257) (9,576) — (227,027)
As at June 30, 2017 (Unaudited) B72,046,341 B213,727 B34,783,675 B25,657,887 B344,701,630
Accumulated Depreciation, Amortization

and Impairment Loss
As at December 31, 2015 B1,666,642 B34,608,274 16,784,250 B— B52,979,166
Effect of common control business

combination 20,972 89,402 - - 110,374
Depreciation and amortization 205,701 5,367,781 472626 - 8,045,108
Reclassifications (53,910) 84,058 (67,645) - (37,497)
Translation adjustment (5,838) (42,624) (13,615) - (62,077)
Disposals (78,986) (10,535) (22,001) — (111,522)
As at December 31, 2016 (Audited) 1,754,581 4038535, 19,072,615 - 60,923,552
Depreciation and amortization 89,785 3,070,931 12,84 - 4,473,140
Reclassifications - 847 - - 847
Translation adjustment 20,530 164,687 49,912 - 1235,
Disposals (11,194) (48,722) (8,870) — (68,786)
As at June 30, 2017 P1,853,702 243,284,099 B26,@81 B— BP65,563,882
Net Book Value
As atJune 3(, 2017 (Unaudited £70,192,63 P168,929,62 B14,357,59 B25,657,88 B279,137,74
As at December 31, 2016 (Audited) 67,646,741 16188 14,002,887 24,461,049 270,146,508

Construction in progress as at June 30, 2017 psrtaiconstruction costs incurred for SM Puerto
Princesa, SM Center Tuguegarao Downtown, SM LeraedySM Pulilan and the ongoing

redevelopment of SM Mall of Asia.

Interest capitalized to the construction of investirproperties amounted to B1,230.0 million
and B2,921.0 million as at June 30, 2017 and Deeefil, 2016, respectively. Capitalization rates
used in 2017 and 2016 ranged from 2.4% to 4.1%Ratb to 4.8%, respectively.

The fair value of substantially all investment pedpes amounting to B833,282.7 million as at
December 31, 2016, was determined by accreditezpamtent appraisers with appropriate
qualifications and recent experience in the vatuatf similar properties in the relevant locations.

The fair value of investment properties is categgatiunder Level 3 since valuation is based on

unobservable inputs.



14. Land and Development

Land and development include the cost of land dksageconstruction cost of ongoing residential

projects.

The movements in this account follow:

June 30, December 31,
2017 2016
(Unaudited) (Audited)
(In Thousands)
Balance at beginning of year P51,054,083 R47,201,323
Development cost incurr 8,854,401 12,800,02
Cost of real estate sold (5,478,794) (6,659,341)
Transfer to condominium and residential units
for sale (Note 9) (2,314,134) (3,516,449)
Land acquisition 8,471,575 1,145,980
Borrowing cost capitalized 330,068 37,060
Transfer from (to) investment property 581,537 -
Transfer from (to) property and equipment and
others (3,010) 45,484
Balance at end of period 61,495,731 51,054,083
Less current portion (Note 9) 29,666,530 27,228,525
P31,829,201 B23,825,558

The average rates used to determine the amouwtriaiiing costs eligible for capitalization ranged

from 2.7% to 5.2% in 2017 and 3.5% to 4.2% in 2016.

15. Intangibles and Other Noncurrent Assets

Intangible Assets
This account consists of:

June 30, December 31,

2017 2016

(Unaudited) (Auditec)

(In Thousand:

Goodwill B17,398,491 R17,398,491
Less accumulated impairment loss 91,620 91,620
Net book valu 17,306,871 17,306,871
Trademarks and brand names 8,344,629 8,404,896
B25,651,500 B25,711,767
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Other Noncurrent Assets
This account consists of:

June 30, December 31,

2017 2016
(Unaudited) (Audited)
(In Thousand:

Deposits and advance rentals B15,173,897 P17,767,510
Receivables from real estate buyers (Note 8) 13,885,611 10,526,627
Land use rights 10,484,043 9,727,575
Long-term notes (Notes 20 and 24) 7,605,451 6,876,128
Derivative assets (Note 24) 3,873,100 6,757,361
Deferred input VAT 2,604,641 2,544,100
Defined benefit asset 660,670 629,658
Escrow fund (Note 20) 132,460 132,460

Other: 2,36340¢ 2,300,041

P56,783,278 P57,261,459

Long-term notes pertain to loans extended by therR&ompany to Atlas Consolidated Mining
and Development Corporation (Atlas) at various slai€2016 and 2015. The loans bear interest
ranging from 4.0% to 5.0% per annum, payable qtgréad semi-annually within five years,
subject to repricing at prevailing market rates aiitti prepayment option in full or in part, priar t
maturity. A portion of the notes that is due on€l9, 2018 and bearing a fixed interest rate of
4.0% contains multiple derivatives such as conweersiall and put option (Note 24). These loans
were settled in March 2017. Simultaneously, adrygan amounting to US$150.7 million was
extended to Carmen Copper Corporation, a whollyemhsubsidiary of Atlas. The loan bears
fixed interest that starts at 5.0% and escalatagaily up to 10.0%, payable quarterly.

16. Bank Loans
This account consists of:
June 30, December 31,
2017 2016

(Unaudited) (Audited)
(In Thousands)

Parent Company:

U.S. dollar-denominated =2 B2,983,200

Peso-denominated 7,200,000 4,800,000
Subsidiarie:

Peso-denominated 15,584,570 6,204,565

B22,784,57 £13,987,76

The unsecured U.S. dollar-denominated loans bésnest ranging from 1.2% to 2.0% in 2016,
whereas the peso-denominated loans bear intereghgafrom 2.5% to 3.8% and 2.5% to 3.0% in
2017 and 2016, respectively.
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17. Accounts Payable and Other Current Liabilities
This account consists of:

June 30, December 31,

2017 2016
(Unaudited) (Audited)
(In Thousands)

Trade R49,746,939 P54,189,536
Accrued expenses 11,994,071 12,083,636

Nontrad« payable 6,824,922 5,825,07.
Tenants and customers’ deposits 5,236,875 5,938,921
Payable arising from acquisition of land 3,219,858 3,067,669
Payable to government agencies 2,422,097 2,949,740
Accrued interest payable (Note 20) 2,502,853 2,335,604
Due to related parties (Note 20) 395,377 708,767
Gift checks redeemable and others 1,540,952 2,160,088

P83,883,942 P89,259,033

18. Long-term Debt
This account consists of:

June 3Q December 3:

2013 201€

Availment Maturity Interest rate/Term Security (Unaudited) (Audited
(In Thousand:

Parent Company

U.S. dollar-denominated ~ October 13, 2010 - October 13, 2017 - Fixed 4.2%-5.5%;
May 4, 2017 June 10, 2024 Floating six-month
LIBOR + margin; Unsecured B84,435,79 B75,660,07
semi-annual
Peso-denominated July 16, 2012 - January 14, 2019 - Fixed 4.4%-6.9%;
May 25, 2017 June 20, 2024 PDST-RZ + margin; Unsecured 68,823,87 66,327,22
semi-annual and
quarterly
Subsidiaries
U.S. dollar-denominated December 7, 2012 - August 30, 2017 - LIBOR + spread; semi-
May 8, 2017 March 27, 2022 annual Unsecured 5645744 55,241,17
China Yuan Renmin- July 28,201 - December 31,201- CBC rate less 10.09
denominated June 7, 2017 June 1, 2020 quarterly Secured 1,044,882 524,743
Peso-denominated January 12, 2012 -January 13, 2017 - Fixed 3.1%-6.7%;
May 18, 2017 July 26,2026  PDST-R2 + margin;
semi-annual and Unsecured 129,584,47 109,920,28
quarterly

340,346,45 307,673,49
1,880,988 1,817,683
338,465,46 305,855,80
59,906,36 25,601,58
B278,559,09  PB280,254,22

Less debt issue cost

Less current portion

LIBOR — London Interbank Offered Rate
PDST-R2 — Philippine Dealing System Treasury ReferdRate — PM
CBC - Central Bank of China
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Repayment Schedule

The repayment schedule of long-term debt as a 30n2017 follows:

GrossDeb! Debt Issue Co Net Debi

(In Thousands)
Within 1 yea £60037,05: £130,68 £59,906,36
More than 1 year to 5 years 171,919,016 1,175,255 170,743,76
More than 5 years 108,390,390 575,05t 107,815,33
P340,346,459 P1,880,998 338,465,46

Covenants

The long-term debt of the Group is covered withaiarcovenants includinadherence to financial
ratios. The Parent Company’s loan covenants imchgherence to certain financial ratios namely:

(1) debt-to-equity ratio not to exceed 80:20, @Y current ratio at a minimum of 0.30, and, certai
restrictions with respect to material change in eship or control. As at June 30, 2017 and Decembe
31, 2016, the Group is in compliance with the teafiigs debt covenants.

19. Equity

Capital Stock
a. Common stock

Number of Shares
June 30, December 31,

2017 2016
(Unaudited) (Audited)
Authorized - P10 par value per share 2,790,000,000 2,790,000,000
Issued and subscribed:
Balance at beginning of year 1,204,582,867 803,055,405
Issuance:
50% stock dividends - 401,527,462
Balance at end of period 1,204,582,867 1,204,582,867

As at June 30, 2017 and December 31, 2016, thafR@oenpany is compliant with the minimum
public float as required by the PSE.

The number of shareholders as at June 30, 201December 31, 2016 is 1,247 and 1,244,
respectively.

b. Redeemable preferred shares

Number of share
June 30, December 31,
2017 2016
(Unaudited) (Audited)

Authorized- 810 par value per she 10,000,00 10,000,00
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There are no issued and subscribed preferred sasuasJune 30, 2017 and December 31, 2016.

Equity Adjustments from Common Control Transactions
Equity adjustments from common control transactiocfide the following:

= Acquisition of various SM China Companies by SMniriin 2007.
= Acquisition of various service companies by SM Réta2009.

= Corporate restructuring to consolidate the Grougéd estate subsidiaries and real estate assets in
SM Prime in 2013.

= Merger of SM Retail with other retail affiliates.
= SM Prime common control business acquisition inG201

These acquisitions were considered as a combinatibnsinesses under common control for which
pooling of interests method was applied in the aration of the consolidated financial statements.

Retained Earnings
a. Appropriated

Retained earnings appropriated as at June 30,&td December 31, 2016 is intended for the
payment of certain long-term debt and new investmas follows:

Timeline Amount
(In Thousands)

Debt servicing

US$400.0 million 2017 B18,800,000
US$180.0 million 2018 8,200,000

New investment 2016-202( 9,000,001
B36,000,000

b. Unappropriated
The Parent Company'’s cash dividend declaratio29i¥Y and 2016 follow:

Declaration Date Record Date Payment Date Per Share Total
(In Thousands)

April 26, 2017 May 11, 2017 May 25, 2017 R7.77 899,609

April 27, 201¢ May 12, 201 May 26, 201 10.63 8,536,46'

Unappropriated retained earnings include the actatediequity in net earnings of subsidiaries,
associates and joint ventures amounting to B187Q3tillion and B154,730.7 million as at June 30,
2017 and December 31, 2016, respectively, thattigvailable for distribution until such time that
the Parent Company receives the dividends frondsgective subsidiaries, associates and joint
ventures.



-14 -

20. Related Party Disclosures

Parties are considered to be related if one pastiie ability, directly and indirectly, to conttbe
other party or exercise significant influence other other party in making financial and operating

decisions. Parties are also considered to beeteifithey are subject to common control.

The related party transactions and outstandinghbatafollow:

Transaction Amount

OutstandingAmt

June 3Q June 30, June 3Q December 3:
2017 2016 2017 201¢
(Unaudited) (Unaudited) (Unaudited) (Audited’ Terms Condition:
(In Thousands)
Banking Group
Cash placement and investm Unsecurec
in marketable securities 110,283,90 130,427,89 Interest-bearing no impairment
Interest receivable 369,895 431,53 Interest-bearing Unsecurec
) no impairment
Interest income 1,239,627 1,175,757
Interest-bearing debt 18,141,26 9,831,165 Interest-bearing Unsecure
. L
Interest payable 49,96: 36,91¢ Interest-bearing Unsecure
Interest expense 314,939 237,83¢
Rent receivable 112,885 110,66¢ Noninterest-bearin Unsecurec
. 9 no impairment
Rent income 421,371 374,06
. . Unsecured; r
Dividend receivable 2,581 2,162 Noninterest-bearing impairmen
Management and service fee
i 13
receivable 28,37¢ 31,90¢ Noninterest-bearing Unsecurec
) no impairment
Management and service fee
income 4,081 946
Interest-bearing Unsecurec
Escrow fund 294,199 339,97: 1.4% to 1.6% no impairment
Retail and Other Entities
Rent receivable 453,109 471,47 Noninterest-bearin Unsecurec
. 9 no impairment
Rent income 775,817 721,20¢
Management and service fee Unsecurec
receivable 135,036 218,75 Noninterest-bearing no impairment
Management and service fee
income 200,676 177,96
. . Unsecurec
Dividend receivable - 24,00( Noninterest-bearing no impairment
Due from related parties . Unsecurec
291,051 631,34 Noninterest-bearing no impairment
Due to related parties 395,377 708,76° Noninterest-bearing Unsecure
Interest receivable 10,49¢ 35,76( Interest-bearing _Unse_cure(
) no impairment
Interest income 97,944 129,40(
. Unsecurec
Notes receivable 7,605,451 7,857,563 Interest-bearing no impairment

Terms and Conditions of Transactions with Relatedi€s

The Group did not make any provision for impairmess relating to amounts owed by related parties.

There have been no guarantees provided or reckiveahy related party receivables or payables.
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21.

Cost of Merchandise Sales

This account consists of:

June 3Q June 30,

2017 2016

(Unaudited) (Unaudited

(In Thousands)

Merchandise inventories at beginning of year P25,825,29 P21,589,70
Purchases 97,860,46 94,919,811
Total goods available for sale 123,685,75 116,509,512

Less merchandise inventories at end of period 26,390,84 24,224,48

P97,294,91 £92,285,02

22.

Income Tax

Deferred tax assets of B2,617.7 million and B2 Billion as at June 30, 2017 and December 31,
2016, respectively, consist of the tax effectsrialized gain on inter-company sale of investment
properties, unamortized past service cost and elifirenefit liability, provision for doubtful accaisn
and others, accrued leases, MCIT, deferred rergresgpand NOLCO.

Deferred tax liabilities of B8,221.6 million ard,B88.4 million as at June 30, 2017 and December 3
2016, respectively, consist of the tax effectspyraisal increment on investment property, tradé&mar
and brand names, capitalized interest, unrealipesbgrofit on sale of real estate, accrued/dederre
rent income and unamortized past service cost afidedl benefit asset. The disproportionate
relationship between income before income tax hegtovision for income tax is due to various
factors such as interest income already subjeotéddl tax, non-deductible interest expense, gquit
net earnings of associates, and dividend incomepixéom tax.

23.

Financial Risk Management Objectives and Policies
The main risks arising from the Group’s financigtruments follow:

» Interest rate risk.Fixed rate financial instruments are subject toalue interest rate risk while
floating rate financial instruments are subjeatdsh flow interest rate risk. Repricing of flogtin
rate financial instruments is mostly done at ins\of three months or six months.

= Foreign currency risk.The Group’s exposure to foreign currency risk arise the Parent
Company and SM Prime have significant investmentsdebt issuances which are denominated in
U.S. Dollar and China Yuan Renminbi.

= Liquidity risk. Liquidity risk arises from the possibility that tBroup may encounter difficulties
in raising funds to meet commitments from finanaistruments.

= Credit risk. Refers to the risk that a borrower will defaultamy type of debt by failing to make
required payments.

= Equity price risk. The Group’s exposure to equity price risk pertainis investments in quoted
equity shares which are classified as AFS investsnerthe consolidated balance sheets. Equity
price risk arises from the changes in the leveksqiity indices and the value of individual stocks
traded in the stock exchange.
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The BOD reviews and approves policies for managexth of these risks.

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

The Group maintains a conservative financing sgsagsd has preference for longer tenor credit with
fixed interest rate that matches the nature dhitestments. To manage this mix in a cost-efficien
manner, the Group enters into interest rate swagE@ss-currency swaps in which the Group agrees
to exchange, at specified intervals, the differdmetsveen fixed and variable interest amounts
calculated by reference to an agreed notional aoLime interest rate swaps economically hedge the
underlying debt obligations.

As at June 30, 2017 and December 31, 2016, akiEgtanto account the effect of the swaps,
approximately 77.1% and 76.9%, respectively of@Gineup’s gross borrowings are kept at fixed
interest rates.

Foreign Currency Risk

The Group aims to reduce foreign currency riskefmploying on-balance sheet hedges and
derivatives such as foreign currency swap contrémtsign cross-currency swaps, foreign currency
call options, non-deliverable forwards and foreigmrency range options.

As at June 30, 2017, the Group’s foreign currerayetninated assets and liabilities amounted to
B79,362.6 million ($1,572.5 million) and B90,&million ($1,793.8 million), respectively.

As at December 31, 2016, the Group’s foreign curatenominated assets and liabilities amounted to
B74,131.6 million ($1,491.0 million) and B89,2Billion ($1,795.8 million), respectively.

As at June 30, 2017 and December 31, 2016, appabedyn39.1% and 41.8%, respectively, of the
Group’s gross borrowings are denominated in foreigmency.

The following exchange rates were used in tramgletireign currency-denominated assets and
liabilities into Pesos.
June 30, December 31,
2017 2016

Philippine Peso to U.S. Dollar P50.47 R49.72

Liquidity Risk

The Group manages its liquidity to ensure adedfirs@cing of capital expenditures and debt service.
Financing consists of internally generated fundscg@eds from debt and equity issues, and/or praceed
from sales of assets.

The Group regularly evaluates its projected andadcash flow information and assesses conditions i
the financial markets for opportunities to pursued-raising initiatives including bank loans, expor
credit agency-guaranteed facilities, bonds andtgquarket issues.
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Credit Risk

The Group trades only with recognized and creditiyorelated and third parties. The Group policy
requires customers who wish to trade on creditsg¢oundergo credit verification. In addition,
receivable balances are monitored on a regulas bagieep exposure to bad debts at the minimum.
Given the Group’s diverse base of customers,ribteexposed to large concentrations of credit risk.

As at June 30, 2017 and December 31, 2016, thedialeassets, except for certain receivables and
AFS investments, are generally viewed by manageasegbod and collectible considering the credit
history of the counterparties. Past due or impdireancial assets are very minimal in relatiorhte
Group’s total financial assets.

Equity Price Risk

Management closely monitors the equity securitidssiinvestment portfolio. Material equity
investments within the portfolio are managed omadividual basis and all buy and sell decisions are
approved by management.

Capital Management

The Group manages its capital structure and mak@®priate adjustments based on changes in
economic conditions. Accordingly, the Group majuatdividend payments to shareholders, secure
new and/or pay off existing debts, return capuathiareholders or issue new shares.

The Group monitors its capital gearing by maintagriis net debt at no higher than 50% of the sum of
net debt and equity.

The Group’s gearing ratios follow:

June 30, December 31,
2017 201¢
Gross 54% 52%
Net 43% 37%

24.

Financial Instruments

The Group'’s financial assets and liabilities byegatry and by class, except for those with carrying
amounts that are reasonable approximations ofédires, follow:

June 30, 2017 (Unaudited)
Quoted Prices  Significant Significant
in Active Observable Unobservable
Carrying Markets Inputs Inputs
Value Fair Value (Level 1) (Level 2) (Level 3)
(In Thousands)

Assets Measured at Fair Value
Financial assets at FVPL -
Derivative assets P3,873,10 B3,873,101 P-— B3,873,101 P—

Assets for which Fair Values are Disclosed
Loans and receivables:

Time deposits - noncurrent portion 49,022,104 52,104,373 - - 52,104,373
Receivables - net (including noncurrent portion
of receivables from real estate buyers) 44,703,105 44,542,279 — - 44,542,279

Long-term notes (included under “Other
noncurrent assets” account in the
consolidated balance sheet) 7,605,478 10,069,431 — — 10,069,431
101,330,68 106,716,08 — - 106,716,08
£105,203,78 P110,589,18 B- 3,873,101 P106,716,08
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June 3(, 2017 (Unaudited
Quoted Prices  Significant Significant
in Active Observable Unobservable
Carrying Markets Inputs Inputs
Value Fair Value (Level 1) (Level 2) (Level 3)
(In Thousands)

Liabilities Measured at Fair Value
Financial liabilities at FVPL -
Derivative liabilities P— B- P- B- P—

Liabilities for which Fair Values are Disclosed
Other Financial Liabilities:
Long-term debt (noncurrent portion and net of

unamortized debt issue cost) 278,559,095 287,205,397 - - 287,205,397
Tenants’ deposits and others* 26,978,85 26,574,94 - - 26,574,94

305,537,954 313,780,345 - — 313,780,345

B305,537,954 B313,780,345 B— B- P313,780,345

*Excluding nonfinancial liabilities amounting to18919.0 million.

December 31, 2016 (Audited)
Quoted Prices  Significant Significant
in Active Observable Unobservable
Carrying Markets Inputs Inputs
Value Fair Value (Level 1) (Level 2) (Level 3)
(In Thousands)

Assets Measured at Fair Value
Financial assets at FVPL -
Derivative assets B6,757,361 B6,757,361 B— B6,757,361 B—

Assets for which Fair Values are Disclosed
Loans and receivables:

Time deposits - noncurrent portion 42,041,227 25026 - - 45,124,026
Receivables - net (including noncurrent portion
of receivables from real estate buyers) 41,873,32941,496,950 - - 41,496,950

Long-term notes (included under “Other - -
noncurrent assets” account in the

consolidated balance sheet) 6,876,128 7,160,804 7,160,804
90,790,684 93,781,780 — - 93,781,780
B97,548,045 P100,539,141 B— B6,757,361 P93 gB1

Liabilities Measured at Fair Value
Financial liabilities at FVPL -
Derivative liabilities B9,931 B9,931 B— B9,93 B—

Liabilities for which Fair Values are Disclosed
Other Financial Liabilities:
Long-term debt (noncurrent portion and net of

unamortized debt issue cost) 280,254,227 290,188,67 - - 290,118,678
Tenants’ deposits and others* 21,518,256 20,821,47 - — 20,841,472
301,772,483 310,960,150 — — 310,960,150
B301,782,414 PB310,970,081 B— B9,931 P3108®0,1

*Excluding nonfinancial liabilities amounting to18624.9 million.

There were no transfers into and out of Levelsdn@ 3 fair value measurements as at
June 30, 2017 and December 31, 2016.

Derivative Instruments Accounted for as Cash Floyddes

Cross-currency Swapdn 2013, the Parent Company and SM Prime eniatectross-currency swap
transactions to hedge both the foreign currencyiriedest rate exposures on its U.S. Dollar-
denominated five-year term loans (the hedged loans)

Under the floating-to-fixed cross-currency swag, tiedged U.S. Dollar-denominated loans have been
converted into Philippine Peso:
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= Swap the face amount of the loans in US$ for thgieed Philippine Peso equivalents with the
counterparty banks and exchange, at maturity teyrincipal amount originally swapped.

= Pay fixed interest in the Philippine Peso notiarabunt and receive floating interest on the US$
notional amount, on a semi-annual basis, simultasm&ath interest payments on the hedged loans.

The outstanding hedged loans follow:

Principal Balanc
In US$ In PP
(In Thousands)

Parent:
Unsecured loans US$180,000 B9,084,600
SM Prime:
Unsecured loan 250,000 12,617,50
Unsecured advances 150,000 7,570,500

Details of the cross-currency swaps follow:

Notional Amount uss:e USS$¥
In USY In PhP In¥ Receivi Pay Rate Rate Maturity Fair Value
(In Thousand: (In Thousands)
Parent:
US$50,000 B2,059,250 - 6MUSLIBOR+170br 4.1% P41.19 - May 15, 2018 P488,194
60,00( 2,478,000 - 6MUSLIBOR+170br 4.0% 41.30 - May 15, 2018 579,307
70,00( 2,888,200 - 6MUSLIBOR+170br 4.0% 41.26 - May 15, 2018 679,986
SM Prime:
200,00( 8,134,000 - 6MUSLIBOR+170bfr 3.7% 40.67 — January 29,2018 2,036,382
150,00( 6,165,000 - O6MUSLIBOR +170bp 3.9% 41.10 — March 25,2018 1,462,715
25,00( — ¥172,100 3MUSLIBOR + 100 bp 5.4% — ¥6.884 March 25, 2022 (43,454)
25,00( - 172,300 3MUSLIBOR + 100 bp 5.4% - 6.892 March 25, 2022 (45,236)

Principal Only Swapsin 2017 and 2016, SM Prime entered into principdy swap transactions to
hedge the foreign-currency exposure on its U.Slabdenominated five-year term syndicated loans
and advances (the hedged loans and advances).

The outstanding hedged loans and advances follow:

Principal Fair Value
Notional Amount Balance inPhB US$:¥ Rate Maturity
(In Thousands) (In Thousand: (In Thousands)
Principal onl US$150,00( B7,570,50 6.52¢-6.56¢ March 23, 201 B145,62:
Principal only 270,000 13,431,44 6.458-6.889 January 29, 2021 138,365

As the terms of the swaps have been negotiatedtchnthe terms of the hedged loans and advances,
the hedges were assessed to be highly effective.
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25. EPS Computation

June 3Q June 30

2017 2016

(Unaudited)  (Unaudite)
(In Thousands Except Per Share Data)

Net income attributable to ownerf the Parent (a) P16,592,13 B15,217,98

Weighted average number of common shares outsigioln 1,204,583 1,204,583

EPS (a/b) P13.77 P12.63
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PART 1 FINANCIAL INFORMATION

Item 2. Management Discussion and Analysis or Plan of Opetian

Results of Operation
For the Six Months Ended June 30, 2017 and 2016
(amountsin billion pesos)

Restated %
Accounts 06/30/201 | 06/30/201 Change

Revenue P 181°% P 169.¢ 7.C%
Cost and Expens:t 145.] 136.- 6.3%
Income from Operations 36.4 33.1 9.9%
Other Charges 3.8 3.7 2.9%
Provision for Income Tax 6.5 5.8 12.3%
Non-controlling Interests 9.5 8.4 13.1%
Net Income Attributable to

Owners of the Parent P 16.6 P 15.2 9.0%

SM Investments Corporation and Subsidiaries (theuBy reported P16.6 billionNet Income

Attributable to Owners of the Parenf.0% higher than 2016, and P181.5 billi®@evenues
7.0% higher than 2016.

Income from Operationsicreased by 9.9% to P36.4 billion from P33.1lidmlin 2016. Operating
Margin and Net Margin is at 20.1% and 14.4%, respely.

The ratio ofNon-Foodto Food sales in 2017 and 2016 is 48:52 and 49:51, rasp8ct

As of June 30, 2017SM Retail had 2,072 stores nationwide, namely: 58M Stores
50 SM Supermarkets170 Savemorestores, 44SM Hypermarkets 41 WalterMart stores and
1,709 Specialty stores.

Real Estate Salgacreased by 4.5% to P13.7 billion from P13.1idmilin 2016 due primarily to higher
construction accomplishment of projects launchetf2014 to 2015 namelyphore 2 Residencés
Pasay,Air Residencesn Makati, Cool Residences Tagaytay,Fame Residences Mandaluyong,
Trees Residencé€®h2) in Fairview an®outh Residencés Las Pifias and continued increase in sales
take-up of Ready-for-Occupancy (RFO) projects dusttong demand.

Real Estate Gross Margimproved to 48.8% from 46.6% in 2016. This igibtitable to efficient
management and tighter monitoring and control oftwiction costs.
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Rent Revenyeaderived mainly from the mall operations of SMrRei Holdings, Inc. (SM Prime),
increased by 12.9% to P20.5 billion from P18.2idillin 2016. The increase iRent Revenues
primarily due to the new malls which opened in 2016 and 2017, namel$M Seaside Citg€eby
SM City East Ortigas, SM City Cabanatuan, SM Céy $ose Del Monte, SM City Trece Martir&M
CDO Downton PremieandS Maisonn SM Mall of Asia as well as the expansion of ghing spaces
in SM City lloiloandSM Center Molino Excluding the new malls and expansions, sanre-sental
growth is at 7%. Rentals from hotels and conventienters also contributed to the increase dueeto t
opening of Conrad Manila in June 2016 and the ivgment in average room and occupancy rates.

As of June 30, 201BM Primehad 63 malls in the Philippines and 7 malls inr@hi

Dividend, Management Fees and Othiexreased by 43.2% to P4.6 billion from P3.2 billim 2016
due mainly to higher dividends received from cartassociates in 2017, higher hotel food and
beverage revenues due to the openinGafrad Manilg and higher management and service fees in
2017 which are computed based on percentage of.saldher revenues also include income for
promotional activities highlighting products, conssion from bills payment, prepaid cards and show
tickets, advertising income and sponsorship revenue

Selling, General and Administrative Expenseseased by 9.6% to P40.8 billion from P37.2idaillin
2016 due mainly to additional operating expensses@ated with new or renovated retail stores and
malls and new real estate projects.

Other Charges (netincreased by 2.9% to P3.8 billion from P3.7 billiom 2016. Other Charges
consist mainly ofnterest Expensahich increased by 19.8% to P6.6 billion from PBilon in 2016,
Interest Incomewhich increased by 18.9% to P2.0 billion from Pbilfion in 2016, andForeign
Exchange Gainand Othersvhich increased to P0.8 billion from PO.1 billion2016.

Provision for Income Takcreased by 12.3% to P6.5 billion from P5.8 billin 2016 due to higher
taxable income. The effective income tax rate9i®% in 2017 and 19.6% in 2016.

Non-controlling Interestsncreased by 13.1% to P9.5 billion in 2017 from4Pillion in 2016 due to
the increase in net income of certain partly-owsigolsidiaries.
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Financial Position
As of June 30, 2017 and December 31, 2016
(amountsin billion pesos)

0,
Accounts 06 /30/201 12,31/ 201 Ch:nge

Current Assel P 20.C P 219. -8.3%
Noncurrent Assets 715.3 642.4 11.4%
Total Assets P 916.3 P 8615 6.4%
Current Liabilities P 1722 P 134.8 27.7%
Noncurrent Liabilities 316.0 311.9 1.3%
Total Liabilities 488.2 446.7 9.3%
Total Equity 428.1 414.8 3.2%
Total Liabilities and

Equity P 916.3 P 8615 6.4%

Total Assetdancreased by 6.4% to P916.3 billion from P861lkdni in 2016. On the other hand, total
Liabilities increased by 9.3% to P488.2 billion from P446lifdni in 2016.

Current Assets

Current Assetslecreased by 8.3% to P201.0 billion from P219libhiin 2016.

Cash and Cash Equivalentecreased by 17.8 % to P61.6 billion from P74l8ohiin 2016 due
mainly to dividend payments of SMIC and SM Priméditional investments in associate companies

and payment of trade payables, net of SM Priméaslirieond proceeds.

Time Depositslecreased by 28.6% to P17.5 billion from P24.5dpilin 2016. This is attributable to
deposits which matured during the period.

Investments Held for Trading and Sahereased by 12.1% to P3.9 billion from P3.5 biiliin 2016
due mainly to reclassification of maturing bondsrirnoncurrent to current.

Noncurrent Assets

Noncurrent Assetisicreased by 11.4% to P715.3 billion from P642libh in 2016.

AFS Investmentsicreased by 9.9% to P20.5 billion from P18.7idmllin 2016 due mainly to the
increase in market value of certain AFS investments

Investments in Associate Companies and Joint Vesitumcreased by 26.4% to
P229.1 billion from P181.2 billion in 2016. Thecirase mainly represents additional and new
investments in associate companies and equitytieara@ings of associates in 2017 partially offset b
dividends received from these associate companies.

Time Depositincreased by 16.6% to P49.0 billion from P42.0idsil in 2016 due mainly to new
investments.
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Land and Developmeiiicreased by 33.6% to P31.8 billion from P23.8dsilin 2016 due mainly to
new land acquisitions and construction accomplistimduring the period.

Current Liabilities
Current Liabilitiesincreased by 27.7% to P172.2 billion from P134l&h in 2016.

Bank Loansincreased by 62.9% to P22.8 billion from P14.0idnl in 2016 due mainly to loan
availments.

Current Portion of Long-term Debincreased by 134.0% to P59.9 billion from P25l6doi in 2016
due mainly to maturing debts.

Accounts Payable and Other Current Liabilitiedecreased by 6.0% to P83.9 billion from
P89.3 billion in 2016 due mainly to settlementrafie payables.

Income Tax Payablelecreased by 9.5% to P2.4 billion from P2.7 hillim 2016 due mainly to
payment of tax due.

Noncurrent Liabilities

Noncurrent Liabilitiesncreased by 1.3% to P316.0 billion from P3111Bdpi in 2016.

Long-term Debt - Net of Current Portiatecreased by 0.6% to P278.6 billion from P280l&hiin
2016 due mainly to reclassification of maturingtdetb current, partially offset by new availments.

Tenants’ Deposits and Otheirscreased by 23.1% to P29.2 billion from P23.Tidsilin 2016. This is
due mainly to new malls and expansions and increasestomers’ deposits from residential buyers.

Equity

Total Equity increased by 3.2% to P428.1 billion from P414)8dni in 2016. The increase pertains
mainly to the P16.6 billion net income in the fitgalf of 2017 partially offset by the P9.4 billion
dividend declaration, P4.7 billion increase Nilon-controlling Interestand P1.7 billion higheNet
Unrealized Gain on Available-for-sale Investments

The Company has no known direct or contingent fiferobligation that is material to the Company mepens, including any
default or acceleration of an obligation. The Camphas no off-balance sheet transactions, arragmgsnobligations during
the reporting period and as of the balance sheet da

There are no known trends, events, material charggmssonal aspects or uncertainties that are expeot affect the
Company’s continuing operations.



Key Performance Indicators

The following are the key financial ratios of theo@p as at June 30, 2017 and December 31, 2016 and
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for the periods ended June 30, 2017 and 2016:

06/30/2017 12/31/2016
Current Ratio 1.2 1.6
Asset to Equity 2.1 2.1
Debt-equity Ratios:
On Gross Bas 54 : 4¢ 52 : 4¢
On Net Basis 43 : 57 37 : 63
Return on Equity 10.7% 10.7%
06/30/2017 06/30/2016
Revenue Grow 7.C% 9.1%
Net Income to Revenues 14.4% 13.9%
Net Income Growth 9.0% 10.3%
EBITDA (in billions of Pesos P43.:B P39.4B
Interest Cover 6.6 7.2X

Current ratio decreased to 1.2 from 1.6 in 2016 chanly to the decrease @urrent Assetof
8.3% coupled with an increaseQurrent Liabilitiesof 27.7%.

Gross debt-equity ratio slid to 54:46 in 2017 fr6#148 in 2016 due to higher increase in gross debt
12.9% compared to increaselquity Attributable to Owners of the Pareot only 2.9%.

Net Debt-equity ratio slid to 43:57 from 37:63 Q15 due to the 31.2% increase in net debt from

P174.8 billion to P229.3 billion in 2017 attribulabmainly to higher gross debt and low&ash and
Cash Equivalents

The drop in revenue growth to 7.0% from 9.1% in@@® attributable mainly to the lower growth of
Merchandise Salesf 5.9% in 2017 compared with 9.5% in 2016.

The lower net income growth of 9.0% in 2017 from3B6 in 2016 is attributable mainly to the lower
growth in revenue in 2017 compared to 2016.

EBITDA increased by 9.9% to P43.3 billion from P8%illion in 2016 due mainly to the
9.9% increase in income from operations.

Interest cover decreased to 6.6x from 7.2x in 20ié6to 9.9% increase in EBITDA vs. 19.8% increase
in Interest Expense
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The manner by which the Company calculates theytong indicators is as follows:

1. Current Ratio Current Assets
Current Liabilities

2. Asset to Equity Ratio _ Total Assets
Total Equity

3. Debt — Equity Ratio

a. Gross Basis Total Interest Bearing Debt
Total Equity Attributable to Owners of tharBnt + Total Interest Bearing Debt

b. Net Basis Total Interest Bearing Debt less Cash @ash Equivalents (excluding Cash on
hand), Time Deposits, Investment in Bonds Held Tording and Available for
Sale

Total Equity Attributable to Owners of the ParentTotal Interest Bearing
Debt less Cash and Cash Equivalents (excludingh Gas hand), Time
Deposits, Investments in Bonds Held for Tradind Amailable for Sale

4. Revenue Growth Total Revenues (Current Period) - 1
Total Revenues (Prior Period)

5. Net Income to Revenue Net Income After Tax
Total Revenues

6. Net Income Growth Net Income Attributable to Owsef the Parent (Current Period) - 1
Net Income Attributable to Owners of the ParenidiPPeriod)

7. Return on Equity Net Income Attributable to Ownefshe Parent (Annualized)
Average Equity Attributable to Owners of tharent

8. EBITDA Income from Operations + Depreciation 8&nArtization

9. Interest Cover EBITDA
Interest Expense
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Expansion Plans / Prospects for the Future

Property Group
SM Prime plans to spend at least P50.0 billion dtaer next two years to support its development
goals.

Three new malls are scheduled to open in the sdealfidf 2017. By yearend, SM Prime will have 66
malls in the Philippines and 7 malls in China. atidition, 15,000 to 18,000 residential units inhhig
rise, mid-rise and house and lot developments véllaunched. These new units will be located in
Metro Manila and other key cities in the provinces.

In the commercial segment, the constructionThfee E-com Centeand Four E-com Centemill
continue with completion scheduled in 2018 and 20@€pectively.

Retail Group
For the second half of 2017, the Retail Group W@l opening 1SM Store 1 SM Supermarket
1 Savemorestore, 1Hypermarket5 WalterMart stores and 133 Specialty stores.

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

Item 3. Aging of Accounts Receivable — Trade

SM Investments Corporation and Subsidiaries
Aging of Accounts Receivable - Trade

As of June 30, 2017

(in Thousands)

Receivable from tenants

Third-party tenants P 6,150,680

Related-party tenants 565,994
Receivable from real estate buyers

- net of non-current portion 24,572,731

Other trade receivable 14,218
Total P 31,303,62
Aging:
Neither past due nor impair o) 26,270,788
31-90 days 1,144,507
91-120 day 450,66(
Over 120 days 2,406,159
Impairec 1,031,'09
Total P 31,303,62

Allowance for impairment loss P 1,031,509
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PART II - SIGNATURE

Pursuant to the requirements of the Securities Regn Code, the issuer has duly caused this répdre

signed on its behalf by the undersigned thereuuty alithorized.
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Date: 08-14-17

Ffanklin'C. Gomez__/
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