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PART | FINANCIAL INFORMATION

Item 1. Interim Condensed Consolidated Financial tAtements

SMINVESTMENTSCORPORATION ANDSUBSIDIARIES

Interim Condensed Consolidated Financial Statements

As at September 30, 2017

and for the Nine-Month Periods Ended Septembe@07 and 2016

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



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED BALANCE SHEETS

(Amounts in Thousands)

September 30, December 3:
2017 2016
(Unaudited) (Audited)
ASSETS
Current Assets
Cash and cash equivalents (No) P66,426,466 B74,947,73
Time deposits (Note) 18,873,957 24,473,54
Investments held for trading and sale (Note 7) 2,319,686 3,456,752
Receivables (Notes 8 and 24) 30,996,840 31,346,702
Merchandie inventories at cost (Note 2) 28,959,949 25,825,29
Other current assets (Not) 64,738,299 59,044,13
Total Current Asse 212,315,197 219,094,15
Noncurrent Assets
Available-for-sale investments (Note 10) 25,557,359 18,675,233
Investments in associate cornies and joint ventures (Note) 233,121,520 181,228,51
Time deposits (Notes 6 and) 43,236,802 42,041,22
Property and equipment (Note 12) 20,854,754 20,950,217
Investment properties (Note 13) 284,855,647 270,146,508
Land and development (Note) 36,416,193 23,825,55
Intangibles (Note 1) 25,621,366 25,711,76
Deferred tax assets (Note 22) 2,580,978 2,527,745
Other noncurrent assets (Note 15) 57,820,253 57,261,459
Total Noncurrent Assets 730,064,872 642,368,226

P942,380,069

P861,462,381

LIABILITIES AND EQUITY
Current Liabilities

Bank loans (Notes 16 and 23) B20,175,179 B13,987,765

Accounts payable and other current liabilities @bd7) 86,571,301 89,259,033

Income tax payab 1,998,128 2,683,71!

Current portion of lon-term debi(Notes 1ianc 23) 60,463,549 25,601,58

Dividends payable 2,883,19; 3,302,828
Total Current Liabilities 172,091,349 134,834,923

Noncurrent Liabilities

Long-term deb* net of current portiol

(Notes 18, 23 and 24) 288,906,281 280,254,227

Deferred tax liabilities (Note 22) 8,117,531 7,888,395

Tenants’ deposits and others (Note 24) 30,983,457 23,737,574
Total Noncurrent Liabilities 328,007,269 311,880,196
Total Liabilities 500,098,618 446,715,119

(Forward)



September 30, December 31,
2017 2016
(Unaudited) (Audited)
Equity Attributable to Owners of the Parent
Capital stock (Note J) P12,045,82 B12,045,82
Additional paic-in capital (Note 1) 76,358,30 76,347,22
Equity adjustments from common control transactidste 19) (5,424,455) (5,424,455)
Cost of Parent common shares held by subsidiaries (25,386) (25,386)
Cumulative translation adjustme 1,042,841 1,216,711
Net unrealized gain on availa-for-sale investment 14,562,69 10,780,43
Re-measurement gain on defined benefit asset/dioiga 34,89¢ 34,895
Retained earnings (Note 19)
Appropriatet 36,000,00 36,000,000
Unappropriated 183,941,26 169,508,122
Total Equity Attributable to Owners of the Pai 318,535,919 300,483,332
Non-controlling Interests 123,745,52 114,263,880
Total Equity 442,281,451 414,747,262
942,380,069 P861,462,381

See accompanying Notes to Interim Condensed Cdaseati Financial Statements.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

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

Nine-Month Periods EndedSeptember 3!

2017 2016
(Unaudited) (Unaudited)
REVENUES
Sales
Merchandise B197,910,568 B186,044,758
Real estate 20,132,684 18,437,453
Rent 31,030,217 27,294,682
Equity in net earnings of associate companies aintl yentures 12,064,364 11,198,023
Cinema ticket sales, amusement and others 4,639,292 4,704,420
Dividend, management fees and ott 6,407,09: 5,024,714
272,184,217 252,704,127
COST AND EXPENSES
Cost of sales:
Merchandise (Note 2 146,089,51 138,233,94
Real estate 10,382,973 9,677,477
Selling, general and administrative expenses 62,061,657 56,767,638
218,534,14 204,679,05
OTHER INCOME (CHARGES)
Interest expense (10,395,062) (8,524,527
Interest income 2,954,438 2,553,97.
Gain on fair value changes on derivatives - net 19,500 33,08t
Foreign exchange gain and others 655,236 108,551
(6,765,888) (5,828,917)
INCOME BEFORE INCOME TAX 46,884,182 42,196,155
PROVISION FOR INCOME TAX
Current 9,390,979 8,232,366
Deferred 156,553 141,329
9,547,532 8,373,695
NET INCOME B37,336,650 B33,822,460
Attributable to
Owners of the Parent B23,792,692 B22,014,498
Non-controlling interests 13,543,958 11,807,962
P37,336,650 B33,822,460
Basic/Diluted Earnings Per Common Share
Attributable to Owners of the Parent (Note 25) B19.75 P18.28

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)

Three-Month Periods Ended September 30

2017 2016
(Unaudited) (Unaudited)
REVENUES
Sales
Merchandise B66,299,973 B61,716,866
Real estate 6,421,722 5,317,643
Rent 10,527,753 9,128,873
Equity in net earnings of associate companies aintl yentures 4,212,505 3,633,554
Cinema ticket sales, amusement and others 1,363,973 1,434,133
Dividend, management fees and ott 1,79767¢ 1,805,272
90,623,604 83,036,341
COST AND EXPENSES
Cost of sales:
Merchandise 48,794,60 45,948,91
Real estate 3,362,851 2,675,665
Selling, general and administrative expenses 21,252,443 19,527,886
73,409,89 68,152,46
OTHER INCOME (CHARGES)
Interest expense (3,799,988) (3,017,720)
Interest income 981,78: 895,204
Gain on fair value changes on derivatives - net 2,673 -
Foreign exchange gain (loss) and others (105,537 30,466
(2,921,070) (2,092,050)
INCOME BEFORE INCOME TAX 14,292,638 12,791,829
PROVISION FOR (BENEFIT FROM) INCOME TAX
Current 3,116,335 2,568,180
Deferred (38,284) 42,264
3,078,051 2,610,444
NET INCOME B11,214,587 B10,181,385
Attributable to
Owners of the Parent B7,200,562 B6,796,515
Non-controlling interests 4,014,025 3,384,870
P11,214,587 P10,181,385
Basic/Diluted Earnings Per Common Share
Attributable to Owners of the Parent P5.98 B5.64

See accompanying notes to Interim Condensed Cdasadi Financial Statements.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE IN COME

(Amounts in Thousands)

Nine-Month Periods Ended September 3!

2017 201¢
(Unaudited) (Unaudited
NET INCOME P37,336,650 B33,822,46
OTHER COMPREHENSIVE INCOME
Items that will be reclassified to profit or loss h subsequent periods
Net unrealized ga on available-for-sale investments 3,815,269 1,615,20
Share in unrealized gain on available-for-sale stments of associates - net 458,46! 31,94!
Cumulative translation adjustment (292,236 (1,128,923
Income tax relating to items to be reclassifiegrofit or loss in subsequent periods (19,350 551,05
3,962,14 1,069,25
TOTAL COMPREHENSIVE INCOME B41,298,798 B34,891,71
Attributable to
Owners of the Parent B27401,07! B23,020,91
Non-controlling interests 13,897,723 11,870,79
R41,298,798 B34,891,71

See accompanying Notes to Interim Condensed Cdaseati Financial Statements.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE IN COME

(Amounts in Thousands)

Three-Month Periods EndedSeptember 3I

2017 201¢
(Unaudited) (Unaudited
NET INCOME P11,214587 B10,181,85
OTHER COMPREHENSIVE INCOME (LOSS)
Items that will be reclassified to profit or loss h subsequent periods
Net unrealized ga on available-for-sale investments 2,535,0&@ 2,70¢
Share in unrealized gain (loss) on available-fde-gavestments of associates - net 183,96. (478,394
Cumulative translation adjustment 226,15: (176,679
Income tax relating to items to be reclassifiegrofit or loss in subsequent periods 29,05 161,16¢
2,974,25. (491,195
TOTAL COMPREHENSIVE INCOME P14,188,83 B9,690,190
Attributable to
Owners of the Parent B9,390,56 B6,389,563
Non-controlling interests 4,798,2B 3,300,627
P14,188,83 B9,690,190

See accompanying Notes to Interim Condensed Cdasadi 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 B12,045,82 B76,347,22 (B5,424,455) (B25,386) P1,216,718 £10,780,430 3889t B36,000,00 B£169,508,122 P300,483,382 114,263,880 418747,26
Net income - - - - - - - - 23,792,69 23,792,69 13,543,958 37,336,65
Other comprehensive income - - — - (173,877) 3,782,260 - - = 3,608,383 353,765 3,962,14
Total comprehensive income - - - - (173,877 3,782,260 - - 23,792,69 27,401,07 13,897,723 41,298,79
Sale of non-controlling interests by a subsidiary - 11,071 - - - - - - - 11,07: - 11,07:
Cash dividends - B7.77 per share - - - - - - - - (9,359,609) (9,359,609) - (9,359,608
Cash dividends received by non-controlling intesest - - - - - - - - - - (4,595,628) (4,595,628
Decrease in non-controlling interests — — — — — — — — — — 179,557 179,55
As at September 30, 2017 (Unaudited) B12,045,82 B76,358,30 (B5,424,455) (B25,386) B1,042,841 B14,562,690 3889! B36,000,00 £183,941,205 P318,535,919 B123,745,532 44828145
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 - - — 5,79: - (85,287) 40,58! 79,45: 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 - - - - - - - - 22,014,49 22,014,49 11,807,962 33,822,46
Other comprehensive income — - — — (701,021) 1,707,440 — - — 1,006,419 62,837 1,069,25!
Total comprehensive income - - - - (701,021 1,707,440 - - 22,014,49 23,020,91 11,870,799 34,891,71
Common control transactions - - 502,706 - - - - - - 502,706 - 502,70t
Stock dividends - 50% 4,015,275 (52,396) - - - - - - (4,015,275) (52,396) - (52,396
Cash dividends - R10.63 per share - - - - - - - - (8,536,467) (8,536,467) - (8,536,467
Cash dividends received by non-controlling intevest - - - - - - - - - - (4,100,578) (4,100,578
Decrease in non-controlling interests — - — — - — — - — - (257,797) (257,797
As at September 30, 2016 (Unaudited) 12@45,82 B76,347,22 (24,716,164) (B25,386) B356,730 214,431,800 248 53: B36,000,00 B2160,318,316 B£295,006,886 B£111,548,192 4068555,07

See accompanying Notes to Interim Condensed Cdasedi Financial Statements.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in Thousands)

Nine-Month Periods EndedSeptember 3!

2017 2016
(Unaudited) (Unaudited
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax B46,884,18 B42,196,155
Adjustments for:
Equity in net earnings of associate companieg@ntiventures (12,064,36¢ (11,198,023)
Interest expense 10,395,06 8,524,527
Depreciation and amortization (Notes 12, 13 and 15 10,395,31 9,512,333
Interest income (2,954,438 (2,553,974
Dividend, management fees and ot (139107) (108,173
Unrealized foreign exchange loss and others 147,96! 191,454
Gain on fair value changes on derivatives - net (19,500 (33,085)
Income before working capital chan 52,645,11 46,531,21
Decrease (increase) in:
Receivables 1,259,81. 1,707,017
Merchandise inventories (3,134,65¢ (4,070,534)
Other current assets 3,653,68! 6,150,589
Land and development (27,302,312 (11,869,091)
Increase (decrease) in:
Accounts payable and other current liabilities (5,293,100 (12,288,901)
Tenants’ deposits and others 6,902,63i 1,185,610
Net cash generated from operati 28,731,17 27,345,904
Income tax paid (10,084,694 (8,072,320)
Net caskprovided by operating activities 18,646,48 19,273,584
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of:
Held for trading investments 30,00( -
Property and equipment 138,25¢ 404,949
Investment properties 46,62¢ 16,896
Proceeds from sale and maturity of available-fde-ga/estments 1,844234 1,872,991
Additions to:
Investment properties (Note) (18,265,44) (18,408,981
Property and equipment (Note) (3,539,6!0) (3,908,802
Available-for-sale and held for trading investngent (2,540,75C (2,156,539)
Investments in associate companies and joint vesitu (42,357,59¢ (188,050)
Decrease (increase) in:
Time deposits 5,600,49 903,129
Other noncurrent ass 4,660,79 (9,079,221
Dividends received 3,122,09 3,536,513
Interest received 2,504,65: 2,149,778

Net cash used in investing activil

(48,756,29¢

(24,857,337)

(Forward)



Nine-Month Periods EndedSeptember 3!

2017 201¢
(Unaudited) (Unaudited
CASH FLOWS FROM FINANCING ACTIVITIES
Availments of:
Long-term debt B44,011,88 B41,852,823
Bank loan 44,694,422 8,075,50!
Payments o
Long-term debt (4,351,837) (31,401,375)
Bank loans (38,507,011) (6,412,824)
Interest (10,405,163 (8,865,080)
Dividends (14,374,94) (12,800,884)
Net casl provided by (used in) financing activities 21,067,048 (9,551,840)
NET DECREASE IN CASH
AND CASH EQUIVALENTS (9,042,762 (15,135,593)
EFFECT OF EXCHANGE RATE CHANGES
ON CASH AND CASH EQUIVALENTS 521,497 33,448
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) B66,426,466 B43,180,586

See accompanying notes to Interim Condensed Cdasedi Financial Statements.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

NOTES TO INTERIM CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

1. Corporate Information

SM Investments Corporation (SMIC or Parent Compavag incorporated in the Philippines on
January 15, 1960. On June 3, 2009, the Philippewirities and Exchange Commission (SEC)
approved the amendment of the Parent Companydemf incorporation for the extension of its
corporate life for another 50 years from January2D3.0. Its registered office address is 10th
Floor, One E-Com Center, Harbor Drive, Mall of ASlamplex, CBP-1A, Pasay City 1300.

The Parent Company and its subsidiaries (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 publiaiet 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
November 8, 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 finahnstruments, investments held for trading and
available-for sale (AFS) investments which havenbeeasured at fair value.

The interim condensed consolidated financial statémas at September 30, 2017 and for the
nine-month periods ended September 30, 2017 ardl f2de been prepared in accordance with
Philippine Accounting Standard (PAS) 34, Interimagicial Reporting. The interim condensed
consolidated financial statements are present&thilippine Peso, which is the Parent Company’s
functional and presentation currency under Phifipgtinancial Reporting Standards (PFRS). All
values are rounded to the nearest thousand Pesptexhen otherwise indicated.

The interim condensed consolidated financial statemdo not include all the information and
disclosures required in the annual consolidateshfifal statements, and should be read in
conjunction with the Group’s audited consolidatiedfcial 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. ASegtember 30, 2017, there were no significant
changes in the Parent Company’s ownership interredts subsidiaries.

Significant Accounting Judgments, Estimates andiAgsgtions

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. G&saimghese estimates and assumptions could
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 signifid@anges in accounting judgments, estimates,
and assumptions that affect the amounts reportéteioonsolidated 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 summarizeh@ial 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 angpdétngn the Group’s consolidated financial
statements.

Amendments to PAS Btatement of Cash FlopBisclosure Initiative require an entity to
provide disclosures that enable users of finarstétements to evaluate changes in liabilities
arising from financing cash flows, changes arigiogn obtaining or losing control of
subsidiaries or other businesses, effect of chaimgeseign exchange rates and fair values.
On initial application of the amendments, entites 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 asselated 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, residardind commercial development and hotels and
convention centers operations. The mall segmergldes, conducts, operates and maintains the
business of modern commercial shopping centerabihdisinesses related thereto such as the
conduct, operation and maintenance of shoppingcephaces for rent, amusement centers and
cinemas within the compound of the shopping centResidential and commercial segments are
involved in the development and transformation aefonresidential, commercial, entertainment
and tourism districts through sustained capitagéstments in buildings and infrastructure. The
hotels and convention centers segment engagesl icaanes on the business of hotels and
convention centers and operates and maintainsrahglbservices 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

Nine-Month Period Ended September 30, 2017 (Unaudit)

Financial
Services
Property Retail and Others Eliminations Consolidated
(In Thousands)
Revenue:
External customers B59,210,294 R202,315,014 B10,658,909 B- B3A2217
Inter-segment 8,695,26 4,007 (1,367,39) (7,331,87) —
B67,905,55 B202,319,02 P9,291,51. (B7,331,871 P272,184,21
Income before income tax P27,951,699 B12,070,514 B3,442,215 B3,419,754=46,884,182
Provision for income tax (5,991,344 (3,520,630 (64,499 28,94: (9,547,532
Net incom B£21,960,35 B£8,549,88. B3,377,71 £3,448,69! P37,336,65
Netincome attributable to:
Owners of the Parent B21,508,44 B7,730,87 B3,377,71 (P8,824,34)  B23,792,69
Non-controlling interests 451,91( 819,01: - 12273035 13,543,95

Nine-Month Period Ended September 30, 2016 (Unadjit

Financial
Services
Property Retail and Others Eliminations Consolidated
(In Thousands)
Revenue:
External customers B52,888,263 B189,823,865 99R&H99 B- B252,704,127
Inter-segment 8,683,380 208,790 9,042,752 (179223 -
P61,571,643 PR190,032,655 B19,034,751 (R17,23),9R252,704,127
Income before income tax B24,320,314 B10,949,069 B3,441,729 B3,485,043 B42,196,155
Provision for income tax (5,017,564) (3,208,550) (67,642) (79,939) (8,373,695)
Net incom B19,302,750 7,740,519 B3,374,087 B3,405,104 3,823,460

Net income attributable 1
Owners of the Parent B18,860,746 B7,027,443 37R387 (B7,247,778) B22,014,498
Non-controlling interests 442,004 713,076 - 10,882 11,807,962




5. Cash and Cash Equivalents

This account consists of:

September 30, December 31,

2017 2016
(Unaudited) (Auditec)
(In Thousand:
Cash on hand and in banks (Note) B6,788,862 E8,260,50:
Temporary investments (Note 20) 59,637,604 66,687,223

P66,426,466 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:

September 30, December 31,

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

18,873,957 B24,473,541
43,236,80 42,041,22
P62,110,759 P66,514,768

Current
Noncurrent

The time deposits as at September 30, 2017 andhibexe31, 2016 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:

September 30, December 31,
2017 2016
(Unaudited) (Audited)

(In Thousands)

Investments held for trading -

Bonds B271,80: B296,59¢
AFS investments (Note 10):
Bonds and corporate not 1,391,80! 2,495,551
Shares of stock -
Listed 656,076 664,606
2,047,882 3,160,156

P2,319,68 £3,456,75.




8. Receivables

This account consists of:

September 30, December 31,

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

Real estate buye B38.60%,562 B34,702,52
Third-party tenants 5,999,626 6,390,291
Related-party tenants (Note 20) 426,482 582,146
Other: 29,13¢ 143,75¢
Due from related parties (Note 20) 295,736 631,342
Management and service fees (Note 20) 318,615 303,340
Dividends (Note 20) 151,049 87,273
Total 45,824,209 42,840,672
Less allowance for impairment loss 1,060,926 967,343

44,763,283 41,873,329

Less noncurrent receivables from
real estate buyers (Note 15) 13,766,443 10,526,627
P30,996,840 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:

September 30 December 31,

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

Land and development (Note 14) P30,942,08 R27,228,525
Prepaid taxes and other prepayments 9,097,26 7,881,610
Advances and deposits 7,261,74 6,797,245
Condominium and residential units for sale 7,138,90 5,241,346
Nor-trade receivables 3,100,009 3,605,983
Input tax 2,217,46 2,281,727

Derivative asset 1,770,93 -
Receivable from banks 1,320,65! 3,365,644

Accrued interest receivable (Note) 1,061,15! 611,37!
Escrow fund (Note 20) 41,77¢ 209,974
Notes receivable (Ncs 15 and 20) - 981,435

Other: 786,23! 839,27!

P64,738,29 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.

September 30, December 31,

2017 2016
(Unaudited) (Auditec)
(In Thousands)

Balance at beginning of year B5,241,346 B8,294,523
Transfer from land and development (Note 14) 4,270,330 3,516,449
Recognized as cost of real estate sold (2,453,692) (6,537,177)
Adjustment to cost 80,923 (32,449)
Balance at end of period B7,138,907 B5,241,346

10. Available-for-sale Investments
This account consists of:
September 30, December 31,
2017 2016
(Unaudited) (Audited)

(In Thousands)

Shares of stock:

Listec P21,887,854 B16,864,87
Unlisted 61,405 61,405
Bonds and corporate notes 5,640,602 4,893,300

Club share 15,38( 15,81(
27,605,241 21,835,389

Less curret portion (Note ) 2,047,882 3,160,15!

P25,557,359 P18,675,233

Investments in bonds and corporate notes bear fineckest 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 B51.9 billion increase in this account pegarainly 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 311,122 98,951 361,531 503,654 416,160 1,020,579 ,4596 791,194 3,539,650
Reclassifications 227,604 151,789 134,447 (151,616) 105,733 205,925 (246,983) (595,849) (168,950)
Disposals/retirements (2,310) (198,474) (26,544) (25,992) (1,024) (157,531) (23,483) (112,491) (547,849)
As at September 30, 2017 (Unaudited) P12,513,813 P3,098,046 P6,778,616 P8,689,108 B7,463,249 P16,603,074 P861,564 P1,291,652 B57,299,122
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 579,830 259,473 e, 546,862 542,340 1,056,668 79,750 - 3,509,085
Reclassifications (1,193) 54 34,728 (30,053) 1,329 (139,800) (44,633) - (179,568)
Disposals/retirements (1,519) (198,449) (21,835) (24,393) (757) (153,564) (10,686) — (411,203)
As at September 30, 2017 (Unaudited) P4,836,359 B2,104,774 B5,403,465 B5,804,241 , 1686436 P12,419,448 B715,645 B— P36,444,368

Net Book Value
As at September 3/, 2017 (Unaudited B£7,677,45. B£993,27: B1,375,15 B2,884,86 B2,302,81: £4,183,62 B145,91¢ B1,291,65: B£20,854,75
As at December 31, 2016 (Audited) 7,718,156 1,682,0 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 3,076,200 6,482,158 1,910,649 6,796,440 18,265,447
Reclassifications 1,254,971 2,915,490 (25,666) (3,037,116) 1,107,679
Translation adjustment 70,372 2,286,589 180,200 , 7280 2,737,909
Disposals (11,484) (260,588) (22,344) — (294,416)
As at September 30, 2017 (Unaudited) P73,791,381=218,555,836 B35,118,341 B28,421,121 B352,886,67
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 160,903 4,669,594 969,333 - 6,795,830
Reclassifications - 1,270 - - 1,270
Translation adjustment 34,791 301,868 88,228 - 8874,
Disposals (11,484) (83,028) (19,995) — (114,507)
As at September 30, 2017 P1,938,791 P44,986,060=21,P06,181 B— P68,031,032
Net Book Value
As at September 3|, 2017 (Unaudited P71,852,59 B170,569,77 B14,012,16 B28,421,12 P284,855,64
As at December 31, 2016 (Audited) 67,646,741 16188 14,002,887 24,461,049 270,146,508

Construction in progress as at September 30, 28dtd@ips to construction costs incurred for SM
Center Tuguegarao Downtown, SM Olongapo 2, SM Lgn&# Pulilan, SM Urdaneta Purido, SM
Legazpi, SM Dagupan Arellano, Three Ecom Centeuy lEmom Center and the ongoing
redevelopment of SM Mall of Asia.

Interest capitalized to the construction of invemtibproperties amounted to B1,928.0 million
and B2,921.0 million as at September 30, 201 mwmber 31, 2016, respectively. Capitalization
rates used in 2017 and 2016 ranged from 2.4% #6 4rid 2.4% to 4.8%, respectively.

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

The fair value of investment properties is categgtiunder 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:

September 30 December 3:

Balance at beginning of year
Development cosincurrec
Cost of real estate sold

Transfer to condominium and residential units tdegNote 9)

Land acquisition
Borrowing cost capitalized

Transfer from (to) investment property
Transfer from (to) property and equipment and aher

Balance at end of period
Less current portion (Note 9)

2017 2016
(Unaudited) (Audited)
(In Thousands)
P51,054,08 P47,201,32
13,483,65 12,800,02
(7,929,28) (6,659,341
(4,270,330 (3,516,44¢
13,818,65 1,145,980
463,86! 37,060
581,53 -
156,0@ 45,484
67,358,25 51,054,08
30,942,08 27,228,52
P36,416,19 B23,825,55

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

from 3.1% to 4.7% in 2017 and 3.5% to 4.2% in 2016.

15. Intangibles and Other Noncurrent Assets

Intangible Assets
This account consists of:

September 30, December 3:

2017 2016
(Unaudited) (Audited)

(In Thousands)
Goodwill P17,398,491 B17,398,49
Less accumulated impairment | 91,62C 91,62(
Net book valu 17,306,871 17,306,87
Trademarks and brand nar 8,314,4% 8,404,89

P25,621,366 B25,711,76
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Other Noncurrent Assets
This account consists of:

September 30 December 3:

2017 2016
(Unaudited) (Audited
(In Thousand:

Deposits and advance rentals B17,272,42 B17,767,51
Receivables from real estate buyers (Note 8) 13,766,44 10,526,62
Land use rights 10,444,86 9,727,575
Long-term notes (Notes 20 and 24) 6,512,841 6,876,128
Derivative assets (Note 24) 3,789,34 6,757,361
Deferred input VAT 2,642,92 2,544,100
Defined benefit asset 700,74 629,65¢
Escrow fund (Note 20) 132,46 132,46l
Other: 2,558,23 2,300,041

P57,820,25 P57,261,45

In March 2017, a 7-year loan amounting to US$15dillion was extended to Carmen Copper
Corporation, a wholly owned subsidiary of AtlasheTloan bears fixed interest that starts at 5.0%
and escalates annually up to 10.0%, payable qlyarter

16. Bank Loans

This account consists of:

September 30, December 3:
2017 2016
(Unaudited) (Auditec)

(In Thousands)

Parent Compan

U.S. dollar-denominated B— B2,983,200

Peso-denominated 7,500,000 4,800,000
Subsidiaries:

Peso-denominated 12,675,179 6,204,565

P20,175,179 P13,987,76

The unsecured U.S. dollar-denominated loans béanest ranging from 1.2% to 2.0% in 2016,

whereas the peso-denominated loans bear intereghgafrom 2.5% to 3.3% 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:

September 30 December 3:

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

Trade B47,852,89 B54,189,53

Accrued expenses 12,423,09 12,083,63

Nontrad« payable 6,997,35 5,825,07
Tenants and customers’ deposits 5,663,06 5,938,921
Payable arising from acquisition of land 4,648,30 3,067,669
Payable to government agencies 1,946,68 2,949,740
Accrued interest payable (Note 20) 4,067,38 2,335,604

Due to related parties (Note 20) 338,041 708,76
Gift checks redeemable and others 2,634,53 2,160,088

P86,571,30 P89,259,03

18. Long-term Debt

This account consists of:

September 30  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%; Unsecured B86,696,75 B75,660,07
September 19, 2017 June 10, 2024 Floating six-month and

three-month LIBOR +
margin; semi-annual
and quarterly
Peso-denominated July 16, 2012 - January 14, 2019 - Fixed 4.4%-6.9%; Unsecured

September 5, 2017 September 5, 2024 PDST-R2 + margin;
semi-annual and

quarterly
Subsidiaries
U.S. dolla-denominate  December 7, 201- August 30, 201~ LIBOR + spread; ser- Unsecure
May 8, 2017 March 27, 2022 annual
China Yuan Renminbi- July 28, 2015 - December 31,2019 - CBC rate less 10.0%; Secured
denominated June 7, 2017 June 1, 2020 quarterly
Peso-denominated January 12, 2012 -January 13, 2017 - Fixed 3.1%-6.7%; Unsecured
September 11, 2017 July 26, 2026 PDST-R2 + margin

73,171,87 66,327,22

57,128,17 55,241,17
1,066,33 524,743

133,084,47 109,920,28

Less debt issue cost

351,147,60 307,673,49
1,777,7D 1,817,683

Less current portion

349,369,83 305,855,80
60,463,54 25,601,58

P288,906,28  P280,254,22

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



-12 -

Repayment Schedule

The repayment schedule of long-term debt as ae8#yer 30, 2017 follows:

GrossDeb! Debt Issue Co Net Debi

(In Thousands)
Within 1 yea B60,584,59¢ B121,04¢ £60,463,54
More than 1 year to 5 years 207,364,633 1,206,872 206,157,76
More than 5 years 83,198,369 449,84! 82,748,52
P351,147,600 R1,777,770 349,369,83

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, d@¥ current ratio at a minimum of 0.30, and, certai
restrictions with respect to material change in esship or control. As at September 30, 2017 and
December 31, 2016, the Group is in compliance thighterms of its debt covenants.

19. Equity

Capital Stock
a. Common stock

Number of Shares
September 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 September 30, 2017 and December 31, 201@atent Company is compliant with the
minimum public float as required by the PSE.

The number of shareholders as at September 30,&@lDecember 31, 2016 is 1,252 and 1,244,
respectively.

b. Redeemable preferred shares

Number of share
September 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 shsuasSeptember 30, 2017 and December 31,
2016.

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

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

= Corporate restructuring to consolidate the Grougés 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 in6201

These acquisitions were considered as a combinatibansinesses 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 Septemb@03@,and 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 millior 201¢ 8,200,00(

New investments 2016-2020 9,000,000
E36,000,00

b. Unappropriated
The Parent Company’s cash dividend declaratio291Y 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, 2016 May 12, 2016 May 26, 2016 10.63 8387

Unappropriated retained earnings include the actatediequity in net earnings of subsidiaries,
associates and joint ventures amounting to B185l04illion and B154,730.7 million as at
September 30, 2017 and December 31, 2016, resplgctilvat is not available for distribution until
such time that the Parent Company receives thdetids from the respective subsidiaries,
associates and joint ventures.
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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
September 30 September 30 September 30 December 3:
2017 201¢€ 2017 201¢€
(Unaudited)  (Unaudited (Unaudited) (Audited’ Terms Condition:

(In Thousands)
Banking Group

Cash placement and investm P112,094,81 B130,427,89 Interest-bearing Unsecurec
in marketable securities no impairment

Interest receivable 858,710 431,53! Interest-bearing Unsecurec
no impairment

Interest income B1,978,584 P1,807,603 Interest-bearing Unsecurec
no impairment

Interest-bearing debt 27,604,91 9,831,165 Interest-bearing Unsecure

Interest payable 94,17 36,91t Interest-bearing Unsecure

Interest expense 537,823 358,52! Interest-bearing Unsecure

Rent receivable 122,491 110,66¢ Noninterest-bearing Unsecurec
no impairment

Rent income 631,255 571,93¢ Noninterest-bearing Unsecurec
no impairment

Dividend receivable 2,587 2,16z Noninterest-bearing Unsecured; r

impairmen

Due from related parties 30,78¢ - Noninterest-bearing Unsecurec
no impairment

Management and service fee 26,27¢ 31,90¢ Noninterest-bearing Unsecurec
receivable no impairment

Management and service fee 1,113 4,241 Noninterest-bearing Unsecurec
income no impairment

Escrow fund 171,779 339,97 Interest-bearing Unsecurec
1.4% to 1.6% no impairment

Retail and Other Entities

Rent receivable 303,991 471,47 Noninterest-bearing Unsecurec
no impairment

Rent income 1,211,541 1,230,230 Noninterest-bearing Unsecurec
no impairment

Management and service fee 191,822 218,75 Noninterest-bearing Unsecurec
receivable no impairment

Management and service fee 307,756 212,16 Noninterest-bearing Unsecurec
income no impairment

Dividend receivable 125,000 24,00( Noninterest-bearing Unsecurec
no impairment

Due from related parties 264,947 631,34 Noninterest-bearing Unsecurec
no impairment

Due to related parties 338,046 708,76° Noninterest-bearing Unsecure

Interest receivable 8,141 35,76( Interest-bearing Unsecurec
no impairment

Interest income 284,053 213,63! Interest-bearing Unsecurec
no impairment

Notes receivable 6,512,811 7,857,563 Interest-bearing Unsecurec

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 reciiveahy related party receivables or payables.
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21.

Cost of Merchandise Sales

This account consists of:

September 30  September 30,

2017 2016
(Unaudited) (Unaudited
(In Thousands)
Merchandise inventories at beginning of year P25,825,29 P21,589,70
Purchases 149,224,177 142,304,474
Total goods available for sale 175,049,46 163,894,175
Less merchandise inventories at end of period 28,959,94 25,660,23

P146,089,51 £138,233,94

22.

Income Tax

Deferred tax assets of B2,581.0 million and B2 Billion as at September 30, 2017 and December
31, 2016, respectively, consist of the tax effectsnrealized gain on inter-company sale of investn
properties, unamortized past service cost and elgfienefit liability, provision for doubtful accaisn
and others, accrued leases, MCIT, deferred rergresgpand NOLCO.

Deferred tax liabilities of B8,117.5 million ard@,B88.4 million as at September 30, 2017 and
December 31, 2016, respectively, consist of theetBects of appraisal increment on investment
property, trademarks and brand names, capitalitedeist, unrealized gross profit on sale of real
estate, accrued/deferred rent income and unamopast service cost and defined benefit asset. The
disproportionate relationship between income befareme tax and the provision for income tax is
due to various factors such as interest incomaa@yreubjected to final tax, non-deductible interest
expense, equity in net earnings of associatesdiaiikend income exempt from 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 September 30, 2017 and December 31, 2088 taking into account the effect of the swaps,
approximately 77.2% 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 September 30, 2017, the Group’s foreign cusrelenominated assets and liabilities amounted to
B81,800.1 million ($1,609.8 million) and B93,&tillion ($1,846.7 million), respectively.

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

As at September 30, 2017 and December 31, 201 6papmately 39.0% and 41.8%, respectively, of
the Group’s gross borrowings are denominated ieidorcurrency.

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

Philippine Peso to U.S. Dollar P50.82 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 creditsgoundergo 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 September 30, 2017 and December 31, 201@ndrecial assets, except for certain receivables
and AFS investments, are generally viewed by manageas good and collectible considering the
credit history of the counterparties. Past duienpaired financial assets are very minimal in ielat

to the 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:

September 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:

September 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 P3,789,34. B3,789,34. = B3,789,34. P—
Assets for which Fair Values are Disclosed
Loans and receivables:
Time deposits - noncurrent portion 43,236,802 45,942,479 - - 45,942,479
Receivables - net (including noncurrent portion
of receivables from real estate buyers) 44,763,283 44,296,556 - - 44,296,556
Long-term notes (included under “Other
noncurrent assets” account in the
consolidated balance sheet) 6,512,811 8,570,222 — = 8,570,222
94,512,89 98,809,25 — — 98,809,25
£98,302,23 P102,598,60 B- B£3,789,34.  B98,809,25




-18 -

September 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 B262,23( B262,23t B- B262,23t B-

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

unamortized debt issue cost) 288,906,281 298,366,567 - - 298,366,567
Tenants’ deposits and others* 28,232,96 27,407,50 - - 27,407,50
317,139,243 325,774,072 - — 325,774,072
B317,401,479 B326,036,308 B— B262,236 B3250)724

*Excluding nonfinancial liabilities amounting to22159.3 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
September 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$180,000 B9,146,700
SM Prime:
Unsecured loan 250,000 12,703,716
Unsecured advances 150,000 7,622,250
Details of the cross-currency swaps follow:
Notional Amount uss:e USS$¥
In USY In PhP In ¥ Receivi Pay Rate Rate Maturity Fair Value
(In Thousand: (In Thousands)
Parent:
US$50,00 P2,059,250 - 6MUSLIBOR+170bp 4.1% B41.19 - May 15, 2018  P494,732
60,000 2,478,000 - B6MUSLIBOR+170br 4.0% 41.30 - May 15, 2018 587,092
70,000 2,888,200 - 6MUSLIBOR+170bp 4.0% 41.26 - May 15, 2018 689,107
SM Prime:
200,00 8,134,000 - 6MUSLIBOR+170bp 3.7% 40.67 — January 29,2018 2,080,164
150,00 6,165,000 - 6MUSLIBOR+170bp 3.9% 41.10 - March 25,2018 1,507,509
25,00( — ¥172,100 3M US.IBOR +100bp 5.4% — ¥6.884 March 25,2022  (82,395)
25,00( — 172,300 3M USLIBOR +100br 5.4% — 6.892 March 25,2022  (78,072)
50,00( - 327,315 3MUSLIBOR +100br 5.0% - 6.546 June 30, 2022 45,690

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 inPhE US$:¥ Rate Maturity
(In Thousand: (In Thousand: (In Thousand:
Principal only US$150,000 R7,622(5 6.528-6.569 March 23, 2018 (R48,723)
Principal only 270,000 13,524,56 6.458-6.889 January 29, 2021 (98,737)

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

September 30 September 30
2017 2016
(Unaudited) (Unaudite)

Net income attributable to ownerf the Parent (a)

(In Thousands Except Per Share Data)
P23,792,69 B22,014,49

Weighted average number of common shares outs@guio)n

1,204,583 1,204,58

EPS(a/b)

P19.7¢ B18.2¢
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PART 1 FINANCIAL INFORMATION

Item 2. Management Discussion and Analysis or Plan of Opetian

Result of Operations
For the Nine Months Ended September 30, 2017 and 26
(amountsin billion pesos)

0
Accounts 09/30/2017 09/30/2016 Chgonge

Revenues P 272.: P 252.] 7.7%
Cost and Expens:t 218.¢ 204.7 6.8%
Income from Operations 53.€ 48.C 11.%
Other Charges 6.8 5.8 16.1%
Provision for Income Te 9.5 8.4 14.C%
Non-controlling Interests 135 11.8 14.7%
Net Income Attributable to

Owners of the Parent P 238 P 22.0 8.1%

SM Investments Corporation and Subsidiaries (theuBy reported P23.8 billionNet Income
Attributable to Owners of the ParenB.1% higher than 2016, and P272.2 billi&evenues
7.7% higher than 2016.

Income from Operationscreased by 11.7% to P53.6 billion from P48.0idylin 2016. Operating
Margin and Net Margin is at 19.7% and 13.7%, reSpely.

The ratio ofNon-Foodto Food sales in 2017 and 2016 is 48:52.

As of September 30, 2015M Retail had 1,600 stores nationwide, namely: M Stores
51 SM Supermarkets174 Savemorestores, 44SM Hypermarkets 41 WalterMart stores and
1,231 Specialty stores.

Real Estate Saldacreased by 9.2% to P20.1 billion from P18.4idnillin 2016 due primarily to higher
construction accomplishment of projects launchethf2013 to 2016 namelyphore 2 Residencés
Pasay,Air Residencesn Makati, Grass ResidencefPh2) in Quezon CityFame Residencem
Mandaluyong,Trees Residencedh2) in Fairview andS Residencem Las Pifias and continued
increase in sales take-up of Ready-for-Occupan&O(Rbrojects due to strong demand.

Real Estate Gross Margimproved to 48.4% from 47.5% 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 13.7% to P31.0 billion from P27.3idmillin 2016. The increase iRent Revenues
primarily due to the new malls which opened in 2@b8l 2017, namel\6M City East Ortigas, SM
City San Jose Del Monte, SM City Trece Marti8sl CDO Downton PremiegindS Maisonin SM
Mall of Asia as well as the expansion of shoppipgces inSM City lloilo and SM Center Molino
Excluding the new malls and expansions, same-samtal growth is at 7%. Rentals from hotels and
convention centers also contributed to the increlaseto the opening of Conrad Manila in June 2016
and the improvement in average room and occupateg.r

As of September 30, 2013M Primehad 64 malls in the Philippines and 7 malls inr@hi

Dividend, Management Fees and Othexreased by 27.5% to P6.4 billion from P5.0 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 dof. s&¢her revenues also include income from
promotional activities highlighting products, conssion from bills payment, prepaid cards and show
tickets, advertising income and sponsorship rev&nue

Selling, General and Administrative Expenseseased by 9.3% to P62.1 billion from P56.8idaillin
2016 due mainly to additional operating expenses@ated with new or renovated retail stores and
malls and new real estate projects.

Other Charges (net)ncreased by 16.1% to P6.8 billion from P5.8 billiin 2016 due mainly to
Interest Expenswhich increased by 21.9% to P10.4 billion from PBilion in 2016 resulting from
new loan availments during the period. This istlpasffset by Interest Incomewhich increased by
15.7% to P3.0 billion from P2.6 billion in 2016.

Provision for Income Takcreased by 14.0% to P9.5 billion from P8.4 billin 2016 due to higher
taxable income. The effective income tax ratedigl% in 2017 and 19.8% in 2016.

Non-controlling Interestgncreased by 14.7% to P13.5 billion in 2017 frobd B billion in 2016 due to
the increase in net income of certain partly-owsigolsidiaries.
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Financial Position
As of September 30, 2017 and December 31, 2016
(amountsin billion pesos)

0,
Accaounts 09/30/201 12/31/201 Ch:nge

Current Assel P 212. P 219. -3.1%
Noncurrent Assets 730.1 642.4 13.7%
Total Assets P 942.4 P 8615 9.4%
Current Liabilities P 1721 P 134.8 27.6%
Noncurrent Liabilities 328.0 311.9 5.2%
Total Liabilities 500.1 446.7 12.0%
Total Equity 442.3 414.8 6.6%
Total Liabilities and

Equity P 942.4 P 8615 9.4%

Total Assetdancreased by 9.4% to P942.4 billion from P861lkdni in 2016. On the other hand, total
Liabilities increased by 12.0% to P500.1 billion from P446libh in 2016.

Current Assets

Current Assetslecreased by 3.1% to P212.3 billion from P219libhiin 2016.

Cash and Cash Equivalendecreased by 11.4% to P66.4 billion from P74.8obilin 2016 due mainly

to dividend payments of SMIC and SM Prime, addaildnvestments in associate companies, payment

of trade payables and capital expenditures, n8MPrime’s retail bond proceeds.

Time Depositslecreased by 22.9% to P18.9 billion from P24.5dpilin 2016. This is attributable to
deposits which matured during the period.

Investments Held for Trading and Salecreased by 32.9% to P2.3 billion from P3.5dwillin 2016
due mainly to bonds which matured during the period

Other Current Assetsncreased by 9.6% to P64.7 billion from P59.0idmll in 2016. This is
attributable to the increase in Land and Develogmeaurrent and Condominium units for sale due
mainly to construction accomplishments during teeiqul and completion of condominium towers in
Grace Wind Trees Breeze Cool andField Residences, net of cost of sold units.

Noncurrent Assets

Noncurrent Assetisicreased by 13.7% to P730.1 billion from P642ldbh in 2016.

AFS Investmenticreased by 36.9% to P25.6 billion from P18.7idsil in 2016 due mainly to the
increase in market value of certain AFS investmantsnew investments in bonds..

Investments in  Associate Companies and Joint Vestuincreased by 28.6% to
P233.1 billion from P181.2 billion in 2016. Thecirase mainly represents additional and new
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investments in associate companies and equitytieara@ings of associates in 2017 partially offset b
dividends received from these associate companies.

Investment Propertiescreased by 5.4% to P284.9 billion from P270llidoi in 2016 due mainly to
costs incurred for ongoing mall projects locatedTilguegarao, Batangas, Bulacan, Pangasinan and
Albay, and the ongoing redevelopment of SM Mall Adia. The increase is also attributable to
construction costs incurred for ongoing commerpraljects including Three E-Com and Four E-Com
Centers.

Land and Developmeiliicreased by 52.8% to P36.4 billion from P23.8dsilin 2016 due mainly to
new land acquisitions and construction accomplistimduring the period.

Current Liabilities
Current Liabilitiesincreased by 27.6% to P172.1 billion from P134l&h in 2016.

Bank Loansincreased by 44.2% to P20.2 billion from P14.0idsil in 2016 due mainly to loan
availments.

Current Portion of Long-term Debicreased by 136.2% to P60.5 billion from P25l6doi in 2016
due mainly to maturing debts.

Accounts Payable and Other Current Liabilitiedecreased by 3.0% to P86.6 billion from
P89.3 billion in 2016 due mainly to settlementrafie payables.

Income Tax Payablélecreased by 25.5% to P2.0 billion from P2.7 daillin 2016 due mainly to
payment of tax due.

Dividends payabléecreased by 12.7% to P2.9 billion from P3.3 hillio 2016 due mainly to payment
of dividends to minority stockholders of certairbsidiaries.

Noncurrent Liabilities

Noncurrent Liabilitiesncreased by 5.2% to P328.0 billion from P3111Bdoi in 2016.

Long-term Debt - Net of Current Portiancreased by 3.1% to P288.9 billion from P280I8dbi in
2016 due mainly to new availments partially offggtreclassification of maturing debts to current.

Tenants’ Deposits and Otheirscreased by 29.4% to P31.0 billion from P23.Tidsilin 2016. This is
due mainly to new malls and expansions and incrieaesgstomers’ deposits from residential buyers.

Equity

Total Equity increased by 6.6% to P442.3 billion from P41418dni in 2016. The increase pertains
mainly to the P23.8 billion net income in the finsine months of 2017 partially offset by the
P9.4 billion dividend declaration, P9.5 billion iease inNon-controlling Interestand P3.8 billion
higherNet Unrealized Gain on Available-for-sale Investtsen

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

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



Key Performance Indicators

The following are the key financial ratios of theoGp as at September 30, 2017 and December 31,
2016 and for the periods ended September 30, 2041 2@i6:
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09/30/2017 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%
09/30/2017 09/30/2016
Revenue Grow 7.7% 9.5%
Net Income to Revenues 13.7% 13.4%
Net Income Growth 8.1% 10.8%
EBITDA (in billions of Pesos P64.0E P57.5E
Interest Cover 6.2 6.8x

Current ratio decreased to 1.2 from 1.6 in 2016 chanly to the decrease @urrent Assetof
3.1% coupled with an increaseQurrent Liabilitiesof 27.6%.

Gross debt-equity ratio slid to 54:46 in 2017 fr6#148 in 2016 due to higher increase in gross debt
15.5% compared to increaselquity Attributable to Owners of the Pareot only 6.0%.

Net Debt-equity ratio slid to 43:57 from 37:63 i015 due to the 36.7% increase in net debt from
P174.8 billion to P238.9 billion in 2017 attribulabmainly to higher gross debt and low&ash and
Cash Equivalents

The drop in revenue growth to 7.7% from 9.5% in @@ attributable mainly to the lower growth of
Merchandise Salesf 6.4% in 2017 compared with 9.0% in 2016.

The lower net income growth of 8.1% in 2017 from8P6 in 2016 is attributable mainly to the lower
growth in revenue in 2017 compared to 2016.

EBITDA increased by 11.3% to P64.0 bilion from Eb7illion in 2016 due mainly to the
11.7% increase in income from operations.

Interest cover decreased to 6.2x from 6.8x in 2@l@ to 11.3% increase in EBITDA vs.
21.9% increase imterest Expense
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The manner by which the Company calculates theyéong 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 expects to incur capital expenditurest ééast P60.0 billion for the rest of 2017.

Three new malls are scheduled to open for the o0€s2017. By yearend, SM Prime will have
67 malls in the Philippines and 7 malls in Chinia. addition, 15,000 to 18,000 residential units in
high-rise, mid-rise and house and lot developmesiithe launched. These new units will be located
in Metro Manila and other key cities in the prowesc

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 rest of 2017, the Retail Group will be dpgn2 Savemorestores, 2Hypermarkets
5 WalterMart stores and 83 Specialty stores.

The above expenditures will be funded through ey 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 September 30, 2017

(in Thousands)

Receivable from tenar

Third-party tenants P 5,999,626

Relatewparty tenant 426,48.
Receivable from real estate buyers

- net of nol-current portio 24,837,11!

Other trade receivable 29,139
Total P 31,292,366
Aging:
Neither past due nor impaired P 26,341,253
31-90 days 957,360
91-120 days 479,931
Over 120 days 2,452,896
Impaired 1,060,926
Total P 31,292,366

Allowance for impairment loss P 1,060,926
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