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PART I FINANCIAL INFORMATION

Item 1. Interim Condensed Consolidated Financial atements

SM INVESTMENTSCORPORATION ANDSUBSIDIARIES

Interim Condensed Consolidated Financial Statements

As at March 31, 2018

and for the Three-Month Periods Ended March 318201d 2017

(with Comparative Audited Consolidated Balance $hseat
December 31, 2017)



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED BALANCE SHEETS

(Amounts in Thousands)

March 31, December 3:
2018 2017
(Unaudited) (Audited)
ASSETS
Current Assets
Cash and cash equivalents (N5) P64,042,683 E74,318,19
Time deposits (Notes 6 and 24) 7,152,200 13,237,88
Investments held for trading and sale (Notes 7Xx)d 1,380,347 1,347,926
Receivables (Note8 and24) 29,808,619 32,352,57
Merchandise inventorie- at cost (Note 1) 30,795,377 27,778,74
Other current assets (Note 9) 66,870,719 63,478,18
Total Current Asse 200,049,945 212,513,50
Noncurrent Assets
Available-for-saleinvestments (Note0) 24,223,237 25,590,16
Investments in associate companies and joint vest{Mote 1) 244,212,784 242,114,42
Time deposits (Notes 6 and 24) 28,096,769 26,688,72
Property and equipment (Note 12) 20,890,289 21,339,40
Investmeniproperties (Note 3) 296,827,511 289,018,26
Land and development (Not4) 41,215,557 40,180,14
Intangibles (Note 15) 25,561,098 25,591,23
Deferred tax assets (Note 22) 2,480,612 2,489,814
Other noncurrent assets (Noté& and 4) 88,589,924 74,555,03
Total Noncurrent Assets 772,097,781 747,567,206

P972,147,726

P960,080,709

LIABILITIES AND EQUITY
Current Liabilities

Bank loans (Notes 16 and 20) B14,474,073 B24,172,96
Accounts payable and other current liabilities @i7) 95,863,302 106,561,45
Income tax payab 4,186,165 1,883,87.
Current portion of long-term debt (Notes 18 and 20) 23,720,89 40,297,13
Dividends payable 3,443,933 2,939,590
Total Current Liabilities 141,688,365 175,855,014
Noncurrent Liabilities
Long-term debt - net of current portion (Notes 28,and 24) 323,801,755 292,555,868
Deferred tax liabilities (Note 22) 8,100,001 8,029,579
Tenants’ deposits and others (Note 24) 32,773,910 29,828,022
Total Noncurrent Liabilities 364,675,666 330,413,471
Total Liabilities 506,364,031 506,268,485

(Forward)



March 31, December 31
2018 2017
(Unaudited) (Audited)
Equity Attributable to Owners of the Parent
Capital stock (Note 19) P12,045,829 PB12,045,829
Additional paid-in capital 76,664,408 76,439,288
Equity adjustments from common control transactidhste 19) (5,424,455) (5,424,455)
Cost of Parent common shares held by subsidiaries (25,386) (25,386)
Cumulative translation adjustme 2,024,485 1,402,62:
Net unrealized gain on availa-for-sale investments 13,423,638 15,324,123
Re-measurement loss on defined benefit asset/tibliga (701,255) (701,255)
Retained earnings (Note 19):
Appropriated 37,000,000 37,000,000
Unappropriated 200,540,782 192,071,968
Total Equity Attributable to Owners of the Parent 335,548,046 328,132,735
Non-controlling Interests 130,235,649 125,679,489
Total Equity 465,783,695 453,812,224
B972,147,726 PR960,080,709

See accompanying Notes to Consolidated FinanciéB8tents.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

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

Three-Month Periods Ended March 31
2018 2017
(Unaudited) (Unaudited)

REVENUE
Sales
Merchandise B67,395,20 B61,323,945
Real estate 7,433,67 5,972,731
Rent (Note 20) 11,408361 10,043,920
Equity in net earnings of associate companies aintl yentures 3,848,60 3,492,216
Cinema ticket sales, amusement and others 1,593,58 1,692,618
Dividend, nanagemnt fees and othe 3,362,06 2,828,04!
95,041,50 85,353,475
COST AND EXPENSES
Cost of sales:
Merchandise (Notel) 49,617,28 45,470,15
Real estate (Note 14) 3,783,511 3,142,101
Selling, general and administrative expenses 22,215,84 19,873,412
75,616,64 68,485,66
OTHER INCOME (CHARGES)
Interest expense (3,803,56¢ (3,426,825)
Interest income 898,53 1,032,105
Gain (loss) on fair value changes on derivativest- (166,701 16,526
Foreign exchange gain and others 532,441 557,888
(2,539,28€ (1,820,306)
INCOME BEFORE INCOME TAX 16,885,57 15,047,500
PROVISION FOR (BENEFIT FROM) INCOME TAX
Current 3,445,38 2,989,253
Deferred (6,605 68,801
3,438,78 3,058,054
NET INCOME B13,446,79 B11,989,446
Attributable to
Owners of the Parent B8,468,8% B7,694,306
Non-controlling interests 4,977,97 4,295,140

P13,446,79 P11,989,446

Basic/Diluted Earnings Per Common Share
Attributable to Owners of the Parent (Note 25) P7.03 P6.39

See accompanying Notes to Consolidated FinanciéBtents.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE

INCOME
(Amounts in Thousands)

Three-Month Periods Ended March 31

2018 2017

(Unaudited) (Unaudited

NET INCOME P13,446,792 P11,989,44
OTHER COMPREHENSIVE INCOME (LOSS)
Items that will be reclassified to profit or loss n

subsequent periods

Net unrealized ga (loss)on availalle-for-sale investment (1,444,285 1,202,23

Share in unrealized gain (loss) on avail-for-sale investmets of associate- net (691,647) 566,04:

Cumulative translation adjustment 1,052,187 (419,534

Income tax relating to items to be reclassifie@rofit or loss in subsequent periods (86,229 (12,884

(1,169,973) 1,335,85

TOTAL COMPREHENSIVE INCOME P12,276,819 B13,325,30

Attributable to

Owners of the Parent B7,190191 B9,328,62

Non-controlling interests 5,086,628 3,996,68

P12,276,819 P13,325,30

See accompanying Notes to Consolidated FinanciéBtents.



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

Re-
Equity Net Unrealizec measuremen
Adjustments  Cost of Parent Gain (Loss)on Gain (Loss)on
from Common Common Cumulative Available- 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, 2018 P12,045,829 B76,439,288 (B5,424,455) (B25,386) B1,402,623 R15,324,12 (B701,255 £37,000,000 £192,071,968 B328,132,735 B25,679,48 B453,812,224
Net income - - - - - - - - 8,468,814 8,468,814 4,977,97 13,446,792
Other comprehensive income — — — — 621,862 (1,900,48¢ — — — (1,278,623) 08,65( (1,169,973)
Total comprehensive income - - - - 621,862 (1,900,48: - - 8,468,814 7,190,191 5,086,62 12,276,819
Sale of treasury shares held by subsidiary - 225,120 - - - - - - - 225,12( - 225,120
Cash dividends received by non-controlling intexest - - - - - - - - - - (555,79) (555,791)
Increase in previous year's non-controlling intéses — — — — — - — — — - 2532: 25,323
As at March 31, 2018 (Unaudited) P12,045,829 B76,664,408 (B5,424,455) (B25,386) B2,024,485 P13,423,63 (B701,255 £37,000,000 B£200,540,782 B335,548,046 B30,235,64 B465,783,695
As at January 1, 2017 B212,045,829 B76,347,229 (B5,424,455)  (R25,386) B21,216,718 P10,780,43 34,895 £36,000,000 P169,508,122 R300,483,382 B14,263,88  B414,747,262
Net income - - - - - - - - 7,694,306 7,694,306 4,295,140 11,989,446
Other comprehensive income — — — — (219,222) 1,853,53! — — — 1,634,314 (298,460 1,335,854
Total comprehensive income - - - - (219,222) 1,853,53 - - 7,694,306 9,328,620 3,996,680 13,325,300
Common control transactions - 1,072 - - - - - - - 1,072 - 1,072
Decrease in previous year's non-controlling interes — — — — — — - — — — (618,214 (618,214)
As at March 31, 2017 (Unaudited) R12,045,829 BAE301 (P5,424,455) (R25,386) BR997,496 P12,633,96 B34,89: B36,000,000 177,202,428 P309,813,074 R117,642,346 PR427,455,420




SM INVESTMENTS CORPORATION AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in Thousands)

Three-Month Periods EndedMarch 31

2018 2017

CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax B16,885,572 B15,047,500
Adjustments for:

Equity in net earnings of associate companieg@ntventures (3,848,607) (3,492,216)

Interest expense 3,803,569 3,426,825

Depreciation and amortization (Notes 12, 13 and 15 3,545,541 3,393,864

Interest income (898,538) (1,032,105)

Dividend, management fees and ot (62,122 (67,985

Unrealized foreign exchangair and other (206,700 (368,181

Loss (gain) on fair value changes on derivativest- 166,701 (16,526)
Income before working capital changes 19,385,416 16,891,176
Decrease (increase)

Receivables 2,464,654 286,701

Merchandise inventories (3,016,637) (614,680)

Other current assets (1,174,346) (2,241,813)

Land and development (5,165,810) (10,380,575)
Increase (decrease) in:

Accounts payable and other current liabilities (5,381,396€) (11,735,964)

Tenants’ deposits and others 1,515,122 4,698,663
Net cash generated from operati 8,627,003 (3,096,492)
Income tax paid (1,160,220) (1,251,366)
Net caskprovided by (used in) operating activities 7,466,783 (4,347,858)
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of:

Available-for-sale and held for trading investngent 177 318,332

Property and equipment 13,004 95,662

Investment properties - 40,326
Additions to:

Investment properties (Note) (6,536,81) (7,666,388

Property and equipment (Note 12) (1,028,953) (1,146,736)

Investments in associate companies and joint vestu (9,282) (37,066,668)
Decrease (increase) in:

Time deposits 6,008,734 539,633

Other noncurrent ass (14,865,474) 4,778,23!
Dividends receivel 1,369,46: 1,002,77.
Interest received 477,125 592,793
Net cash used in investing activi (14,570,020) (38,512,039)

(Forward)



Three-Month Periods Ended March 31

2018 2017

CASH FLOWS FROM FINANCING ACTIVITIES
Availments of:

Long-term debt B29,766,685 B7,466,88

Bank loans 3,160,000 28,847,71
Payments of:

Long-term deb (21011,447%) (767,699

Bank loans (12,858,891 (13,328,041

Interest (3,245,548) (1,992,76%
Dividend (51,449) (530,791
Net casl provided by (used in) financing activities (4,240,650) 19,695,30
NET DECREASE IN CASH

AND CASH EQUIVALENTS (11,343,887) (23,164,59¢
EFFECT OF EXCHANGE RATE CHANGES

ON CASH AND CASH EQUIVALENTS 1,068,380 179,51:
CASH AND CASH EQUIVALENTS

AT BEGINNING OF PERIOD (Note 5) 74,318,190 74,947,73
CASH AND CASH EQUIVALENTS

AT END OF PERIOD (Note 5) P64,042,683 P51,962,64

See accompanying Notes to Consolidated FinanciéBients.



SM INVESTMENTS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Corporate Information

SM Investments Corporation (SMIC or Parent Compavag incorporated in the Philippines on
January 15, 1960. On June 3, 2009, the Philippewirities and Exchange Commission (SEC)
approved the amendment of 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 (colldgtineferred to as the Group), and its associates
and joint ventures are involved primarily in theperty, retail and financial services.

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

The accompanying consolidated financial statemeats authorized for issue by the Board of
Directors (BOD), as approved and recommended fprasal by the Audit Committee on
May 9, 2018.

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 finahmstruments, investments held for trading and
available-for sale (AFS) investments which havenbeasured at fair value.

The interim condensed consolidated financial statégmas at March 31, 2018 and for the three-
month periods ended March 31, 2018 and 2017 heaate frepared in 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 Findiigoorting Standards (PFRS). All values are
rounded to the nearest thousand Peso, except whenvise indicated.

The interim condensed consolidated financial statemdo not include all the information and
disclosures required in the annual consolidateahfifal statements, and should be read in
conjunction with the Group’s audited consolidatiedfcial statements as at December 31, 2017.

Basis of Consolidation

The interim condensed consolidated financial statémcomprise the financial statements of the
Parent Company and all of its subsidiaries. Adatch 31, 2018, 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.
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Except as otherwise stated, there were no signifidaanges in accounting judgments, estimates,
and assumptions that affect the amounts reportdteioonsolidated 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 the
adoption of the following amendments to standardsimprovements, starting January 1, 2018.
Unless otherwise indicated, the adoption did neehany significant impact on the Group’s
consolidated financial statements.

= Amendments to PFRS 3hare-based Paymelassification and Measurement of Share-
based Payment Transactions

The amendments to PFRS 2 address three main treasfects of vesting conditions on the
measurement of a cash-settled share-based payiaesadtion; the classification of a share-
based payment transaction with net settlementresfor withholding tax obligations; and
the accounting where a modification to the tern@nditions of a share-based payment
transaction changes its classification from casthesketo equity settled.

On adoption, entities are required to apply theraimesnts without restating prior periods, but
retrospective application is permitted if electeddll three amendments and if other criteria
are met.

The amendments are not applicable to the Group.

= Amendments to PFRS #surance ContractApplying PFRS 9, Financial Instruments, with
PFRS 4

The amendments address concerns arising from ingplteng PFRS 9, the new financial
instruments standard before implementing the newrance contracts standard. The
amendments introduce two options for entities rEgimsurance contracts: a temporary
exemption from applying PFRS 9 and an overlay aggho The temporary exemption is first
applied for reporting periods beginning on or afi@nuary 1, 2018. An entity may elect the
overlay approach when it first applies PFRS 9 gmlyathat approach retrospectively to
financial assets designated on transition to PERBH@ entity restates comparative
information reflecting the overlay approach if ity restates comparative information
when applying PFRS 9.

The amendments are not applicable to the Groupe i€ not engaged in providing insurance
nor issuing insurance contracts.

=  PFRS 9Financial Instruments

PFRS 9 reflects all phases of the financial instoi® project and replaces PAS BBancial
Instruments: Recognition and Measuremamid all previous versions of PFRS 9. The
standard introduces new requirements for clastidicand measurement, impairment, and
hedge accounting. Retrospective application isired but providing comparative
information is not compulsory. For hedge accougjtthe requirements are generally applied
prospectively, with some limited exceptions.



The adoption of PFRS 9 will have an effect on tlassification and measurement of the
Group’s financial assets and impairment methodofogyinancial assets, but will have no
impact on the classification and measurement oGitwaip’s financial liabilities. The
adoption will also have an effect on the Group’sl@ation of hedge accounting and on the
amount of its credit losses.

The Group is assessing the impact of adopting PERS
PFRS 15Revenue from Contracts with Customers

PFRS 15 establishes a new five-step model thatapjly to revenue arising from contracts
with customers. Under PFRS 15, revenue is recodrazan amount that reflects the
consideration to which an entity expects to betledtin exchange for transferring goods or
services to a customer. The principles in PFRBrgide a more structured approach to
measuring and recognizing revenue.

The new revenue standard is applicable to alliesténd will supersede all current revenue
recognition requirements under PFRSs. Eitherlafuhodified retrospective application is
required for annual periods beginning on or aféeruary 1, 2018.

The Group is assessing the impact of PFRS 15, fgrlyi as it applies to the property
segment, pending resolution of implementation isaffecting the real estate industry as
presented to the Philippine Interpretations Conaai{PIC) per PIC Q&A No. 2018-12.

Amendments to PAS 28)easuring an Associate or Joint Venture at FairiégPart of
Annual Improvements to PFR3314 - 2016 Cycle)

The amendments clarify that an entity that is @wencapital organization, or other
qualifying entity, may elect, at initial recogniti@n an investment-by-investment basis, to
measure its investments in associates and jointikenat FVPL. They also clarify that if an
entity that is not itself an investment entity laasinterest in an associate or joint venture that
is an investment entity, the entity may, when ajmglyhe equity method, elect to retain the
fair value measurement applied by that investmatityeassociate or joint venture to the
investment entity associate’s or joint venturetetiasts in subsidiaries. This election is made
separately for each investment entity associajeiatrventure, at the later of the date on
which (a) the investment entity associate or jgeriture is initially recognized; (b) the
associate or joint venture becomes an investmeity;eend (c) the investment entity
associate or joint venture first becomes a paréhe amendments should be applied
retrospectively, with earlier application permitted

The Group is assessing the impact of the amendrteRAS 28.
Amendments to PAS 4Mvestment Properfyransfers of Investment Property

The amendments clarify when an entity should temgfoperty, including property under
construction or development into, or out of investitnproperty. The amendments state that a
change in use occurs when the property meetsasesdo meet, the definition of investment
property and there is evidence of the change in Asaere change in management’s
intentions for the use of a property does not gtedvidence of a change in use. The
amendments should be applied prospectively to adsmguse that occur on or after the
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beginning of the annual reporting period in whikh éntity first applies the amendments.
Retrospective application is only permitted if tligpossible without the use of hindsight.

The Group is assessing the impact of these ameriditteRAS 40.

« Philippine Interpretation International Financiagrting Interpretations Committee
(IFRIC) 22,Foreign Currency Transactions and Advance Consitiena

The interpretation clarifies that, in determinithg tspot exchange rate to use on initial
recognition of the related asset, expense or indompart of it) on the derecognition of a
non-monetary asset or non-monetary liability relgtio advance consideration, the date of the
transaction is the date on which an entity ingiaicognizes the nonmonetary asset or non-
monetary liability arising from the advance consadien. If there are multiple payments or
receipts in advance, then the entity must determidate of the transactions for each payment
or receipt of advance consideration. Entities iaggly the amendments on a fully
retrospective basis. Alternatively, an entity nagyply the interpretation prospectively to all
assets, expenses and income in its scope thatita#y recognized on or after the beginning
of the reporting period in which the entity firgipdies the interpretation or the beginning of a
prior reporting period presented as comparativermation in the financial statements of the
reporting period in which the entity first appliga® interpretation.

The Group is assessing the impact of adopting IFRAC

4. Segment Information

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

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

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

The financial services and others segment primardigides the operations of the Parent
Company which engages in asset management andldapéstments as well as its associate
companies which are involved in financial services.

The BOD monitors the operating results of eachsobusiness units 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

Three-Month Period Ended March 31, 2018 (Unaudited)

Financial
Services Eliminations/
Property Retail and Others  Adjustments  Consolidated
(In Thousands)
Revenue:
External customers B21,752,005 B69,861,400 B3,428,096 B- B955M1,
Inter-segment 2,912,02 47,04 (1,465,603 (1,493,461

B24,664,02 P69,908,44 P1,962,49: (P1,493,46C  P95,041,50

Segment results:

Income before income tax B10,486,350 B4,097,312 B124,693 B2,177,217 ,#8BH72

Provision for income tax (2,230,475 (1,191,731 (26,460 9,88¢ (3,438,780

Net income P8,255,87! B2,905,58 B£98,23! £2,187,10: P13,446,79
Net income attributable 1

Owners of the Parent B8,105,848 B2,586,495 B98,233 (P2,321,762) B8,468,814

Non-controlling interests 150,0:7 319,06 - 4,508,8(5 4,977,97

Three-Month Period Ended March 31, 2017 (Unaudited)

Financial
Services  Eliminations/
Property Retail and Others  Adjustments Consolidated
(In Thousands)
Revenue:
External customers B18,689,026 B63,549,014 183135 = B85,353,475
Inter-segment 2,779,785 715 (1,378,680) (1,401,820) -
B21,468,811 B63,549,729 B1,736,755 (1,401,82(185,353,475

Segment results:
Income before income tax

B9,209,213 B3,533,997 =268PB61 B2,035,629 B15,047,500

Provision for income tax (1,991,537) (1,035,424) (23,930) (7,163) (3,058,054)

Net income B7,217,676 B2,498,573 B244,731 B2A66 B11,989,446
Net income attributable 1

Owners of the Parent B7,067,864 B2,271,837 R224  (P1,890,126) B7,694,306

Non-controlling interests 149,812 226,736 - 3,993, 4,295,140




5. Cash and Cash Equivalents

This account consists of:

March 31, December 31,

2018 2017
(Unaudited) (Audited)
(In Thousands)
Cash on hand and in banks (Note 20) B6,378,698 B9,643,938
Temporary investments (N 20) 57,663,98 64,674,25

P64,042,683 B74,318,190

Cash in banks earn interest at the respective tepésit rates. Temporary investments are made
for varying periods of up to three months dependinghe immediate cash requirements of the
Group. These investments earn interest at pregaiéites.

6. Time Deposits

This account consists of:

March 31, December 31,

2018 2017
(Unaudited) (Audited
(In Thousands)
Current B7,152,200 P13,237,886
Noncurren 28,096,769 26,688,721

P35,248,969 P39,926,607

The time deposits as at March 31, 2018 and Decefihe2017 bear annual interest ranging from
0.5% to 4.9%.

7. Investments Held for Trading and Sale

This account consists of:

March 31, December 31,
2018 2017
(Unaudited) (Audited)

(In Thousands)

AFS investments (Note 10):

Bonds and corporate notes B730,612 B706,626
Shares of stoc-
Listed 649,735 641,300

P1,380,347 B1,347,92




8. Receivables

This account consists of:

March 31, December 31,
2018 2017
(Unaudited) (Audited)
(In Thousands)
Trade:
Real estate buyers B42,772,202 P40,400,047
Third-party tenant: 6,74¢,25C 6,804,58.
Related-party tenants (Note 20) 357,211 619,948
Others 106,581 136,580
Due from related parties (Note 20) 361,817 655,580
Management and service fees (Note 20) 402,170 373,619
Dividends (Note 20) 153,688 270,784
Total 50,902,919 49,261,142
Less allowance for impairment loss 1,085,491 1,054,498
49,817,428 48,206,644
Less noncurrent portion of receivables from
real estate buyers (Note 15) 20,008,809 15,854,070
Current portion B29,808,619 P32,352,574

Allowance for impairment loss pertains to receieatfrom tenants which were identified to be

impaired based on specific assessment.

Receivables other than those identified as impaaszlassessed by the Group’s management as

good and collectible.

9. Other Current Assets

This account consists of:

March 31, December 31,

2018 2017

(Unaudited) (Audited)

(In Thousands)

Land and development (Note 14) P24,705,142 P22,518,139
Prepaid taxes and other prepayments 11,314,489 9,658,898

Advances and depos 8,188,87 7,231,75
Condominium and residential units for sale (Notg 14 8,600,131 8,829,343
Non-trade receivables 4,150,636 4,230,014
Receivable from banks 2,179,464 3,314,087
Input tax 1,962,526 2,743,731
Derivative assets (Note 24) 2,108,533 1,794,745

Accrued interest receivable (Not0O) 854,10« 432,69(
Escrow fund (Note 20) 85,622 50,881
Others 2,721,198 2,673,902
P66,870,719 P63,478,186




10. Available-for-sale Investments
This account consists of:

March 31, December 31,
2018 2017
(Unaudited) (Audited)
(In Thousands)

Shares of stock:

Listed R21,403,387 B23,611,916
Unlisted 798,912 61,405

Bonds and corporate notes 3,379,945 3,243,297
Club shares 21,340 21,470
25,603,584 26,938,08

Less current portion (Note 7) 1,380,347 1,347,926
Noncurrent portio B24,223,237 B25,590,16

Investments in bonds and corporate notes bear fineckest rates ranging from 5.0% to 6.8%.
These investments have maturities ranging froml|A&18 to October 2023.

11. Investments in Associate Companies and Joint Ventas

The B2.1 billion increase in this account pertaiasnly to equity in earnings, net of dividendsnfro
associate companies and joint ventures.



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, 2016 R11,977,397 B3,045,780 6,308,182 P8,363,062 B6,942,380 B15,534,101 098571 B1,208,798 B54,476,271
Additions 437,660 193,512 532,493 681,080 691,625 1,583,663 25,411 922,547 5,067,991
Reclassifications 84,503 233,269 197,498 260,202 156,851 171,663 ,@23% (778,239) 39,675
Disposals/retirements (63,674) (222,267) (33,716) (54,523) (15,221) (190,290) (7,672) (126,260) (713,623)
As at December 31, 2017 12,435,886 3,250,294 %805, 9,249,821 7,775,635 17,099,137 827,238 1,286,84 58,870,314
Additions 74,552 38,657 60,706 165,409 168,190 215,294 18,418 287,727 1,028,953
Reclassifications 18,260 (32,895) 32,083 (2,508) 35,190 185,544 5,017 (557,199) (316,508)
Disposals/retirements — (43,366) (2,227) (1,033) (1,261) (958) — (4,657) (53,502)
As at March 31, 2018 P12,528,698 P3,212,690 B7,096,019 B9,411,689 B7,977,754 P17,499,017 B850,673 B952,717 P59,529,257
Accumulated Depreciation and Amortization
As at December 31, 2016 B4,259,241 B2,043,696 ,94B4110 B5,311,825 B4,617,524 B11,656,144 2691 B— B33,526,054
Depreciation and amortization 850,733 359,189 9B, 867,742 724,850 1,245,592 58,162 - 4,704,925
Reclassifications (6,370) 10,391 35,354 (15,741) 6,573 (90,344) (105,408) - (165,545)
Disposals/retirements (58,366) (208,111) (27,888) (45,984) (13,283) (173,223) (7,672) — (534,527)
As at December 31, 2017 5,045,238 2,205,165 5,882,5 6,117,842 5,335,664 12,638,169 636,296 - 37830,
Depreciation and amortization 177,216 84,885 15838,1 211,759 183,886 324,507 13,804 - 1,149,216
Reclassifications 4,361 (39,841) 3,885 13,492 168 22,198 24 - 4,287
Disposals/retirements — (41,868) (1,682) (523) (913) (456) — - (45,442)
As at March 31, 2018 B5,226,815 B2,208,341 B5,707,895 BP6,342,570 ,5B6805 P12,984,418 B650,124 B— P38,638,968
Net Book Value
As at March 31, 208 £7,301,88: B1,004,34 B1,388,12. B£3,069,11 B2,458,94! £4,514,59 B200,54¢ B952,717 B£20,890,28
As at December 31, 2017 7,390,648 1,045,129 1,282,9 3,131,979 2,439,971 4,460,968 190,942 1,226,846 21,339,407
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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, 2016 B69,401,322 R204,132,18R33,075,502 B24,461,049 B331,070,060
Effect of common control business

combination - 1,047 929 - 1,976
Additions 3,766,662 4,279,223 1,776,554 15,984,057 25,806,496
Reclassifications (4,912,312) 11,291,893 1,166,605  (7,702,271) (156,085)
Translation adjustment 75,699 2,459,685 193,841 215,945 2,945,170
Disposals (11,538) (162,144) (46,326) — (220,008)
As at December 31, 2017 68,319,833 222,001,891 636,05 32,958,780 359,447,609
Additions 494,214 572,971 465,545 5,004,089 6,536,819
Reclassifications 77,793 2,213,594 77,199 (1,445,510) 923,076
Translation adjustment 107,955 3,248,599 247,429 96,585 3,700,568
Disposals (7,298) (347,634) (7,938) - (362,870)
As at March 31, 2018 P68,992,497 B227,689,421 6PB39,340 B36,613,944 P370,245,202
Accumulated Depreciation, Amortization

and Impairment Loss
As at December 31, 2016 B1,754,581 B40,096,356 19,0R2,615 B— B60,923,552
Effect of common control business

combination - 527 769 - 1,296
Depreciation and amortization 207,478 6,320,224 662,722 - 9,195,424
Reclassifications - 1,697 - - 1,697
Translation adjustment 37,530 325,992 95,175 - 458,697
Disposals (11,538) (94,504) (45,280) — (151,322)
As at December 31, 2017 1,988,051 46,650,292 20091 - 70,429,344
Depreciation and amortization 45,924 1,645,003 B - 2,366,191
Reclassifications - (7,863) 3,127 - (4,736)
Translation adjustment 50,355 463,928 128,497 - 642,780
Provision for Impairment loss - - 3 - 3
Disposals (7,292) (763) (7,836) — (15,891)
As at March 31, 20:8 B2,077,03: B48,750,59 B22,590,05 B— B73,417,69
Net Book Value
As at March 31, 2018 B66,915,459 BR178,938,824 4pR59,284 B36,613,944 PB296,827,511
As at December 31, 2017 66,331,782 175,351,599 764,84 32,958,780 289,018,265

Construction in progress as at March 31, 2018 srta construction costs incurred for

a) shopping malls namely, SM City Telebastagan,3t Legaspi, SM Urdaneta Paurido and
SM Tianjin Phase 2 as well as the redevelopmeBibBaguio and SM Mall of Asia, and

b) commercial buildings including the business pescoutsourcing towers of SM North EDSA,
SM lloilo Strata and SM Megamall as well as Threedi and Four E-com.

Interest capitalized to investment properties anedito B709.0 million, and B2,299.0 million as
at March 31, 2018 and December 31, 2017, respéctiapitalization rates used range from

2.4% to 5.0%.

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

unobservable inputs.
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14. Land and Development

Land and Development

Land and development include the cost of land dsageconstruction cost of ongoing residential
projects.

The movements in this account follow:

March 31, December 31,

2018 2017
(Unaudited) (Audited)
(In Thousands)

Balance at beginning of period P62,698,284 B51,054,083
Development cost incurred 4,367,071 16,779,397
Cost of real estate sc (3,205,207) (10,554,72)
Transfer to condominium and residential units fdes (341,961) (8,162,384)
Land acquisition 2,194,836 13,111,730
Borrowing cost capitalized 66 38,240
Transfer from property and equipment and others 207,610 431,945
Balance at end of period 65,920,699 62,698,284
Less current portion (Note 9) 24,705,142 22,518,139
Noncurrent portio P41,215,557 B40,180,145

The average rates used to determine the amoutriaiting cost eligible for capitalization is
3.7% in 2018 and 3.5% to 4.6% in 2017.

Condominium and Residential Units for Sale
Condominium units for sale pertain to completeddmminium and residential projects.

The movements in this account follow:

March 31, December 31,

2018 2017
(Unaudited) (Audited)
(In Thousands)
Balance at beginning of period P8,829,343 P5,241,346
Transfer from land and developm 341,961 8,162,38.
Recognized as cost of real estate sold (578,307) (4,705,586)
Repossessed inventories 5,491 92,721
Adjustment to cost 1,643 38,478

Balance at end of period (Note 9) P8,600,131 P8,829,343
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15. Intangibles and Other Noncurrent Assets

Intangible Assets
This account consists of:

March 31, December 31,
2018 2017
(Unaudited) (Audited)
(In Thousands)
Goodwill P17,398,491 P17,398,491
Less accumulated impairment | 91,62( 91,62(
Net book valu 17,306,871 17,306,871
Trademarks and brand nar 8,254,227 8,284,36
P25,561,098 p25,591,232
Other Noncurrent Assets
This account consists of:
March 31, December 31,
2018 2017
(Unaudited) (Audited)
(In Thousand:
Deposits and advance rentals P45,077,664 B33,760,110
Receivables from real estate buyers (Note 8) 20,008,809 15,854,070
Land use rights 11,466,203 10,630,926
Long-term notis (Notes 20 and24) 6,685,195 6,399,411
Derivative assets (Note 24) 545,938 3,546,694
Deferred input VAT 1,589,934 1,798,706
Defined benefit asst 357,029 376,44¢
Escrow fund (Note 20) 132,460 132,460
Others 2,726,692 2,056,209
B88,589,924 B74,555,033
16. Bank Loans
This account consists of:
March 31, December 31,
2018 2017
(Unaudited) (Audited

Peso-denominated:

(In Thousands)

Parent Compar P- £10,200,00
Subsidiaries 14,474,073 13,972,965
B14,474,073 B24,172,96

These loans bear interest ranging from 2.5% to 362018 and 2017.
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17. Accounts Payable and Other Current Liabilities
This account consists of:

March 31, December 31,

2018 2017
(Unaudited) (Audited)
(In Thousands)

Trade B48,394,849 £60,399,74
Accrued expenses 13,236,118 11,060,797
Nontrace 6,398,131 7,183,147
Tenants and customers’ deposits 10,427,492 10,208,533
Payable arising from acquisition of land 4,441,026 4,252,991
Payable to government agencies 3,149,576 4,438,597
Accrued interest (Note 20) 3,560,152 2,422,265
Subscription payable 2,396,790 2,396,790
Due to related parties (Note 20) 503,043 828,679
Gift checks redeemable and ott 3,356,125 3,369,91.

P95,863,302 PR106,561,455

18. Long-term Debt

This account consists of:
March 31, December 3:

2018 2017
Availment Maturity Interest rate/Term Security  (Unaudited) (Audited’
(In Thousand:
Parent Company
U.S. dollar-denominated  October 13, 2010 - October 13, 2017 - Fixed 4.0%-5.5%; Unsecured B72,079,90 B66,531,725

March 6, 2018 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 73,171,87 73,171,870
September 5, 2017 September 5, 2024 PDST-R2 + margin;
semi-annual and

quarterly
Subsidiaries
U.S. dolla-denominate  February 14, 201 - January 29, 20:- LIBOR + spread; ser- Unsecure 36,471,95 54,387,94
October 16, 2017 June 30, 2022 annual
China Yuan Renminbi- July 28, 2015 - December 31, 2019 - CBC rate less 10.0%; Secured 3,725,77 3,445,302
denominated October 16, 2017 October 16, 2022 quarterly
Peso-denominated January 12, 201December 18, 2018 - Fixed 3.8%-6.8%; Unsecured 163,906,60 136,974,40
March 26, 2018 July 26, 2026 PDST-R2 + margin
349,356,102 334,511,24
Less debt issue cost 1,833,455 1,658,247
347,522,647 332,853,00
Less current portion 23,720,892 40,297,13

P323,801,755 P292,555,86

LIBOR — London Interbank Offered Rate
PDST-R2 — Philippine Dealing System Treasury Reter&kate — PM
CBC - Central Bank of China
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Repayment Schedule
The repayment schedule of long-term debt as atiMai¢ 2018 follows:

Gross Debt  Debt Issue Cost Net
(In Thousands)
Within 1 year B23,741,258 B20,366 B23,720,892
More than 1 year to 5 years 252,126,723 1,516,520 250,610,203
More than 5 years 73,488,121 296,569 73,191,552
P349,356,102 B1,833,455 B347,522,647

Covenants

The long-term debt of the Group is covered withaiarcovenants includingdherence to
financial ratios. The Parent Company’s loan comehanclude adherence to certain financial
ratios namely: (1) debt-to-equity ratio not to ee@d®0:20, and, (2) current ratio at a minimum of
0.30, and, certain restrictions with respect toemak change in ownership or control. As at
March 31, 2018 and December 31, 2017, the Groipdsmpliance with the terms of its debt
covenants.

19.

Equity
Capital Stock
a. Common stock

Number of Shares
March 31, December 31,

2018 2017

(Unaudited) (Audited)
Authorized - B10 par value per share 2,790,000,000 2,790,000,000
Issued and subscribed: 1,204,582,867 1,204,582,867

As at March 31, 2018 and December 31, 2017, thenP@ompany is compliant with the
minimum public float as required by the PSE.

The total number of shareholders of the Parent Gomps 1,256 and 1,252 as at
March 31, 2018 and December 31, 2017, respectively.

b. Redeemable preferred shares

Number of shares
March 31, December 31,

2018 2017
(Unaudited) (Audited’
Authorized - B10 par value per share 10,000,000 10,000,000

There are no issued and subscribed preferred shausdMarch 31, 2018 and December 31,
2017.
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Equity Adjustments from Common Control Transactions
Equity adjustments from common control transactiocfide the following:

= Acquisition of various SM China Companies by SMhiiin 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 2016.

= SM Prime common control business acquisition in6201

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

Retained Earnings

a. Appropriated

Retained earnings appropriated as at March 31, B0h8&nded for the payment of certain
long-term debts and new investments as follows:

Timeline Amount
(In Thousands)

Debt servicing

US$180.0 millior 201¢ £9,000,00(
US$360.0 million 2019 18,000,000
New investmen 2018-2020 10,000,000
B37,000,000

b. Unappropriated

The Parent Company'’s cash dividend declaratio29i8 and 2017 follow:

Declaration Dat Record Dat Payment Dat Per Shar Total
(In Thousands)

April 25, 2018 May 10, 2018 May 24, 2018 P8.20 897,580

April 26, 2017 May 11, 2017 May 25, 2017 7.77 9,559

Unappropriated retained earnings include the actatediequity in net earnings of
subsidiaries, associates and joint ventures ammayiti B185,116.9 million and

R176,587.5 million as at March 31, 2018 and Deaar3h, 2017, respectively, that is not
available for distribution until such time that tharent Company receives the dividends from
the respective subsidiaries, associates and jemtuves.
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20. Related Party Disclosures
Parties are considered to be related if one padtie ability, directly and indirectly, to control
the other party or exercise significant influengerahe other party in making financial and
operating decisions. Parties are also considerbd telated if they are subject to common
control.
The significant transactions with related partidofv:
a. Rent

The Group has existing lease agreements for afficecommercial spaces with related
companies (retail and banking group and otheredlparties under common stockholders).

b. Management and Service Fees
The Parent Company and SM Retail also receive negmeigt and service fees from retail
entities under common stockholders for managensensultancy, manpower and other
services.

c. Dividend Income
The Group earns dividend income from certain relg@rties under common stockholders.

d. Cash Placements and Loans

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

e. Notes Receivable

The Group has certain notes receivable from Cat@opper Corporation (see Notes 15
and 24).

f. Others

The Group, in the normal course of business, hteganding receivables from and payables to
related companies which are unsecured and norseied in cash.



-17 -

The related party transactions and outstandinghbatafollow:

Transaction Amount Outstanding Amount
March 31, March31 March 31, December 3!
2018 2017 2018 2017
(Unaudited) (Unaudited) (Unaudited) (Audited) Terms Condition:
(In Thousands)
Banking Group
Cash placement and investment B82,960,246 R98,656,653 Interest-bearing Unsecured;
in marketable securities 0.5% to 4.9% no impairment
Interest receivable 651,140 329,829 - -
Interest income 522,716 612,943 - -
Interest-bearing debt 25,650,900 24,493,678 Interest-bearing Unsecured
1.8% t0 5.3%
Interest payable 90,457 59,429 - -
Interest expense 280,581 120,099 - -
Rent receivable 127,023 112,099 Noninterest- Unsecured;
bearing no impairment
Rent income 231,943 216,171 - -
Dividend receivable 2,587 - Noninterest- Unsecured; no
bearing impairment
Deposits and advance rentals 18,256,000 17,475,500 Interest-bearing No impairment
4.3%
Management and service fee 20,404 23,933 Noninterest- Unsecured;
receivable bearing no impairment
Management and service fee 626 1,22¢ - -
income
Escrow fund 218,082 183,341 Interest-bearing Unsecured;

Retail and Other Entities

Rent receivable 230,188 507,849
Rent income 487,236 355,232
Management and service fee 85,171 275,148
receivable
Management and service fee 129,271 88,456
income
Dividend receivable 99,180 99,180
Due from related parties 361,817 655,580
Due to related parties 503,043 828,679
Interest receivable 9,285 8,888
Interest income 83,946 97,944
Notes receivable 6,685,195 6,399,410

Terms and Conditions of Transactions with Relatedi€s

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

parties.

1.4%to 1.6%

Noninterest-
bearing

Noninterest-
bearing

Noninterest-
bearing

Noninterest-
bearing

Noninterest-
bearing

Interest-bearing
5.0% to 10.0%

no impairment

Unsecured;
no impairment

Unsecured;
no impairment

Unsecured;
no impairment

Unsecured;
no impairment

Unsecured

Unsecured;
no impairment
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21.

Cost of Merchandise Sales
This account consists of:

March 31, March 31

2018 2017

(Unaudited) (Unaudited)
(In Thousands)

Merchandise inventories at beginning of period R27,778,74 P25,825,290
Purchases 52,633,92 46,084,836
Total goods available for sale 80,412,66 71,910,126
Less mercandise inventories at end perioc 30,795,37 26,439,97

P49,617,28 P45,470,156

22.

Income Tax

The details of the Group’s deferred tax assetdiahdlities follow:

Deferred tax assets of B2,480.6 million and B2&&illion as at March 31, 2018 and December
31, 2017, respectively, consist of the tax effectsnrealized gain on inter-company sale of
investment properties, unamortized past serviceasts defined benefit liability, provision for
doubtful accounts and others, accrued leases, Mi&fErred rent expense and NOLCO.

Deferred tax liabilities of B8,100.0 million ar8,29.6 million as at March 31, 2018 and
December 31, 2017, respectively, consist of theetBects of appraisal increment on investment
property, trademarks and brand names, capitalitedsist, unrealized gross profit on sale of real
estate, accrued/deferred rent income and unamoipiast service cost and defined benefit asset.
The disproportionate relationship between inconfereancome tax and the provision for income
tax is due to various factors such as interestimalready subjected to final tax, non-deductible
interest expense, equity in net earnings of asssiand dividend income exempt from tax.

23.

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

= Interest rate risk.Fixed rate financial instruments are subject toalue interest rate risk
while floating rate financial instruments are sebj® cash flow interest rate risk. Repricing
of floating rate financial instruments is mostlyngéaat intervals of three months or six months.

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

» Liquidity risk. Liquidity risk arises from the possibility that t¥oup may encounter
difficulties in raising funds to meet commitmentsrh financial instruments.

» Credit risk. Refers to the risk that a borrower will defaultamy type of debt by failing to
make required payments.
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= Equity price risk. The Group’s exposure to equity price risk pertaings investments in
guoted equity shares which are classified as AF8siments in the consolidated balance
sheets. Equity price risk arises from changekeérlgvels of equity indices and the value of
individual stocks traded in the stock exchange.

The BOD reviews and approves policies for managach of these risks. The Group’s
accounting policies in relation to derivatives se¢ out in Note 3.

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

The Group maintains a conservative financing sgsased has preference for longer tenor credit
with fixed interest rate that matches the naturigsafivestments. To manage this mix in a cost-
efficient manner, the Group enters into interet savaps and cross-currency swaps in which the
Group agrees to exchange, at specified intervasdifference between fixed and variable interest
amounts calculated by reference to an agreed rabtmnount. The interest rate swaps
economically hedge the underlying debt obligatiofke cross-currency swaps were designated
by the Group under cash flow hedge accounting.

As at March 31, 2018 and December 31, 2017, at@ng into account the effect of the swaps,
approximately 82.6% and 83.0%, respectively of@Gineup’s borrowings, net of debt issue cost, is
kept at fixed interest rates.

Foreign Currency Risk

The Group aims to reduce foreign currency riskeimploying on-balance sheet hedges and
derivatives such as foreign currency swap contréatsign cross-currency swaps, foreign
currency call options, non-deliverable forwards &meéign currency range options.

The Group’s foreign currency-denominated finanaggdets and liabilities and their peso
equivalents follow:

As at March 31, 2018, the Group'’s foreign curredeprominated assets and liabilities amounted
to B63,727.5 million ($1,221.8 million) and B6&)XB6 million ($1,258.9 million), respectively.

As at December 31, 2017, the Group’s foreign cunyetenominated assets and liabilities
amounted to B63,092.5 million ($1,263.6 milliond&72,478,.7 million ($1,451.6 million),
respectively.

As at March 31, 2018 and December 31, 2017, apmaiely 30.8% and 34.6%, respectively, of
the Group’s borrowings, net of debt issue costdareominated in foreign-currency.

The following exchange rates were used in tramgietoreign currency-denominated assets and
liabilities into Pesos.
March 31, December 31,
2018 2017

Philippine Peso to U.S. Dollar R52.16 P49.93
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Liquidity Risk

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

The Group regularly evaluates its projected andshdash flow information and assesses
conditions in the financial markets for opportugstio pursue fund-raising initiatives including
bank loans, export credit agency-guaranteed figs)ibonds and equity market issues.

Credit Risk

The Group trades only with recognized and creditiyorelated and third parties. The Group
policy requires customers who wish to trade onittedns to undergo credit verification.

In addition, receivable balances are monitored myalar basis to keep exposure to bad debts at
the minimum. Given the Group’s diverse base ofamsrs, it is not exposed to large
concentrations of credit risk.

As at March 31, 2018 and December 31, 2017, tlaméial assets, except for certain receivables
and AFS investments, are generally viewed by manageas good and collectible considering
the credit history of the counterparties. Pastatuenpaired financial assets are very minimal in
relation to the Group’s total financial assets.

Equity Price Risk

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

Capital Management

The Group manages its capital structure and mgke®pariate adjustments based on changes in
economic conditions. Accordingly, the Group mapuatdividend payments to shareholders,
secure new and/or pay off existing debts, retupitabto shareholders or issue new shares.

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

The Group’s gearing ratios follow:

March 31, December 31,
2018 2017
Gross 52% 52%

Nel 44% 43%
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24. Financial Instruments

The Group’s financial assets and liabilities byegatrry and by class, except for those with

carrying amounts that are reasonable approximatibfer values, follow:

March 31, 2018

Quoted Prices Significant Significant
in Active Observable Unobservable
Carrying Markets Inputs Inputs
Value Fair Value (Level 1) (Level 2) (Level 3)
(In Thousands)
Assets Measured at Fair Value
Financial assets at FVPL -
Derivative assets B2,654,47 B2,654,47 B- B2,654,47 B-
Assets for which Fair Values are Disclosed
Loans and receivables:
Time deposits - noncurrent portion 28,096,76 28,275,12 - - 28,275,12
Receivables - net (including noncurrent portion
of receivables from real estate buyers) 49,817,428 48,531,007 - - 48,531,007
Other noncurrent assets:
Deposits and advance rentals 18,256,000 19,608,388 - - 19,608,388
Long-term notes 6,685,19! 8,453,37 - — 8,453,37
102,855,39  104,867,89 — — 104,867,89
P105,509,86 P107,522,36 B- P2,654,47 P104,867,89
Liabilities Measured at Fair Value
Financial liabilities at FVPL -
Derivative liabilities BP1,726,26 P1,726,26. B- P1,726,26. B-
Liabilities for which Fair Values are Disclose(
Other Financial Liabilities:
Long-term debt (noncurrent portion and net of
unamortized debt issue cost) 323,801,755 322,029,954 - - 322,029,954
Tenants’ deposits and others* 27,758,40 25,835,229 — — 25,835,29
351,560,21  347,865,25 — - 347,865,25
B353,286,47 P349,591,51 B- P1,726,26. P347,865,25
*Excluding nonfinancial liabilities amounting to28613.9 million.
December 31, 2017
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 Valu
Financial assets at FVPL -
Derivative assets B5,341,439 B5,341,439 B— B5,341,439 B—
Assets for which Fair Values are Disclose
Loans and receivables:
Time deposits - noncurrent portion 26,688,721 @9,911 - - 27,069,511
Receivables - net (including noncurrent portion
of receivables from real estate buyers) 48,206,64446,831,054 - - 46,831,054
Other noncurrent assets:
Deposits and advance rentals 17,475,500 19,323,72 - - 19,323,721
Long-term notes 6,399,410 8,309,619 — 8,3@0,61
98,770,275 101,533,905 — — 101,533,905
B104,111,714 PR106,875,344 B P5,341,439 PB3BDE6
Liabilities Measured at Fair Value
Financial liabilities at FVPL -
Derivative liabilities B777,408 B777,408 B— 77R,408 B—
Liabilities for which Fair Values are Disclosed
Other Financial Liabilities:
Long-term debt (noncurrent portion and net of
unamortized debt issue cost) 292,555,868 297,063,01 - - 297,063,011
Tenants’ deposits and others* 25,939,021 23,705,36 - - 23,705,361
318,494,889 320,768,372 — — 320,768,372
B319,272,297 PB321,545,780 B— B777,408 B320758

*Excluding nonfinancial liabilities amounting to22495.1 million.
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There were no transfers into and out of Levelsdn@ 3 fair value measurements as at March 31,

2018 and December 31, 2017.

Derivative Instruments Accounted for as Cash Flazddes

As at March 31, 2018, the Parent Company and SmMé’hiave outstanding arrangements to
hedge both foreign currency and interest rate axposn its foreign currency-denominated debt.

Details follow:

Cross-currency swaps:

Notional Amount
(In US$ (In PhB)  Principa Fair Value Receivt

Pay US$:P Rate

Maturity

(In Thousands)

Parent:
US$3,000 B2,761,300 R2,764,480 PR133,547 LIBOR + sprea 5.3% B52.10 March 6, 2023
50,00 2,059,250 2,608,00! 551,74: LIBOR + sprea 4.1% 41.19 May 15, 2018
60,00 2,478,000 3,129,600 655,300 LIBORsprea 4.0% 41.30 May 15, 2018
70,00 2,888,200 3,651,200 767,943 LIBORsprear 4.0% 41.26 May 15, 2018
SM Prime:
25,000 1,246,900 1,304,000 (162,346 LIBOR + sprea 5.4% 49.88 March 27, 2022
25,000 1,246,900 1,304,000 (167,242 LIBOR + sprea 5.4% 49.88 March 27, 2022
5000C 2,580,501 2,608,000 (135,946 LIBOR + sprea 5.0% 51.61 June 30, 2022
Principal only and interest rate swaps:
Fair Value
Notional Principal Only Interest Rate Fixed
Amount Principal Swap Swap  US$:CNY Rate Rate Maturity
(in thousands)
SM Prime US$270,000 R14,083,220 (R1,203,265) R479,223 6.458-6.889 6.2%  January 29, 2021
150,000 8,586,364 - 66,715 - 3.2% April 14, 2019
Forward swaps:
Stirke
Notional
Amount Principal Fair Value Low High Maturity
(in thousands)
SM Prime US$100,000 B5,709,000 (R43,595) 6.314 6.485 April 15, 2019
100,000 5,709,000 (13,868) 6.288 6.496 April 15, 2019

As the terms of the swaps have been negotiatedtohnthe terms of the hedged loans and

advances, the hedges were assessed to be higidyivedf
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25. EPS Computation

March 31, March 31

201¢ 2017

(Unaudited) (Unaudited)

(In Thousands Except Per Share D.

Net income attributable to ownerf the Paren(a) P8,468,8% B7,694,30!
Weighted average number of common shares outsg (b) 1,204,58: 1,204,58:
EPS (a/b) B7.03 B6.39

26. Reclassification

The Group reclassified certain consolidated stat¢miincome accounts in 2017 to conform to
the 2018 consolidated financial statements pregentand classification. The reclassification has
no impact on the 2018 and 2017 profit or loss andtg of the Group.
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PART 1

FINANCIAL INFORMATION

Management’s Discussion and Analysis or Plan of Opation

Results of Operation

For the Three Months Ended March 31, 2018 and 2017

(amountsin billion pesos)

%
Accounts 03/31/2018| 03/31/2017] Change

Revenue P 95.0 P 85.4 11.4%
Cost and Expens:t 75.€ 68.t 10.4%
Income from Operations 19.4 16.9 15.2%
Other Charges 2.5 1.8 39.5%
Provision for Income Te 3.4 3.1 12.4%
Net Income After Tax 135 12.0 12.2%
Non-controlling Interests 5.0 4.3 15.9%
Net Income Attributable to

Owners of the Parent P 8.5 P 7.7 10.1%

SM Investments Corporation and Subsidiaries (theu@y reported P8.5 billionNet Income
Attributable to Owners of the Parert0.1% higher than 2017, and P95.0 billRavenuesl1.4%
higher than 2017.

Income from Operationmcreased by 15.2% to P19.4 billion from P16.4dyilin 2017. Operating
Margin andNet Marginis at 20.4% and 14.1%, respectively.

Merchandise Salesyhich grew by 9.9% to P67.4 billion from P61.3libih in 2018, accounts for
70.9% of total revenues in 2018. The increasdtigatable to the opening of 3M Supermarket
Savemorestores, and 7 Specialty stores and strong same-stes growth.

The Non-FoodandFood Groupcomprised 48% and 52%, respectively, of merchansides in 2018
and 46% and 54% in 2017, respectively.

As of March 31, 2018,SM Retail had 1,674 stores nationwide, namely: 58 Stores
53 SM Supermarkets186 Savemorestores, 47SM Hypermarketis46 WalterMart stores and
1,283 Specialty stores.

Real Estate Salegicreased by 24.5% to P7.4 billion from P6.0 billiin 2017 due to higher
construction accomplishments of projects from 2@18017. These includghore 2 and S Residences
in Pasay CityJFame Residencda Mandaluyong CitySouth Residences Las Pifias CitySpring
Residence@n Parafiaque City and increase in sales of Read@¢&cupancy (RFO) projects due to
strong demand fueled by international buyers, QuasgsFilipino Workers’ remittances and rising
disposable income of the emerging middle class.

Rent Revenuesderived mainly from the mall operations of SM e Holdings, Inc.
(SM Prime), increased by 13.6% to P11.4 billiomir&10.0 billion in 2017. The increaseRent
Revenueis primarily due to the new malls which opened 2016 and 2017, namely,
SM City San Jose Del Mont8M City Trece Martires, SM Cherry Congressional, SNy East
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Ortigas, SM CDO Downtown Premier, SM Cherry AntipdbM City Puerto Princesa, SM Center
Tuguegarao Downtown, SM Center Pulilan, SM CentméryandS Maisonat the Conrad Manila.
Excluding the new malls, same-mall rental growthtiZ%.

As of March 31, 2018,SM Prime had 68 malls in the Philippines with total GFA of
8.0 million square meters and 7 malls in China wotial GFA of 1.3 million square meters.

Equity in Net Earnings of Associate Companies awéhtJVenturs increased by 10.2% to
P3.8 billion from P3.5 billion in 2017 due mainlg the increase in earnings of retail and bank
associates and portfolio investments.

Dividend, Management Fees and Othiergeased by 18.9% to P3.4 billion in 2018 from83illion

in 2017 due mainly to higher management and serféges and other revenues. Other revenues
comprise mainly of income from promotional act@#j commission from bills payment, prepaid cards
and show tickets, advertising income and spongonm&hiienues, and food and beverage income of the
Hotel Group.

Selling, General and Administrative Expenseseased by 11.8% to P22.2 billion from P19.%9duil
in 2017 due mainly to additional operating experesssociated with new/renovated retail stores and
malls and new real estate projects.

Other Charges (netincreased by 39.5% to P2.5 billion from P1.8 billin 2017. Interest Expense
increased by 11.0% to P3.8 billion from P3.4 billim 2017 due mainly to new debt availments for
working capital and capital expenditure requirersenét of capitalized interestinterest Income
decreased by 12.9% to P0.9 billion from P1.0 hillin 2017 due mainly to lower balance of cash,
time deposits and temporary investments in 2018pesed to 2017. Gain (Loss) on Fair Value
Changes on Derivatives - ndecreased to a loss of P166.7 million from a gdi?16.5 million in
2017 resulting mainly from the mark-to-market vaioia of outstanding non-deliverable forward
transactions in 2018.

Provision for Income Taincreased by 12.4% to P3.4 billion from P3.1 billin 2017 due mainly to
increase in taxable income. The effective incoaxerate is 20.4% in 2018 and 20.3% in 2017.

Non-controlling interestsncreased by 15.9% to P5.0 billion from P4.3 billiin 2017 due to the
increase in net income of certain partly-owned wlidises.
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Financial Position
As at March 31, 2018 and December 31, 2017
(amountsin billion pesos)

Accounts 03/31/2018 12/31/2017 % Change
Current Asse P 200. P 212. -5.9%
Noncurrent Assets 772.1 747.6 3.3%
Total Assets P 972.1 P 960.1 1.3%
Current Liabilities P 1417 P 175.9 -19.4%
Noncurrent Liabilitie 364.¢ 330.¢ 10.4%
Total Liabilities 506.3 506.3 0.0%
Total Equity 465.8 453.8 2.6%
Total Liabilities and
Equity P 972.1 P 960.1 1.3%

Total Assetdncreased by 1.3% to P972.1 billion from P960llidni in 2017. On the other hand, total
Liabilities was maintained at P506.3 billion.

Current Assets
Current Assetslecreased by 5.9 % to P200.0 billion from P218I®iin 2017.

Cash and Cash Equivalentiecreased by 13.8% to P64.0 billion from P74.8obilin 2017 due
mainly to settlement of loans and trade payables.

Receivableslecreased by 7.9% to P29.8 billion from P32.4dillin 2017 due mainly to collections
from real estate buyers.

Merchandise Inventorieimcreased by 10.9% to P30.8 billion from P27.8dmillin 2017. Bulk of the
increase came from the Food Group.

Other Current Asseticreased by 5.3% to P66.9 billion from P63.5idnillin 2017 due mainly to
higher prepaid taxes and other prepayments, ineli@asondominium units for sale and advances and
deposits.

Noncurrent Assets

Noncurrent Assetisicreased by 3.3% to P772.1 billion from P747I&doi in 2017.

AFS Investmentdecreased by 5.3% to P24.2 billion from P25.6dwilin 2017 due mainly to decline
in market value of certain AFS investments.

Investments in Associate Companies and Joint Vestuincreased by 0.9% to
P244.2 billion from P242.1 billion in 2017. Thecierase mainly represents equity in net earnings of
associates partly offset by dividends received fessociate companies in 2018.

Time Depositdncreased by 5.3% to P28.1 billion from P26.7idmllin 2017 due mainly to new
investment in time deposits. On the other hand,dlrrent portion offime Depositslecreased by
46.0% to P7.2 billion from P13.2 billion in 2017edmainly to maturity of certain deposits.
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Other Noncurrent Assetscreased by 18.8% to P88.6 billion from P74.68dylin 2017. The increase
mainly represents higher receivable from real edtayers and deposits and advance rentals.

Current Liabilities
Current Liabilitiesdecreased by 19.4% to P141.7 billion from P178l@Min 2017.

Bank Loanglecreased by 40.1% to P14.5 billion from P24 opilin 2017 resulting mainly from loan
payments during the period.

Current Portion of Long-term Delttecreased by 41.1% to P23.7 billion from P40.Bobilin 2017
due mainly to loan payments during the period.

Accounts Payable and Other Current Liabilitie¥ecreased by 10.0% to P95.9 billion from
P106.6 billion in 201due mainly to settlement of trade payables.

Dividends Payabléncreased by 17.2% to P3.4 billion from P2.9 billiin 2017. This represents
dividends due to minority stockholders of certaibsdiaries.

Income Tax Payablmcreased by 122.2% to P4.2 billion in 2018 from%billion in 2017 due mainly
to higher income tax due in 2018.

Noncurrent Liabilities

Noncurrent Liabilitiesncreased by 10.4% to P364.6 billion from P330lkbh in 2017.

Long-term Debt - Net of Current Portionncreased by 10.7% to P323.8 billion from
P292.6 billion in 2017 due mainly to new debt avaihts, partially offset by payments during the
period.

Tenants’ Deposits and Otheiscreased by 9.9% to P32.8 billion from P29.8idmillin 2017 due
mainly to new malls and increase in customers’ digpdrom residential buyers.

Equity
Total Equityincreased by 2.6% to P465.8 billion from P453IBdpi in 2017.

Equity Attributable to Owners of the Parenbcreased by 2.3% to P335.5 billion from
P328.1 billion in 2017. This increase resulted myafrom (a) Cumulative Translation Adjustment
which increased by 44.3% to P2.0 billion from Phidion in 2017. This is related mainly to the
translation of the financial accounts®1 Chinamalls from China Yuan Renminbi to Philippine Peso,
and

(b) 4.4% increase in Retained earnings which reptssthe P8.5 billioMNet Income Attributable to
Owners of the Parentluring the first quarter of 2018. These were iplyt offset by the 12.4%
decrease ilNet Unrealized Gain on AFS Investmetut$213.4 billion from P15.3 billion in 2017 due
mainly to the decline in market value of certainSAiRvestments of the Group

Non-controlling Interestincreased by 3.6% to P130.2 billion from P125llidoi in 2017 due mainly
to the increase in net assets of subsidiariesatieatot wholly owned.
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The Company has no known direct or contingent fif@robligation that is material to the Company
operations, including any default or acceleratibram obligation. The Company has no off-balance
sheet transactions, arrangements, obligations gltlireporting year and as of the balance shéet da

There are no known trends, events, material changgssonal aspects or uncertainties that are
expected to affect the company’s continuing openati

Key Performance Indicators

The following are the key financial ratios of theo@p as at March 31, 2018 and December 31, 2017
and for the periods ended March 31, 2018 and 2017:

Accounts 03/31/ 2018 12/ 31/ 2017
Current Rati 1.4 1.2
Asset to Equity 2.1 2.1
Debt - equity Ratios:
On Gross Basis 52 :48 52 :48
On Net Basis 44 : 56 43 .57
Return on Equit 10.4% 10.4%
Accounts 03/31/ 2018 03 /31/ 2017
Revenue Growth 11.4% 8.8%
Net Margin 14.1% 14.0%
Net Income Growth 10.1% 8.2%
EBITDA (In Billions of Pesos 23.0E 20.3E
Interest Cover 6.0 5.9x

Current Ratioincreased to 1.4 from 1.2 in 2017 due mainly ® 59% decrease i@urrent Assets
with a 19.4% decrease @urrent Liabilities.

Gross debt-equity ratio remained at 52:48 in 2048 2017 but Net debt-equity ratio slid to 44:56
from 43:57 in 2017 due mainly to higher increasenet debt of 8.1% to P263.4 billion from
P243.7 billion in 2017.

Revenue growth increased to 11.4% from 8.8% in 2@hiWle Net income growth increased to
10.1% from 8.2% in 2017 due mainly to higher groettMerchandiseandReal Estatesales in 2018
compared to 2017.

EBITDA increased by 13.4% to P23.0 billion from BR2illion in 2017 due mainly to the
15.2% increase in income from operations. Consgtydnterest Cover slightly increased to 6.0x
from 5.9x in 2017.
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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 @ashcash equivalents
(excluding cash on hand), time deposits,stiment in bonds held
for trading and available for sale
Total Equity Attributable to Owners of ther@at + Total
Interest Bearing Debt less cash and caslvalgnits (excluding cash on
hand), time deposits, investments in bondis foe trading and available
for sale

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

5. Net Margin Net Income After Tax
Total Revenues

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

7. Return on Equity Net Income Attributable to Owsef the Parent
Average Equity Attributable to Owners of tharent

8. EBITDA Income from Operations + DepreciationAgortization

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

Property Group

For the rest of 2018, SM Prime will be opening dvmealls in the Philippines. By the end of 2018,
there will be 79 malls, 72 in the Philippines anthTThina with an estimated combined gross floor
area of 9.6 million square meters.

In the residential segment, 12,000 to 15,000 residlecondominium units that include high-rise and
mid-rise buildings and single-detached housing ballaunched. These new units will be located in
Metro Manila and other key cities in the provinces.

In the commercial segment, the construction of @lEeCom Center and Four E-Com Center in the
Mall of Asia Complex will continue with completisstheduled in 2018 and 2020, respectively.

In the hotels and convention centers business 8Mt,Prime is set to expand Park Inn - Clark in
Pampanga this year.

SM Prime’s land banking initiatives will continug 2018.

Retail Group

In 2018, the Retail Group plans to opernSM Stores4 SM Supermarketsl8 Savemorestores,
2 SM Hypermarketand 89 specialty stores.

The above expenditures will be funded through irdlly generated sources and other capital raising
initiatives such as bond issuances and loan avatkne
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PART I FINANCIAL INFORMATION

Item 3. Aging of Accounts Receivable - Trade

SM Investments Corporation and Subsidiaries
Aging of Accounts Receivable - Trade

As of March 31, 2018

(in Thousands)

Receivable from tenants

Third-party tenants -P 6,749,250

Related-party tenants 357,211
Receivable from real estate buyers

- net of non current portion 22,763,393

Other trade receivable 106,581
Total P 29,976,435
Aging:
Neither past due nor impaired - P 26,314,057
31-90 days 746,045
91-120 days 371,429
Over 120 days 1,459,413
Impaired 1,085,491

Total P 29,976,435
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PART II - SIGNATURE

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

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

Registrant: SM INVESTMENTS CORPORATION

%// 7@& ' ateD >11-18

Franklin C/Gomez\_ )

Senior Vice President — Finance
Corporate Information Officer




