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SECURITIES AMD EXCHANGE COMMISSION

SEC FORM1T-A
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ANNUAL REPORT PURSUANT TO SECTION 1

OF THE CORPORATION CODE OF THE PHILIPPI ~IE§

OF THE SECURITIES REGULATION CODE AND SEC] mmm ﬂgjﬁ K ?JTE
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For (he fiscal yaar ended: 31 December 2015 N {"HP‘-‘J e
2EC ldentification Mumber: 145430 3. BIR Tax ldenfification Mo, 000-144-386
Exact name of [ssuer as specifizd in itz charer, SHAMG PROPERTIES, INC.
Philippines 6. (SEC Use Only)
Pravince, Country or other jurisdiction of Industry Classification Code:
incorporation or erganization
Level 5, Administration Offices, Shangri-La Plaza Mall )
EDSA corner Shaw Boulevard, Mandaluyang City 1550
Address of principal offics Postal Code

{6321 370-2700
lzsuer's telephone numbsr, including area code

MNTA
Former name, former address, and farmer fiscal year, if chanoed since last report,

Securities registered pursuant to Seclions & and 12 of the SRC, or Sec. 4 and 8 of the R34

Title of Each Class Mumber of Shares of Commen Stock Outstanding
and Amount of Debt Outstanding

Comman Stock 4. 764,056,287 common shares
(* notincluded are the |ssuer's 2,695 treasury sharas)

Arz any or all of these secunties listed on a Stock Exchange,
Yes[X] Mo []

IF yes, state the name of such stock exchangs and the classes of securilies listed therein:
Philippine Stock Exchange Comman Shares

Check whether the [ssuer;

{a] has filzd all reports required to be filed by Section 17 of the SRC and 8RC Rule 17.1 thereunder or Section 11 of
the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26 and 141 of The Corparation Cade of the Philippines
during the preceding twelve (12} months (or for such sharter period that the lssuer was required to e such
reports);

Yes [ X] Mo [ ]

(b} has been subject to such filing requirements far the past ninety (90) days.

Yes [X] Mo []

State lhe aggregate market value of the voting stock held by non-affiliates of the lssuer. The aggragate market value
shall be computed by reference to the price at winch the slock was sold, or the average bid and asked prices of such
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slock, as of a specified date within sixty (80) days prior to the date of fiing. If a defermination as to whether a particular
person or entity is an affiliate cannot be made without involving unreasonable effort and expense, the aggregate market
value of the common stock held by non-affiliates may be calculzted on the basis of assumptions reasonable under the
cirournstances, provided the assumplions are set forth in this Form. (See definition of "affilite” in “Annex B').

The aggragate market value of the voting stock held by non-affiliates of the Issuer as of 31 March 2016:
4,080,164,509.96.

Assumptions:

(a)  Total no. of shares held by non-affiliates

as of 31 March 2016 : 1,324 728757
b} Closing price of the Issuar's shares
an ihe Exchange on 31 March 2016 i R3.08

() Aggregate market prics of (a) as of
31 March 2018 ; 4,080,164 509.56

APPLICABLE ONLY TO ISSUERS INVOLVED IN
INSOLVENCY/SUSPENSION OF PAYMENTS PROCEEDINGS
DURING THE PRECEDING FIVE YEARS:

Check whether the Issuer has filed all documents and reports required to be filed by Section 17 of the Code
subsequant to the distribution of securities under a plan confirmad by & eourt or the Commission.

Yes [ ] Mo [ ]
DOCUMENTS INCORPORATED BY REFERENCE

If any of the fallowing documents are incorporated by reference, briefly describe them and identify the part of SEC
Farm 17-4 into which the document is incorparated:

{a)  Any annual report to security holders;
(b} Anyinformation statement filed pursuant to SRC Rule 20;
(c)  Any prospectus filed pursuant fo SRC Rule 8.1,

Mane of the above documents are incorporated herein by reference.

PART |- BUSINESS AND GENERAL INFORMATION

Item 1. Business

Furnish the information required by Part |, Paragraph (&) of *Annex C, a5 amendad”.

(&)

Dascripfion of Business
{1y Business Development

The Issuar was first incorporated on 21 Oclober 1887, It was inifially named the Shangri-La Properties, Inc., then
MUl Resources Fhilippines, Inc., then Edsa Properties Holdings Inc. [EFHI], before its presant name Shang
Properties, Inc.  Since its incorparation, it has not been the subject of any bankruptoy, raceivership or similar
proceadings. For the last three years prior 1o the submission of this 2013 Annual Report and to date, lssuer has not
also undergone any materal reclassification, ar purchase or sals of a significant amount of assets not classified a5
ardinary.



In the three {3) years prior to its 2014 Annual Report, the significant developments in |ssuers business are as
follows:

O 28 Way 2008, Shang Glabal City Properties, Inc., of which Issuer's subsidiary Shang Global City Holdings, Inc., is
an equily holder to the extent of 40%, entered into a Deed of Absolute Sale with Fort Bonifacic Development
Corporation (*FBDCY), for the purchase of & 15,120 sqm. parcel of land within the development in Taguig City,
Philippines, known as the Bonifacio Global City. A luxury hotel and condominium development is envisioned to be
constructed on this property.

On 30 June 2008, the Issuer and its whally-owned subsidiary, Shang Fort Bonifacio Holdings, Inc. (SFBHI), entered
into a Sharehalders' Agreemant (Agreement) with Oceans Growth Limited (OGL), a subsidiary of Shangi-La Asia
Limited (SA4), and Alphaland Corporation (AC).  Under the Agreement, SFBHI shall cause its whelly-owned
subsidiary, Fort Bonifacio Shangri-La Hotel, Inc. (FBSHI) fo issue 5,000 comman shares 1o OGL and 2,500 comman
shares lo AC such that upon completion of the issuance to, and, subscription by OGL and AC, FBSHI shall becoma
& joint veniure company with the fallowing ownsrships structure.

SFEHI - 40%

OGL - 40%

AC - 20%,
100%

On 02 April 2014, the Issuer's wholly owned subsidiaries, Shang Global City Holdings, Inc., and Shang Fort
Bonifacio Holdings, Inc., acquired Alphaland Development, nc’s Twanty Per Cant (20%) equily in Shang Global City
Froparties, Inc., and Fort Bonifacio Shangri-La Hotel, Inc. 4

On 02 September 2014, the SEC approved the merger betwsen Shang Global City Properies, Inc., and Fort
Borifacio Shangri-La Hotel, Ing., with Shang Global City Properties, Inc., &5 the sundving entily.

On 09 Movermbar 2009, fhe lssuer antzred into a Memorandum of Agresmeant with its subsidiary Shang Properlies
Realty Corporation (“SPRC™) (farmerly, The Shang Grand Tower Corparation), wherein lssuer agreed with SPRC 1o
develop a portion of Issuer's Propery located at Edsa cor. Shaw Blvd., Mandaluyong City, into another commercial /
retail building {*Project’) comprised of a shopping mall, parking facilities, and high-rise residential condominium
building to be knawn as "One Shangri-La Place”, Under the MOA, Issusr commits to transfer a portion of its Property
whare the Project will be constructed, and to centribute up to PHP TWO BILLION FIVE HUNDRED MILLICN and
00400 (PHP2Z,500,000,000.00) to partially fund the construction of the Project. SPREC, for its part, will put up the rest
of the furding required for the construction of the Projecl. On 20 September 2013, Shang Froperties Really
Corparation purchased the Property from Issuer,

On 31 March 2011, lssizer's subsidiary, Shang Properly Developers, Inc. executed a Dead of Absolute Sale with
Asizn Plaza | Condominium Corporation and Asian Flaza, Ine. [bath are Filiping corporations), far the purchase of
the mized use condominium project known as the Asian Flaza | and the parcel of land of which said project stands,
for 2 consideration of PHP S1X HUNDRED FIFTEEM MILLION and 00400 (PHPE15,000,000.00), The Asian Plaza |
is located at the corner of Gil Puyat Ave., Tordesillas St and H. V. de |2 Costa 5L, Salcedo village, Makati City,

Cn 27 June 2011, lssuer purchased L'Hirondelle Holdings, Inc.'s S0million common shares and 270million preferrad
shares in Shangri-La Plaza Corporation {“3LPC") {representing 21.28% equity in SLPC), far & total consideralion of
P4AE0, 000,000,300, Said sale increased Issuer's equity in SLBC from T8.72 % previously to 100%, making SLPC a
whlly-cwnad subsidiary of Issuer, SLPC owns and operates the mall establishmant known as the Shangri-La Plaza
which is located in Mandaluyong City.

A3 noled above, on 02 September 2014, the SEC approved the merger bebween Shang Global City Properiiss, Inc.,
and Fart Bonifacio Shangri-La Hotel, Inc., with Shang Global City Properties, Inc., as the surviving antity. Other than
thiz merger, lssuer's ofher subsidiades have not undergons any material raclassification, marger, consolidation or
purchase or sale of a significant amount of assats not classified as ordinary.

Businass of lssuer

(4)  Description of lssuer



(i

The Issuer is a property devalopment, real estate management and investment holding company. It i
publicly subscrined and was listed in the Philippine Stock Exchange in April 1999, lts significant and
aclive subsidizries are as follows:

»  Shangri-La Plaza Corporation (100% owned by Issuer);

+  SPI Parking Services, Inc. {formerly EDSA Parking Services, Inc.) {11}[) % owned by Issuar); and

Shang Properties Realty Corporation (formerly, The Shang Grand Tower Corporation (100 %

owned by Issuar)

EPHI Logistics Holdings, Inc. (60% owned by Issuer)

Shang Global City Holdings, Ine. (100% cwned by lssuer)

Shang Fort Bonifacio Holdings, Inc, (100% owned by lssuer)

Shang Proparty Managemant Services Corporation (formerdy EPHI Project  Management

Sanvices Corporation) (100% owned by lssuer)

»  KSA Realty Corporation (52.90% owned by lssuer)

»  Shang Proparty Developers, Inc. { 100% owned by |ssuer}

s Shang Global City Properties, Inc. (60% ownad through the Issuer's wholly owned subsidiaries
Shang Global City Holdings, Inc., and Shang Fort Benifacio Holdings, Inc.)

+  The Rise Development Company, Inc, (100% owned through Issusr's wholly ovined subsidiary
KPPl Realy Corparation)

s Shang Wack Wack Properties, Inc, (100% owned by Issuer)

* & 4 &

Shangri-La Plaza Corporation was incorporated en 08 January 1993 fo invest in, purchase, own, hald,
lease and operate the Shangri-La Plaza Shopping Complex located at Mandaluyong City, Philippines.
lts primary business is leasing. The Shangri-La Plaza Shopping Complex houses Rustan's
departmant store, theater, cinema, restaurants, fagt-food outlets, boutiques and specizlty stores. s
tenants are leading intemational and local retailers such as Marks & Spencer, Escada, Hugd Boss,
Rusian's, Zara, Debenham's, Armani, efc., which caters to the upscale market.

SP1 Parking Services, Inc, (“SPSI") was incorparated on 14 Movember 2001 to own andfer manage
and operale carpark facilities including those surrounding the Shangri-La Plaza Shopping Complex,
and to rendar such other services as may be related or incidental fo the management and operation of
said carpark facilities.

The Shang Properties Really Corporalion (formerly, The Shang Grand Tower Corporation) was
incorporated on 20 August 2003 as a realty development company. It construcied The Shang Grand
Tower, a high rise luxury condominium at the heard of the Makali Commercial Businass District. 1t is
also the owner and develaper of The St. Francis - Shangri-La Place, a two-fower high rise residential
condominium located in Orligas, Mandaluyong City, It is also the owner and developer of One
Shangri-La Place, & mixed use high rise development located at Edsa cor. Shaw Blvd., Mandaluyong

City.

EPHI Legistics Holdings, Inc., was incarporated on 20 August 2002 as a holding company.

Shang Global City Holdings, Ing., was incorporated on 11 Dacember 2007 as a holding company.
Shang Fort Banifacia Haldings, Inc., was incorporated on 11 December 2007 a3 a holding company.

Shang Property Management Senvices Corparation was incorporated on 10 Cclober 2006 for the
purpose, among others, of acting as managing agents or administrators of Philippine corporations
willh respect o their business or praparties,

KS4 Realty Corporalion was incorporated on 03 August 1990 as a really develapmant company. It
owns The Enterprise Center, one of the most modern and luxuricus office buildings in the country
which is located at the heart of the Makati Central Business District.

Shang Proparty Devslopers, Inc. which was incorporated on 17 Cecember 2010 as a realty
development company, It is the owner and devaloper of the Shang Salcedo Flacs, a residential
condominium located in Sen, Gil Puyat Ava. cor. Tordesillas 5t, HV. de la Cosla &1, Salcedo Village,
Makati City. It is slated for completion in 2015,
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Shang Global City Properiies, Inc., was incorporated on 13 December 2007. By virtue of the SEC
approved merger batween Shang Global City Properties, Inc, and Fort Benifacio Shangni-La Hotel,
Inc., Shang Global City Properiizs, Inc., is now the owner 2nd developer of the hotel and residantial
develapment known as Shangri-La at the Fort. The residential companent of the development has
commencad pre-seliing.

The Rise Development Company, Inc., will be joint venturing with Vivelya Development Campany,
Inc., for he development of a mixed use development ta be known as The Rise, located in Malugay
St San Antonio Village, Makati. ‘

Shang Wack Wack Properties, Inc., was incomorated on 13 January 2016 as a realty development
COmpany.

lssuer's subsidiary, Shang Properties Realty Corporafion {formery, The Shang Grand Tower
Corporation) and Shang Property Davelopers, Inc. sold units of the condominium developrent The
&t Francis Shangri-La Place to non-resident Filipinos and foreigners, but not exceeding 40% of the
tofal no. of units. It has been seling units of the One Shangri-La Place, its latest condominium
davelopment, but subject to the limitation that not more than 40% of the fofal number of units shall be
=old to foreigners, Issuar's subsidiary Shang Property Developers Inc. has also slarted selling units to
its residential condominium developmeant, Shang Salcado Place, sales for which are also subject lo
the 40% alien ownership limitation.

This is nol applicable to the lssuer. 1L is primarily 2 holding company and lhersfore has no direct
distribution meihads of praducts and services.

Meither the Issuer nor its subsidiares have new products or services which may be described as
requested in this parlicular saction.

Insofar a5 the Issuer's competitors are concemad, the Issuer's competitors are uppsr middle to high
end real esiate companies who are involved in property development such as Ayala Land and
Megaworld. lssuar can and will be ablz to cormpele in the property development industry because of
its strong financial position, international experlise and strong brand position. For the Shangri-La
Plaza Comporation, its competitors are enlities operafing similar upscale malls such as Rockwel,
Podium, and Greenbell 3. The Shangri-La Plaza Corparation is nol threatenaed by competition where it
is tha anly truly upscale commercial complax in its geographic location, and where it is continuausly
upgrading its facilities in order to cater to its upscale market. SPSI's competitors are those entities
who are into carpark managemant and operation. SPEIis in a healthy financial position and has the
expertise to efficiently and viably operate its carpark facilitias.

This section on raw materials and suppliers is not applicabla to the Issuer nor to its subsidiaries by
reazon of the nature of their businesses as herein dascribed. '

Mzither the |ssuar nor its subsidiaries operziions and businssses are dependent on a single cusiomer,
the lass of which would have & material adverse effect on the lssuer and its subsidiaries taken as a
whole, by reason of the nature of their busingsses as described herein,

O transactions with andlor depandence on relaled parties:

With lssuer’s subsidiaries:

a.  With Shangri-La Plaza Cerporalion (SLPC)

i) & portion of the lssuar's land whers the Shangri-La Plaza Mall is located is being leased to
SLPG, The lease is for a period of twenty five (25) years from 08 January 1993, Rental income is
calculated st 10% of SLPC's annual rental income from mall operations plus a ceriain
percentaqe of the carpark’s net incoma,

i) Issuer and SLPC have in turn entered inte an agreament whereby SLPC shall lease said mal
facility from Issuer of a period of five (5) years commencing on September 2012, renewabile upen



mutual agreement of the Parties. Rental income is calculated at 12% of SLPC's annual rental
income from mall operstions.

b, With 3P Parking Services, Inc. (SPEI)

Cn 16 January 2002, the lssuer entered into an agreement with SLFC and SPSL
Under the tarms and conditions of the agreement, SPS| will be grantad limited usufrucluzry rights
over the lssuer's perking spaces far a consideration equivalent to a catain percentage of SPSI's
gross income less direct and indirect sxpenses. The egreement has been renewed annually and
subsists to date,

¢, With Shang Properties Realty Comparation (formery, The Shang Grand Tower Corporation]

On May 8, 2005, the lssuar entersd inte & Memorandum of Agreement ["MOA"} with Shang
Properties Realty Corparation ["SPRCT) whersby Issuer, a3 registerad owner of a parcel of land
located along St Francis Road cor. Inlemal Road, Shangri-la Complex, Mandaluyong City
{*Froperty”), agreed with SPRC for the latter to dewalop the Propedy info 2 two-tower high rise
residential condominium fo be known as The St Francis Shangri-La Place ["Project’). SPRC
shall provide the funding for the Project which was completed in 2003,

The MOA, among others, provides that Issuer, as the owner of the Property, comimits to fransier
the same, free from all lizns and encumbrances, in favor of the Condominium Corporation that will
be incorporated upon the completion of the Praject. Panding the transfer of the Property io the
Condaminium Carporation, |ssuer shall allow the use of the Property for the construction of the
Projecl, subject to the tems and conditions hersinsfter stpulated. SPRC shall provids funding for
the consiruction of the Froject. It is the intention of the Parlies to allocate the resulting units in
the Froject between them, with each pary faking ownarship and possession of its respective
allocated units "Allocated Units™), with full power and discretion on the disposition of the sams,
subject enly the perinent condifions hereundsr condained. The allocation batween the Parlies of
the Weai Saleable Area shall be at the rafio of taenty percent (20%) to Issuer and eighty parcent
{80%) o SPRC subject to adjusiment bassd on mutual agreement of the Paties. The actusl
designation of the Parfies” raspeciive Allacated Unils shall be defermined upaen completion of the final
plans and shall be incorporated in 2 supplemental agreemant to be exacuted by the Fariss. The
Farties glso agreed that Seventy Five (75) contiguous parking slots shall be sllocated to the Issuer.
The azllgcation of the remaining parking slots net of the 75 slats allocated to lssuer shall b gighty
parcent (80%) o SPRC and twenty parcant (20%) to lssuer subject to adjustment based on mutual
agreement of fhe Parties. The aclual designation of the parking slofs shall be delenmined vpon
completion of e final plans and shall be incorporated in & supplemental sgreament to be executed
bry the Parfies.

On 09 Novembar 2008, the Issuer enterad info a Memorzndum of Agreement with its subsidiary
Shang Properlies Really Corparation {*SPRCY) {formeily, The Shang Grand Tower Carporation),
whersin Issuar agreed with SPRC to davelop 2 porlion of Issuer's Proparty located at Edsa cor.
Shaw Blvd., Mandaluyong City, into another commercial f retail building {*Project”) comprised of
a shopping mall, parking faciliies, and high-rise residential condorninium building to be known as
*One Shangri-La Flace”. This MOA was rescinded by the Parties on 20 Seplember 2013,
wherein SFRC purchased the land from Issuer o become bolh the landowner and developer of
the Project.

With lzsuer's affiliates:

a.  Edse Shangr-La Hetel & Resart, [ne.

The |zsuer lzazed a porticn of iz land to an affiliate, Edsa Shangri-Lz Hotel & Resod, Inc., whare
ihe |ztier's Edsa Shangri-La Hotel is located. The lzase is far a period of twenty five (25) years
commencing on 28 August 1882, renawable for another twenty five vears at the option of the
leszee, Rental income is computed on a fixed percentage of the Hofel's room, food and
beverzge, dry goods and other service payments,

o



(i)

{a)

(i)
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i)

b, With alher affiliates:

On 1 January 2001, the Issuer entered info a cost sharing agreement with SLFC and other
related companies for the services rendered by fhe officers of the Company to is relatad
companies. Other transactions with related companias substantially consist of reimbursement of
sxpensas paid for by the lssuar in behalf of its affiliates and vice-versa.

Between |ssuer's Affiliates:

a. Shang Praperty Management Senvices Corporation entered into a Memorandum of Agreement
with K54 Realty Corporation, pursuant io which the former shall assist the lallar in managing and
administaring he leasing operations of The Enterprise Centar,

b, Shang Property Managemant Services Corporation enfered into a Memarandum of Agresmant
with The Enterprise Cenlar Condominium Corporation pursuant to which the: former shall assist
the latter in mananing and administering the condominium development known as Tha
Enterprise Canler, specifically with respect to the common areas thereof.

& Shang Property Management Services Corporafion entered into a Memorandum of Agreement
with The Si. Francis Shangri-La Place Condeminium Corperation pursuant to which the former
shall zssist the latter in managing and adminiztering the condominium development known as
The Enlerprisa Center, specifically with respect to the common arsas thereof.

d.  SP| Parking Servicas, Inc. enlered inte a Memorandum of Agresmant with K34 Really
Corporation, with confarmity of The Enterprise Center Condominium Corparation, ta administar,
manage and operate the TEC Parking Slofs as 2 pay parking facility under a mutually agreeatble
remuneration schema,

Meither the |ssuer's or any of its subsidiaries' businesses are dependent upon or expecied to depend
upon any pateni, frademark, copyright, license, franchise, concession, or royalty agreement.

Meither the lssuer or any of its subsidiares have products or services requiring governmenial
approval,

There are no existing govemmental regulaiions which affect or may affect significantly or adversely
the lssuer's or any of its subsidiaries' businesses or operations.

ieither the Issuer or any of its subsidiaries have allotted any significant amaound of podtion of their
revenues for research and development activities whera the same are not highly necessary given the
nature of their businesses. :

The Issuer, as with the 3Pl Parking Services, Inc., by the nature of their businesses have no direct
obligation o comply with environmental laws. As for the Shangr-La Plaza Corporation, Shang
Properties Fealty Corporation, and Shang Property Cevelopers, Inc. (for its developments, The Shang
Grand Tower, The St Francis-Shangri-La Place, Ong Shangri-La Place, and Shang Salcado Place)
the costs of its compliance with enviconmental lsws is not significant given the overall oparational
costs. ‘

The lssuer has 31 employees to date and does not anficipate adding to said number significantly in
the next 12 months. The breakdown as 1o type is as follows:

Rank and file - 19
Supenvisory - 21
Managerial - 22
Exgcuive - 7
Froject based - 22

Poo o

5Pl Parking Services, Inc. {formerly Edsa Parking Services, Inc.} has 20 employees. The breakdown
as to typa is as follows:

a.  Rankand file - 12
b, Supervisory - B



{xv)

¢, Managenal - £
Shangri-La Plaza Comaration has 95 employess. The breakdown as to type is as follows:

Rank and filz - 27
Supervisory - 50
Managerial - 18
Execufive - 2

coon

The Shang Properties Realty Corporation (farmerly, The Shang Grand Tower Corporaiion) has 53
employess. The breakdown as to type is as follows:

Fank and file - 19
Supervisory - 11
Managerial - 14

Projact based - 23
Consultancy based - 16

®oo oo

Shang Property Management Services Corporation has 53 employees. The breskdown as to type is
as follows:

Fank and fila -2
Superisory - &
Manageral - 13
Frojzct based - 20

o0 o

The Shang Property Developers, Inc. has 24 employees. The breakdown as to type is as fﬂHD‘.-':'s‘_
a. Manageral - 2
b. Project based - 16
¢ Consultancy based - 6

KSA Realty Corparation has 3 employees, The breakdown as to type is a3 follows:

a  Rank and file - 2
b.  Supendsory -1

The Rise Development Company, Inc., has 72 employees. The breskdown as to type is as follows:

z.  Rankandfle -2

b, Managerial - 5

¢ Project based -15

d. Consultancy based - 50

Mone of the lssuer's nor its subsidiaries’ employess are coverad by Collective Bargaining
Agraements.

The major risks faced by Issuer and its subsidiaries in its different lines of businesses are as follows:
a.  Mall cperations (of ELPC)

The Shangri-La Plaza Mall faces compatition from adjoining malls in the Origas area, as well as
other high-end malls in Makati. The Mall staff keeps a close eye on the developments and
markeling programs of the other malls 1o ensure that they can respond quickly. A lot of emphasis
is placed on maintaining the faciities of the Mall and improving these to ensure that patrons have
an enjoyabla stay at the Mall. In addition, the Mall's tenant mix is conslantly being reviewed to
ansure that customers have a wide variely of choices,
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Properties

Cffics leasing operations (of KSA Realty Corporation, 52.90% owned by lssuer)

K54 Rezly Corporation owns and operates The Enterprise Center (TEC). TEC faces
competition in the office leasing market fram adjoining buildings in Makatl. However, because of
its superior facilities, TEC has been able to mainizin its premium image in the market, TEC
acoupancy leval ramains high despite siff competition,

Laasing 1o the Edsa Shangri-La Hotel (by the Issuer)

The Issuar receives regular rental income based on sales from the Edsa Shangri-La Hotel. Al
times, this income is affected if the Hotel's eccupancy goes down due to evenis affecting
wiorldwide travel and fourism. The Hotel has shown resiliency, however, and has been abla to
bounce back quickly from these sifuations. The recent renovation of the Hotel's rooms and
resiaurants should further improve the lssuar's incame,

Parking Cperafions (by SP1 Parking Senvices Inc.)

The major risk to the parking operations is the proposal, which is being pushed off and onin the
Philippine Congress, to prevent commercial establishments fram charging parking fees. This wil
result in chaos and confusion in the parking operations since nothing will prevent car owners in
adjgining buildings from using the car park facilities in the complax to the delriment of legiimate
mall and hatel pations. The Company is making representations against this measure in
coordination with other mall aperators,

Residentizl Condominium Sales

The residential condominium projects of the Issusr's subsidiary, Shang Properties Really
Corparation (*SPRCY, Shang Propery Devalopars, Inc. ("SPOI), Shang Global City Properties,
Inc. ("SGCPIY, and The Rise Development Company, Inc, (‘TRDCIY), face competition from
othar major developers such as Ayala Land and Megaworld, The lssuer is able to compete
effactively be offering condominium units that are superior to the olher projects in terms of thair
amenitias, design and layout, finishes and professional building manageament.

Furnish the information reguired by Part |, Paragraph (B} of "Annex C, as amended”,

Cn proparties owned by lssuer

{2

(t)

£ 71,101.00 sqms. propery at the heart of Otigas Center, partions of which are being leased out to the Edsa
Shangri-La Hotel and the Shangri-La Plaza Corporafion for the oparation of the Shangri-La Plaza Mall, while some
portions are being utilized as carpark anzas.

(i}

(il

Shangri-La Plaza Corporation's lease of the land on which lhe Shangri-La Plaza Mall stands is for a perod of
25 yaars. Rental tharefore is an amount equivalent to 108 of Shangri-la Plaza Corporafion’s gross rental
incorme, Shangri-La Plaza Corporation has no oplion to renew the lease.

The Edsa Shangri-La Holel's lzase of the land on which it stands is for a period of 25 years. Renfal
arrangament is as follows: '

from hotel aperations: 3% of room sales revenug

from retaillrestaurant and olher hotel aperations: 5% of salas revenue from food and beverage; 3% of
sales revenue from dry goads! services

fram subleasing aparations: 5% of sales revenue from food and beverage; 3% of sales revenus fram dry
goods/services

The hotel has an option fo renew the lease for another 25 years.

A caipark building also within the 71,101.00 sgms. area, abutfing the Shangri-La Plaza Complex, with & gross floor
area of 23.625.72 sqm, and 681 slals.



On Propedies owned by lssuar's subsifianies;
{a)  Properties owned by the Shangri-La Plaza Carporation:

il Shangri-La Plaza Mall, an upscale shopping center at EDSA cor. Shaw Blvd., Mandaluyong Cily, with & gross
floor area of approximately 134,552 sgm,

bl Properizs owned by the 8P Parking Services, Inc.
il Mone. Itenly manages and operates the carpark facilities described above to be owned by the lssuer,
(c)  Properties owned by Shang Properties Realty Corporation (formarly, The Shang Grand Tower Corporation)
{il  The St Francis - a Shangri-La Place, a two-tower high rise residential condominium located along St IFranﬂis
Road cor. Intemal Read, Shangri-La Complex, Mandaluyong City which was completed in late 2008, About

88% of the units of said development have basn sold fo date.

(il 9852 sqms of land located at Edsa cor. Shaw Blvd., Mandaluyong City, on which the development One
Shangri-La Place has been constructsd.

{d)  Properies owned by EPHI Logistics Holdings, Inc.
Mane,
lg)  Properlies owned by Shang Global City Haldings, Inc.,
Shang Global City Holdings, Inc., does not direcily cwn any property. However, Shang Global City Properfies, Inc.,
which is 100% owned by Shang Global City Holdings, Inc., has purchased from Fort Bonifacio Cevelopment
Corporation ("FBDC"), a 15,120 sgm. parcal of land within the development in Taguig City, Philippines, known as the
Banifacio Global City, Shang Global City Properies, Inc., is 2lso the ownar and developer of the Shangri-La at the
Fort and Horizan Hames localed at Crescant Park West District, Fort Benifacio, Taguig City,
if Properties owned by Shang Fort Bonitacio Haldings, Inc.
Mone,
igy  Properties owned by KSA Realty Corparalion
The Enterprise Center, an office condaminium along Ayala Avenue, Makali City.

() Froperties owned by Shang Property Developers, Inc.

{i} The residential candaminium known as Asian Plaza | and the parcel of land on which its stands located at the
comear of Gil Puyat Ave., Tordesillas St and H. V. da la Costa 5t Salcedo Village, Makati City.

{i) Shang Wack Wack Froperties, Inc.

[iy Shang Wack Wack Proparias, Inc. has agread to purchase four (£) configpuous parcels of land located along
Wack-Wack Road, Mandaluyong City.

Eacapl as disclosed gbove, the Issuer and ils subsidiznias are not currenily leasing any real properly. As at the lime of the
filing of this report, neither tha lssuer nor its subsidiaries intend to acquire any property in the next twelve [12) months,

ke 3. Ledal Proceedings
{a)  Fumish the information required by Part 1, Paragraph (C) of *Annex C, a5 amended”.
{it O 14 July 1993, a complaint was initially fled before the Pasig Regional Trial Court (RTC-Pasig) by the principal

contractor of the Shangri-La Plaza Mall against the |ssuer and its Board of Direclors for the recovery of the balanca
of alleged unpaid construction work, compensatory and moral damages, legal fees, and liligation costs. On 27
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[tem 4,

Oclober 1998, the RTC-Pasig issued an order direcing the parties fo arbitrate their dispute under the Arbitration
Lave. On July 31, 2006, the Arbitral Triounal that was constitutzd by the Parties, ordered BF Corporation to file its
Staternent of Claims, and fhe |ssusr and the other defendants fo file their respective Answers thereafler. BE had
ingreased its claims for unpaid bilings, change orders, damages, efc., to a total of about P228.6 million, lssuer and
the other defendants have put farth counterclaims in the totel amount of sbout P20 million. After due hearings on
arhitration and tha submission by the Padies of their respective memeranda, the Arbitral Tribunal, in its Decision
datzd 31 July 2007, ruled that BF is entiied to an award of only P46,905 98779, while lssuer is enfitled to an award
of P8,387484.05. Both Parlies have appealad the Dacision of the Aditral Tribunal to the Court of Appesls. The
Court of Appesls having issued its Dacision on 12 August 2008, both parties have fled pefilions ior review on
eatiorar with the Supreme Court. The Suprsma Court has yet to release ils decision on the case to date.

{ii) On Movember 23, 2005, Issuer together with The Shang Grand Tower Corporation (2 subsidiary of lssuer) (now
thi Shang Properiizs Realty Camporalion), were named respondents in a case bafore the Bursau of Legal Alizirs of
ihe Intellzctual Property Office of the Philippines (BLA-IPPHIL), entilled *ASE Development Ceorporation v. The
Shang Grand Tower Corporafion and Edsa Properfies Holdings, Inc., for unfair competition, false and fraudulent
declaration and damages with application for issuance of a Temporary Restraining Crdar and Writ of Preliminary
Injunclion” Complainant ASS alleges that Respendents committed acts of unfair competition and false and
fraudulent daclaration by the Respondsnts' use of the terms “St. Francis” for their residential condominium project
located along St Francis St cor. Shaw Bled,, Mandaluyong City. Issuer is the project owner, while TSGTC s the
project developer. On Decamber 18, 2006, the BLA-IPPHIL rendsred its decision and niled that Respondents cannet
usa the name “St Francis Towers”, but they can use the nams "S5t Francis - Shangri-La Place”. The BLA, however,
did ot award any damages to ASE stating hat no evidence was presented by ASE as to the amount of damagas it
suffered. Respondents and ASE have both padizlly appealed the BLA Decision. The Office of the Direclar Generzl
promulgated its Decision on 03 Seplember 2008, ASE appealad said Decision before the Court of Appesls. The
Court of Appeals having issued its Decision on 18 December 2009 favoring ASB's position, TSGTC (now SPRCY,
appesled the same 1o the Supreme Court. The Supreme Coud, inits 21 July 2014 DECISION, which has attained
FINALITY, decidad in favor of Issuer, and sxonerated izsuer from charges of unfair competition. Cespits tha finzlity
of the 8C's Decision in this case, thers remains an offshoot caze panding with the Court of Appeals which has ils
roots in the apposition filed by A58 (now 5t Francis Square Development Comporation) to the use by SPRC of the
mark “5t. Francis-Shangri-La Plaga”

As fo any proceeding that was ferminated during the fourth quarter of the fiscal year covared by this reper, furish
information similar to that required by Part |, Paragraph {C) of “Annzx C, as amended”, including the date of
termination and & descriplion of the disposifion thereof with respect to the [ssuer and its subsidiaries,

There are none.

Submission of Matters to a Vote of Security Holders

If sny matter was submitted during the fourth quarier of the fizcal year coverad by this raport io a vote of sscunty holdars,
thraugh the solicitation of proxies or otherwise, furnish the following information:

(=)

The dzte of the meeting and whether it was an annual or special meeting.

If the meeting involved the election of directors, the name of each dirsctor elected at the meeting and the nams of
sach other director whose term of ofiice 25 a direclor conftinued afler the meeting.  MNole whather such diractor was
elzcted as an “independent director” under Section 35 of the Code and SRC Rule 38 thereundar.

A brief description of each matter voted upon at the meeting and state the number of voles cast for, against or

withhald, as wall a5 the number of abstentions as to each such matter, including a separate tabulztion with respact to
gzch nominee for office.

During the Annual heeting of the Stockholders of the |ssuer held on 18 June 2015, the stockholders approved and ratified
thie following;

1.
2

tlinutes of lhe Annual Stockhalders Meeting held on 24 June 2014;

Annuzl Reper of the Company as of 31 December 2014, together with itz audiled financial statements and
secompanying explanatory notes,
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K The acts of the Board of Directors and the Managemant disclosed in the corporate racords since the 24 June 2014
Annual Stackhalders Meeting fo the date of the Annual Steckholders Meeting on 18 June 2015;

4. Election of the fallowing members of the Board of Directors for the period 2015-2016:

1) Edward Kuok Khoon Loang
&) Danila Regina |. Fojas
3 Alfredo C. Ramos

4)  Benjamin I. Ramos

& Cynthia R. Del Castilly
B Ha Shut Kan

7l Maximo G. Licauco [l
& Johnny O, Cobankial

9y Anfonio 0. Cojuangea
100 Manuel . Cosico

M) Wikis Lez

12 Koay Kean Choon

13)  Kin Sun Andrew Ny

14)  Federico G. Mosl, Jr.
18] Wilired Shan Chen Woo

n

Appointment of Sycip Gorres Velayo & Co. as the lssuer's extemal auditers for FY 2015-2016.

Al of the zbove matters were voted upon and carried by the stockholders of the |ssuer by a vnanimous vole,

{d}  If any matter has been submitted to a vole of sacurity holders otherwise than at a meeting of such security holders,
correspanding information with respact to such submission shall be furnished. The solicitation of any authorization or
cansent (other than a proxy to vole at a stockholders” meeting) with respect to any matter shall be desmed &
subimission of such matter to a vote of security holders within the meaning of this item.

Mo matter has been submitted by the lssuer o a vote of its security holdars..

{e}  Iftheissuer has published a repart containing all of the infarrmation called for by this item, the fem may be answared
by a reference to the information contained in such report,

The Issuer has not published any such report,

EE R bR e bR R e e e bl et e LRt e R it]

Instructions to ltem 4
1. Paragraph (a) need be answered only if paragraph (b) or (&) i required to be answered.

2. Paragraph (b) need nat be answered if prowiss for the meefing were solicited pursuant to SRC Rule 20, there was no
solicitation in opposition o management's nominaes as listed in the proxy statement and all of such nominess ware
elacted. If the issuer did not solicit proxies and the board of directors as previously reportad to the Commission was
regleciad in its entirety, a statement to that effect in answer to paragraph (b) will suffics,

3. Paragraph {g) must be answered for all matters voted upen at the meeting, including beth contested and uncontested
lections.

PART Il - OPERATIONAL AND FINANCIAL INFORMATION

lterm 6. Market for lssuer's Common Equity and Related Stockhaolder Matters

Fumnish the informetion required by Part I, Paragraph (A)(1) theough (4) of “Annex C, as amended”.

(&) Market Price of and Dividends on |ssuer's Common Equity and Refated Stockholder Matters

12



{11 Market Infermation

(@) The shares of the Issusr are listed and traded on the Philippine Stock Exchange. The high and low sales
pices for each quarter within the last two {2} fiscal years of the Issuar's shares are as follows:

Year _ High Low
2015 _ I
First Quarter | P3.34 P3.10
Second Quarier 1 4490 | a1

| Third Guarter 33 310
Fourth Quarter 3.28 3.0
2014

First Guarter F3.20 F3.05 il
Second Quarter 360 3.08
Third Cuarter 347 320
Fourth Quarter = 3.60 3.18

The high and low of Issuer's sharas for the period 01 January 2016 to 31 March 2018 are as follows:

High: P322
Low: BZT0
The closing price for the lssuer's shares on 31 March 2016 is B3.08,

Part Il, paragraph (&) (1) (b} and (&) (1) (c) are not applicable to the Issuer this report nat being
prasented in a registration staternent or an information statement.

@) Haldsrs

(a) lzsuer has common shares only. As of 31 March 2016, the lssuer has 5,391 stockhalders. Cornmon
sharas outstanding as of said date is 4,764,056, 237,

The tap 20 stockhalders of the [ssuer as of 31 March 2016 ars:

Name of Stockholders Number of Fercent to Total
Shares Held Qutstanding
1, FCD Mominae Corporation {Filipina) 2,662 802,080 55.90%
2. Travel Aim Investment BY, 1,548,865,372 34.61%
3. FCD Nominee Carporztion (NF) 58,170,081 1.22%
4. KGMPF Heldings, Incorporated . 52925445 1.11%
| 5. CCS Holdings, Incorporated . 47 B33 402 1.00%
B, Pecancla Company Limited 43,175,485 0.91%
7. Kuok Foundation Overseas Limited IL 37,023,839 0.78%
8. kuok Brother SOM. BHD, 37,023,839 0.78%
8. GEC Heldings, Incarporated 26,224 322 __ 055%
10, Kerry Holdings Limited 260004824 0.55%
11. Kuok {Singapaorz) Limited 24,848,214 0.52%
12. Kerry {1988) Limited 12424107 0.26%
13, Kuck Tradars (Hong Kong) Lid. 11,407,363 0.24%
14. Federal Homes, Inc. 4,805,478 0%
15, Lushart Assets Limited 1 3975714 0.08%
16. ¥an, Lucio W, Yan & for Clara 3,142 B57 0.07%
17. Antenio 0. Cojuangco 3,026,964 01.08%
18, Sysmar Cormporation 167123 0.04%
19. Exchange Equity Carporation 1,570,000 0.03%
| 20, Egan, Victoria 2, 1,009,000 | .02%
| 4,708,012,477 | 98.83%
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(3)

Ideal Sites and Properlies, Inc. (Ideal) is the cvner of record of 1,465,615,626 shares, These shares serve as
underlying securities to the Philippine Deposit Receipts (PDRs) issued by ldeal. |desl is a member of the
Kok Group of Companias,

We ara not aware as to the identity of the ownersholders of he ofner shares.

Travel Aim Invastment B, (Travel Aim} is the owner of record of 27,150,327 shares held thru a broker,
Dieutsche Regis Parners, Inc, Travel Aim which also dirzctly owns 1,621,719.045 shares is a subsidiary of
Werry Properies Limited which is a member of the Kuck Group of Companies, We are not aware as to the
identity of the ownershholders of tha other shares,

Part Il, paragraphs (&) (2) {b), (4) (2} (c), and (&) (2) {d) are not applicable o the Issuer, this report not baing
presented in a registration statement or an information stalamant.

Dividends

1. lIssuer only has common shares on which wers daclared the following dividends in the twa (2) most
recent fiscal years:

215

s During the ragular meeting of the |ssuer's Board held on 27 March 2015, the Board approved the
daclaration of FO.0BS00 per share cash dividend to all shareholders of record as of 15 April 2015,
to be taken from the unresirictzd retained eamings as reflected in the audited financial statements
of the Issuer as of 31 December 2014, 1o be paid an or before 20 April 2015

= During the regular meeling of the 1ssuer's Board held on 18 August 2015, the Board approved the
declaration of PO.OT0 per share cash dividend o all shareholders of record as of 03 September
2015, o b faken from the unresticled retained eamings as reflzcted in the audited financial
stafements of the |ssuer 25 of 30 June 2015, to be paid not later than 18 September 2015,

014

&

During {he regular meefing of the lssuers Board held on 1% February 2014, the Board approved the
declaration of P.OT000 per share cash dividend o all shareholders of record as of T March 2014, fo
b taken from the unrestriclad relgined eamings as reflscted in the zudited financial sialements of
the lzsuer as of 31 December 2013, fo be paid on or before 14 March 2014.

»  During the regular meeting of the lssuer's Board held an 14 August 2014, the Board approved the
declaralion of POOG00 per share cash dividend fo all sharehelders of recard as of 29 August
2014, to be taken from the unresticted retzingd eamings as reflected in the audited financizl
statements of the Issuer as of 20 June 2014, o be paid an or before 10 Septembar 2014,

Stock dividends

Mo stock dividends were daclared by the Issuer during the last 2 fiscal years,

2. Apart from the restrctions imposed by statules and regulations, there are none intemal to the lssuer

which hamper or may hamper any declaration of dividends by the Issuer, and ior as lang as said
declarations can be supportsd by the [ssuer's fnancial posifion.

3. Recent Sales of Unregisterad Securifies

Mo salas of unrepistered securifiss wers onderakan by the Issuer during the last thres {3} years,
Meither have there been sales of reacquired securifies as well 25 new issues, securities issued in
exchange for properly, services, or ofher securifies, and new securities resulling from the modification of
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outstanding securities. Thus, the succeeding requested disclosures under this specific item are not
applicable 1o the lssuer.

Mananement's Discussion and Analysis (MD&A) or Plan of Operation

Furnish the information required by Part I, Paragraph (&) of “Annex €, as amended” for the mast recent fiscal year and for
the immadialely precading fiscal year.

{8} Mznzgement's Discussion and Analysis (MD&A) or Plan of Operaticn
i1y Flan of Operation — NiA (SPI has revenue in each of the last two fizcal years)
{21 Management's Discussion and Analysis

{a) Full Fiscal Years

Ky Perurmanes Indicators

31-Dec ' o,
215 2014 Change

|i Turniowver (Php M) r 8,284 Va2 8.8%
!' Frafit Affributabls {o (Php M) 2,580 2,735 4.8%
| shareholders _

Earnings per share (Php Chv) 0.5958 0.574 4, 2%

Met Asset Valug per share {Fhp) 5.445 500 8.8%

Price Eamings Ratio {Times) 5.234 h.747 [0.09%)

«  Turnover consists of sales of residential condominium units, rental revenes, inferest and other income.
Shang Properiies’ tofal revenue increzsed by R571.5 million (#) fo RE.3 billion (B} for calendar year 2015
fram BY.68 fotal revenues for calendar year 2014, Sales of residential condorinium units zccounted for
B4.78 or 58% of the total revenue. Revenue from leasing operations amounted to B2.7E, higher by
R51.4M from last year's B2.6B. Interest and other income cecraased by B2701M.

o Profit attributable to shareholders reprasents net income from oparaficns aflar 1zx of the Group, It went up
by B114.40 or 4% compared with last year.

e Camings per share of BD.525 were higher by 4% from last year's ROSTY.

o Met Aszet value per share is calculated by dividing the iofal net asset of the company (Total azset - Tatal
liahilitizs) by the number of shares outstanding,

» et asset value per share increased by 8.9% mainly due to higher income generated during the yesr and
revalustion of the Group's investment properties.

= Price Eamings ralio is a valuation of the company's curent share price compared to par share eamings
and calculated by dividing the market value per share by the earnings per share. Price earnings rafio is
lowar by 0.08% fo 5.234 this year from 5.747 last year. The Group' year-end share price in 2015 is B3.13
from 23,30 in 2014.

Results of Operations

Shang Properties’ consolidated net income attributable to sharshalders for the year endad December 31, 2015 amounted o
R2.EB, R114.40 higher than the B2, 7B posted in the same pericd last year.
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Calandar Year 2015 Compared to Calendar Year 2014

The Group' gross revenus increasad by RET1.5M or 8.8% to R8.3B in 2015 from 27 68 in 2014, mainly due to higher
ravenus from higher condaminium ssles and nafincrazss in rantal revanue,

1. Residential condominium projects ravenue of B4.7E is higher by BBBZ.SM from last year's R1.EB mainly due fo ths
highar sales and completion leval of vaious projacts.

2. Shangi-La Plaza's revenue slightly declined by P41.2M mainly due to temporary close dovn of certain areas during
the year on the hain shopping mall for renovation. Business was also affected by increased competition from newly
opened shopping centers in the nearby arsas.

3. The office leasing cperations of The Enlsrprise Centar grew by PA5.8M to PI62.6M mainly due to rental escalation and
higher rental yialds.

4. Interast and ofher income decrease by B2T0.1M mainly because 2014 included gain on remeasurement of B824.4M
arising from the acquisition of additional 20% equity interest in Shang Global City Properies and Fort Bonifacio
Shangri-La Holel from a Third Party. In 2015, the Group recordsd a gain on revaluation of investment propery
amounting to B548.40M,

Total Expanzes of the Group amounled fo RIEB, REG.4M lower compared with last year's B3.AB mainly due to the net
effect of the foliowing:

1, Ingrease in steff cost by R163.98 primanly due fo increase in manpower fo cover increased operations of angaing
developments, .

2. Increase in ganaral and edministrative expanse by B27.8M mainly dus to higher administration cost incurred in 2015 for
ongoing projects.

3. Increasze in depreciation expense by B2.1M mainly dug to the addifional office improvemenis and transportation
aquipment.

4. Increase in insurance expensa by B2 20 particularly dus to additional coverage of properties,
The abovementionad increasas in expensas are offsel by

5. Lower reimbursable expanses which reduced by R17.70 mainly dug to lower electticity rates in 2015 comparsd with
2014,

8. Decrease in interest expense and bank charges by R25.5M mainly dus to loan repayment during the year.

7. Cost of condominium sales reduced by B 67.8M mostly due fo savings in construction cost in Cne Shangn’-Lé Place
Projest.

Share in net incoms of associztes was higher by RE0.4M compared wilh last year primarily gain in fair value adjustment of
invasiment property of an associzled company.

Provision for ingome tax is higher by R193.6 mainly due to higher taxable income genarated during the period compared
with the same penod last year,

Calendar Year 2074 Compared fo Calendar Year 2013

The Group' gross revanue increased by BT02.7M or 10.2% to B7.6B in 2014 from B8.%B in 2013, mainly due to higher
revenue from the mall and office leasing operations and other income derive from remeasuremeant arising from business

combination.

1. Revenus from sale of rezidential condominium units of B3.88 is lower by B170.98 from last vear's £3.98 mainly dug 1o
the fawer salzable units for One Shangri-La Place this year as maost of the unils have baen sold.

2. Shangri-La Plaza's growih of B196.6M was mainly due to the revenue from the newly apenad East Wing and rental
escalation of ihe existing mall.
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The office leasing operzfions at The Enterprise Canter grew by BT2.1M to B87S.8M mainly due to higher a»,rage
aoeupancy rate io 98% in 2014 from 57% in 2013,

Increasa in rental revenue of Edsa Shangri-La Hotel by B7M mainly due to higher occupancy.
Intzrest and other income increased by RAE8.7M mainly dus to the gain on remeasurement arising from the acquisition

of additional 20% equity interest in Shang Global City Properties and Fort Bonifacio Shangi-La Hotel from a Third
Farly.

Total Expenses of the Group amounted to B3.58. This is B361.5M lower compared with last year's &3.88 mainly due to the
following:

.

i

@

1.

12,

Decrease in cost of condominium sales dus lowsr salss during the year,

Genzral and administraive expenses increased by PY0.SM primarly due to increass in staff cost for additional
winrkload.

Inlarest expanse and bank charges increased by P42.1M mainly dusg lo addilional loan availment during the year,

Incraase in faxes and licenses by BE0.4M mainly dus to real property taxes paid for the new East Wing Mall and higher
business permits dug 1o higher revenuss.

Unreimbursed share in comman expenses decreased by R10.14 mainly due o the improved occupancy of the East
Wing Mall, which resulbed o higher recovery of reimbursable expensas from fenants.

Incresse in depreciation expense by B22M mainly due to the capitalized office improvements and acquisilion of
irensporiation squipment.

Insurance expense increased by B1OM particularly dug to premiums paid for the Eazt Wing Mall.

Calendar Year 2013 Compared fo Calendar Year 2012

The Group' gross revenue increased by 27 8% to B3.98 in 2013 from RS.4B in 2012, mainly dus to higher revenue from the
sale of condominium units and higher rental incorme from mall and office lzasing operations.

1.

Rezidenlial candominium projects revenus of B3.9B is higher by B1.2B from last yzars B2.78 due fo higher sales
recognized from One Shangri-La Place and Shang Saleeds Place projects.

Shangri-La Plaza's growth of B343M was mainly due o the revenus generated by the newly opened East Wing Mall
and rental escalation of the axisting mall,

The office leasing operations at The Enterprise Center grew by B141.2M to B202.8M malrd,r due to improved average
oecupaney rale to 97% in 2013 from 86% in 2012,

Interest and other Income decreased by R225,1M mainly due to higher fair value adjustments of investment properties
recognized in 2012 whilz in 2013 no adjusiments was recognized as the Group assessed that the fair value adjustment
in 2012 is shill reflective of the fair market values in 2013

Total Expenses of the Group amountsd fo R32B, B845.1M higher comparsd with last years R3E mainly dus fo the
follzwedng: ;

1.

2.

Increase in cost of condominium sales due to mone units sold in 2013,

Genzral and administrative expenses decreased by B24.7M mainly duz to lower markefing and adverising and
condominium dues expenses this year compared with last vear,

Unreimbursed share in commeon expenses ncreased by BESM mainly dug to unrecoversd actual cost of uliliies,
janitorial and security expenses of the newly opened East Wing ball that are bome by the Graug.



4. lncrease in depreciation expense by P1LEM mainly due to capitalized office improvements and purchase of
{ransportation eguipmant,

5, Insurance expense increase by P3.9M due to higher premiums paid during fhe period.

6 Interest expense and bank charges increased by B12.7M mainly due to loan availment during the year,
Financial Cendition

Calandar Year 2015 Compared to Calendar Year 2014

Total agsels of the Company amounted to B59.3B, a growih of B4.6B from total assets of R54.78, in December 31, 2014.
Tha following are significant movements in the assets:

Increase in cash and cash equivalents by B1.1B mainly due o higher coliechion from sales of condaminium projects.

Racsivables, including installment contract receivable, decreased by R1.3B mainly dus to collection of installment
recaivablas and liquidation of advancas to contractors and suppliers for the completed projects.

Bropaties held for salz increased by 1,48 mainly due to on-going construction of he condeminium projects at Shangri-La
at the Forl, Shang Salcedo Place and The Rise in Makati

Increase in investment in associates and joint venture by B31, 1M mainly dug to fair value adjustment of investiment property
of an associated company.

Increase in investment prapertiss by B1.1B mainly dus to fair value adjustment of properties held by fhe Group.

Real estate development project increased by P2.4B primarily due to the construction of the hotel porlion of the Shangri-La
at the Fort projact,

Increase in property and equipmant by REE3M mainly dus to purchase of various eguipment.

The racognized defered income tex assets decraased by B120.5M mainly due to differsnce in accounting recegnition of
profit betwazn installment method versus percentage of complefion method,

Increass in accounts payable and other current labiliies by RET4M dus to higher payable to contractors for the construction
of varicus projects.

Installment payable of RA6IM was recognized during 2015 arising from the purchase of land for The: Rise praject.

Met increzse in bank loans by R315.70 was due 1o additional loan availment by the Shangi-La al the Fort prc-ject far
property development amounting to B2,211.5M and repayment of loans totaling to R1,696M during 2015.

Decrease in dafarad lease income by B 17.5M mainly dus to amortization using a straight-line basis over the lease term.
Increass in income tax payable by B55.7M due lo higher taxable income generated during the year,

Increase in dividends payable by P44 2M mainly due to additional unclaimed cash dividands during 2015,

Decrease in accruad employee bensfits by R18.7M was mainly dus to the benefit paymants made during the year. .
Deposit for future stock subscription amounting to B1, 5550 was converted inte equity during 2015,

Calendar Year 2014 Compared to Catendar Year 2013

Shang Properiies, Inc. acquired the additional 20% inferestin Shang Global City Properties, In:. (SGCPI) and Fort Bonifacio
Shangri-La Hotel, Inc. (FBSHI). As a result of the acquisition, the Group cblzined controlling interasts in SGCRT and FBSHI

pwning 60% equity interast over each of the acquired enfities.

Total assets of the Company amaunted to P54.78, a growth of R15.68 from total assets of B398 in December 31, 2013. The
following are significant movements in the assets.
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Increase in cash and cash equivalents by 1B mainly due to collection from sales of condominium projects and proceeds
fram bank loans,

Increase in financial assets al fair valus through prefit or loss by B2.7M to B33M due to the fair value adjustmant on
marketable securities recognized during the year.

Receivables incraased by RE28M mainly due to higher installmant receivables from the sale of condominiums from various
projects.

Praperlies held for sale increasad by R3.38 mainly dug 1o en-going construction of the condominium projects at Shangri-La
at the Fort and The Rise in Makati.

Increase in prepayments and other curent assets by R1.38 mainly due to higher prepaid VAT of Shang Global City
Proparties, Inc.

Decraase in investment in associstes was mainly due fo the acquisition of additional 20% equity interest in Shang Global
City Properties (SGCPN and Forl Bonifacio Shangri-La Hotel (FESHI) wherein the group cbltained confral over the twa
companies, The amount of investmant in associates reclassified fo invesiment in subsidiary amounted io

2B

Real estate development projact amounting 1o B11.2B perains to the construction cost of the hofel portion of the Shangri-La
at the Fort project.

The group recognized Goodwill as a result of the business combination during the year, The excess of the acquisition cost
over the fair value of the identifiable zssefs and liabilities assumed amounted to R2BE.GM,

Rafundable deposits increased by BI1M mainly dus to deposits paid for utilities by One Shangri-La Place and deposit to
cantractors of Shangri-La at the Fort project.

Increase in accounts payable and olher current liabilitizs by B2.28 due to higher payable to contractors for the construction
of various projects.

Increase in bank loans was due to the consolidation of bank the loans of the Shangri-La at the Fort project and additional
tzan availment by the Parent company for property development,

Increase in dividends payable by R33.5M due to declaration of cash dividends amounting to R309.4M on August 14, 2014
and B333.5M on February 19, 2014,

Increass in income tax payabls by BTE.2M due to higher taxable income genarated during the yvaar.

Increase in accrued employee benefits by P28.2M was mainly due fo the increased defined banefit obligation of the Group
far employee retirement, lzaves and other related benafils. :

Deposit for future stock subscription refers to deposit o Shang Global City Prapadies, Inc. which will be convered info
equity.

Ingraase in deferred liabiliies by R1.1B was mainly due to the unrealized increase in fair value of Shangri-La at the Fort.
Calendar Year 2013 Comnpared fo Calendar Year 2012

Total assals of the Company amounted to B39E, a growth of B3E from tolal assets of BIEE in December 31, 2012, The
Fallewing &re significant movemsnts in the assels:

Increase in cash and cash equivalents by B280.5M due to collection from sales of condominium projects and proceeds from
bank loans.

Dacrease in financizl assets at fair value through profit or loss by 81,94 to B30.3M due to the decrease in fair valus
adjustment recognized on stock market invastment.

Raceivables increasad by B2 2B dus fo higher installment receivables from the sale of condominium units from various
projacts.
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Decrease in condominium units held for sale by B30.8M to R118.5M mainly dus to the sale of residential condeminium units
at St Francis Shangri-La Placs.

Decrease in construction in prograss by R815.5M was mainly due to the completion of East Wing Mall and reclassified under
Investimznt Properies.

Decrease in prepayments and other current assets by R161.6M mainly due to the decreasa in craditable withhalding taxes
used in paymant of income {axes due for the year.

Decrezse in investment in associates by B73.1M due fo the sale shares in Exchangs Properiies Resources Corporation,

Increasa in investmeant properties by R1.68 mainly dus to reclassification of completed cost of East Wing Mall fram
Constrection in progress.

Increase in real estate development project by P203.8M mainly due to the development cost of The Rise and reversal of
accumulzled impairment loss.

Decraase in propary and sguipmant by P4.2M mainly dus to depreciztion.
Decrease in refundable deposits by 25.7M due to refund from suppliers,

Decrease in defarred income tax assets by R42.2M mainly due fo the reversal of accumulated impairment loss on real
estaie developmant project.

Increase in accounts payable and ofher current lisbilities by R852.7M due to higher payables to contraciors for the
construction of various prajects. .

Increass in bank loans primarily due to availments during the year,

Incraase in deposit fram tenants and defered leass income by B201,8M mainly due to higher deposits from new tenants of
the East Wing Mall of Shangri-La Plaza.

Increase in dividends payable by R2.9M dus to declaration of cash dividends amounding to B238.20 on August 14, 2013,
Increase in incoma tax payable by 27.8M dus to higher taxablzs income generated during the yzar,

Dacrease in accrued employes benefits by B32.4M was mainly due to the effect of adeption of the Revised PAS 19. The
changes in accounting policies have besn spplied refrospeciively which resulted 1o the increase in 2012 acerued employse
benefits by B36.1M (ta RT3.7M from previously reportsd RIT.2M).

Changes in Financial Condition

Mel cash provided by aperating aciivities in 2015 amounled lo R4 98. The cash inflows in 2015 2nd 2014 include collachion
of revenue from condominium prejects and rental revenug fram mall eperation of the Shangri-La Plaza and office leasing of
The Enterprise Center, Mat cash provided by operating activiies in 2014 amounted to PG04.6M. et cash provided by
aperating activities in 2013 amounted to R2.18. The cash inflows in 2013 include collection of revenues from condominium
units of One Shangri-La and Shang Salcado prajects, higher rental from East Wing and Main Mall of the Shangri-La Plaza
and office leasing of The Enterprise Centar. 3

Met cash usad in investing activities in 2015 amounted to B2 98 wiich was mainly used for the acquisition of real estale
development projects and investment propertiss. In 2014, R1.68 was used mainly for the acquisition of the Shangri-Ls sl the
Eoit. Nat cash used in investing aciiviies in 2013 amounted to B1.58 used mainly for the completion of the East Wing Mall.

Net cash usad in financing activities in 2015 amounted to B817.6M mainly used for payments of loan pringipal and intersst,
end cash dividends. In 2014, net cash provided by financing activities amaunted to R2G mainly from foan availment. Met
vash used in financing activities in 2013 amounted to B237.8M used in repayment of loan pringipal and interasts and cash
dividends to sharsholdars,
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lterm 3. The Parent Company's subsidiarias and associates follow:

SHANG PROPERTIES, INC.

LEASING

|
{ Shangri-La Plaza
] Corp (100%)

\

r

5P| Parking Services,
I (10408

"

[ K24 Resfly

..

Corporatian (52.90%)

FROPERTY
DEVELGPMENT

SUPPLEMENTARY
BLISIMESSES

Shang Properties Really
Carp. {100%)

-
Shang Property Developers,
Irecs, (100%)

The Risa Development
Company, Inc, (100%)

Shang Global City
Froperiies, Inc. {80%)

|
i
|
Shang Wack Wack

Propedies, Inc. (100%)

Sky Laisura
Properiies (50%)

_{

ldeal Sies &
Fropertias [40%)
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SHANG PROPERTIES, INC. AND SUBSIDIARIES

SCHEDULE OF THE EFFECTIVE STANDARDS AND INTERPRETATIONS

Frarnewnrk far the Preparatmn and Presentation of Financial Statements
Canceplual Framework Phase A: Objecfives and qualitative characteristics

PFRSs Practice Statement Management Commentary

Fhilippine Fmanclal Reporting Standards

PFRS 1
{Ravised)

Firgi-lime Adoption of Philippine Financial Reparhng
Standards

Ameandments fo PFRS 1 and PAS 27: Cost of an Investmant
in & Subsidiary, JDmti{.' Controlled Entity or Associate

1

Amendments fo PERS 1: Additional Exemptions for First-ime
Adopters

Armendment to PFRS 1: Limited Exemplion fram Cumparat‘rn.'e
PFRS 7 Disclosures for First-time Adaplars

Amendmenis to PFRS 1 Severa Hyperinilztion and Remaoval
of Fixed Date for First-time -':_'!Fjﬂpl'als

| Amendments to PERS 1: Government Laans

PFRS 2

éhare-based Payment

Amendments to PFRS 2 Vesting Conditions and
Cancellations

Amendments to PFRS 2: Group Cash-sallled Share-based
Payment Transactions

PFRZ 3
(Revised)

Business Combinalions

PFRS 4

PFRS 5

PFRSE

Insuran oe Cuntracts-

Amendments tD PF'.S 39 and FFRS 4: Financial Guaraniee
Contracts

MNon-current Assets Held for Sale and Discontinued
Cperations

Exploration for and Evaluation of Mineral Resources

PFRS 7

Financial Insfrumants: Disclosures

Amendments fo PAS 39 and PFRS T: Reclagsification of
Financial Assets

Amendments to FAS 39 and PFRS 7; Reclassificalion of
Financial Assets - Effective Date and Transition

Amendments to FFRS 7; Improving Disclosures sbout
Financial Instrumants

E.ﬁmendmenis to PFRS T Disclosures - Transfers of Financial

Asgeis

Amendments fo PFRS T: Disclosures — Gﬁseﬁng Financial
.ﬂ-ssets and Financizl Liakilities

Amcndrr:-ents io PFRS 7 Mandatory Effective Date of PFRS
E'I and Tranzition Disclosures
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PFRS 8 Operating Segments ¥ _
PFRS 9 Financial Instruments Not early f
adoptad
Amendments fo FFRS 9: Mandatory Effective Date of PFRS Mot early
8 and Transition Disclosures adopted
PFRS 10 Censolidated Financial Statements v
PFRS 11 Joint Arrangements o
FFRS 12 Disclosure of Interests in Other Entifies v
PFRS 13 Fair Value Measurement v
Philippine Accounting Standards :
PAS 1 Presentation of Financial Statements v ,
{Revised) T - i T
Amendment to PAS 1: Capital Disclosuras
Amendments to PAS 32 and PAS 1: Puttable Financial v
| Instruments and Obligalions Arising on Liguidation
{Amendments fo PAS 1) Presenialion of llems of Other v
| Comprhensive: Income -
PAS 2 Inventories ¥
PAST Statement of Cash Flows v
PAS 8 Accounting Policies, Changes in Accounting Estimates and v
Ermors
PAS 10 Events after the Reporiing Date v
PAS 11 Construction Contracts .~
| PAS 12 Incoms Taxes v
I | Amendmant to PAS 12 - Deferred Tax: Recovery of ¥
| Underlying Assels
PAS 16 Property, Plant and Equipmant v
PAS AT Leases 4
PAS 18 Revanue v
FAS 19 Employes Bensfits v
Amendments fo PAS 19: Actuarial Gains and Losses, Group ¥
Plans and Disclosures
PAS 19 Employes Benefits ¥
IAmended)
PAS 20 Accounting for Govemnment Grants and Disclosure of v
Government Assistance
PAS 21 The Effects of Changes in Foreign Exchange Rates +
Amendmant: Met Investment in a Foraign Operzfion v
PAS 23 Bomrowing Costs iy
(Revised)
PAS 24 Related Party Disclosures v
(Revised)
BAS 26 Accounting and Reporting by Retirement Bensfit Plans v
PAS 27 Separate Financial Stalements ¥
{Amended)
| PAS 2B | Investments in Associates v ;
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FAS 29 Financial R&pnrling; in Hyperinilationary Economies ¢
| PAS 31 Interasts in Jaint ‘-.faﬁtu.res v
|PAS 32 { Financial Instrumen{s DJS¢|CISIJI'E and Prasentation v .
| l.ﬁmendmenfs lo PAS 32 and PAS 1 Pultable Financia
| | Instruments and Obligations Arising on Liquidation
| e
Amendment to PAS 32 Classification of Rights lssugs
i
Amendments to PAS 32: Offsetting Financial Azsets and o
Financizl i_ll,.blhtles
PAS 33 Earnings per Share v
|PAS 34 | Interim Financial Reparting ¢
PAS 36 Impairment of Assets ¥
PAS 37 Pravisions, Contingent Liabiliies and Confingant Assals v
FAS 38 Intangibls Assets v
PAS 39 Finangial Inslruments: Recognition and Measurement ¥
Amendments to PAS 3% Transition and Initial Recegnition of W
Financial Assets and Financizl Lizbilities
Amendments to PAS 38: Cash Flow Hedge Accounting of .
Forecast Infragroup Transactions |
Amendments to PAS 39: The Fair Value Cption v
Amendmznts fo PAS 39 and F‘FRS 4; Financial Guarantes o
Confracts
Amendments fo FAS 39 and PFRS T: Reclassification of v
Fmanclal Aszats
nmandments to FAS 38 2nd FFRS T: Raclassification of v
Financizl Assets - Effectivie Date and Transilion |
{Amendments to Philipping Interpretation IFRIC-S and PAS ¥
39: Embeddad Derivatives :
Amendmant to PAS 38 Eligible Hedged ltams v
F’#'.S d[l lnvestiment Property v
PAS 41 Agriculturs i i
Fhilippine Interpretations
IFRIC 1 Changes in Existing Decommissioning, Restoration and e
Similar Liahilities .
IFRIC 2 Members' Share in Co-operative Entities and Similar v
| Instruments
HFRIC 4 xﬂeicrrnfn.fng Whether an Amangement Confaing 2 Lease <
IFRIC & Rights fo Interasis anising from Decommissioning, v
Raslorzlion and Environmental Rehabilitation Funds
IFRIC & Ligbilifies arizing from Participating in & Spacific Markad - !
| Waste Eleclrical and Electronic Equipmeani
[FRIC ¥ Appiying the Restafament Approach under PAS 28 Financial | v
Reporling in Hypearinflafionary Economias |
IFRIC 8 Seops of PFRS 2 ] v
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IFRIC 8 Reassessment of Embedded Dervatives R
Amendments to Phili-ﬁpine Intzrpretation IFRIC- and PAS , ¥
3% Embadded Derivatives .
.IF.RIG 10 Interim Financial Reporting and Impairmant v Y
:_1!;Ri'3 ik | PFRS 2- Group and Treasury Share Transactions i ¥
I IFRIC 12 Senvice Cl::.u-noessl{m Arrangemenis v
IFRIC13_C[Jstc:-mer Loyalty Programmes _ v
IFRIC 14 The Liimit on a Defined Benefit Azset, Minimum Funding ¥
Requiremants and their Interaction
Amendments to Philipping Interpretations IFRIC- 14, ¥
Prepayments of & Minimum Funding Requiremant
HIFRIC 16 Hedges of 2 Net Investment in a Foreign Oparation 4
|IFRIC 17 Dislribu.tions of Mon-cash Assets to Cwaners ¥
IFE_'IE_ Translers af Assets from Customers B 4
[FRIC 19 | Extinguishing Financial Liabilifis with Eduit}f Instruments o
IFR-I{.‘ 20 Stripping Costs in the F‘mﬁhrc:iﬂn Phase of a Surface Mine v
SIC-7 Introduction of the Euro " | L
SIC-10 Govemment Assistancs - No Specific Relation to Operating v
Activities
Silﬁ-ﬁ Consolidation - Special Purposze Entitis «
| | Amandment to SIC - 12: Scape of SIC 12 v
5IC-13 -Jointly Controlled Entities - Mon-Monetary Conbributians by B
Venfurers B il
SIC-15 Operating Leases - Incentives - ¥
SIC-25 Income Taxzs - Changes in the Tax Status of an Entity o ifs v
Shargholders
SIC-27 E:'.-'.E;[.uating. the Substance of Transactions Involving the Legal v
Form of a Leasa
SIC-29 Senvice Concession Arrangements: Disclosures. o v
SIC-1 . Revenue - Barter Transactions Invahing Advartising Servicas v
SIc-32 Intangible Assets - Web Site Casts a




SHANG PROPERTIES, INC. AND SUESIDIARIES

PARENT COMPANY RETAINED EARNINGS AVAILABLE FOR DIVIDEND DECLARATION

205 2014
Unappropriated Parent Company retained eamings, beginning R 347 694,274 B121,566 555
Bdjustments (ses adjustmenls in previous years Recanciliations)
Curnulative change in fair value of Investment Property - net of tax (B,572,345,119) =
Cumulative changa in fair value of Financial Asset at FVPL - nel of tax (800,238) -
Unappropriated Parent Company fetained earnings,
as adjusted, heginning 1,774,548,917 121,506,568
Met incame of the Parent Company closad to retained earnings 4,574,234 532 2,735,375,946
Less:
Fair value adjustment of financial assets at FVPL (571 ,261? (2 663,820)
Fair valuz adjustment of investmsnt property (1,411473,790) -
Met income actually earned during the period 3,162,189,481 2,554,299, 014
Less: Dividend declaration during the period {738,097,655) (G42,859,240G)
Total Parent Company retained earnings available for
~ dividend declaration, end B2 424 091826  P2,211,439,768

Item 5. Financial soundness indicatars in two comparative periods:

Financlal Ratios

Current Ratic or

Working Capital Ratio

Quick Ratio

Solvency Ratio

DebtRato

Debt-to-Equity Ratie

Interest Coverage

| Asset to Equity Ratio

Gross Profit Mgrgin

'Met Profit Margin

‘Return on Assets

e g -

_ Fjscal ‘rear Ended.
i DecemberS'I 2015

i
L|qu|d|t3r Analysis Ratios:

{;urrent As scf,s F Current -

| 206
L|al:||l|ties i .!
[Current Assets Ir:n.rvrantur',r
- Prepayments )/ Current 1.81
L1ab|ILt|es
| Tutal ﬁ-ssets i T{:tal |
| Liabilities : 220
: Fmanmal Levarage Ratms ;
Total Dehtﬁ' otal .ﬁ-ssuts 0.46
Tufa!l CebtTotal 084
3 Stockhn]ders Equlty ; ! '
: |Eammgs BEEure Interest . |
tand Taxes (EBIT) [ Interest i 24,85
'Charges ; B
il
Tutal Assefs F Total { 184
Stcu: kholdem' Eq u:t'_.r :
: Pmntahmtl; Ratms
Eales Cust uf Gacds Sold | : 0.6
ur Gcst of senr:caf Sales } 3
'Net F‘roflt.f Ealns ! 0,20
Net Inc-::-mc: .chuta[ Aﬁﬁets 0.05

Fiscal Year Ended

December 31, 2014

237
208

2.03

043

0.9y

0.62

042
0.0e
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Netlncome /Total |
Stﬂckhu]ders EEJLIIt'_'f' : i

|Pr|{:e Per Share | Eamings | o
!F'er Commoan Share !_ 6,234

‘Return on Equity 011 f 0.12

{Price/Earnings Ratio 5747

ltem §.  Information required by Part 111, Paragraph (A} (2} (b) of “Annex C" of SRC Rule 2

fil  Therz are no known trends or any known demands, commiiments, events or uncertainties that will result in or
that are reasonably likely result in the registrant's liguidity increasing or decreasing in any material way.

(i) Thers are no known events that will trigger direct or contingent financial obligation that is materal to the
company, including any dafault or acceleration of obiigafion,

(it There are no off balance sheet material transactions, arangements, obligalions (including cc:-ntmgent
obligations), and other relationships of the company with unconsalidated entities or othar persons created
during the reporting period.

{iv} There are no material commitments for capital expenditures.

(¥} Thers zre no known trends, events or uncertainties that have had or that are reasonably expecied to have
material favarable or enfavorable impact on net sales or revenuas or ingome from continuing operations.

(wi) There are no significant elzmants of income or loss thal did not arisa from the Registrant's continuing
operalions.

{vii) Causes of material changes from period to period of FS including vedical and horizontal analysis of material
itemn. Please see discussion under financial condifion.

{vili) There are no seasanal aspects that had a material effect on the financial statements.

Changes in and Disagreements with Accountants on Accounting and Financial Disclosure (Required by Part 1l (B}
of "Annex G}

(1) I during ihe fwo most recent fiscal years or any subsaquent inferim period, the independent accountant has
resigned, was dismissed or olhenvise ceased performing servicas, state the name of the pravious accountant and
the date of resignation, dismiszal or cessation of performing services.

Mot Applicabls

(2} Describe if there were any disagreemanls with the former accountant on any matter  of accounting and financial
disclosure.

Mot Applicable

{3 File & an exhibit to the report the letter from the former accountant addressed to the Commission staling whether it
agreas with the statements made by the company and, if not, stating he respects in which it does not agree.

Mot Applicabls
ltem 7. Information of Independent Accountant and other related matters
a. External Audit Fees and Services

The table below sets farth the agoregate fees billed to the Company for each of the last bwo (2] years for
professional services rendered by Sycip, Gorras Velayo & Co

2015 2014

Audit Fees 3,782 BB 3,531,921
Tax Consultancy Fess 203,140 455,065
- 3,985,806 3,967,986

Mo other service was provided by external auditors to the Company for the fiscal years 2015 and 2014,
b. Changes in and Disagreements with Accountants en Accounting and Financial Disclosure

Mane
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lem & Changes in and Disagreements With Accountants on Accounting and Financial Disclosure

Furnish the infarmation required by Part LI, Parzgraph (8) of "Annex C, a5 amended”.

The: lszuer has had no disagreements with its Accountants SGV & Co. The Issuer is compliant with the SRC rule 85, as
amanded, par 3(b)(iv), and has obazned the rotation of signing pariners for its Independent Public Accountants, SGV. With
respect o SGY, the signing padner starling FY 2011 is Amnel de Jzsus. 3GV is a SEC-accredited external auditing for the

perind 14 February 2013, valid until 13 February 2016

PART Il - CONTROL AND COMPENSATION INFORMATION

ltam 9.

Directors and Executive Officers of the lssuer

Fumizh the infarmation required by Part |V, Paragraph () of *Annex G, a3 amandad™.

&) Diractors, Exacutive Officers, Promoters and Conltrol Persons
{17 Directors, including Independent Directors, and Executive Officers
The Directors, Indepandant Directors and Executive Officers of the Issuer are as follows (as of 31 March
2018
" Mame Citizenship Director! Age | Office Held |  Directorship in other reperting
No. of [Listed) Companies
o Years |
Edward Huok Khoon Loong Malaysisn | Yes/24yrs. | 62 | Charman |Mone
Affredo C. Ramos Filiping Yes 2Tys &7 71 Vice Angla Fhilippine Holdings Corp., The
mas, Chairman  |Phitodnill Carp., Vulcan and Industrisl
Mining and Development Corp., Penta
Capital Holdings Carp., Philippine
N Sevan Corp.
f Cynthia R. Del Casiilla Filipina Yes Mdyrs &9 61 Sanitary Wares & Mig. Corp.
| mos.
' Beﬁf-zm_éﬁ“l.' Ramos Filiping Yesfows &7 | 48 None
Mmas. -
Wilirad Shan Chen Waoo Canadian Yesld yrs. & ] Mone
e ———— ———— Nl TR
Danils Reging |, Fojas Filiping Yes3dyrs. &9} B2 Maone
mos.
British Group
Kir Sun Ancraw Hg Hong Kong | Yes(10ws & | 5T Financial
Smos. | Controlier Mana
; Corporate
Federico 5. Moel, Jr. Filipino YesMByrs &4 53 | Secrefary Mone
mos. |
Maria Myla Rze & Orden Filipino {Mz) 43 | Asst Carp,  Mone
Secrgtary s
Wilkie Lee Yez/Tyrsd | &7 Mans
Jahnmy O, Cabankiat®™* Filipina Yoz fByrs &0 o4 Mone
mis,
| Antonia O, Cojuangeo™ Filiping Yeg fByrs &7 62 Mone
| Mas.
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[Ho ShutKan Mew Zealand | Yes 5ys & 65 Mone
9 mos.
Manuel M, Cosico Filipino Yesl2 yis & T2 | Mane
9 mos.
Kioay Kean Choon | Malaysizn Yesyied | 59 Sanior Mong
9 mos. | Projsct
— | Direclor
Maximo 5. Lizauca ] Filipino esl2 yrs & i ' Mona
4 mos. |

Edward Kuek Khoon Loong is the Chairman of the Company and alse Vice Chairman of Kerry Holdings
Limited. He has been with the Kuok Group since 1978, He has & Master's degree in Economics from the
University of Walzs in the United Kingdom,

Alfredo C. Ramos iz the Vica Chairman of the Company. Ha is the Chairman of the Board of Anglo
Fhilippine Holdings, Inc., Anvil Publishing, Inc., Carmen Copper Corporation, NBS Express, Inc. and Vulsan
Materials Corparation. He is the Chairman and President of Aflas Consolidated Mining & Development
Corporation, The Philodrill Corporation, National Book Store, Inc., Vulcan Industrial & Mining Corparation and
United Paragon Mining Corporaiion, He is also the Presidant of Abacus Baak & Card Carparation, Crossings
Department Store Corp., Power Books, Inc., and MRT Heldings Inc. He is Vice Chairman of Shangri-La
Flaza Corporation, MRT Development Corporation, Metro Rail Transit Corparation and LR Publications, Inc.

Johnny O. Cobankiat is President of Co Ban Kiat Hardware, Inc., Ace Hardware, Philippines, and Coby's
Marketing Carp. He is Vice Chairman of the Federation of Filiping-Chinese Chambar of Commerce, Giractor

" of R. Nubla Securities, Inc. and of the Philippine Hardware Association.

Antorio Q. Cojuangeo is fhe Chairman of Ballet Philippines, CAF Life Insurance Corporation, Cinemnalays
Foundation, Manirade Development Corporation, Mabasan Subic Developrent Corporation, Radio Ventas,
Tanghalang Piliping, Air Asia Phil. Inc. and Directories Philippines Corporation. He is lhe President and
Director of Calatagan Galf Club Inc. and Canlubang Golf and Country Club.

Cynthia Roxas Del Castillo is a Parner at Romulo, Mabania, Buenaventura, Sayoc & da los Angsles and
has been with the firm for cver 30 years. She served as Dean of the Atenso Law School fram 1990 Lo 2000
znd as a Professor of Civil Law and Securifies Regulation. She holds an LLB from Ateneo, graduated
Valedictorian in 1976 and placed 11% in the 1476 Bar Examinations. She currenfly serves as Corporate
Zecretary and Director of other varous Philippine corporations,

Benjamin I. Ramos is tha President of Powerbooks since 2009 and is the Special Assistant to the Vics
President st Mational Book Store. He was previously the President of Tokyo, Tokyo, Inc., the largest
Japaness fast food chain in the Philippines from 1990 to 2008 and has an MBA fram the Stanford Graduate
School of Business., .

Ha Shut Kan is co-managing director of Kemy Properties Limited [KPL). He is responsiols for ovarsssing the
cperation of the project companies and ihe projects of the Group in Hong Kong, Macau and overseas. Heis a
non-execulive direclor of Eagle Assat Management (CP) Limited, the manager of Champion Real Estate
tviestment Trust, which is listed in Hong Kong.

Wilfred Shan Chen Wae is the Exacubive Assistant to the Chairman of the Board. He is a member of the

Insfitute of Charared Aceountants of British Columbia as well a5 a member of the Canadian Instituie of

Cherlgred Accounlznls since 1985, He gradusted in 1982 from the University of Gritish Columbiz in
Vancouver, Canads with & Bachelor's Degree in Commerce, majoring in Accounting and Management
Informalion Sysiems.

Wilkie Lee is & Project Dirgctor of Kerry Properties Ltd, with extensive experignca in the rezl estate business
in Auslralia and Hong ¥ong. He eblained his Bachelor's Degree in Civil Enginsering from the University of
Saskalchewsn, Canada and a Masler's Degrae in Busingss Administration. from the University of Nofrs
Dame, US4 and the London Business Schaal,

Danifa Regina I. Fojas 15 the Exgcutive Vice President and General Manager of Shangr-La Plaza

Corporation. Her core experfize is in general and markefing managemant. In her previous capacity as a
comparate officer of San Miguel Corporation and its subsidiaries, she sssumed various marketing positions in
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#)

the Philippines, Indenesia and the intemational beer aperations based in Hong Kong. She is the first femals

- to graduate with honors at the Asfan Institute of Managemeant, where she also held two concurrent positions

as corg faculty member and Execufive Managing Director for Marketing and Custemer Relstions. She
completed hee Mastar's in Business Management with Dislinction in 1978 and paricipated in the one-year
advanced top management courss in economics and business development at the University of the Asia and
the Pacificin 1993, She is alzo a Director of KSA Realty Corperation.

Kin Sun Andrew Ng is a Director and Group Financial Controller. He also serves as Director on the various
boards of Shang Propefies affiliates and subsidiaries. Prior to joining the Kerry Group in Hong Kong in 1993,
he worked for ane of the largest audit firms in Hong Kong, handling audit, taxation and accounting. He is &n
sssocials member of the Hong Kong Society of Accountants and & fellow member of the Association of
Chartered Cerified Accountants in the LUK, He graduzled from the Hong Kong Shue Yan Univarsity with a
degree in Accounting.

Federico G. Nael, Jr. is the General Counsel and the Corporate Secretary of the Company. He is also the
Corporate Secretary, General Counsel and a member of the Board of Diractors of the olher Kuok 'Group
companies in the Philippings including the Shangri-La Plaza Corporaticn and the Shangri-La Hotzsls, He
graduated from the Ateneo Law School in 1481 with a Juris Doctor degree.

Manue! M. Cosicois a Partner of Romule Mabanta Buenavantura, Sayoc & de los Angeles Law Firm. He is
Chairman of Construction [ndustry Arbitration Commissien (CIAC) since 2011 and was a former Arbitrator of
CIAC from 2001 to 2011, He was previausly the Presiding Judge of Branch 135 of the Regional Trial Court of
Mzkati from 1988 to 1981 and a Special Criminal Court Judge from 1936 fo 1981, He was a former Professor
of Evidence, Civil Procedure, Special Proceedings and Trial Technigues at Aleneo de Manila University,

Maximo G. Licauco M is & Direcior of The Philodnill Corparation. He is slso Président of Filslar Distibutors
Corporation (Hallmark Licansee) and Area Vice President of Mational Bock Store, Inc.

Kaay Kean Choon is the Senior Project Manager of lssuer. He worked as M & E Manager with Kerry Project
Managemeni Lid, Hong Mong and as Seniar Project Manager from 2000-2011 for Shangri-La Hotel
Managemeant Lid,

Maria Myla Rae 8. Orden is Assistant Corporate Secrefary and has been the Assistant General Counsel of
the Company for the past 15 years.

*** Messrs. Johony Cobankial, Antonio Cojianges were elecled ndependent directors. All of the foregaing
indapandant diractors have no rrlalionship with ideal Slies and Properdiag, Inc., either as direciors or officers.

The Directors of the Company are elected during 2ach regular meefing of slockhalders and shall hold office
for onz (1) year and until their successors are elected and qualified.

Significant Employees

Issuer doas nol have an employee whe is not an execulive officer whe is expected fo make a significant
contribution to the business of 1ssusr. Thare are also no key personngl on whom the business of the Issueris
highly dependent such as to merit any special arangamant,

Family Relationships

Mr. Benjamin Ramos is the nephew of Mr. Alfredo Ramos. Mr. Maximo . Licauco Il is the brother-in-law of

- Mr. Alfredo Ramos.

Irvalvament in Certain Legal Proceadings

{&) None of the directors or executive officers of the Issuer has had any bankruptcy petition filed by or
against any business of which such director or execulive officer was & ganaral pariner or execulive
officer eifher at the fime of bankruptey or within two yaars to that time,

(B) Mons of the direciors or exacutive officers of the lssuer has had any conviction by final judgment ina

criminal proceedings, domestic or foreign, or being subject 1o a pending criminal proceeding, domastic
or foreign, excluding iraffic violalions and other minor offenses;
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{C) Mone of the directors or executive officers of the lssuer has been subject fo any ordar, judgment, or
decree, not subseguently reversad, suspended or vacated, of any court of competenl jurisdiction,
domestic or forsign, parmanently or femporaiily enjoining, baring, suspending or otherwize limiting his
invalvernent in any type of business, securities, commadities or banking activities,

{0 Mone of the directors or executive officers of the lssusr has besn found by a dormestic or foreign court of
competent jurisdiction {in a civil action), the Commission or comparatle foreign body, or a domestic or
foreign exchange ar electronic marketplace or self-regulztory organization, to have viclated & securifies
or commodities law, and the judgment has not been reversed, suspended, or vacated.

ltem 10. Executive Compensation

Furnish the information required by Pert 1V, Paragraph (B) of “Annex C, as amended”,

The following is a summary of the aggregate compansation paid or accrued during the last two {2) fiscal yaars, 1e. 2014 and
2015 and o be paid in the ensuing fiscal year 2015 to the Company's Chisf Exgcutive Officer and four (4) ather most highly
compensated exaculive officers who are individually named, and o &ll other officers and directors of the Company as a

Qrup:
FISCAL AGGREGATE
OFFICERS/DIRECTORS YEAR COMPENSATION {in B
Basic Baonus Total

2016 28,284, 378.00 16,661,119.69 5783549569

Kin Sun Andrew Ng, Group Financial Controller

Eederico G, Moel, Jr., Corporate Legal Counsel

Hoay Kean Choon, Sznior Project Director

Danila Regina |. Fojas, Exgcutive Vice President
| 2015 2015 37,338, 106.00 16,249, 285.07 52.567,391.07
| Kin Sun Andrew Mg, Group Financial Controller
| Federico (. Meel, Jr., Corporals Legal Counsel ,

Eden Lin, Project Manager |

Danila Regina |. Fojas, Executive Vice President

2014 2014 | 3560128000 | 1347711243 | 48.075,30243

Kin Sun Andrew Mg, Group Finaneisl Cantroller

Vicente F. Formoso, Vice President,
Chief Financial Officer/ Treasurer

Faderico G. Moel, Jr., Corparate Legal Counszl

Eden Lin, Project Managar

Danila Regina I. Fojas, Executive Vice Prasident

VICENTE P. FORMDSO RESIGNED FROM
THE [SSUER EFFECTIVE JANUARY 2013

Compensation of Directors

The mermbers of the Board are not compensated in any form or under any arangement, There are no per dism payments
baing made o the maembears of he Board.

Qther arrangements with Directors

Agart from what has been described above, there are no other arrangements or consulting confracts pursuant to which any
director of the Issuer is or was or is to be compensated, directiy or indirectly, during the Issuer's last completed fiscal year
and the ensuing year for any service provided as a directar, stafing the amount paid and ihe names of the Director.
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Warrants and options

Thers are, a5 of date, no outstanding warrants or options being hald by any execulive officar of the Issuer, and all officers
and directors as a group.

[tem 11. Security Ownership of Certain Beneficial Owners and Management

Furnish the information required by Part 1Y, Paragraph (C) of “Annex C, as amended”,

(1) Security Ownership of Certain Record and Beneficial Owners and Managemant
Fallowing are the stockhalders who are known fo the Issuer to be direclly or indireclly the record andfor benedicial
owmer of more than 5% of any class of the Issuer's voling shares as of 31 March 2018,
™ Title of MName, address of recard Mame of Beneficial Citizenship | No. of Parcent
Class owner and relationship Owner and Shares
with issuer Relationship with Hald
Recard Owner
PCD Mominee Carporation Filipino 1,187 286,434 | 25.13%
Commen | (Filiping) R
(5/F, MSE Building
BYGT Ayala Avenus
Makati Ciky
Common | Travel Aim Investmeant B. V. Foreign 1,648,869,372 [ M81%
25/F Kerry Centre R
£i83 King's Road
Csarry Bay, HK
Common_| Tdeal Sites & Properties, nc R Fiipino | 1.465,615,626 | _30.76%
Travel Aim Invesimenis 8. V. is a wholly-owned subsidiary of Karmy Properties Limited. Kemry Proparizs Limited is 2
Barmuda company incorporated in 1996 and listed on the Hong Kong Stock Exchange. 1 is confrolled by the Kook
Group, and wes formed o held the Hong Keong and Mainland China property investments and developments and
infrastruciure interests of the Kuak Group in the Philippines, the interests of the Kuok Group are chaired by Mr.
Edward Kuok who is also the Chairman and Director of the |ssuer. '
Idaal Sites and Froperies, Inc. (ldesl) is the owner of record of 1,465,615,620shares. These shares serve as
undarlying securities to fhe Philippine Deposit Receipts (PORs) issued by ldeal. ldeal is a membear of the Kuok
Group of Companias.
PCD Mominge Corporalion is 2 wholly-owned subsidiary of the Philippine Depository & Trust Co. (formenly Philippine
Central Depository, Inc.) The PCD Mominee Corporation is the registered owner of the shares in the books of the
Campany's transfer agent in the Philippines. The beneficial cwners of such shares are PCD's participanis, who hold
the shares on their behall or on behall of their clignts andlor principals. PCD is a private company organized by the
mjor institutions actively parficipating in the Philippine capital markat.
(21 Security Ownership of Management (as of 31 March 2015)
Title of Name of Amount and Citizenship Percent of
Class Beneficial Owner MNature of beneficial Class
ownership
_ Common | Edward Kuok Khoon Loong B08,008(0) haleysian 0.000%
Commen | Aliredo C. Ramos 158(D) Filigino 0.000%
Commen | Ho Shut Kan 1,670 (0} Mew Zealand 0.000%
Common | Cynthia R, Del Castille 1D} Filiping 0.000%
Common | Benjamin 1. Ramos 2D Filiping 0.000%
Commen | Maximo G, Licaucs Il 10} Filipina _ 0.000%
Common | Manuel M. Cogice 1,000(0) Filining 0.000%
Common | Federico G, Moal, Jr. (D) Filipino 0.000%
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(4)

| Commen | Danila Regina |. Fojas 36,0100 | Filiping A

| Common | Kin Sun Andrew g 030,010 (D) | Brilish Hong Kong 0.000%
Commen | Wilkis Lee 14,0000} Australian 0.000%
Common | Johnny O, Cobankist Iy Flipine 0 D00
Common | Antonio 0. Cojuangeo 3,026.964(D) Eilipino D.063% |
Common | Koay Kean Choon 1,000(D) Malaysian 0.000%
Common_ | Willred Shan Chen Woo | 1,000(D) Canadian 0.000%

A4s of the reparing of SEC Form 17-4 for 2016, the aggregate ownership of &l directers and officers as a group
unnamed is 4,814,028 shares or 0.007% of the cutstanding shares of lssuer,
Woting trust holdars of 5% or mare

Mone of the shareholdars of lsseer have enlered info a voling frust agreemand, so that all questions relating fo the
sama are irslevant to the |ssuar.

Changes in Conlral

There have not been any arengements or transactions enterad into ner will any be entered into such a3 1o effect &
change in the centrol of the lssuer.

lterm 12. Certain Relationships and Related Transactions

Furnish the infarmation requirad by Part 1Y, Paragraph (D) of "Annex C, as amended”,

()

4,

Az fo the disclosures required in ltem 1 of Part 1Y, Paragraph (D), there ars no disclosables fransaclions as regards
the requested disclosures in this item given that lssuer has no fransaciion or proposed fransactions 1o which [ssuer
was or iz bo be a party, in which any of the fallowing persons had oris to have a direct or indirect matenal interest: (i)
any director ar execulive officer of the lsseer; (i) any nomines for election as a director; (i) any securily holder
named in response to Part IV, paragraph (C), or {lv) any member of the immediate family of the persons
aforenamed.

ltem 2 of Part [V, Paragraph (D) is not relevant to the [ssusr.
Traval Aim Investments BV, is a wholly-owned subsidiary of Kerry Properties Limited (KPL). KPL iz a Bermuda
Company incorporated in 1995 and listed on the Hong Kong Stock Exchange. The Company was farmed to hald the

Hong Kong and Mainland China property investments and devslopments and infrastructure interests of the Kuok
Group, KPL has the power 1 vobe the shares of Travel Aim.

Ideal Sites and Properties Inc. is a Philipping company incorporated in 1989 and is listed on the Philippine Stock
Exchange. It is affiliated with the Kuok Group and was formed te primarily engage in property development and
investrents, Shang Properties Inc. and Oro Group Ventures, Inc. are the major sharehalders of Ideal,

The interests of Mafional Beakstore, Ing., are chaired by Mr, Alfteda Ramos.

ltern 4 of Part IV, Paragraph (D) is not relevant to the Issuer,

DISCLOSURE OF THE LEVEL OF PUBLIC CWHERSHIP OF THE ISSUER (PER PSE MEMO NO. 2010-0505, DATED 28

DCTORER 2010

In compliznce with PSE Memorandum Me, 2010-0508 which requires the disclosure of the leval of public cwnership of the
Issuer, as of 31 March 2016, is 63.29% of the Issuer's total issued and outstanding shares is publicly ownad in accordance
with the PEE's guidelines far the computation of public ownership.

PART IV — EXHIEITS AND SCHEDULES

ftem 3. PLEASE REFER TG THE ATTACHED ACGR REPORT.

[tem 14, Exhibits and Reports on SEC Form 17-C

{2l

Exhibits
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Furnish the exhibits required by Part VIl of "Annax C, as amended”. Where any financial statement or exhibit is
incarporated by reference, the incorporation by reference shall be set forth in the list required by this item, |dentify in
the list each management contract or compensatory plan or arrangement required 1o be filed as an exhibit o this
Farm.

Diaseription 1241 17-C 170 17-A
1 Publication of Nolice re; Filing X
2 Linderwriling Agreemnent X X
3 l Flan of Acquisition, Reorganization, Arrangement, b4 5 X niz
| Liguidation, or Succassion
4 | (&) Aricles of Incorparation % X
LB} By-laws
Instruments Defining the Rights of Secunty X x % s
Halders, Including Indentures
] Opinian ra: Legality ¥
7 Cipinicn re: Tax Matlers X
8 Vating Trust Agreement ¥ X n/a
g Materizl Contracts % % il
10 Annual Report to Security Helders, FORM 17-0) X nls
or Cuarterly Reporl o
Security Holders—n1 o
11 Material Forgion Patents %
| 12| Letter re: Unaudited Interim Finangial Information E X
[ 13 | Letter re: Change in Certilying % X nia
S - Accountant—n2
| 14 | Lefter re: Director Resignation X
| 15 | Lefter re: Change in Accounting Principles fia
16 | Report Furnished to Security Holders % nia
17 | Olher Documents or Statements to Security b
| Holders
18 | Subsidizries of the Issuer %
18 | Published Report Regarding Matters Submified to nfa
| Vote of Security Holders
20| Consanis of Experts and Independent Coungsl % £nd N3 wend
21 [a} Powsrof Attomey X X X nfa
(b} Powsr of Attomey—Foreion lssusr
22 | Statemant of Eligibility of Trustes
23 Ezhilits To Be Filed With Commercial
Papers/Bond lssues
24 | Exhikits To Be Filed With Stock Options lssues X
25 | Exhikits Te Be Filed By Investrment Companies %
26 | Motarized Cumiculum Vitzs and %
Photegraphs of Officers and Members of the
| Board of Direclors
27 | Copy of the BOI Certificats for BQI Registered %
Companizs -
28 | Authorization re: |ssuer's Bank Accounts. X
28 | Addifional Exhibits ¥ % % nia
30| Copy of Board Resolution appraving the sacurifies
offering and authorizing the filing of the X
Ragisfration Statement
31 | Duly verified resolution of the issuer's Board of | &
Directors approving the disclosures contained in
the ragistration statement and assuming liability
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| for the infarmation contained therein

32

| Secratary's Cetificate as to adoption by the X
Board of cersin corporate governance pringiples

33

Eshibits to be filad for propristary or non- X
propriefary sharas issues

H

Exhibifs to be filed for Warrants [ssuss | X

(b}

Fepoarts on SEC Form 17-C

State whather any reports on SEC Form 17-C, as amended werz filed during the last six month period coverad by
this report, listing the items reported, any financial statements filed and the dates of such.

Following ars the raporis, in SEC Form 17-C, which were filed during tha fiscal year ended 31 December 2015:

1. 27 March 2015 — Reports that during the regular meeting of the |ssuer's Board of Directors held on 27 March
2015, the Board approvad the following:

i}  The declaration of PO.OS500 per share cash dividend to all shaneholders of record a5 of 15 Apnl 2015,
to be taken from the unresfricted retained earnings as refizcted in the audited financial statements of the
Issuer a5 of 31 Decamber 2014, to be paid on or before 20 Apil 2015;

iy Passad resolutions to approve the audited financial statements of the lssuer for the year ended 31
' Decamber 2014,

i) lssuer will hald its Annual Stockhelders Meeting on 18 Jung 2015 gt 10:00 a.m. &t the Garden Ballroom,
Edsa Shangr-La Hotel, Manila, Mo, 1 Garden Way, Ortigas Center, Mandaluyong Cily. Record date is
set on 29 May 2015.

2. 18 Junz 2015 - Reporis that during the Issuer's Annual Stockholders' Meeting held on 18 June 2015, the
fullowing rmatters wers taken up:

Election of Directors

The following were elected to serve as members of the Board of Directors for the year 2015-2016, namely:

1] Edward Kuok Khoon Loong

2) Danila Regina |. Fojas

3 Alfreda C. Ramas

4} Benjzmin |. Ramas

5) Cynthia R. Cel Castillz

B} Ho Shut Kan

T Maximo G. Licawco Ul — independent Director
&) Jahnny 0. Cobankiat — Independent Director
) Antonip 0, Cojuanges - Independent Direclor
10y Manuel M. Cosico

1) Wilkie Les

12)  Foay Kean Choon

13 Kin Sun Andrew Mg

14} Federico G, Moal, Jr.

15)  Wilfred Shan Chen Woo

lssuer's Certifying Accountant

Sycip Gorres Velaye & Co. was reappoinied as extemal auditors for the year 2015-2016.

Dusing {he |ssuer's Beard of Directers Organizational Meseting held immeadiately after the Steckholders' Maeting,
the following transpired:

Election of Qfficers

1) Ecward Kuok Ehaan Laang - Cheirman
2y Alfredo C. Ramos - Wice Chairman
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3
4)
5)

Kin Sun Andrew Mg -
Fedenco G. Maoel, Jr. -
Maria Myla Rae 5. Orden -

Executive Committes

Group Financia! Controller
Corporate Secretary
Assistant Corporata Secratary

1) Wilfred Shan Chen Woo - Chairrman
iy Kin Sun Andrew Mg

3) Federico G. Moel, Jr,

4} Danila Regina |. Fojss

Audit Committee:

1) Johnny O. Cobankiat - Chairman
2y Alfredo C. Ramos - Ce-Chairman
3 Manuel M, Cosico - Mermber
4 Jozephing Logrofio - Secretary
Nomination Committee

1) Edward Kuok Khoon Loong - Chairman
21 Andonio 0. Cojuangon - Wember
3 Cynthia R, Cel Gaslille - Wembsr
4 Fadanco G. Nosl, Jr, Secretary

318 August 2075 — Reports that during the reqular meeting of the lssuers Beard of Directors held on 18 August
2135, the Beard approved the following:

i) Cash Dividends — The declaration of PO.OTD per share cash dividend to 21l shareholders of records as of
03 September 2015 to be taken from the unrestricted retained earnings as reflected in the unaudilad
financial statements of the |ssuer as of 30 June 2015 to be paid on or before 18 September 2015,
Following are lhe repors, in SEC Form 17-C, which were filed as of 31 March 2016

1. 04 March 2016~ Reports that during the regular meeting of the lssuer's Board of Dirsclors held on 04 March
2014, the Board approved the following:

il The declarstion of PO.0%5 per share cash dividend to &l shareholders of record as of 21 March 2016, 10 be
taken from the unrestricled retained samings as raflected in the audited financial statamants of the lazuer
as of 31 Dacember 2015, fo be paid not later than & April 2018,

il Passed resolutions to approve the audited financial stalemsnls of the lssuer for the yesr ended 31
Cecember 2015,

SIGNATURES

ents of Seclicn 17 of the Code and Section 141 of the Comporation Code, this report is signed on
the undersigned, thereunto duly authorized, in the Cily of Mandzluyang on this 14 day of April 2014,

=

r.r Exgcutiva Lﬂrnmlﬂee Member

Pursuant fo the requir
behall of lhe lssuer

By

KIN SU

FEDER

OEL, J
Corporaie S&4reiary | Execiiljve Commiltes Member
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ACKNOWLEDGEMENT

REPUELIC OF THE PHILIPFINES )
CITY OF MANDALUYONG ] 5.5

SUBSCRIBED AMD SWORMN to before me in the City of Mand aluyﬂﬁpﬁ _l_ﬁa@fﬁmi! 206 by:

Mame Passport/|D Details ExpingPlace of Issus
Hin Sun Andrew Mg A011339549 22 Feb 2012 ] 22 Nav. 20227 IPS
Fadarico G, Moel, Jr. EBTLTR420 T March 201376 March 2018/Manila

each having salisfactorily proven to me their respective identifizs through the documents above identified, and known fo me
io be same persons who executed and voluntarily signed the foregoing SEC 17-A Report of Shang Properties, Inc. and
which fhey acknowledged before me as their voluntary act and deed, that they are acfing as representatives of the
corporation aforenamed and that thay each have the authorily to sign in such capacity.

The feregoing SEC 17-A Report of Shang Properties, Inc. consists of thirty szven (37) pages including the page on which
this acknowledgment is writfen,

[N WITNESS WHEREOF, | have hereunto set my hand and seal of my office on the date and place first abave written.

H[)__‘; LEi r..;.:.f.;,: @}(J P

Do Mo, oy S
Fage Mo, : COMM 5 - NOTARY PUBLIC
Book Ho. %: UM TEL £ 2016

Series of 2016 R s,

Eaar e
[ B 4

| 73 FPRIL 7013
UYONG CITY

T R et s Mot i
MCLE LU i1

PAETRE MART COniPLER, PAMDIAL
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COVER SHEET

for
AUDITED FINANCIAL STATEMENTS

SEC Registration Mumaoer
1]4|5]4]9]|0

COMPANY NAME
SHANE PIRIOPIEIR|TI{I{E|S], IH]C. ll

T T
| |
i | |
PRINCIPAL OFFICE | No 7 Streal / Barangay £ Gy f Town / Provines |
Adminisftr[niti]n n Off|flilc|le|s], Eh'!an,q|r_
—— ,_ . o o T T v : r——
il-|L|a 12k ili'LiI[ Mia L s [E;Dbﬁ [cloflrin|e|r o
T T | i | i
h!a W Biojujlje v|a r|id], M ain;-d a|ll|july|o n.[g| C l!t
= x — 2-..._,:;,,,..‘ T Ry e Bk T
Y| | | | | | ! -
Form Type ) Crgpartrent requiring e repar Secondary Licenss Tyoe, I Appliczble
Alalr|rls s|E|c| N/A
= COMPANY INFORMATION ]
Campany's Email Address Company's Telephons Number tohile Mumber
www.shangproperties.com 3T0-2700 | NA :|
Ma. of Stockholders Annual Kesting (Monts | Day) Frscal Year [Manth { Day)
1
5,403 6/18 | 12/31 ]
[ CONTACT PERSON INFORMATION
The designaled coniact person MUST be an Officer of the Corporation
Mame of Conlact Persan Ernail Address Tekphone Mumberls Pobile Murmber
il Mr. Kinsun Ng kinsun.ngidshangpropertics.com 370-2700 -| ' MNSA |
1

CONTACT PERSON's ADDRESS

Administration Offices, Shangri-La Plaza Mall, EDSA corner Shaw Boulevard, Madaluyong I
City '

NOTE 1  In case of death, resignation or cessafion of office of the officer designated as conlac! persan, such incidenf shall be repored fo the
Commission within thimy (30) calsndar days fom Hhe coourrence thereal with information and complede contacl defads of fhe new confect person
oesignahed. !

2 Al Bores must be geoperly ang compietely fled-up, Failuee fo oo so sha! cevse the delsy in updaling Mg comparalians records wili
the Commission anofor nan-receinl of Molice of Deficlensizs,  Furlher, nonveoeipl of Notice of Defiviencies shall nof sxcuse the corporation from
fighilify for itz deficiencies.
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INDEPENDENT AUDITORS® REPORT

The Stockholders and the Board of Directors
Shang Properties, Inc.

Administration Offices, Shangri-La Plaza Mall
EDSA corner Shaw Boulevard,

Mandaluyong City

Report on the Parent Company Financial Statements

We have audited the accompanying parent company financial statements of Shang Properties, Inc.,
which comprise the parent company statements of financial position as at December 31, 2015 and
2014, and the parent company statements of comprehensive income, statements of changes in equity
and statements of cash flows for the years then ended, and a summary of significant accounting
pelicies and other explanatory information,

Management's Responsibility for the Parent Company Financial Statements

Management is responsible for the preparation and fair presentation of these parent company Nnancial
statements in accordance with Philippine Financial Reporting Standards, and for such internal control
as management determines is necessary to enable the preparation of parent company financial
statements that are free from material misstatement, whether due (o fraud or error,

Auditors’ Responsibility

Our respomsibility is to express an opinion on these parent company financial statements based on our
audits. We conducted our audits in accordance with Philippine Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance aboul whether the parent company Inancial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the parent company financial statements. The procedures selected depend on the auditer’s
judgment, including the assessment of the risks of material misstatement of the parent company
tinancial statements, whether due to fraud or error, In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the parent
company financial statements in order to design audit procedures that are appropriate in the
circumstances, bul not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion, : L .
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Chizrion

In our opinion, the parent company financial statements present fairly, in all material respects, the
linancial position of Shang Properties, Inc. as at December 31, 2015 and 2014, and i1s financial
performance and its cash flows for the years then ended in accordance with Philippine Financial
Reporting Standards.

Report on the Supplementary Information Required under Revenue Regulations 15-20110)

Our audits were conducted for the purpose of forming an opinion on the basic financial statements
raken as & whole. The supplementary information required under Revenue Regulations 15-2010 in
Note 30 to the parent company financial statements are presented for purposes of filing with the
Bureau of Internal Revenue and are not a required part of the basic financial statements. Such
information are the responsibility of the management of Shang Properties, Inc. The mformation have
been subjected 1o the auditing procedures applied in our audit of the basic financial statements. In our
opinion, the information are fairly stated in all material respects in relation to the basic financial
statements taken as a whole,

SYCIP GORRES VELAYO & CO.

Arnel IF. De Jesus

Pariner

CPA Certificate MNo. 43285

SEC Accreditation No, 0075-AR-3 {Group A,
February 14, 2013 to April 30, 2016

Tax Identification No. 152-884-385

BIR Accreditation No, 08-001998-15-2015,
June 26, 2015, valid until June 23, 2018

PTR No. 5321627, January 4, 2016, Makati City

Wlarch 4, 2016

-
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' {SHANG

PROFPERTIES ®

; STATEMENT OF MANAGEMENT'S RESPONSIBILITY FOR
| FINANCIAL STATEMENTS

hlarch 04, 2016

To the Securities and Exchange Commission
SEC Building, EDSA, Greenhills
City of Mandaluyong, Metro Manila

The management of Shang Properties, Inc. is responsible for the preparation and fair
presentation of the financial statements for the years ended December 31, 2015 and 2014, in
accordance with the prescribed financial reporting framework  indicated therein, This
responsibility includes designing and implementing internal controls relevant to the preparation
and fair presentation of the financial slalements that are free from material misstatement, whether
due to fraud or error, selecting and applying appropriate accounting policies, and making
accounting estimates that are reasonable in the circumstances.

The Board of Directors reviews and approves the financial stalements and submits the same to
the stockholders.

SyCip Gorres Velayo & Co, the independent auditors, appointed by the stockholders have
examined the financial statements of the Company in accordance with Philippine Standards on
Auditing, and in its report to the stockholders, have expressed their opinion on the faimess of
presentation upan completion of such examination.

Signed r oath of by the following:
dX =

Edward Kuok Khoon Loong
Chairman of the Bogfd

Group Financial CDnlroIiSrMcting Chief Finance Officer

e
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cresor Koy S h

Level I5, Shangri-La Plaza Mall, EDSA corner Shaw Boulevard, Mandaluyong City, Metro Manila, Philippines 1550
T (632) 370-2700 F: {632 370-2777 www.shangproperties.com




SHANG PROPERTIES, INC.

PARENT COMPANY STATEMENTS OF FINANCIAL POSE
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ASSETS ks RRCEIVED EUAIECT 0 RRVIEW OF
Current Assets T
Cash and cash equivalents (Mote 4) £1,211,799,761 PA25 679,578
Financial assets at fair value through profit or loss (Note 5) 4,242, 540 3,426,433
Receivables (MNole 63 831,251,863 056,263,833
Properties held for sale (MNaote 7} 49,785,462 TE.157.835
Prepayments and other current assets (Note §) 140,656,341 115,211,492
Total Current Assets - 2,237,735.967 [,578,73%.49]
Noncurrent Asscts
[nvestments and advances (Note 9) 12.030,222.549 12, 486,939,681 |
[nvestment properties (Mote 101 G.011.905,814 8,486,270,219
Available-Tor-sale financial assets (Note 11) 95,320,867 03,270,867
Property and equipment (Notg 12) 35,061,717 40, 578 030
Retirement assets (Note 20) 4,853,882 .
Refundable deposits 425424 425,424
Total Noncurrent Asscts 21,177,790,253 "’21~1G?_~4Eﬁ..33

TOTAL ASSETS

P23,415,526,220

LIABILITIES AND EQUITY

Current Liabilities

Accounts payvable and other current liabilities (Note 13 P428,791,675
Current portion of long-term loan (Note 14) 133,333,333
Dividends pavable (Note 16) 28,464,861
Total Current Liabilities 590,589,869

2667,501,569

583,333,233

24,294 514
1,275,219, 816

Noncurrent Liabilities

Long-term loan - net of current portion (Nofe 14) 3,006,666,667 4.512,300,000
Retirement liabilities (MNote 200 = 10,197,701
Deposits from tenants 1,085,205 G9G (39
Deferred tax labilities - net (Note 21) _2,733,105,665 2.575.931,691
Total Nonecurrent Liabilities 5,800,858,237  7.103,627,831
Total Liabilities 6,391,448,106 8.378,847 647
Equity

Capital stock - B1.0O par value

Authorized - 8.000,000,000 shares,

Issued and ocutstanding - 4,764,058 982 shares 4,764,058,982 4,764,058 G&2
Additional paid-in capital 1.210,073,809 1,210,073,869
Treasury shares - at cost (Note 15) (6.850.004) (6,850,064)
(her components of equity (5,846,737} {7,600,868)
Fetained earnings 11,062,642,064 8.347.694. 274
Total Equity 17,024,078,114 14,307.376,195

TOTAL LIABILITIES AND EQUITY

P13.415,526,220  P22.086,223 842

Sep gocompanying Notes 1o Paveni Company Financial Stalements,
(=3 { 7
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SHANG PROPERTIES, INC.

PARENT COMPANY STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31

2015 2014
REVENUES
Eental (Motes 1 and 24) $212,740,086 P211.185,218
Sale of condominium units o 58,147,402 660.246
.~ 270,887 488 211,346,164
COSTS AND EXPENSES
Staff costs (Note 17) 72,058,036 65,067 030
General and administrative (Note 18) 54,746,615 £2:331.415
Cost of condominium units sold (Note 7) 28,372,373 227500
Taxes and licenses (MNota 18} 14,191,498 38,598,714
Diepreciation and amortization {Note 12) _ 10,555,428 0616550
179,923,950 165,841,215
OTHER INCOME (LOSS)
Dhvidend income (Mote 22) 3,150,415,469 1.234.919. 534
Giain on [air value adjustment of investment properties (Note 10) 521,897,129 .
Interest expense (MNole 14) {135,424,521) (186,162,235)
[nterest income (Nate 4 8,542,619 2,706,786
Bank charges {6,995,715) (98,068}
Crain on fair value adjustments of financizl assels at fair value through
profit or loss (Note 3) 816,087 2,070,034
Other income (Note [9) 1,672,262 744,261
3,520,923,330 1,054, 180,112
INCOME BEFORE INCOME TAX 3,011,880,868 100,185,061
PROVISION FOR (BENEFIT FROM) INCOME TAX (Note 211 158,841,423 (3418900
NET INCOME 3,453.045,445 LI03,603.96]
OTHER COMPREHENSIVE INCOME (LOSS)
Ttem to be reclassified to profit or loss in the subsequent periods:
Change in fair value of available-Tor-sale linancial assets,
net of tax effect (Mote 11) 1,435,000 330,000
Ttem not to be reclassified to profit or loss in the subsequent periods:
Femeasurement gain (loss) on defined benafit plan,
net of tax effect (Note 20} 319,129 (6,393,690)
TOTAL COMPREHENSIVE INCOME F3,454, 799,574 BI1,097,560,271

See gocompanying Notes to Parent Company Financiol Statemens,
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SHANG PROPERTIES, INC,

PARENT COMPANY STATEMENTS OF CASH FLOWS

Years Ended December 31

2015 2014
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax B3.611,886.8068 BI1.100.183.06]
Adjustments for:
Dividend income (Note 22) (3,150,415,469) (1,234,919,334)

Crain on fair value adjustment of investment properties
(Note 10)

(521,897,129)

Interest expense (Note 14) 155,424,521 186,162,235

Depreciation and amortization (Note 12) 10,555,428 9.616.550

Interest income {Note 4) (8,542,619) {2.706,786)

Gatn on fair value adjustments of financial assets at fair

value through profit or loss (Note 5) (816,087) (2.070,034)

Foreign exchange gain (Note 19} (743,818) (486,:51)

Gain on sale of property and equipment (Note 19) {600,786) x
Operating income before working capital changes 94,850,909 55,781,547
Decrease (increase) in:

Recervables 835,785,287 a81,638,525

Properties held [or sale 28,372,373 227,500

Prepayments and other current asscts (25.444.549) (6,578,181
Increase (decrcase) ing

Accounts payable and other current liabilities (229.041,702) 25,828,015

Retirement benefits (14,595,684} 2,946,965
Met cash generated from operations 689,920,334 : B39 844, 171
Interest received 6.807,967 2,798,080
Income taxes paid (6.418,619) (4,591,050}
Net cash provided by operating activities 690,375,682 R3E.052,10]
CASH FLOWS FROM INVESTING ACTIVITIES
Dividends received (Note 22) 2,441,917,590 1,235,219.534
Decrease (increase) in investments and advances (Note @) 456,717,262 (1,740,383, 500)
Additions to:

Investment properties (Note 10) (3,738,466) (7,919,793

Property and equipment {Note 12) (5,039,115) (3.309311

Refundable deposits - (6B, 000
Met cash provided by (used in) investing activities 2,889,857.271 (524.521.576)

{Forward)

APR 13 2018
X

R



Years Ended December 31

2015 2014
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from loan availment (Note 14) P BGO0, 000,000
Pavments of:
Loan principal (Note 14) (1,895,833,333) {583,333,334)
Cash dividends (Note 16) (733,927,708) {639,408,340)
Intercst (MNote 14) (165,182,713) (181,133,228)
_ Deposit from tenants 86860 -
Net cash used in financing activities (2,794,856,888) (503,874,902}
EFFECTS OF EXCHANGE RATE CHANGES
ON CASH AND CASH EQUIVALENTS 743,818 486,151
NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS 780,119,883 (69 B58.226)
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR 425,679,878 495538104
CASH AND CASH EQUIVALENTS
AT END OF YEAR (Note 4)  P1211,799,761  P425,679,878

Ree qecompanying Notes to Parent Campany Firaneial Slatements,

APR 139015

AR



SHANG PROPERTIES, INC.

NOTES TO PARENT CDMP&W?H"I"@ﬁNCIAL STATEMENTS

]

Corporate Information and Authorization for Issue of the Parent Company Financial
Statements

Corporate Information

Shang Properties, Inc. (the Company), a corporation duly organized and existing in the Philippines,
was incorporated and registered with the Philippine Securities and Exchange Commission {(SEC) on
October 21, 1987 to acquire, own, develop, subdivide, sell, mortgage, exchange, lease or hold for
investment, real estate of all kinds.

The Company’s registered office address, which is alse its principal place of business, s al
Administration Offices, Shangri-La Plaza Mall (the Mall), EDSA comer Shaw Boulevard,
Mandaluvong City.

The Company has its primary listing on the Philippine Stock Exchange (PSE). It was registered on
June 13, 1991 with total listed shares of 4,764.058,982, which was initially issued at B118 per share,
As of December 31, 2015 and 2014, the Company has 5,403 and 5,457 stockholders, respectively,
The details of the Company’s stockholders are disclosed in the annual report.

Authorization for Issue of the Parent Company Financial Statements
The parent company financial statements have been approved and authorized for issue in accordance
with a resolution of the Board of Directors {the Board) on March 4, 2014,

Sumn‘mry of “ﬂgmtluaut A.Lumnlmg and I*lmmual .RL[HJI tmg Policies

Basis of Preparation

The financial statements have been preparcd under the historical cost basis except for investment
properties, financial assets at fair value through profit or loss and available-for-sale financial assets
that have been measured at fair value. The financial statements are presented in Philippine Peso
{Peso), which is the Company’s functional and presentation currency, with amounts rounded 1o the
nearest Peso.

Statement of Compliance
The financial statements have been prepared in accordance with Philippine Financial reporting
Standards (PFRS) as issued by the Financial Reporting Standards Council (FRSC).

MNew and Amended Standards and Interpretations
The Company applied for the first time certain standards and amendments, which are effective for
annual periods beginning on or after January 1, 2015,

The nature and the impact of each new standard and amendment are described below,

+  Amendments to PAS 19, Defined Benefit Plans: Emplovee Contributions
PAS 19 requires an entity to consider contributions from employees or third parties when
accounting Tor defined benefit plans.  Where the contributions are linked to service, they
should be attributed to periods of service as a negative benefit. These amendments clarify
that, if the amount of the contributions is independent of the number of years of service, an
entity 15 permitted (o recognize such contributions as a reduction in the service cost in the
peried in which the service is rendered, instead of allocating the contributions 1o the periods of

AP AT
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service. This amendment is effective for annual periods beginning on or after Julv 1, 2014,
This amendment 15 not relevant to the Company, since the Company has no defined benefit
plans with contributions from emplovees or third parties.

Annual Improvements to PFRSs (2000-2012 cyele)

These improvements are effective from July

i

I, 2014 and the Company has applied these

amendments for the first time in these financial statements. Unless otherwise stated, thesc
amendments have no impact on the Company’s lnancial statements.

FI'RS 2, Share-based Payment - Definition of Vesting Condition

This improvement is applied prospectively and clarifies various issues relating o the

definitions of performance and service conditions which are vesting conditions, including:

* A performance condition must contain a service condition

* A performance target must be met while the counterparty is rendering service

* A performance target may relate to the operations or activities of an entity, or to those of
another entity in the same group

* A performance condition may be a market or non-market condition

* If the counterparty, regardless of the reason, ceases to provide service during the vesting
period, the service condition iz not satisfied.

PFRS 3, Business Combinations - Accowting for Comtingent Cansideration in a Business
Combination

The amendment is applied prospectively for business combinations for which the acquisition
date is on or after July 1, 2014, It clarifies that a contingent consideration that 1s not classified
as equity is subsequently measured at fair value through profit or loss whether or not it falls
within the scope of PAS 39, Financial Inseeuments: Recognition and Measurement {or
FFRS 9, Financial Instrinents, if early adopted).

PFRS B, Operating Segments - Aggregation of Operating Segments and Reconciliation of the

Total of the Reportable Segments ' Asseis to the Entity 'y Assets

The amendments are applied retrospectively and clarify that;

*  An entity must disclose the judgments made by management in applving the aggregation
criteria in the standard, including & brief description of operating segments that have been
aggregated and the economic characteristics (e.g., sales and gross margins) used to assess
whether the scgments are ‘similar’,

* The reconciliation of segment assets to total assets is only required to be disclosed if the
reconciliation is reported to the chief operating decision maker, similar to the required
disclosure for segment liabilities.

PAS 16, Propern, FPlant and Eguipment, and PAS 38, Imtangible Assets - Revaluction
Method - Proportionate Restatewment of Accumulated Depreciation

The amendment is applied retrospectively and clarifies in PAS 16 and PAS 38 that the asset
may be revalued by reference to the observable data on either the gross or the net canryving
amount. In addition, the accumulated depreciation or amorlization is the difference between
the gross and carrying amounts of the asset. The adoption of this amendment did not have any
impact in the Company’s financial statements as the Company’'s property, plant and
equipment and intangible assets are not carried at revalued amounts.

FAS 24, Related Porty Disclosures - Key Management Persanne!

The amendment is applied retrospectively and clarilies that a management entity, which is an
entity that provides key management personnel services, is a related party subject to the

TR A



related party disclosures. In addition, an entity that uses a managemenl entity is required to
disclose the expenses incurred for management services,

Annual Improvements to PFESs (2001 1-2013 ¢vele)

These improvements are effective from July 1, 2014 and the Company has applied these
amendments for the first time in these financial statements. Unless otherwise stated. these
amendments have no impact on the Company’s financial statements. They include:

PERS 3, Business Combinations - Scope Exceptions for Joint Arrangemeniy

The amendment is applied prospectively and clarifies the following regarding the scope

exceptions within  PFES 3:

= Joint arrangements, not just joint ventures, are outside the scope of FFRS 3.

= This scope exception applies only to the accounting in the financial statements of the joint
arrangement itself.

PERS 13, Fair Value Measurement - Porifolio Exception
The amendment is applied prospectively and clarifies that the portfolio exception in PFRS 13
can be applicd not only to financial assets and financial liabilities, but also to other contracts
within the scope of PAS 39 (or PFRS 9, if early adopted).

PAS A0, investment Property

The description of ancillary services in PAS 40 dilferentiates between the investment property
and owner-occupied property (i.e., property, plant and equipment). The amendment is applied
prospectively and clarifies that PFRS 3, and not the description of the ancillary services in
PAS 40, is used to determine if the transaction is the purchase of an asset or business
combination. The description of ancillary services in PAS 40 only dilfferentiates bepween
investment property and owner-occupied property (i.e., property, plant and equipment).

Future Changes in Accounting Policies

The standards and interpretations that are issued. but not vet effective, up to the date of 1ssuance of
the Company’s Nnancial statements are disclosed below. The Company intends o adopt these
standards, it applicable, when they become effective.

Deferred

Philippine Interpretation IFRIC 13, Agreements for the Construction of Real Estate

This interpretation covers accounting for revenue and associated expenses by entities that
undertake the construction of real estate directly or through subcontractors, The interpretation
requires that revenue on construction of real estate be recognized only upon completion,
except when such contract qualifies as construction contract to be accounted for under PAS 11
or invoelves rendering of services in which case revenue 1s recognized based on slage of
completion. Contracts involving provision ol services with the construction materials and
where the risks and reward of ownership are transferred 1o the buyer on a continuous basis
will also be accounted for based on stage of completion. The SEC and the FRSC have
deferred the effectivity of this interpretation until the final Revenue standard is issued by the
International Accounting Standards Board {IASB) and an evaluation of the requirements of
the final Revenue standard against the practices of the Philippine real estate industy is
completed. Adoption of the interpretation when it becomes effective will not have any impact
on the financial statements of the Company.

VAR



Effective January I, 2016

= PFRS 10, Consolidated Fingncial Statenents and PAS 28, Javesimenis in Associates and Joim
Femtures - Investment Entities: Applving the Consolidation Exception {Amendments)
These amendments clarify that the exemption in PFRS 10 from presenting consolidated
[inancial statements applies to a parent entity that is a subsidiary of an investment cntity that
measures all of its subsidiaries at fair value and that only a subsidiary ol an investment entity
that is not an investment entity itself’ and that provides support services to the investment
entity parent is consolidated. The amendments also allow an investor (that s not an investnent
entily and has an investment entily associate or joint venture), when applving the equity
method, to retain the fair value measurement applied by the investment cotity associate or
joint venture to its interests in subsidiaries, These amendments are effective for annual periods
beginning on or afler January 1, 2016, These amendments are not applicable to the Company
since the Company does not have investment entity associates or joint venture,

= PAS 27, Separate Financial Statements - Egquity Method in Separare Financial Statements
{Amendments)
The amendments will allow entities to use the equity method (0 account [or investments in
subsidiaries, joinl ventures and associates i their separate Nnancial statements, Entites
already applying PFRS and electing to change to the equity method in its separate financial
statements will have to apply that change retrospectively, The amendments are eflective for
annual periods beginning on or after January 1, 2016, with early adoption permitted. These
amendments will not have any impact on the Company’s financial statements.

= PFRS 11, Joint Arrangements - Accounting for Acguisitions of Interests {(Amendments)

The amendments to PFRS 11 require that a joint operator accounting for the acquisition of an
interest in a joint operation, in which the activity of the joint operation constitutes a business
(as defined by PFRS 33 to apply the relevant PFRS 3 principles for business combinations
accounting. The amendments also clarify that a previously held interest in a Jolnt operation is
not remeasured on the acquisition ol an additional interest in the same joinl operation while
joint control is retained. In addition, a scope exclusion has been added to PFRS 11 to specify
that the amendments do not apply when the parties sharing joint control, including the
reporting entity, are under common control of the same ultimate controlling party.

The amendments apply to both the acquisition of the initial interest in a joint operation and the
acquisition of any additional interests in the same joint operation and are prospectively
¢ffective for annual periods beginning on or afler January 1. 2016, with early adoption
permitted. These amendments are not expected to have any impact to the Company.

s PAS |, Presentation of Finuncial Statements - Disclosure Initiative (Amendments)

The amendments are intended to assist entities in applving judgement when meeting the

presentation and disclosure requirements in PFRS. They clarify the following:

*  That entities shall not reduce the understandability ol their linancial statements by either
obscuring material information with immaterial information; or aggregating material items
that have different nature or functions

»  That specific line ilems in the statement of income and OCI and the statement of financial
position may be disaggregated

*  That entities have flexibility as to the order in which they present the noles to financial
slatements .

= That the share of OCI of associated and joint ventures accounted for using the equity
method must be presented in aggregate as a single line item, and classified between those
items that will or will not be subsequently reclassified to profit or loss.

AT OO



Early application is permitted and entities do not need to disclose that fact as the amendments
are considered to be clarifications that do not affect an entity’s accounting policies or
accounting estimates, The Company is currently assessing the impact of these amendmenis on
its financial statements,

*  PAS 14, Regulatory Deferral Accounts
PFRES 14 15 an optional standard that allows an entity, whose activities are subject to rate-
regulation, 1o continue applying most of its existing accounting policies for regulatory defarral
account balances upon its first-time adoption of PFRS. Entities that adopt PFRS 14 must
present the regulatory deferral accounts as separale line items on the statement of financial
position and presenl movements in these account balances as separate line items in the
statement of income and other comprehensive income. The standard requires disclosures on
the nature of, and risks associated with, the entity’s rate-regulation and the effects of that rate-
regulation on its financial statements. PFRS 14 is EFFELEHE: for annual periods beginning on or
afler January 1, 2016. Since the Company is an existing PFRS preparer, this standard will no

apply.

= PAS |6, Property, Flomt and Egquipment, and PAS 4|, Agriculiure - Bearer Pianis
{Amendments)
The amendments change the accounting requirements [or biological assets that meet the
definition of bearer plants. Under the amendments, biological assels that meet the definition
of bearer plants will no longer be within the scope of PAS 41, Instead, PAS 16 will apply.
After initial recognition, bearer plants will be measured under PAS 16 ar accwmulated cost
(before maturity) and using either the cost model or revaluation model (after maturity). The
amendments also require that produce that grows on bearer plants will remain in the scope of
PAS 41 measured at fair value less costs 1o sell, For government grants related to bearer
plants, PAS 20, decounting for Governmeni Grants and Disclosure of Governiment Assistance,
will apply. The amendments are retrospectively effective for annual periods beginning on or
after January |, 2016, with early adoption permitted. These amendments are not expected to
have any impact 1o the Company as the Company does not have any bearer plants,

*  PAS 16, Properny, Plant and Equipment, and PAS 38, Intangible Asseis - Clarification of
Acceptable Methods of Depreciation and Amortization (Amendments)
The amendments clarify the principle in PAS 16 and PAS 38 that revenue reflects a pattern of
econemic benefits that are generated from operating a business (of which the asset is part)
rather than the economic benefits that are consumed through use of the asset. As a result, a
revenue-based method cannotl be used to depreciate property, plant and equipment and may
only be used in very limited circumstances to amortize intangible assets, The amendments are
retrospectively effective for annual periods beginning on or after Januvary 1, 2016, with carly
adoption permitted, These amendments are not expected to have any impact to the Company
as the Company has not used a revenue-based method to depreciate its non-current assets.

Annual Improvements to PFRSs (2012-2014 cvele)

The Annual Improvements to PFRSs (2012-2014 cyele) which are effective on or after
January 1, 2016 are expected (0 have no impact o the Onancial stalements f.:i" the Company. These
include:

= PFRS 5, Now-cirvent Assets Held for Sale and Discontinued {)per arions - Changes in
Methods of Di. sposal
The amendment s applied prospectively and clarifies that changing ﬁum a disposal through
sale 1o a disposal through distribution to owners and vice-versa should not be considered to be
a new plan of disposal, rather it is a continuation of the original plan. There is, therefore, no
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nterruption of the application of the requirements in PFRS 5, The amendment also elacifies
that changing the disposal method does not change the date of classification.

*  PPFRS 7, Financial Insiruments: Disclosures - Servicing Contracts
PFRS 7 requires an entity to provide disclosures for any continuing imvolvement in a
transferred asset that is derecognized in ils entirety. The amendment ¢larifies thal a servicing
contract that includes a fee can constitute continuing involvement in a financial assel. An
entity must assess the nature of the [ee and arrangement against the guidance for continuing
mvolvement on PFRS 7 in order to assess whether the disclosures are required. The
amendment is 1o be applied such that the assessment of which servicing contracts cons itule
continuing involvement will need to be done retrospectively. However, comparative
disclosures are not required to be provided for any period beginning before the annual period
in which the entity first applies the amendments.

* PFRS 7,  dpplicabiliy of the Amendmemts 1o PFRS 7 jo Condensed [Inierim
Financicd Statements
This amendment is applied retrospectively and clarifies that the disclosure on offsettivg of
financial liabilities are not required in the condensed interim financial report unless they
provide a significant update to the information reported in the most recent annual report.

= PAS 19, Emplovee Benefits - regional market issue regarding discown rate
The amendment is applied prospectively and clarifies that market depth of high qualits
corporate bonds is assessed based on the currency in which the obligation is denominated,
rather than the country where the obligation s located. When there is no deep marker for high
guality corporate bonds in that currency, government bond rates must be used,

s PAR 34, Dwerim Financiol Reporting - discloswre of information “elsewhere in the huerim
Jimancial report’
The amendment is applied retrospectively and clarifies that the required interim disclosure
must either be in the interim financial statements or incorporate by cross-reference belween
the mterim financial statements and wherever they are included within the greater interim
financial report (e.g., in the management commentary or risk report).

Effeciive Jonuary 1, 2018

= PFRS 9, Financial Instruments

In July 2014, the IASE issued the Dinal version of PFRS 9, Financial fnstruments. The new
standard (renamed as PFRS 9) reflects all phases of the financial instruments project and
replaces PAS 39, Financial Instruments: Recogrition and Measurement, and all previous
versions of PFRS 9. The standard introduces new requirements for classification and
measurement, impairment, and hedge accounting. PFRS 9 is effective for annual periods
beginming on or after Januvary 1. 2018, with carly application permitled. Retrospective
application is required, but comparative information is not compulsory, Early application of
previous versions of PFRS 9 (2009, 2010 and 2013) is permitted if the date of initial
application is before February 1, 20135, The Company did not early adopt PFRS 9.

The adoption of PFRS 9 will have an effect on the ¢lassification and measurement of the

Company’s financial assets and impairment methodology for financial assets, but will have no
impact on the classification and measurement of the Company’s financial liabilities.
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= JFRE 15, Revenue from Contraciy with Customers
IFRS 15 was 1ssued in May 2014 and establishes a new five-step model that will apply to
revenue arising from contracts with customers, Under IFRS 13 revenue is recognized at an
amount that reflects the consideration to which an entity expects to be entitled in exchange for
transferring goods or services 1o a customer. The principles in IFRS 15 provide a morc
structured approach o measuring and recognizing revenue.

The new revenue standard is applicable to all entities and will supersede all current revenue
recognition requirements under IFRS. Either a [ull or modified retrospective application is
required for annual periods beginning on or afler January 1, 2018 with early adoption
permitted. The Company is currently assessing the impact of IFRS 15 and plans to adopt the
new standard on the required effective date once adopted locally.

Effective Jarary 1, 2019

= JFRS 18, Leases
On January 13, 2016, the 1ASB issued its new standard, IFRS 16, Leases. which repiaces
International Accounting Standards (1AS) 17, the current leases standard, and the related
Interpretations,

Under the new standard, lessees will no longer classify their leases as either operating o
finance leases in accordance with [AS 7. Rather, lessees will apply the single-asset model.
Under this model, lessees will recognize the assets and related liabilities for most leases on
their balance sheets, and subscquently, will depreciate the lease assets and recognize interest
om the lease liabilities in their profit or loss. Leases with a term of 12 months or less or {or
which the underlving asset 13 of low value are exempled from these reguirements,

The accounting by lessors is substantially unchanged as the new standard carries forwand the
principles of lessor accounting under [AS 17. Lessors, however, will be required 1o disclose
maore information i their financial statements, particularly on the risk exposure to residual
value.

The new standard is effective for annual periods beginning on or afier January 1, 2019
Entities may early adopt [FRS 16 but only if they have also adopted [FRS 15, Revenue from
Contracts with Customers, When adopting IFRS 16, an entity 15 permitted to use either ¢ full
retrospective or a modified retrospective approach, with options to use certain transition
reliefs. The Company is currently assessing the impact of IFRS 16 and plans to adopt the new
standard on the required effective date once adopted locally.

Current versus Noncurrent Classification
The Company presents assets and liabilities in the parent company statement of financial position
Pased on current or noncurrent classification.

An assel 15 cwrrent when 1t s

= gxpected 1o be realized or intended to sold or consumed in the normal operating eyvele;

= held primarily for the purpose of trading;

s expected to be realized within twelve months after the reporting period; or

#  cash or cash equivalent unless restricted from being exchanged or used to seftle a lability for at
least twelve months afier the reporting period,

All other assets are classified as noncurrent.
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A liability is current when:

» jt is expectad to be settled in the normal operating cycle:

= it is held primarily for the purpose of trading;

= it is due to be settled within twelve months after the reporting period; or

= there 15 no unconditional right to defer the settlement of the liability for at least twelbve months
after the reporting peried.

The Company classifies all other Liabalities as noncurrent,
Deferred tax assets and liabilities arce classified as noncurrent assets and liabilities.

Fair Value Measurement

The Company measures financial instruments, such as financial assets at FVPL, AFS financial
assels, and non-financial assets, such as investment propertics, st Fair value at cach reporting Jdate,
Additional fair value related disclosures including fair values of financial instruments measured at
amortized cost are disclosed in MNote 25,

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between markel participants at the measurcment date. The fair value
measurement 15 based on the presumption that the transaction to sell an asset or transfer a lability
takes place either:

& in the principal market for the asset or liability, or
= inthe absence of a principal market, in the most advantageous market for the asset or lsbibity.

The principal or the most advantageous market must be accessible to the Company.

The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their
sconomic best interest.

A Tair value measurement of a non-financial asset takes into account a market participant’s ability
o generate economic benefits by using the asset in its highest and best use or by selling it 1o
another market participant that would use the assel in its highest and best use.

The Company uses valuation technigues that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable inputs
and minimizing the use of uncbservable inputs,

All assets and liabilities for which fair value is measured or disclosed in the parent company
financial statements are categorized within the fair value hierarchy, described as follows, based on
the lowest level input that is significant to the fair value measurement as a whole:

= Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities.

= Level 2 - Valuation techniques for which the lowest level input that is significant o the fair
value measurement is directly or indirectly observable. ;

= Level 3 - Valuation techniques for which the lowest level input that is significant to the fair
value measurement is unobservable.
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For assets and liabilities that are recognized in the parent company financial statements on a
recurring basis, the Company determines whether transters have occurred between Levels in the
hierarchy by re-assessing categorization (based on the lowest level input that 15 significant to the
fair value measurement as a whole) at the end of each reporting period.

TFor the purpose of fair value disclosures, the Company has determined classes of assets and
liabilities on the basis of the nature, charactenistics and risks of the asset or hability and the level of
the fair value hierarchy as explained above,

Cash and Cash Equivalents

Cash includes cash on hand and in banks that earns interest at the respective bank deposit rates,
Cash equivalents are short-term, highly lguid investments that are readily convertible to known
amounts of cash with original maturities of three months or less from the date of acquisition and
are subject to an insignificant risk of change in value.

Financial Instrumenits

Initiad Recognition and Measurement

Financial instruments are recognized initially at fair value, adjusted for directly auribuable
transaction costs in the case of financial instraments not at FVPL. The Company recognizes a
financial instrument in the parent company statement of financial position when it becomes a party
tor the contractual provisions of the instrument,

All regular way purchases and sales of financial assets are recognized on the trade date, which is
the date that the Company commits to purchase the asset. Regular way purchases or sales are
purchases or sales of financial assets that require delivery of assets within the period generally
established by regulation or convention in the marketplace.

Classification

Financial assets are classified as financial assets at FVPL, loans and receivables, held 1o maturity
(HTM) financial assets, and AFS financial assets as appropriate. Financial liabilities are class:fied
as financial liabilities at FVPL and other financial liabilities. The Company determines the
classification of its financial instruments at initial recognition and, where allowed and appropriate,
re-cvaluates the designation at each reporting date. As of December 31, 2015 and 2014, the
Company has no HTM [nancial assets and financial liabilities at FVPL.

Financial Assets ar FVPL

Financial assets at fair value through profit or loss include financial assets held for trading and
financial assets designated upon initial recognition at fair value through profit or loss. Financial
assels are classified as held for trading it they are acquired for the purpose of selling or
repurchasing in the near lerm. Derivatives, including separated embedded derivatives, are also
classified as held for trading unless they are designated as effective hedging instruments as defined
by PAS 39, The Company designated certain financial assets at fair value through profit or loss.
Financial assets at fair value through profit or loss are carried in the statement of financial position
at fair value with net changes in fair value presented as “Other income™ in the statement of
comprehensive income.

Financial instruments may be designated at initial recognition as financial assets or liabilitics at
FVPL when any of the following criteria are met: (i) the designation eliminates or significantly
reduces the inconsistent treatment that would otherwise arise from measuring the assets or
liabilities or recognizing the gains or losses on them on a different basis; (ii) the assets or liabilities
are part of a Company of financial instruments which are managed and their performances are
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evaluated on fair value basis, in accordance with a documented risk management strategy: or
(iii) the financial instrument contains an embedded derivative that would need to be separately
recorded.

As of December 31, 2015 and 2014, the Company has investment in shares of stock of varous
publicly listed companies which are designated as financial assets at FVPL.

Loans and Recelvables

This category is the most relevant 1o the Company. Loans and receivables are non-derivative
financial assets with fixed or determinable payments that are not quoted in an active market. After
initial measurement, such financial assets are subsequently measured at amortized cost using the
effective interest rate (EIR) method, less impairment. Amortized cost is calculated by taking into
account any discount or premium on acquisition and fees or costs that are an integral part o the
EIR. The EIR amortization is included in interest income in the statement of comprehensive
income. The losses arising from impairment are recognized in the statement of income.

As of December 31, 2015 and 2014, the Company’s loans and receivables consist of cash in
banks, cash eguivalents, rental receivables, installment contracts receivable, receivable rom
related parties, refundable deposits, interest receivable and other receivables.

AFS Financial Assets

AFS financial assets include equity investments, Equity investments classified as AFS are those
that are neither classified as held for trading nor designated as at FVPL. Financial assets may be
designated at initial recognition as AFS financial assets if they are purchased and held indefinitely,
and may be sold in response to liquidity requirements or changes in market conditions.

AFS financial assets are carried at fair value in the statement of financial position. Changes in fair
value of such assets are accounted for in OCl in the cumulative changes in fair value of AFS
financial assets until the financial asscts are derccognized or until they are determined to be
impaired. When an AFS financial asset is derecognized or determined to be impaired. the
cumulative gains or losses previously recorded in OCI are recognized in profit or loss,

Investments in equity investments that do not have quoted market prices in an active market and
whose fair values cannot be reliably measured are carried at their cost, less any impairment in
value.

As of December 31, 2015 and 2014, the Company’s investinent in proprietary club shares and
listed and unlisted shares of stock are classified as ATS financial assets,

(her Finaneial Liabilities
This category pertains to financial liabilities that are not held for trading nor designated as
financial liabilities at FVPL upon inception of the liability,

Other financial liabilitics are initially recorded at fair value, less dircctly attributable transaction
costs. After initial recognition. other financial liabilitics are carried at amortized cost using the
EIR method. Amortized cost is calculated by taking into account any issue costs, and any
discount or premium on settlement, Gains and losses are recognized in profit or loss when the
liabilities are derecognized or amortized,

As of December 31, 2015 and 2014, the Company’s other financial liabilities include accounts

payable and other current liabilities (except for output value-added tax (VAT) and withholding
taxes), dividend pavable, long-term loan, and deposits from tenants.
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Determination of Fair Value

The fair value of lnancial instruments that are actively traded in organized financial markets s
determined by reference to quoted market bid prices at the close of business on the reporting date.
For investments and all other financial instruments where there is no active market, [air value is
determined using valuation technigues. Such techniques include using arm’s-length market
transactions; reference to the current market value of another instrument, which 15 substantially the
same; and discounted cash flow (DCT) analysis and other valuation maodels. It the fair value
cannot be measured reliably, the financial instruments are measured at cost, being the Tair value of
the consideration paid, in case of an asset, and received, in case of a liability, All transaction costs
directly attributable to the acquisition are also included in the cost of investment,

Day I Difference

Where the transaction price in a non-active market is different from the fair value from other
observable current market transactions in the same instrument or based on a valuation technique
whose varnables include only data [rom observable market, the Company recognizes the differznce
hetween the transaction price and fair value (a Day | diffevence) in the profit or loss unless i
aualifies for recognition as some other tvpe of asset.  In cases where the data uvsed are not
observable, the difference between the transaction price and model value is only recognized n the
profit or loss when the inputs become observable or when the instrument is derecognized. For
each transaction, the Company determines the appropriate method of recognizing the Day |
difference.

Offsetting

A financial asset and a financial liability are offset and the net amount is reported in the statement
of financial position if. and only if, there is a currently enforceable legal right to offset the
recognized amounts, and there 13 an intention to settle on a nef basis or to realize the asset and
settle the liability simultancously. The Company assesses that it has a currently enforceable right
of offset if the right is not contingent on a future event, and is legally enforceable in the normal
course of business, event of delault, and event ol insolvency or bankruptey ol the Company and all
of the counterparties.

Tmpairment of Financial Assels

The Company assesses, al cach reporting date, whether there is ohjective evidence that a financial
asset or a group of financial assets is impaired. An impairment exists if one or more events that
has occurred since the initial recognition of the asset (an incurred “loss event™), has an impact on
the estimated future cash flows of the financial asset or the group of financial assets that can be
reliably estimated. Evidence of impairment may include indications that the debtors or a group of
debtors 1s experiencing significani Nnancial difficulty, defanlt or delinguency in interest or
principal payments, the probability that they will enter bankruptcy or other financial
reorganization and observable data indicating that there is a measurable decrease in the estimated
future cash flows, such as changes in amrears or economic conditions that correlate with defaulis,

a.  Financial Assets Carvied at Amortized Cost _

For financial assets carried at amortized cost, the Company first assesses whether impairment
exists individually for financial assets that are individvally significant, or collectively lor
financial assets that are not individually significant. If the Company determines tha: no
objective evidence of impairment exists for an individually assessed financial asset, whether
significant or not, it includes the asset in a group of financial assets with similar credit risk
characteristics and collectively assesses them for impairment.  Assets that are individually
assessed for impairment and for which an impairment loss is, or continues to be, recognized
are not included in a collective assessment of impairment.
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The amount of any impairment loss identified is measured as the difference between the
asset’s carrying amount and the present value of estimated future cash Nows {excluding Liture
expected cradit losses that have not vet been incurred). The present value of the estimated
future cash flows is discounted at the financial asset’s original EIR.

The canying amount of the asset 1s reduced through the use of an allowance account and the
loss is recognized in the profit or loss, Interest income {recorded as finance income in the
profit or loss) continues 1o be acerued on the reduced carrving amount and s acerued using the
rate ol nterest used to discount the future cash {lows for the purpose of measuring the
impairment loss. Loans together with the associated allowance are written off when there is
no realistic prospect of futwre recovery and all collateral has been realized or has nsen
transferred 1o the Company, 1fL in a subsequent vear, the amount of the estimated impairment
loss inercases or decreases becanse of an event cccurring afler the impairment was recognized,
the previously recognized impairment loss is increased or reduced by adjusting the allowance
account. I a write-off is later recovered, the recovery is credited to finance costs in the profit
or loss,

b AFS Finaneial Assets
For AFS financial assets, the Company assesses at each reporting date whether there is
objective evidence that an investment or a group of investments is impaired.

[n the case of equity investments classified as AFS, objective evidence would include a
significant or prolonged decline i the fair value of the investment below s cost
*Significant™ is evaluated against the original cost of the investment and ‘prolonged’ against
the period in which the fair value has been below its original cost. When there is evidence of
itnpairment, the cumulative loss, measured as the difference between the acquizsition cost and
the current fair value, less any impairment loss on that investment previously recognized in
profit or loss, is removed from OCI and recognized in the profit or loss. Impairment losses on
equity investments are not reversed through profit or loss; increases in their Tair value afier
impairment are recognized in OCT

o Financial Assers Careied af Cosi
If there is objective evidence that an impairment loss has been incurred on an ungquoted equity
instrument that is notl carried al fair value because its fair value cannot be reliably measured, or
on a derivative asset that is linked to and must be settled by delivery of such unquoted cquity
instrument, the amount of the loss s measured as the difference between the asset’s carrving
amount and the present value of estimated future cash flows discounted at the current market
rate of return for a similar financial asset.

Derecognition

a.  Financial Assets
A financial assel (or, where applicable, a part of a financial asset or part of a group of similay
financial assets) is primarily derecognized when;

= The rights to receive cash flows from the asset have expired; or

*  The Company has transferred its rights to receive cash flows from the asset or has
assumed an obligation to pay the received cash flows in full without material delay to a
third party under a ‘pass-through’ arrangement: and either (a) the Company has
transterred substantially all the risks and rewards of the asset, or (b) the Company has
neither transferred nor retained substantially all the risks and rewards of the assct, but has
translerred control of the asset.
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When the Company has transferred its rights to receive cash flows from an asset or has
entered into a pass-through arrangement, it evaluates if. and to what extent, it has retained the
risks and rewards of ownership. When il has neither translerred nor retained substantially all
of the risks and rewards of the assel, nor transferred control of the asset, the Company
continues to recognize the transferred asset to the extent of the Company's continuing
invaolvement.  In that case, the Company also recognizes an associated Habilitv,  The
trans{erred asset and the associated Lability are measured on a basis that reflects the rights and
obligations that the Company has retained.

b, Finaneial Liabilities
A financial liability is derecognized when the obligation under the liability is discharged or
cancelled, or has expired. When an existing financial lability is replaced by another from the
same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such an exchange or modification is treated as a derccognition of an
original liability and a recognition of a new liability, The difference in the respective carrving
amounts is recognized i the profit or loss.

Properties Held for Sale

Properties held for sale are properties being constructed or acguired lor sale in the ordinary course
of business, rather than for rental or capital appreciation, and are carried at the lower of cost and
net realizable value (NRV)Y MRV is the estimated selling price in the ordinary course of the
business, based on market prices at the reporting date, less estimated costs of completion and
estimated costs to sell.

Condominium Units Held for Sale

Cost of condominium units held for sale represent accumulated costs of the unsold units of the
completed projects.  Cost includes those directly attributable to the construction of the projects
such as cost of land, direct materials, borrowing costs, professional and consultancy fees, and
project management costs, which are allocated to the unsold units,

Prepavments and Other Current Assets

Prepaid Expenses

Prepaid expenses include expenditures already paid but not vet incurred and from which future
economic benefits are expected to flow to the Company within twelve months from the reporting
date. These are measured at cost less allowance for impairment losses, ifany.

Creditable Withholding Tax (CWT)
CWT represents taxes withheld for goods sold or services renderad by the Company. CWT can be
claimed as credil against mcome tax due.

Investments in Subsidiaries, Associates and Joint Yentures

The Company’s investments in its subsidiaries, associates and joint ventures are accountec [or
under the cost method and are carried at cost less accumulated provisions for impairment losses, if
any. A subsidiary is an entity over which the Company has control, The Company controls an
entity when it is exposed, or has rights to variable returns from its involvement with the entity and
has the ability to affect those returns through its power over the entity. An associate is an entity in
which the Company has a significant influence and which is neither a subsidiary nor a joint
venture. A joint arrangement is a contractual arrangement whereby two or more parties undertake
an econoinic activity that is subject to joint control, and a joint venture 1s & joint arrangement that
involves the establishment of a separate entity in which each venturer has an interest.
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The Company recognizes income {rom the investment only to the extent that the Company
receives distributions from accumulated profits of the investee arising after the date of acquisition.
Distributions received in excess of such profits are regarded as recovery of investment and are
recognized as a reduction of the cost of the investment.

Investment Properties
Investment properties consist of land and buildings that are held for long-term rental yields or for
capital appreciation or both, and that are not owner-occupied by the Company.

Investment properties are measured initially at their costs, including related transaction costs, The
cost of a purchased investment property comprises of its purchase price and any directly
attributable costs.  Transaction costs include transfer taxes, professional fees and other costs
necessary to bring the investment properties to the condition necessary for them to be capable of
being used,

After initial recognition, investment properties are carried at fair value which reflects market
conditions at the reporting date. Gains or losses artsing from changes in fair value are recorded in
profit or loss in the year in which they arise including the corresponding tax effect. Fair value is
based in an annual evaluation performed by an accrediled external independent valuer, applving &
valuation mode] recommended by the Internations]l Valuation Standards Comumitiee,

An investment property that is being redeveloped for continuing use as investment property, or for
which the market has become less active, continues to be measured at fair value,

A subsequent expenditure is charged to the asset’s carrying amount onlv when 1t is probable that
future economic benefits associated with the asset will flow 1o the Company and the cost of the
item can be reliably measured. Repair and maintenance costs are recognized in profit or loss in
the period in which they are incurred,

Investment properties are derccognized when they are disposed of or permanently withdrawn ‘rom
use and no futwre cconomic benefit 15 expected from their disposal.  Any gamn or loss on the
retirement or disposal ol an investment property is recognized in the profit or loss. Gain or loss on
disposal of investment property is determined as the difference between the net disposal proceeds
and the carrving amount of the asset at the date of disposal,

Transfers are made to (or from) investment properties when, and only when, there 13 a change in use.
cvidenced by the ending of owner-occupation or commencement of an operating lease to another
party. Transfers are made from investment properties when, and only when, there is a change in use.
evidenced by the commencement of owner-gccupation or commencement of development with a
view 1o sell.

When the Company completes the construction or development of a selfsconstructed investinent
property that will be carried at fair value, any difference between the fair value of the property al
that date and its previous carrying amount shall be recognized in profit or loss, If a land or
building and building improvement classified as “Property and equipment” becomes an
investment property, the Company accounts for such property in accordance with the policy stated
under property and equipment up o the date of change in use. For transfer from investment
property carried at fair value to property and equipment or construction in progress, the investient
property’s deemed cost shall be its fair value at the date of change in use.
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Property and Equipiment
Property and equipment is stated at cost, net of accumulated depreciation and amortization, and
accumulated impairment losses, if any.

The nitial costs of property and equipment consist of their purchase prices and any directly
attributable costs of bringing the assets to their working condition and location for their intended
use. Expenditures incurred after the property and equipment have been put into operation, such as
repair and maintenance costs, are recognized in profit or loss in the vear in which the costs are
incurred. In situations where it can be clearly demonstrared that the expenditures have resulted in
an increase in future economic benefits expected to be obtained from the use of an ilem of
property and equipment beyond its originally assessed standard of performance, the expenditures
arc capitalized as additional costs of property and equipment.

Drepreciation and amortization commence once the assets are available for use and calculated
using straight-line method over its expected usetul life as follows:

Category Uselu] Lives in Years
Building and leascheld improvements 25 or lease term, whichever is shorter
Transportation equipment R
Furniture, fixtures and other equipment 2105

Useful lives of property and equipment are reviewed at each financial year end and adjusted
prospectively, if appropriate.

Depreciation or amortization ceases at the earlier of the date when the asset is classified as either
investment property or property held for sale and the date the asset is derccoanized.

The assets’ EUL. and depreciation and amortization method are reviewed periodically to ensure
that these are consistent with the expected pattern of economic benefits from the items of property
and cquipment. The assets’ estimated residual values are reviewed periodically and adjusted if
appropriate,

Fully depreciated and amortized property and equipment are retained in the accounts until they are
no lenger in use, and no further depreciation and amortization are charged 1o profit or loss.

An item of property and equipment and any significant part initially recognized is derecognized
upon disposal or when no future economic benefits are expected from its use or disposal. Any gain
or loss arising from derecognition of the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset} is included in the profit or loss when the
assel is derecognized.

Impairment of Nonfinancial Assets

The Company assesses at each reporting date whether there is an indication that the nonfinancial
assets consist of investments in subsidiaries and associates, investment properties and property and
equipment may be impaired. [f any such indication exists, or when annual impairment testing for
an asset is required, the Company makes an ¢stimate of the asset’s recoverable amount. An asset’s
recoverable amount is the higher of an asset’s or CGUs fair value less cost to sell and its value n
use and is determined for an individual assel, unless the assct does not generate cash inflows that
are largely independent of those from other assets or group of assets. Where the carrying amount
of an asset exceeds its recoverable amount, the asset is considered impaired and is written down to
its recoverable amount. In assessing value in use, the estimated future cash flows are discouvnted
to their present value using a pre-tax discount rate that reflects current market assessments of the
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time value of money and the risks specific o the asset. Impairment losses, if any, are recognized
in profit or loss in those expense categories consistent with the Tunction of the impaired assets

An assessment is made at each reporting date as to whether there 15 any indication that the
previously recognized impairment losses may no longer exist or may have decreased. I such
indication exists, the recoverable amount is estimated. A previously recognized impairment less is
reversed only if there has been a change in the estimates used to determine the asset’s or CGLU s
recoverable amount since the last impairment loss was recognized. If that is the case, the carrying
amount of the asset or CGU is increased 1o ils recoverable amount, Thal increased amount cannol
gxeeed the carrying amount that would have been determined, net of depreciation or amortization,
had no impairment loss been recognized for the asset in prior vears. Such reversal is recognized in
profit or loss. Afler such a reversal, the depreciation or amortization charge is adjusted in future
periods to allocate the asset’s revised carrying amount, less any residual value, on a systematic
basis over 1ts remaining uselul life,

The following criteria are also applied in assessing impairment of specific assets;

Tnvestment in Subsidiaries and Associates

The Company assesses at each reporting date whether there is any indication that an investment is
impaired, If any such indication exists, the Company estimates the recoverable amount of the
investment which is the higher of its fair value less costs to sell and wvalue in use. [ the
recoverable amount is lower than the carrying amount, the Company recognizes the difference as
impairment loss.

Provisions

Provisions are recognized when the Company has a present obligation (legal or constructive) as a
resull of 4 past event, it is probable that an outflow of resources embodying economic benefits will
be required to settle the obligation, and a reliable estimate of the amount of the obligation can be
made. [f the effect of the time value of money is material, provision is determined by discounting
the expected future cash flows at a pre-tax discount rate that reflects current market assessments of
the time value of money and, where appropriate, the risks specific to the liability, Where
discounting is used, the increase in provision due to passage of time is recognized as interest
gxpense. When the Company expects a provision or loss to be reimbursed, the reimbursement 15
recognized as a separate asset only when the reimbursement is virtually certain and 1ts amount s
estimable. The expense relating to any provision is presented in profit or loss, net of any
reimbursement.

Equity

Capital Stock and Additional Paid-in Capitad (4P1C)

Capital stock is measured at par value [or all shares issued. When the shares are sold at a
premium, the difference between the proceeds and the par value is credited to the “APIC” account.
When shares are issued for a consideration other than cash, the proceeds are measured at the fair
value of consideration received. In case the shares are issued to extinguish or settle a liability, the
shares are measured either at the [air value of the shares issued or fair value of the liability settled.
whichever is more reliably determinable.

Treasury Shares

Own equity instruments that are reacquired (lreasury shares) are recognized al cost and dedueted
from equity. No gain or loss is recognised in profit or loss on the purchase, sale, issve or
cancellation of the Company’s own eguity instruments.  Any difference between the carrying
amount and the consideration, if reissued, is also recognized in the APIC, When the shares are
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retired, the capital stock account is reduced by its par value and the excess of cost over par value,
upon retirement, is charged to APIC when the shares are issued.

Other Compaonents of Equity

These are recorded for lems that are dircetly recognized in equity, which include cumulative
changes in fair value of AFS financial assets and remeasurement gain (loss) on defined benefit
plan. They are measured either at gross amounts or net of tax effect depending on the tax laws and
regulations that apply.

Other components of equity are derecognized when the related asset or liability where they arise
are derecognized.

Retained Earaings

Retained earnings include cumulative profits and are reduced by dividends. Retained earnings
also include effect of changes in accounting policies as may be required by the standards’
transitional provisions.

Dividend Distribution

The Company recognizes a liabilitv to make cash distributions to equity holders whern the
distribution is authorized and is no longer at the discretion ol the Company. As per the corporate
laws in the Philippines, a distribution is authorized when it is declared by the Board and a
corresponding amount is recognized directly in equity,

Revenue and Expense Recognition

Fevenue 15 recognized to the extent that 11 s probable that the economic benelits will flow 1o the
Company and the amount of revenue can be reliably measured, regardless of when the collection
or payment 15 made,  Revenue is measured at the [air value of consideration received or
receivable, taking inlo account contractually defined terms of payment and excluding taxes and
duties.

The Company assesses ils revenue arrangements against specilic eriteria in order 1o determine 11 3
15 acting as a principal or as an agent.  The Company has concluded that it is acting as the
principal in all of its major revenue arrangements since it is the primary obligor in all the revenue
arrangements, has pricing latitude and is also exposed to cradit risks.

The following specilic recognition criteria must also be met before revenue s recognized;

Sale of Condominiws Units

The Company assesses whether i1 s probable that the economic benefits will flow to the Company
when the contract price is collectible. Collectability of the contract price is demonstrated by the
buyer’s commitment 10 pay, which is supported by the buyer’s initial and continuous investments
that motivates the buyer to honor its obligation. Collectability 1s also assessed by considering factors
such as collections and credit standing of the buver,

Rental

Rental revenues from the leasing of properties held under operating lease are recognized on a
straight-line basis over the periods of the respective leases or based on a certain percentage of gross
revenue of the lessees, whichever 15 applicable.

Tnterest fncome :

Interest income is recognized as it accrues, taking into account the effective vield on the asset,
Interest income from accretion of installment contracts receivable is recognized using the EIR
method.
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Dividend Income
Revenue is recognized when the Company’s right to receive the payment is established, which is
aenerally when the Board of the investee company approved the declaration of dividends.

Costs and Expenses

Cost of condominium units sold is recognized in profit or loss consistent with the revenue
recognition criteria of the Company. The cost of condominium units sold recognized in profit or
loss is determined with reference 1o the specific cost incurred on the property which is allocated 1o
the sold unit based on its relative size over the total saleable arca.

General and administrative expenses are recognized as incurred,

Leases

The determination of whether an arrangement is, or contains a lease is based on the substance of
the arrangement and requires an assessment of whether the fulfillment of the arrangement is
dependent on the use of a specific asset or assets and the arrangement conveys a right to use the
asset. A reassessmenlt is made after inception of the lease only if ene of the following applies:

a. there is a change in contractual terms, other than a renewal or extension of the arrangement;

b. a renewal option is exercised or an extension is granted, unless that term of the renewal or
extension was initially included in the lease term,

c. there is a change in the determination of whether fulfillment is dependent on a specilied asset:
or

d. there is a substantial change to the asset,

When a reassessment is made, lease accounting shall commence or cease from the date when the
change in circumstances give rise to the reassessment for scenarios (a), (¢) or (d} above, and at the
date of renewal or extension period for scenario (b).

Company as a Lessee

A lease where the lessor retains substantially all the risks and rewards of ownership is classified as
operating lease. Payments made under operating lease are recognized in profit or loss on a
straight-line basis over the lease term.

When an operating lease is terminated before the lease period has expired, any payment required
to be made to a lessor by way of penalty is recognized as an expense,

Company as a Lessor

Leases in which the Company does not transfer substantially all the risks and rewards of
ownership of the assets are classified as operating leases. [Initial direct costs incurred in
negotiating an operating lease are added to the carrying amount of the rental receivables and
recognized over the lease term on the same basis as rental income. Contingent rents are
recognized as revenue in the period in which they are earned.

Emplovee Benefits

Retirement Benefits

The net defined benefit liability or assel is the aggregate of the present value of defined benefit
obligation at the end of the reporting period reduced by the fair value of plan assets (if any),
adjusted for anv effect of limiting a net defined benefit asset to the asset ceiling. i '
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The cost of providing benefits under the defined benefit plan is actuarially determined using the
projected unit credit method.

Defined benefit costs comprise the following:

= service cosl,

* net interest on the net defined benefil Liability or asset, and
= remcasurements of the net defined benetlt liability or asset.

Service costs which include current service costs, past service costs and gains or losses on non-
routine settlements are recognized as expense in profit or loss. Past service costs are recognized
when plan amendment or curtailment occurs. These amounts are caleulated periodically by
independent qualified actuaries.

Net interest on the net defined benefit liability or asset is the change during the period in the net
defined benefit liability or asset that arises from the passage of time which is determined by
applying the discount rate based on government bonds to the net defined benefit liability or asset,
Met interest on the net defined benefit liability or asset is recognized as expense or income in
profit or loss,

Remeasurements comprising actuarial gains and losses, return on plan assets and any change in
the effect of the asset ceiling (excluding net interest on defined benefit liability) are recognized
immediately in OCI in the period in which they arise. Remeasurements arc not reclassified to
profit or loss in subsequent periods.

Plan assets are assets that are held by a long-term employee benefit fund or qualifying insurance
policies.  Plan assets are not available to the creditors of the Company, nor can they be paid
directly 1o the Company. Fair value of plan assets is based on market price information, When no
market price is available, the fair value of plan assets is estimated by discounting expected future
cash flows using a pre-tax discount rate that reflects both the risk associated with the plan assets
and the maturity or expected disposal date of those assets {or, il they have no maturity, the
expected period until the settlement of the related obligations). If the fair value of plan assets is
higher than the present value of defined benefit obligation, the measurement of the resulting
defined benefit asset is limited to the present value of economic benefits available in the form of
refunds from the plan or reductions in future contributions to the plan.

The Company’s right to be reimbursed of some or all of the expenditures required to settle a
defined benefit obligation is recognized as a separate asset at fair value when and only when
reimbursement is virtually certain.

Termination Benefits

Termination benefits are employee benefits provided in exchange for the termination of an
employee’s employment as a result of either an entity’s decision to terminate an employee’s
employment before the normal retirement date or an employee’s decision to accept an offer of
benefits in exchange for the termination of employment.

A lability and an expense for a termination benefit is recognized at the earlier of when the entity
can no longer withdraw the offer of the benefit and when the entity recognizes related
restructuring costs.  Initial recognition and subsequent changes to termination benefit are
measured in accordance with the nature of the employee benefil, as either post-employment
benefit, short-term employee benefit or other long-term employee benefit.  Benefits falling due
more than twelve months from the reporting date are discounted to their present values.
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Employee Leave Entitlement

Employee entitlements to annual leave arc recognized as a liability when they are accrued to the
employees. The undiscounted liability for leave expected to be settled wholly before twelve
months after the end of the annual reporting period is recognized for services rendered by
employees up to the end of the reporting period. The liability for leave expected to be settled
more than twelve months after the end of the annual reporting period is discounted to its present
value.

The Company’s financial statements are presented in Peso. Transactions in foreign currencies are
mnitially recorded by the Company using the functional currency spot rates at the date the
transactions first qualify for recognition.

Monetary assets and liabilitics denominated in foreign currencies are translated at the functional
currency spot rates of exchange at the reporting date. Differences arising on settlement or
translation of monetary items are recognized in profit or loss.

MNon-monetary items that are measured in terms of historical cost in a foreign currency are
translated using the exchange rates at the dates of the initial transactions. Non-monetary items
measured at fair value in a foreign currency are translated using the exchange rates at the date
when the fair value is determined. The gain or loss arising on translation of non-monetary items
measured at fair value is treated in line with the recognition of gain or loss on change in fair value
of the item (i.e, translation differences on items whose fair value gain or loss is recognized in OCI
or profit or loss are also recognized in OCI or profit or loss, respectively).

Income Tax

Crrrent Too

Current tax assets and liabilities for the current and prior periods are measured at the amount
expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used
to compute the amount are those that have been enacted or substantively enacted. at the reporting
date.

In the sale of condominium units resulting to recognition of installment contracts receivables full
recognition for income tax purposes is applied when more than 25% of the selling price has been
collected in the vear of sale. Otherwise, the installment method is applied.

Deferred Tax

Dreferred tax is provided on temporary differences at the balance sheet date between the tax bases
of assets and liabilities and their carrying amounts for financial reporting purposes, Deferred tax
liabilities are recognized for all taxable temporary differences, except: |

* where the deferred tax liability arises from the initial recognition of goodwill or of an asset or
liability in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting income nor taxable income or loss; and

* in respect of taxable temporary differences associated with investments in subsidiaries and
associates and interest in joint arrangements, where the timing of the reversal of the temporary
differences can be controlled and it is probable that the temporary differences will not reverse
in the foreseeable future.
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Deferred tax assets are recognized for all deductible temporary differences. carryforward benefits
of excess minimum corporate income tax (MCIT) over regular corporate income tax (RCIT) and
net operating loss carrvover (NOLCO), to the extent that it is probable that taxable income will be
available against which the deductible temporary differences, and the carrvforward benefits of
excess MCIT over RCIT and NOLCO can be utilized except:

* where the deferred tax asset relating to the deductible temporary difference arises from the
initial recognition of an asset or liability in a transaction that is not a business combination
and, at the time of the transaction. affects neither the accounting income nor taxable profit or
loss; and

* in respect of deductible temporary differences associated with investments in subsidiaries and
associates and interest in joint arrangements, deferred tax asscts are recognized only to the
extent that it is probable that the temporary differences will reverse in the foreseeable future
and taxable income will be available against which the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probable that sufficient taxable income will be available to allow all or
parl of the deferred tax assets to be wtilized. Unrecognized deferred tax assets are reassessed at
each reporting date and are recognized to the extent that it has become probable that future taxable
profit will allow the deferred tax assets to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the
year when the asset is realized or the liability is settled, based on tax rates {and tax laws) that have
been enacted or substantially enacted at each reporting date.

Deferred tax relating lo ilems recognized outside the statements of comprehensive income is
recognized outside the statements of comprehensive income. Deferred tax items are recognized in
correlation to the underlying transaction either in other comprehensive income or dircetly in
equity.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to
offset current lax assets against current tax liabilities and the deferred taxes relate 1o the same
taxable entity and the same tax authority.

VAT
Revenue, expenses, assets and liabilities are recognized net of the amount of VAT, except:

*  where the VAT incurred on a purchase of assets or services is not recoverable from the tax
authority, in which case the VAT is recognized as part of the cost of acquisition of the asset or
as part of the expense item as applicable; and

* receivables and payables that are stated with the amount of VAT included.

The net amount of VAT recoverable from, or payable to, the tax authority is included as part of
“Prepayments and other current assets™ or “Accounts payable and other current liabilities”
accounts, respectively, in the parent company statement of financial position.

Contingencies |

Contingent liabilities are not recognized in the parent company financial statements. Thev are
disclosed in the notes to parent company financial statements unless the possibility of an outflow
of resources embodying cconomic benefits is remote. Contingent assels are not recognized in the
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parent company financial statements but are disclosed in the notes to parent company financial
statement when an inflow of economic benefits is probable.

Lvents after the Reporting Date

Any post year-end event that provides additional information about the Company’s financial
position at the reporting date (adjusting event) is reflected in the parent company financial
statements, Post year-end events that are not adjusting events, if anv, are disclosed when material
to the parent company financial statements,

Sezment Reporting

For management purposes, an operating segment is a component of an entity:

a. that engages in business activities from which it may earn revenues and incur expenses
(including revenues and expenses relating to transactions with other components of the same
entity

b, with operating results regularly reviewed by the entity’s chiel operating decision maker to make
decisions about resources to be allocated to the segment and to assess its performance; and

¢. for which discrete financial information is available.

Significant Accounting Judgments, Estimates and Assumptions

The preparation of the parent company financial statements in accordance with PFRS requires
management to make judgments, estimales and assumptions that affect the amounts reported in the
parent company financial statements based on evaluation of relevant facts and circumstances at the
reporting date. Future events may oceur which can cause the assumptions used in arriving at those
Judgments and estimates to change, The effects of any changes will be reflected in the parent
company financial statements as they become reasonably determinable,

Judgments
In the process of applying the Company’s accounting policies, management has made the

following judgments, apart from those involving estimations, which have the most significant
glfect on the amounts recognized in the parent company financial statements:

Determmination of the Functional Currency

Based on the economic substance of the underlying circumstances relevant to the Company,
management determined its functional currency fo be the Peso. It is the currency that mainly
influences the revenues, and costs and expenses of the Company.

Assessing Control over Subsidiaries

The Parent Company or its subsidiaries makes an assessment whether or not it controls an investee
by considering all relevant facts and circumstances that indicates that the Parent Company or its
subsidiaries is exposed, or has rights, to variable returns from its involvement with the investee
and has the ability to affect those returns through its power over the investee.

The Parent Company has determined that it controls its subsidiaries (see Note 9).

Assessing Significant Influence over Associates

The Company determined that it exercises significant influence over all its associates by
considering, among others, its ownership interest (holding 20% or more than of the voting power
in the investee). representation on the board of directors and participation in policy-making
processes of the associates, and other contractual terms.
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Classification of Financial Insiruinents

The Company classifies a financial instrument, or its component, on initial recognition as a
financial asset, a financial liability or an equity instrument in accordance with the substance of the
contractual arrangement and the definitions of financial asset, financial liability and equity
instrument,  The substance of a financial instrument, rather than its legal form, governs its
¢classification in the parent company statement of financial position.

Financial assets are classified as financial assets at FVPL, HTM financial assets, loans and
receivables, and AFS financial assets. Financial liabilities, on the other hand, are classificd as
financial liabilities at FVPL and other financial liabilities. The Company determines the
classification at initial recognition and re-cvaluates the classification at every reporting date.

As of December 21, 2015 and 2014, the Company has financial instrument classified as financial
asset at FVPL, AFS financial assets, loans and receivables, and other financial liabilities as disclosed
in Note 26.

Distinction between Propervties Held For Sale, Investment Properties and Property and Equipment
The Company determines whether a property is to be classified as a property held for sale or an
investment property through the following:

* Properties held for sale comprise properties that are held for sale in the ordinary course of
business. These are condominium units that the Company acquired or developed and intends
to sell.

* Investment properties comprise land and buildings which are not oceupied, substantially for
use by, or in the operations of, nor for sale in the ordinary course of business of the Company,
but are held primarily to earn rental income or capital appreciation.

The Company determines whether a property gualifies as an investment property or an item of
property and equipment. In making its judgment, the Company considers whether the property
generates cash flows largely independent of the other assets held by the Company. Property and
equipment generate cash flows that are attributable not only to them but also to the other assets
used in the operations of the Company.

Some properties comprise a portion that is 1o earn rentals or for capital appreciation and another
portion that is held for use in the operation or for administrative purposes. If these portions cannot
be sold separately at the reporting date, the property is accounted for as an investment property
only if an insignificant portion is held for use in the operation or for administrative purposes.
Judgment is applied in determining whether ancillary services are so significant that a property
does not qualify as an investment property. The Company considers each property separately in
making its judgment.

The carrying values of properties held for sale, investment properties, and property and equipment
as of December 31, 2015 and 2014 are disclosed in Notes 7, 10 and 12,

Valuation of Investment Propertics

The Company carries its investment properties at fair value, with changes in fair value being
recognised in the statement of profit or loss. The Company’s financial controller and the managers
of each property determine the policies and procedures for the fair value measurement of the
investment properties. External valuers are involved in the valuation of investment propertics as
decided annually by the Company. The selection criteria for the external valuers include market
knowledge, reputation, independence and whether professional standards are maintained.

N



S04 .

At each reporting date, the Company analyvzes the movements in the values of investment
propertics which are required 1o be re-measured or re-assessed as per the Company’s accounting
policies.  For this analysis, the Company verifies the major inputs by agreeing the information in
the valuation computation 1o contracts and other relevant documents.

Based on the analysis performed by management, the Company has concluded that the Tair value
adjustment in 2014 is insignificant. In 2013, the management determined the fair value adjustment
to be significant and reflect the current economic condition. The key assumptions used to
determine the fair value of the properties and sensitivity analvses are provided in Note 10,

Impairment of Noufinancial Asseis

The Company assesses whether there are any indicators of impairment lor all nonfinancial assetls
atl every reporting date. Nonlinancial assets with indefinite life are tested for impairment annually
and at other times when an impairment indicator exists. (Mher nonfinancial assets are tested for
impairment when there are indicators that the carrving amounts may not be recoverable.

The factors that the Company considers important which could trigger an impairment review

nclude the following:

= significant underperformance relative 1o expected historical or projected Nuture operating
results;

»  zignificant changes in the manner of use of the acquired assets or the strategy for overall
business; and

» significant negative industry or economic trends.

As of December 31, 2015 and 2014, management assessed that there are no indications of
impairment [or the rest of the Company’s nonlinancial assets composed of properties held for sale,
prepayments and other current assets, investment and advances, investment propertics, and
property and equipment.

Impairment of AFS Egquity Financial Assets

The Company treats AFS equity financial assets as impaired when there has been a significant or
prolonged decline in the fair value below its cost or other objective evidence of impairment exists.
The determination of what is “significant” and “prolonged™ requires judgment. The Company
generally treats a decline of 20% or more of the original cost as “significant™ and a period greater
than six months as “prolonged”. In addition, the Company evaluates other factors including
normal volatility in share prices for quoted securities, Tuture cash Hows and discount factors [or
unguoted securities,

The carrying values of AF'S equity financial assets as of December 31. 2015 and 2014 are
disclosed in Note 11, DBased on management’s assessment, there has been no significant or
prolonged decling in fair value of AFS financial assets, thus, no impairment loss was recognized in
2015 and 2014,

Contingencies

The Company is currently involved in various legal proceedings. The estimates of the probable
costs for the resolution of these claims have been developed in consultation with the outside legal
counsel handling the defense in these matters and are based upon analyses of potential reports,
Based on management’s assessment, these proceedings will not have a material effect on the
Company’s financial position and performance (see Note 23). ;
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Classification of Leases as Operating Lease

a. Company as a Lessor
The Company owns parcels of land and a building located in Mandaluyveng City which are
leascd out to its subsidiaries, an affiliate, and third parties. The Company has determined,
based on an evaluation of the terms and conditions of the arrangements, such as the lease term
nol constituting a major part of the economic life of the commercial property and the fair
value of the asset, that it retains all the significant risks and rewards of ownership of these
properties and accounts for the contracts as operating leases, The carrving values of such
properties are disclosed i Note 10,

b Company as a Lessee
The Company’s office is located at the Mall which is being leased from Shangri-La Plaza
Corporation (SLPC), a subsidiary of the Company. It is determined that the risks and rewards
related 1o this office space arc retained by SLPC. As such, this lease agreement is accounted
for as an operating lease.

Estimates and Assumptions

The key assumptions concerning the [ulure and other key sources of estimation uncertainty at the
reporting date that may have a significant risk ol causing material adjustments to the carrving
amounts of assets and labilities arc as follows;

Valuation of Financial Instriments

Financial instruments carried at fair value require the use of accounting estimates. While
significant components of fair value measurement are determined wusing verifiable objective
evidence, it would differ if the Company will utilize a different valuation methodology.  Any
changes i the fair value of financial instruments will affect profit or loss or equity,

The fair values of financial instruments on initial recognition are normally the transaction prices.
These prices are indicative of actual and regularly cccwrring market transactions in an arm’s length
basis.

The fair values of the Company’s financial asscts at FVPL and AFS [linancial assets traded in
active markets are based on quoted market prices at the reporting date. The quoted market prices
used for Nnancial assets held are the current bid prices. The fair values of the other financial
instruments are estimated by discounting the future contractual cash flows at the current market
interest rates that are available to the Company at the reporting date for similar financial
instruments.

The fair values, which approximate the carrving values of the Company’s financial instruments as
of December 31, 2015 and 2014 are disclosed in Mote 25, The [air value measurement hierarchy
of the Company’s financial instruments is disclosed in Note 25.

Exiimation of Allowance for Impairment of Receivables

The Company maintains an allowance for impairment of receivables at a level considered
adequate to provide for potentially uncollectible receivables, The level of this allowance is
evaluated by management on the basis of the factors that affect the collectibility of the accounts.
These factors include, but are not limited 1o, the length of the Company®s relationship with the
customer, the customer’s payment behavior and known market factors. The Company reviews the
age and status of receivables, and identifies accounts that are to be provided with allowance on a
continuous basis.
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Bad debts recognized in 20135 and 2014, the carrving values of the Company’s receivable and
allowance [or imparment of receivables as of December 31, 2015 and 2014 are disclosed in
Note 6.

Lstimation of NRV

Properties held for sale are carried at the fower of cost and NRV. NRV in respect of condominium
units is assessed by reference to market prices at the reporting date for similarly completed
property less estimated costs necessary to make the sale.

There were no provision for inventory write-down in 2015 and 2014, As of December 31, 2015
and 2014, canying values of Company’s properties held for sale are disclosed in Note 7.

Derermination of Falr Values of Invesiment Properties

The fair values of investment propertics are detecrmined by independent real estate valuation experts
using recognized valuation techniques, In some cases, [air values are determined based on recent
real estate transactions with similar characteristics and in the location of those of the Company’s
assets. In the absence of such information, the Company determines the amount within a range of
reasonable fair value estimates. [n making its judgment, the Company considers information from a
variely of sources incleding;

a4, current prices in an active markel for properlies of different nature, condition or location
(or subject to different lease or other contracts), adjusted to reflect those differences;

b, recent prices of similar properties in less active markets, with adjustments to reflect any changes
in economic conditions since the date of the transactions that occwred at those prices; and

¢, stabilized net operating income based on reliable estimates of future cash flows, derived from
the terms of any existing lease and other contracts and {(where possible) from external evidence
such as current market rents for similar properties in the same location and condition, and using
pre-tax discount rates that reflect current market assessments of the uncertainty in the amounts
and timing of the cash flows.

The significant method and assumptions used by the appraisers in estimating fair values of
investment properties are set out in Note 10, The fair values, which are also the values of
investment properties as of December 31, 2015 and 2014, are disclosed in Note 10,

EUL of Property and Equipment

The Company estimates the EUL of property and equipment based on the internal technical
evaluation and ¢xperience with similar assets.  EUL of property and equipment are reviewed
periodically and updated it expectations differ from previcus estimates due to physical wear and
tear, technical and commercial obsolescence and other limits on the use of property and
equipment. There were no changes in the EULS in 2005 and 2014, As of December 31, 2015 and
2014, the carrying values of property and equipment are disclosed in Note 12,

Estimation of Retivement Benefir Costs

The cost of defined benefit plan as well as the present value of defined benefit obligation is
determined using actuarial valuations. Actuarial valuations involve making various assumptions.
These include the determination of the discount rates, future salary increases, mortality rates and
future retirement increases. Due to the complexity of the valuations, the underlying assumptions
and the long-term nature, defined benefit obligation is highly sensitive o changes in the
assumptions. All assumptions are reviewed at cach reporting date. The retirement liabilities as of
December 31, 2015 and 2014 are disclosed in Note 20,
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In detenmining the appropriate discount rate, management considers the mterest rates of
government bonds that are denominated 1n the currency in which the benefits will be paid, with
extrapolated maturities corresponding to the expected duration of the delined benefit obligation.

The mortality rate is based on publicly available mortality tables and 15 modified accordingly with
estimates of martality improvements, Future salary inereases and relirement increases are based on
expected future inflation rates,

Further details about the assumptions used are provided in Note 20,

Realizability of Deferved Toor Assets

The Company reviews the carrving amounts of deferred tax assets at cach reporting date and
reduces them to the extent that it is no longer probable that sufticient future taxable profits will be
available to allow all or part of the deferred tax assets 1o be utilized. The Company expects to
generate sufficient future taxable profits to allow all of its recognized deferred tax assets to he
utihized,  Deferred tax assels recognized as of December 31, 2015 and 2014 are disclosed in
Mote 21. The unrecognized deferred tax assets of the Company are disclosed in Note 21.

Cash and Cash Equivalents

This account consists of)

_________ - 2015 2014
Cash on hand and in banks B28,591,017 B25.098 217
Cash egquivalents 1,183,208,744 400,581 661

£1,211,799.761 B425,679.878

Cash in banks earns interest at the prevailing bank deposit rates. Cash equivalents are made for
varying periods of between one day and three months, depending on the immediate cash
requirements of the Company, and earn interest at the respective short-term deposit rates. Short
term investments, which have an average maturity of 30 days, earn interest ranging from 1.75% to
2.25% in 2015 and 1.75% to 2.00% in 2014,

Total interest income earned amounted to BE.542,619 in 2015 and B2,706,786 in 2014,

Az of December 31, the Company’s cash and cash equivalents include United States Dollar (US$)
and Hong Kong Dollar (HK3) deposits with local banks as follows:

U5 Dollar HK Dollar
2015 2014 2015 2014
Foreign currency $257,685 §185,731 §53,401 553,401
Peso equivalent £12,126.636 8,305,800 £325,212 BIOT.056
Closing exchange rate per dollar as
of December 31 B47.06 Ba44.72 B6.0Y B575

Unrealized foreign exchange gain charged to profit or loss amounted 1o B743,818 and P486,151 in
2015 and 2014, respectively,
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Financial Assets at FVPL

Financial assets at FVPL represent shares of stock of various publicly listed companies as of
December 31, 20013 and 2014,

The movements in this account are as follows:

2015 2014
Beginning balance B3 426,453 Bl1,356,419
Fair value adjustment 816,087 2,070,034
Ending balance ) #4,242,540) B1,426.453
Receivables
This account consists of;
2015 2014
Trade:
Rent (Note 22) B39.395,974 B37 874,961
Installment contracts receivable = 2364500
MNontrade:
Related parties (Notes 22) TO0,217,337 D15 085215
Interest (Note 4) 1,891,988 217,336
Advances to officers and employees 544,003 499 283
Others 2,316,966 2,436,923
334,360,268 954 378,238
Allowance for impairment losses (3,114,405) {3,114 405}

BR31,251 863 BY56,263,833

Rent receivables are noninterest-bearing and pertain to rental fees charged to the Company’s
subsidiaries, an affiliate and third parties for the use of commercial and carpark spaces. The
normal ¢redit terms range [rom 30 to 60 days.

Installment  contracts reccivable represent noninterest-bearing receivables from sale of
condominium units with average term of one vear or less,

The terms, balances and transactions with related parties are disclosed in Note 22,
Advances to officers and employees are normally settled in the next financial vear.
Others consist of receivables with various insignificant amounts,

The movements of the allowance for impairment losses in 2015 and 2014 are as ﬁ:ii]ows:

2015 2014
Beginning balance 3,114,405 B2, 132,043
Provision for impairment loss (Note 18) - 082,302

Ending halance B3,114.,405 3,114,405
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7. Properties Held for Sale
Propertics held for sale consists of condominium units. The movements in propertics held for sale
is set out below:
2015 2014
Beginning balance B78,157.835 BTE.385.335
Recognized cost of condeminium units (28,372,373) (227.500)
Lnding balance __ $49,785,462 B7E 157,835
Properties held for sale are stated at cost as of December 31, 2015 and 2014. There is no
allowance for inventory write down as of December 31, 2015 and 2014,
8. Prepayments and Other Current Assets
This account consists of:
2015 2014
CWT P1385,815,199 Bl113,358,858
Prepaid expenses 1.586,773 1,389,363
Dieferred input VAT 254,369 463271
P140,656,341  B115211,492
CWT is the tax withheld by the withholding agents from payments to the Company which ean be
applied against the income tax payable.
Prepaid expenses pertain to membership fees and dues, subscriptions, insurance, systems license
and maintenance which are normally utilized within the next financial vear.
Deferred input VAT pertains to the VAT on the purchase of property and equipment that is
amortized for 5 vears,
9. Investments and Advances

This account consists of’

2015 2014

Cost:
Preferred shares 917,761,304 BO17 761,304
Common shares 0,275,836,219 6,275.836,218
7,193,597,523 7,193,597 522
Deposits for future stock subscription 4,836,625.026 5,293 342 789

£12,030,222.549 P12.486,939,81 ]
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As of December 31, 2015 and 2014, the Company’s subsidiarics, joint venture and associates and
the related percentages of ownerships are as follows:

Effective Percentages of Ownership

) 2015 2014
FProperty Development;
shang Properties Really Corporation (SPRC) 100.00%% 100.00%
Shang Property Developers, Inc. (SPDI 100,00 % 100.00%,
The Rise Development Corporation, Ine. (TRDCI)* 100,054 1040 ()
Shang Global City Properties, Inc. (SGUPI** B0 % B0.00%
Leasing:
SPI Parking Services, Inc. {SPSI) 1000 %, 00.00%
Shangri-la Plaza Corporation (SLPC) L0 %5 100.00%
KSA Realty Corporation (KSA) 52.90% 52.90%
Reul Estate:
bvory Post Propertics, Inc, (TPPI) 100,05 L. 00%,
IKPPI Realty Corporation (KRC) 100.00% 100.00%
Martin B. Propertics, Inc, (MBFT) 1000, 1 00_00%
Mew Contour Realty, Inc. (NCRI) 10,00 %5 100.00%
Perlect Sites, [ne. (PSI) 100.00% 100.00%%
shang Fort Bonifacio Holdings, Inc. (SFBHI) 100.00% 100.00%
Shang Global City Holdings, Inc, (SGCHI) 100.00% 100.00%
Sky Leisure Properties, Inc. {(SLPI)®== S0.00% S0.00%
[deal Sites and Properties, Inc, (ISPD) 40 %% 40,008
Property Management:
KPPI Management Services Corporation
(EMSC) T0L00Y 100.00%%
Shang Property Management Services, Inc,
(SPMSI) 100.00% 100.00%%
Oihers:
Gipsey, Led. (Gipsey, a BVI Company) 100.00% 100.00%,
Silver Hero Investments Limited
{SHIL, a BVI Company)**** 100.00% 100.00%
EPHI Logistics Haoldings, Inc. (ELHI) 60,00 % B0.00%

* Chened throwgh KRC

EES0 A owred rrongh SGUHT and 0.6% own through SFEHT
= Chned throngh FST

42 Owned throwgh Gipeey.

Except for Gipsey and SHIL, which were incorporated in the British Virgin Islands and uses Hong
Kong dollars (HKD) as its functional currency, all the other subsidiaries were incorporated in the
Philippines which uses Peso as their [unctional currency.
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10, lnvestment Propertics

This account consists of:

2015
Land Building Total
Beginning balances B7,981,000,000 P505,270,219  P8,486,270,219
Gain (loss) on fair value
adjustment 518,659,000 {6.761,871) 521,897,129
Additions through subsequent
expenditures - 3,738,460 3,738,466
Ending balances . B§,509,659,000 £502.246,814  $9,011,905,814
2014
Land Building Total
Beginning balances BT 981,000,000 BA497 350426 PBEATE 330426
Additions through subsequent '
expenditures - 7,919,793 7,919,793
Ending balances BT 981,000,000 B305,270.219 B3,486,270,219

The Company’s mvestment properties consist of parcels of land, carpark building and
condominium spaces in Mandaluyong City, Management determined that the investment
properties are classilied as commercial properties based on the nature, characteristics and risks of
gach property,

As ol December 31, 2015 and 2014, the fair values of the land and carpark building are based on
valuations performed by Royal Asia Appraisal Corporation, a SEC accredited independent valuer.
The valuation models are in accordance with that recommended by the International Valuation
Standards Commuittee. The fair value of the condominium units, as measured in the parent
company’s financial statements, is based on internal appraisals rather than on a valuation by an
independent valuer who holds a recognized and relevant professional qualification and has recent
cxperience in the location and category of the investment property being valued.

The Company has no restrictions on the realizability ol its investment properties and no
contractual obligations to purchase, construet or develop investment properties or for repairs,
maintenance and enhancements,

The fair value measurements for investment properties have been categorized as Level 2 for
parcels of land and condominium units and Level 3 carpark building. The current use of these
properties 15 their highest and best use.

The fair value of the Company’s land and condominium units are determined using the market
comparison method. Under the market comparison methed {or market comparison approach), a
property’s fair value is estimated based on comparable transactions. The market comparison
approach is based upon the principle of substitution under which a potential buyer will not pay
more for the property than it will cost to buy a comparable substitute property, In theory, the best
comparable sale would be an exact duplicate of the subject property and would indicate, by the
known selling price of the duplicate. the price for which the subject property could be gold. 1he
unit of comparison applied by the Company is the price per square meter (sqm). The market
comparison approach is often used in combination with either DCF or the income capitalization
method as many inputs 1o these methods are based on markel comparison,
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The following presents the valuation techniques and unobservable key inputs used to value the
Company’s investment properties categorized as Level 3,

Lnobservable

Inputs Relationship of
Fair Value as of {probability - Unobservable
December 31, Valuation Unobscreable wigighted Inputs to Fair
Class of Praperty 2015 Technigue  Inputs averaze) WValue
Carpark building B452 307,000 Cost Approach Reproduction  ¥22,000 per The higher the
- Modified  costoper square  sguare meter reproduction cost,
Chuantity meter the higher the fair
Survey Method o _ walue
Depreciation 28 The higher 1he
rale depreciation rate,
the lower the fair
..... = = "-'i‘JII.Ec .

The cost approach considers the possibility that, as an alternative to the purchase of a given
property, one could acquire a modern equivalent asset that would provide equal utility. In a real
estate context, this would involve the cost of acquiring cquivalent land and constructing an
equivalent new structure. Unless undue time, inconvenience, and risk are involved, the price that a
buyer would pay for the asset being valued will be less attractive than the cost of the modemn
equivalent because of age or obsolescence. A depreciation adjustment is required to the
replacement cost to reflect this. Modified quantity survey method requires an analvsis of the
improvements by breaking it down into major components such as foundation, columns, beams,
flooring, walls, roofing, etc. using workable units as linear meter, square meter, cubic meter or
other appropriate basic unit.

The following are the significant unobservable inputs:

= Heproduction Cost
Bills of quantities for each building component using the appropriate basic unit and related the
unit cost for each component developed on the basis of current costs of materials, labor, plant
and cquipment prevailing in the locality to arrive at the direct cost of the building. Indirect cosis
such a contractor’s profits, overhead, taxes, fees and other related expenses are then added to
arrive at the reproduction cost new of the improvement.

= Depreciation Rate
Adjustments to reflect depreciation resulting from physical deterioration, functional — and
gconomic obsolescence based on personal inspection of the improvement, and a comparison
with similar new properties,

Rental revenue recognized for investment properties and direct operating expenses incurred for the
leasing operations in 2015 and 2014 are as [ollows:

2015 2014
Rental revenue B212.740,086 B211,185,918
Direct aperating expenses {16,498,952) (16,854,994,
P'rofit arising from investment propertics
~carried at fair value £196,241,134 ! B194.330.924

[irect operating expenses include real property taxes and expenses related to.carpark operation.

There are no restrictions on the Company’s title on investment properties nor are they pledged as
security for liabilities,
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Available-for-Sale Financial Assets

This account consizis of;

2015 2014

Al cost — unguoted 79,274,352 B79,274,352
At fair value - quoted

Acguisition cost 9,121,515 9.121,515

Cumulative changes in fair value 6,925,000 4,875,000

16,046,515 13,996,515

$95,320,807 B93,270,867

Unquoted equity securities include unlisted shares of stock which the Company will continue to
carry as part of its investment. The fair value of these investments cannot be reliably determined,
thus, they are carried at cost less allowance for impairment, if any,

The quoted equity sceuritics consist of investments in various golf club shares and stocks. These
are carried at fair values with cumulative changes in fair values presented as part of “Other
components of equity™. The fair values of these shares are based on the quoted market prices as of
the reporting date.

Management intends to dispose the quoted and unquoted equity shares through sale, as the need
arises.  The movement in the cumulative changes in fair value of AFS financial assets is as follows:

2015 2014
Beginning balance B4.875,000 24,375,000
Increase in fair value 2,050,000 500,000
Ending balance o P6,925,000 24,875,000
12. Property and Equipment
This account consists of;
2015 .
Furniture,
Fixtures and
Buoilding Leasehold Transportation | Dth_er
Improvements  Improvements Equipment Equipment Total
Cost
Beginning balances B37.913,826 B13,676,483 B25,022.052 BI8.776,736  B105389.997
Additions 115,626 - 3,230.284 1.684,205 5,039,115
Disposals - - (2.605,356) - (2,605,356)
Ending balances 35029452 13,676,483 15,656,880 30,460,941 107,823.756
Accumulated Depreciation
and Amortization
Beginning balances 6,247,080 13,676,483 22,002,360 22,886,044 64,511,967
Diepreciation 5,265,161 - 2,543,473 2,746,794 0,555,428
Disposals = = (2.605,356) & {2,605,356)
Ending balances 11,512,241 13,676,483 11,940,477 15,632,838 72,762,039
Met Book Values B26.,517.211 - P3,716,403 Bd. 528,103 B35.061,717
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2014
Furniture.
Fixtures and
Building Leaschold  Transportation Other
Improvements  lmprovements Equipment Equipment Total
Cost
Beginning balances B37, 100,077 P13.676,483 BI5022.932  B24221168  FIO0,020.680
Additions £13,749 — - 4,555,568 5369317
LEnding balances 37913826 13,676,483 25,022 952 28,776,736 105,189,997
Accumulated Depreciation
and Amortization
Beginning balarces 3,464 430 13,676,483 18,122,141 19,932 357 55,195,411
Drepreciation 2,782,650 - 31,880,210 2953 687 B616,550
Ending balances 6,247,080 13,676,483 23,003 340 22 886,044 64 811,967
Net Book Values 31,666,746 P— F3,020,592 P3,A90.002 #40.378.030

Costs of fully depreciated property and equipment that are still being used in operations amounted
to $44,192,250 and P42,325,632 as of December 31, 2015 and 2014, respectively. There are no
restrictions on the Company’s title on the property and equipment and there are no property and
equipment pledged as sccurity for liabilities.

. Accounts Payable and Other Current Liabilities

2015 2014
Trade:;
Accounts pavable P16,324,016 B23.053.914
Payable to contractors and suppliers 44,347,825 44,347,825
Accrued interest (Note 14) 16,480,192 26,238 384
Accrued expenses 25,221,217 26,247,763
MNontrade:
Payables to related parties (Note 22) 321,058,818 341,822,116
Output VAT 2,261,340 2624 656
Withholding taxes 1,850,597 2307357
Others 1,247,670 839,554
B428,791,675 B667,501,569

-

Accounts payable and accrued expenses are noninterest-bearing and are normally settled within 30
to 60 days and within the next financial year, respectively.

Payable to contractors and suppliers represents progress billings from various contractors for the
material and labor costs incurred to date with normal credit terms of 30 to 60 days, but may go
bevond as agreed.

The terms, conditions, outstanding balances and volume of related party transactions are disclosed
in Note 22,

Output VAT represents tax due and payable afler deducting the corresponding input VAT,
Withholding taxes payable are expected to be settled within the next financial vear.

Other current liabilities pertain mainly to accrued employee sick leaves and various immarerial
account balances.

There were no derecognized long outstanding liabilities in 2015 and 2014,
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14. Long-term Loan

The ¢current and nongurrent portions of this account as of December 21 and its movements during
the year are as follows;

2015 2014
Beginning principal balance B5.095,833,333  $4.779,160,667
Proceeds from loan availment = 00,000,000
Principal payments during the vear (1.895,833,333) (583,333,334
Ending principal balance 3.200,000,000 5,095,833,333
Less current portion 133,333,333 383,333,333
Noncurrent portion P3.066,666,667  P4.512.500,000

On July 34, 2012, the Company obtained a ten-year loan facility from a local bank amounting to
B5.000,000,000 with interest based on the higher between the three-month Treasury Bill rate as
published in the PDST-R2 plus a spread of 0.73% per annum and the BSFP overnight borrowing
rate. The Company has a one-time option to convert to a fixed rate. The loan is payable in 24
equal quarterly installments commencing on the 17th guarter from the initial borrowing date. it is
secured by a ‘negative pledge’ on all present and future assets of the Company and is subject to a
debt service coverage ratio of 3:1 which was complied with by the Company, Total drawdown
from the facility amounted to B3,200,000,000 as of December 31, 2015,

On February 12, 2008, the Company obtained an unsceured ten-year term loan facility from two
local banks amecunting to #3,500,000,000 with intercst based on the higher between the
PDST-R2 rate plus 0.75% per annum and the BSP overnight borrowing rate. The loan is payable
in 24 equal quarterly installments commencing on the 17th quarter from the initial borrowing date
and is subject to a debt-to-cquity ratio of 3:1 which was complied with by the Company. The
Company has Tully drawn the facility as ol December 31, 2009 The loan has been repaid in full in
2015,

Repavment Schedule
The repayments of long-term debt are scheduled as follows:

Year Amount
2016 P133,333,333
2017 333,333,353
2018 233333333
2019 333,333 333
2020 533,333,333
2021 533,333,333
2022 400,000,002

B3.200,000,000

Interest expense arising from the above loans charged to profit or loss amounted to B155,424,521
and 186,162,235 in 2015 and 2014, respectively.
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15, Treasury Shares
There are 2,140,645 shares amounting to B6,850,064 that are in the treasury as of
December 31, 2015 and 2014, There are no movements in the Company’s treasury shares in 2015
and 2014.
16. Retained Earnings
Under the Corporation Code of the Philippines (Code). stock corporations are prohibited from
retaining surplus profits in excess of 100% of the paid-up capital, except under certain conditions
as provided in the Code. As of December 31, 2015 and 2014, the retained earnings of the
Company are in excess of the paid-up capital by B50883509,213 and B2,373,561,423,
respectively, Retained earnings not available for dividend declaration pertains to the gain on fair
value adjustment of investment properties not vet realized.
The Company is annually declaring dividends in compliance with SEC Memorandum Circular
Mo. [l Series of Z00E. The retained eamings available for dividend declaration as of
December 31, 2015 and 2014 amounted to P4,123,597,456 and B1,774,548 917, respectively.
The Parent Company’s Board approved the declaration of the following cash dividends for the
vears ended December 31:
Date of Declaration Record Date Total Per Share
2015
March 27 April 15 P404,763,059 B0.085
August 18 September 3 333,334,596 0.070
B = P738,007,655 P0.155
2014
February 19 March 17 P333.484.129 20070
August 14 August 29 309,375,117 0.065
Po42 859,246 P0.135
As of December 31, 2015 and 2014, unpaid dividends amounted to P28,464,861 and B24,204.914,
respectively.
17, Stalf Costs

This account consists oft

2015 2014
Salaries and wages B56,072,450 P51,490,321
Employee benefits 5,892,372 5,486,754
Retirement benefit costs (Note 20) 8,158,277 6,333 446
Others 1,934,937 1,750,509

P72,058,036 £65,067,030
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18, General and Administrative Expenses

2015 2014
Professional fees and outside services 23,732,878 P20,511,915
Carpark expense 7,043,339 7,673,650
Rent (MNote 22) 3,772,523 3,592,934
Transportation and travel 2,779,338 2,336,024
Repairs and maintenance 2,417,149 2,150,840
Telephone and communication 2,245,779 2171372
Janitorial, security and other services 2,212,673 2,166,751
Utilities 2,173,214 1,750,856
Membership fees and dues 2.081,310 2.029.506
Condominium dues (Note 22) 1,549,020 2445 042
Supplies 1,400,577 1,399,854
Entertainment, amusement and recreation TT7.053 740,564
Insurance 407,631 284,802
Reproduction charges 281,121 236,159
Provision for impairment loss (Note &) - 982,362
Others 1,266,410 1,858,748
P54,746,615 B32,331,415

Taxes and Licenses

Taxes and licenses pertain to payment for business taxes, permits, real property taxes and other taxes
incurred by the Company as of December 31, 2015 and 2014 amounted to B14,191,498 and

P38.,598,714, respectively.

19, Other Income

2015 2014

Foreign exchange gain (Note 4) PT43,818 B486,151
Crain on sale of property and equipment (MNote 12) 600,786 =
Banner income 210,000 -
Income from default payment 117,658 258 110
B1,672,262 B744.261

20. Retirement Benefits

The Company has a funded, noncontributory defined benefit plan, providing death, disability and
retirement benelits for all of its regular employees. Under the plan, the normal retirement age is
60 vears old and completion of at least five vears of service. Normal retirement benefit consists of
a lump sum benefit equivalent to 100% of the employee’s final pay for every year of service.

The funds are administered by a trustee bank under the supervision of the Company’s Treasury
Department (Treasury). The Treasury is responsible for investment of the assets. Tt defines the
investment strategy as often as necessary, at least annually, especially in the case of significant
market developments or changes to the structure of the plan participants.  When defining the
investment strategy, it takes into account the plan’s objectives, benefit obligations and risk
capacity. The investment strategy is defined in the form of a long-term target structure (investment
policy).
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Under the existing regulatory framework, Republic Act (RA) 7641 requires a provision for
retirement pay to qualificd private sector employees in the absence of any retirement plan in the
entity, provided however that the employee’s retirement benefits under any collective bargaining
and other agreements shall not be less than those provided under the law. The law does not
require minimum funding of the plan. The Company is compliant with this regulatory framework,

Retirement benefit costs recognized in the parent company statement of comprehensive income as
part of “Staft costs™ consist of the following:

2015 2014
Current service cost B7.705,500 BO. 467 400
Met interest cost
Interest on defined benefit obligation 3,108,670 2,426,740
__Interest from fair value of plan assets (2.655,893) (2,560,604
EﬁEISS,ZTT B6,333,440

The components of remeasurements, before tax effect, in the statements of comprehensive income
are as follows:

2015 2014
Actuarial loss {gain) in defined benefit obligation (¥1,845,484) B6,640,540
Return on plan assets 1,389,585 5,511,404
Change in the effect of asset ceiling (3,018,101

(P455,899) 9,133 843

The retirement liabilities (retirement assets) recognized in the statement of financial position were
determined as follows:

2015 2014
Present value of defined benefit obligations B66,446,280 B70,015,100
Fair value of plan assets (71,300,162) (59,817,399

(P4,853,882)  P10,197,701

The movements in the present value of defined benelit obligations are as follows:

2015 2014

Beginning balance B70.015,100 B57.866,901
Current service cost 7,705,500 6,467 400
Interest cost 3,108,670 2,426,740
Actuarial loss {gain) arising from:

Changes in financial assumptions (5.963,294) 3,455,700

Experience adjustments 4,117,810 3. 180,840
Benefits paid (12,537.5006) (3,386,481
Ending balance Poo6,446,280 BT0015,100
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The movements in the fair value of plan assets are as follows:

2015 2014
Beginning balance B39.817,399 P62.768.109
[nterest income 2,655,893 2,560,694
Expected return on plan assets (1,389,58%) (5,511,404
Contributions paid ~ 10,216,455
Ending balance " B71,300,162 P39,817,399

The fair value of the Company’s plan assets by each class as of the end of the reporting period are
as follow:

2015 2014

Cash in banks £24,9606,307 B20,945,528
Investments in debl instruments:

Treasury notes and bonds 42,804,377 35,910,809

Corporate notes and bonds 3,529,478 2,961,062

P71.300,162 B35,817,399

The significant portion of the debt instruments held have quoted prices in an active market, The
remaining plan assets do not have quoted market prices in an active market. The plan assets are
highly concentrated in treasury notes and bonds but have no credit risk since these are government
obligations.

The principal actuarial assumptions used are as follows:

2015 2014
Future salary increase rate 4.00% 5.00%
Discount rate 4.80% 4.44%

Meortality rate is based on the 1994 Group Annuity Mortality (GAM) Table for both 2015 and 201 4.

The discount rates used is a single weighted average rate based on bootstrapped Philippine Dealing
System Treasury Reference Rates (PDST-R2) at various tenors as of December 31. Rates for
intermediate durations were interpolated. The rates were then weighted by the expected benefit
payments at those durations to arrive at the single weighted average discount rate. The turnover rate
represents the proportion of current plan members who will resign from service prior to their
retirement date and hence be entitled to resignation benefits instead of retirement benelits.

There were no changes from the previous period in the methods and assumptions used in preparing
sensitivity analysis.
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The sensitivity analysis below has been determined based on reasonably possible changes of each
significant assumption on the defined benefit obligation as of the end of the reporting period.
assuming all other assumptions were held constant:

Significant Assumptions : 2015 2014
Discount rate
Increase of 1% P62,425,143 BAS415,200
Actual 60,446,280 T0015,100
Decrease of 1% 71,006,913 75,270,900
Future salary increase rate
Increase of 1% 70,652,256 74,833,100
Actual 66,446,280 TO015,100
Decrease of 1% 62,071,692 635,713,600

The management performed an Asset-Liability Matching Study (ALM) annually,  The overall
nvestment policy and strategy of the Company’s defined benefit plan is guided by the objective of
achieving an investment return which, together with contributions. ensures that there will be
sufficient assets to pay retirement benefits as they [all due while also mitigating the various risks
of the plan. The Company’s current strategic investment strategy consists of 60% treasury
investments, 5% corporate investiments and 35% cash.

The Company expects to contribute 9,788,314 1o the defined benefit plan in 2016,

The average duration of the defined benefit abligation as of December 31, 2015 and 2014 is
|3 yvears and 14 years, respectively.

Shown below is the maturity analysis of the undiscounied benefit payments as of
December 31:

Plan Year 2015 2014
Less than one year B19,778,364 PE53.244
More than one vear to five years 10,247,229 19,827,969
More than five vears to 10 vears 51,729,811 47,124,190
More than 10 years to 15 vears 44,662,689 41,147.564
More than 15 vears to 20 years 30,859,153 31,343,981
Maore than 20 years 47,917,590 67,777,628

21, Income Taxes

4. The details of provision for (benefit from) income taxes for the vears ended December 31 are as

follows:
2015 2014
Current:
MCTT £4,710,899 B4.051,127
Final tax on interest income 1,707,720 539,023
0,418,619 4,591,050
Deferred 152,422,804 (8,009,950)

P158,841,423  (P3,318.900)
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The details of net deferred tax habilities as of December 31 are as follows:

2015 2014
Deferred tax assets:
Accrued staff costs and expense accruals
nol subjected 1o withholding tax ¥20,364,063 B23.017,681
Excess MCIT over RCIT 0,455,079 4,745,080
Unamortized funded past service cost 5,072,352 L,586,604
___Allowance for impairment 434,322 934,322
35,820,710 30,283,687
Deferred tax liabilities:
Unrealized gain on cumulative fair value
adjustments of:
Investment properties 2, 765,175,571 2508606432
AFS financial assets 2.077.500 1,462 500
Retirement ascets 1,456,165 =
Unrealized foreign exchange gain 223,145 145,840
. 2,768,932,381 2,610,214,778
Net deferred tax liabilitics B2,733,105,665  $2,579,931,091

The unrecognized carryforward benefit of NOLCO which can be elaimed as deduction against
future taxable income will expire in the years indicated below:

Year Available
Incurred Beginning Incurred Expired Ending Until
2014 B122.733 809 B P— £122,713,309 2017
2015 - 72,882,120 - 72,882,120 2018
P122.733.809 P72.882.120 P~ P195.615,029 —

The carryforward benefit of MCIT which can be claimed as tax credit against regular income tax
will expire in the years indicated below:

Year Available
Incurred Beginning Incurred Expired Ending Until
2013 B663,953 B P693,553 2016
2014 4,051,127 = 4,051,127 2017
2015 4,710,899 - 4,710,859 2018
P4,745,080  P4.710,899 tee RO O )

The reconciliations of provision for income laxes al the statutory income tax rate to provision
for income taxes in the profit or loss for the vears ended December 31 are as follows:

215 2014
Provision for income tax at statutory income
tax rate P1,083,500.060 B330,055,518
Adjustments for the income tax effect of:
Dividend income (945,124,641) (370,475,800
Interest income subjected to final tax (855,066} {272,113
Change in unrecognized deferred tax assets 21,864,036 38,668,500

{Forward)
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2015 2014
Gain on fair value adjustment ol hnancial
assels al FYPL (2244.820) (P621,010)
Other nontaxable ncome, net of
nondeductible expenses o (364,340) (774.393)
Provision for (benefit from) income tax in
profit or loss ?lqﬂ 541,823 (B3, 4185900

[.  The following are the deferred taxes directly recognized in equity:

2015 2014
Gain on fair value change of AFS financial assets Fols, 000 B120,000
Eemeasurement gain (loss) on defined benefit plan 136,770 (2,740,153)
Provision for (henefil from) income tax £751,770 {Fﬂj?ﬂ,liﬁi}_

22, Related Party Transactions and Balances

Enterprises and individuals that directly, or indirectly through one or more miermediaries, control or
are controlled by or under common control with the Company, including holding companies,
subsidiaries and fellow subsidiaries, are related partics of the Company. Associates and individuals
owning, directly or indirectly, an interest in the voting power of the Company that gives them
significant influence over the enterprise, key management personnel, including directors and officers
of the Company and close members of the family of these individuals, and companies associated
with these individuals also constitute related parties.  In considering cach possible related entity
relationship, attention is directed to the substance of the relationship and not merely the legal form.

The following are the transactions with subsidiaries:

a. A portion of the Company’s land where the main wing of the mall is located is being leased o
SLPC for a period of 25 years from Januvary 6, 1993, Rental revenue is calculated at 10% of
SLPC’s annual rental revenue from mall operations plus a certain percentage of the carpark’s
net income.

b. On January 16, 2002, SPSI entered into an agreement with the Company and SLPC. Under
the agreement, SPS1 is granted limited usufructuary rights over the parking spaces of the
Company and SLPC for a consideration equivalent to 94% of the SPSI's gross revenue less
direct and indirect expenses relating (o the Company’s parking facilities. The agreement is
effective until December 31, 2002 and shall be renewed automatically on a vearly basis.

¢, On January 1, 2001, the Company entered into a cost sharing agreement with its related parties
for the services rendered by the officers of the Company to them. :

d. The Company eams dividends from its subsidiaries.
e. The Company leases its office space from SLPC for a period of three vears that ended on
May 16, 2013 and was cxtended for another three years that will end on May 16, 2016, The

Company agrees to pay SLPC for a fixed monthly rental amounting 1o P352.80 per square meter
with an annual escalation of 5%.
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In 2013, the Company and SPRC entered into a Deed of Absolute Sale for the sale of a parcel of
land owned by the Company with total area of 9,852 square meters located at Internal Road.
Shangri-la Place, Mandaluyong City for a total consideration of B640,380,000. This resulted 1o
a loss on sale of the land amounting to £344,820,000.

Certain expenses are initially paid for by the Company (related party) and are subsequently
reimbursed by the related party (Company) to whom such payment was intended for.

On February 17, 2012, the Board passed and approved a resolution wherein it agreed to act as a
surety to the Joan of FBSHL now SGCPI, the surviving entity in a merger in 2014. On April 11,
2012, FBSHI secured a 210,000,000,000 long-term loan facility with a local bank to finance the
construction of a hotel, serviced apartment, and regidential units in Fort Bonifacio, Taguig City
in relation to the Shangri-La at the Forl Project. Under the continuing suretyship agreement
executed between the Company and the local bank on May 23, 2012, the Company agreed to be
solidarily liable to the extent of 50% of any and all amounts due under the loan agreement
between FBSHI and the local bank. The local bank is entitled under current jurisprudence to
demand directly from the Company any and all amounts due. As of December 31, 2015 and
2014, the outstanding balance of the long-term loan amounted to B8 964329487 and
B6,752,835,572, respectively. As of December 31, 2015 and 2014, the Company has not
recorded any liability in connection with the Joan.

The following are the transactions with affiliates by common investor with significant influence:

i

A portion of the Company’s land is being leased by ESHRI, where the EDSA Shangri-La
Manila Hotel (the Hotel) is located.  The lease is for a period of 235 vears commencing
on August 28, 1992 and renewable for another 25 years at the option of ESHEI. Rental
revenue is based on a fixed percentage of the Hotel's room, food and beverage, dry goods and
other service revenue,

The following are the transactions with affiliates by common key management personnel:

Js

The Company pays dues to TSFSPCC for real property tax, association dues and condominium
dues for condominium units owned by the Company in TSFSP.

Certain expenses of affiliates are initially paid for by the Company (related party) and are
subsequently reimbursed by the related party (Company) to whom such payment was intended
for. Cash advances are also provided between the Company and related parties.

The following are the transactions with key management personnel:

Compensation of key management personnel for the vears ended December 31 consists of the
following:

2015 2014
Salaries and other short-term emplovee benefits P13,323,516 B12.950,349
Post-employment benefits 3,047,599 2,213,788

16,371,115 B15,164,137

There are no stock option plans for officers and employees and no other long-term benefits
aside from retirement benefits,
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The following table summarizes the foregoing transactions:

Amount™Volume Chutstanding Balance = =
2015 204 s 20l Temms Conditions
Keotal lneome
Subziliaries
Hi-day:
NONIMETes! - Limgecured.,
SLPC () FLIG,175.732  PLICA0Y41Y FLL700 4585 B11 210580 heanng Ty impairment
al-day;
nannleTes - Lngecured;
SPEl 7834678 5,832,401 941,425 B35.578 hearmg T A PETIREnL
Affiticie By commron bey management personne!
fil-tay;
noninigTest- Limseured;
ESHRI (1) 84 004,852 25209 600 26,753,560 28822597 hearing no impairment
. PLO08820,262  BIOTS11.420 33054974 BT RTA H )
Cost Sharing
Swubridiaries (¢)
al-day;
nartnterest- Tnsecured;
SLPC #36,158,559 B23925.124 P14.244,283 P13,634,40% bearing 16 npairment
Hid-day.
noeineTest- Linsecured;
K5A 1,681,352 19793582 254,158 33,608 bearing Ty impairmen
PITHEINML BIGS0A516 PI4AWA4] PISGRROLE
Dividend Income
Swbsidiaries fdl
30 days [rom dae
of declaraton,
nonintersst- Linsecurcd,
SPRC 2,004,000, 001 B= #T06,597.578 fi— bearing ndg impaiTmenl
30 diavs lrom diste
of declaration;
neninlerssl- Unsecured,
SLIC T25,000,0400 25,000,000 - braring na denpairment
30 days from date
of declasation:
noninterest- Unsecured;
EM A JIT. 383,324 A23,177, 706 - - hearing e impairment
30 days from daie
af dezlaration;
nonintercst- Linsecured;
SR Y3 000G 7E,000,000 = - bearing no Impairment
30 days from date
ol declaraticn,
nonintersst- Unzecured;
b LA 4,400,004 A, 200 000 ER TR 4,200,000 bearing N mpairmment
30 divws from dare
of declaration;
neninterest- Unsecured;
SPRE] 5,300,000 4,000, 0 5,300,000 4000000 beanng Ty I e

Affttiates by compran key management personne!

Brown Swallow

30 days fro date
of declaration;

[revelopment noninterest- Linsecured;
Corporalion 2,117,200 2.A20.000 = - bearing na impairment
30 davs from date
of declaration;
Cirgen Mangrove nonineres- Unseoured;
Realty, [nc. 1.2 10,000 1,119,230 = - bearing no impairmeni

B3,1SAT0,524  B1234917. 016

PT16,697 87

BE_200,000
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AmountNYelume

Chntstanding Balanee

2015 214 2015 2014 Terms Conditions
Rental Expense
Snbhyiciane
All-day:
neninterest-
SLIC (g) P3.772,523 B3 592 034 F320,106 B4 BES  bearing __Unsecured
Sale of Land
Subsidiary
U demnanid;
noninterest- Linseoired;
SPRC (D B- B B- BLES MIE600 hualljne no impinent
Condominum [haies
Affifiare by comiman ey management personial
Sll-day;
neninterssi-
TSESPCC {4} FLLA4%,020 B2 445 042 1,445,177 = P bearing Unsecurad
Subsidiaries and
Affilintes®
Share in
Expenses
Substdiaries fu)
S0-day
nonimercst- LUinscoursd;
SPRC 87,095,399 PR EN0 G2 P418,769  P3a53079323 bearing o mpalrment
30-dary;
neninercsts Unscoured,
SFPME] 6,154,268 3393 637 24,949,930 12622222 hbearing no impatrment
Ft-dday;
noninteres- LImgeoured;
SPI 9,017,704 5,230 %060 1,672,843 1,185,828 bearing e IMpalrment
S0-day;
noninterest- Unsecurad,
SES1 BO6,520 RO 280 127,893 FTOAIY Dbearing T ImpE rment
30-day;
nonimerest- Linsecured,
EMASLC 15,557 25 000G 1062775 137217 hearing ne impatrment
J-day;
noninterest- Unsecured;
SFBIIL 3,735 1,508 0,754 A00.441 bearing o IMPparmeny
30eday,
nonimerest- LInsecured,
SGCHL 3,259 1,020 S0, 727 S00,280 bearing no Umparment
Affificies by common ey marggemest pevsannel (&)
The Enterprize
Cenler S0-day,
Condominium feninterest- Unsecured,
Carpataticn 6094640 1,233 00 493,547 634,240 bearing 14 ITnpairment
30-day;
Foval Asia nonintercst- Unscoured;
Land, Inc. 2,034,942 1, 73250 471,415 138,733 heanng T impairment
The Shang Grand
Towel -day;
Cendominium NEHnLEresl= Lnzscured;
Corporation 1,007,825 | A02,382 2,745 340 L1064 hearing N tnpainent
M-day;
noninterest- Linsgcured;
TEFSPOC 1,156,994 1,357 8o 487,543 60,096 bearing ng Empaimenl
30-day;
nominterest- Linsecured;
ESHERI 651,534 921,281 146,308 453,647 bearing L TP el
S-day
noninterest- Unsecured;
15F1 305,792 03,104 3599 9% 3,600,548 bearing ne impatrment

(Fomward)
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Outstanding Balance

. 018 2014 013 2004 Terms Conditions
0-day
noninieresi- Unsecurad:;
FRAEHI PT.044 2 568,005 P4,255.097 FEA0854  Dearing no impairmen
3i-day;
Atca Tierra nenInterest- LUnsecurad;
Corporaticon 2218 - 1,228 - bearing no impairment
30-dizy;
TLmnerest - Linzecured;
MBRI 643 397 (7,798 {7,435 hearing 1o rpaiTment
Clavall 30-day;
Propories, nonmeres! - Linsecured:;
Ine. 53 917 12,332 12332 Dbearing no impaifient
30-day;
noninterest- Unsecured:
Cihers 20 036,175 f,3 160,557 982,703 9880247 bearing with impairment
o B144,967.091 113,929,322 P49,031,007  P406810.617
Subsidiarics and
Affiliates”
Sharein
Expenses
Subsidiariesf)
0-day;
NEORNETes -
SLPC P1L105,277 #5091 846 P207593% PRAE, 630 bearing Unseoured
30-day;
aeninteresl-
SFRC 6. 63 4005 03.342950 4,04 BED LE36 141 bearing Uinsecured
Mi-day;
nonnlerest-
s - ~ 311,151,271 339152062 hearing Unsecured
Afftleies by key management personmel k)
0-day,
noninterest-
ESHEI 83,018 - 2644l bearing Ungecured
30-day;
noninterest-
(hers 2,154,376 B3, had 1,196,997 60389 bearing Ungecured o
$23,104,176 PROOO2 A0 B319.203.538  PS341517,231

23, Commitments and Contingencics

On July 14, 1993, a complaint was initially filed before the Regional Trial Court (RTC) - Pas ig by
the principal contractor of the Mall against the Company and the Board for the recovery of the
balance of alleged unpaid construction work, compensatory and moral damages, legal fees and
litigation costs totaling to about B122,000,000, exclusive of interest. In the answer ex abundante
ad cautelam, as a counterclaim, the Company is asking for approximately 182,000,000 in
overpayment plus 7,000,000 in damages and litigation costs, Due to technical reasons, the
principal contractor re-filed the case on or aboutl June 23, 1998 with the Construction Industry
Arbitration Commission (CIAC),

On October 27, 1998, the RTC - Pasig issued an order directing the parties to arbitrate their
dispute under the Arbitration Law. A similar order was issued by the CIAC on February 3, 1999
dismissing the proceedings instituted before it by the plaintiff. The plaintiff, accordingly, served a
demand for arbitration dated April 5, 1999 under the provisions of the Arbitration Law.

The arbitration hearing, during which both the Company and the principal contractor were given

the opportunity to present their witnesses, commenced in December 2006 and ended with the
decision of the Arbitral Tribunal promulgated on July 31, 2007. In its decision, the Arbitral
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Tribunal awarded to the principal contractor the sum of 846,905,987, and 1o the Company, the
sum of P8.387,484 (net award to the principal contractor was B38 518,503},

The principal contractor has appealed the Arbitral Tribunal's decision to the Court of Appeals,
praving for the award of the full ameunt of its claim. The Company has partially appealed the said
decision, praying for the reduction of the award to the plaintiff. The Court of Appeals, in its
decision dated August 12, 2008 and resolution dated April 16, 2009, awarded to the principal
contractor 24,497 356, unpaid progress billings based on the original scope of work, and denied
the Company ol its motion for partial reconsideration.

On June 5, 2009, the Company filed a Petition for Review on Certiorari 1o the Supreme Courl
praying to issue an order or decision; (a) declaring the Company as not liable to the principal
contractor for unpaid progress billings based on the original scope of work, (b) ordering the
principal contractor to pay the Company B7,590,000 as liquidated damages, and (¢) setting aside
or reversing the Court o Appeal’s decision and resolution insofar as they are adverse to the
Company. ©On a Petition for Review on Certiorari dated June 11, 2009, the principal contractor
praved to the Supreme Court to modify the decision and reselution of the Court of Appeals, to
award the principal contractor the full amount of its ¢laim. Both petitions are pending resolution
by the Supreme Court as of March 4, 2016,

The Company has other pending legal cases which are being contested by the Company and its
legal counsels, Management and the legal counsels believe that the final resolution of these cases
will not have a matenial effeet on the Company’s financial position and results of operations.

. Leases

Company as a Lessor

The Company entered into operating lease agreements with related parties covering the frechold
land, a building and its improvements, The Company also leases cerlain commercial arcas at
TSFSP to third parties. The lease agreements, where the Company is the lessor, provide for a
fixed monthly rental or a certain percentage of gross revenue.

Rental revenues are as Tollows:

e . i saion = 2015 2014
Percentage basis B208,920.262 P207.311 420
Fixed monthly rental 3819524 3,674,498

P212,740,086  P211,185918

Total Tuture minimum lease collections under the non-cancellable operating lease with fixed
monthly rental are as follows:

215 2014

Within one year P4.238,629 B2.769,661
More than one year but not more than five years 17,822,456 i
B22,061,085  £2,769.661
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Company as a Lessee
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The Company leases its office space from SLPC. Total future minimum lease payments for this
non-cancellable operating lease are as follows:

2015 2014

Within one year £2,080,691 B3.757,447
Maore than one yedar but nol maore than five VEArS - 1,760,585
B2.080,691 B5 518,032

25, Fair YValue Mcasurement

The following table provides the fair
liabilities as of December 31, 2015

vitlue measurement hierarchy of the Company’s assets and

Fair Value Measurement Using

Cmoted Prices Significant Significant
in Aclive Obeervable Unobscrvable
dMarkets Inputs [nputs
{Level 1) iLevel 2) {Level 3) Total
Assers Measured at Fair Value
Financizl assets at FVFL 4,242,540 - p- B4 242 540
Investment properties:
Land - 8.509,659,000 & 8,309,659 000
Buildings = 49930814 452 307,000 302,246 814
AFS financial asset - quoted 14,046,315 . - 16,046,513
Assets for which Fair Values are Disclosed
Receivables® = 230,707,860 ¥ 830,707,860
AFS financial azsets — unquoted - - 79,274 352 79274352
Refundable deposit = 415,424 = 425,424
Liabilities for which Fair Values are Disclosed
Accounts payzble and other current
linbilities®#* 424679738 - 424 673 738
Dividends payable - 2% 464 861 - 28,464 501
Long-term lean = 3,200,000,000 = 3,200,000,000
Deposits from tenants = 1.085.905 = 1,085,905

*excluding gdvances do offfvers and emplovess amowrting o B344.003,
*rexcluding output VAT and withholding toxes amourniing wo B4 0§ 937,

The following table provides the fair value measurement hierarchy of the Company’s assets and

liabilities as of December 31, 2014:

Fair Value Measurement Using

Chunted
Prices in Significant Significant
Active Observable  Unobservable
Markets Inputs Inputs
iLevel 1) i(Level 2) {Level 3) Total
Assets Measured at Fair Value
Financial assets at FVPL P3.426,433 - B 3426433
Investment properties:
Land - TLEE1.000,000 i T.981,000,000
Buildings - 49,939,514 455 330 405 05270219

AFS financial assets - quoted

(Forward)

13,996,515 13,996,515
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Fair Value Measurement Using

Choted
Prices in Significant Significant
Active Observable  Unobservable
Markets [nputs [nputs
i(Level 1) (Level 2) (Level 3) Tutal
Assets for which Fair Values are Disclosed
Receivables*® P- PO55, 764,350 B BO55.764, 5“{3
ATLE financial assets — unquoted - 79274352 7927435
Refundable deposit 425,424 - 4235 "4
Liabilities for which Fair Values are Disclosed
Accounts payable and other current
liahilitieg®* = 602,596,356 - 662,596,550
Drividends pavable - 24,294 914 - 24,294 914
Long-term loan &= 5,095,833,333 - 5,095,833.333
Dieposits from tenants - 059,039 - 299,039

mexeluding wdvances te afficers and employees amoniing fo #4909 257
“*excluding owpt VAT and witkholding faves amouniing fo@5022,003

The Company’s policy is to recognize transfers into and transfers out of fair value hierarchy levels
as of the date of the event or change in circumstances that caused the transfer.

There have been no assets and liabilities transferred between Level 1, Level 2 and Level 3 during
the period.

26,

Financial Instruments

The following methods and assumptions were used to estimate the fair value of each class of
financial instrument for which it is practicable to estimate such value:

Financial Assets at FVPL
The fair value of financial assets at FVPL is based on quoted market prices at the reporting dare,

Cash in Banks and Cash Eguivalents; Receivables Other than Installment Comracis Receivable;
Accounts Payable and Other Current Liabilities; and Dividend Payable

Due 1o the short-term nature of these financial instruments, their carrying values approximate their
fair values.

Installment Coniracts Receivablie
The fair value of installment contracts receivable are based on the discounted value of future cash
flows using applicable rates for similar instruments.

Refundable Deposits and Deposits from Tenants

Refundable deposits and deposits from tenants were not discounted because management has
assessed that the undiscounted amounts approximate their amortized costs, thus, the carrving
values of these financial instruments approximate their fair values.

AFS Financial Assets

The fair value of quoted equity securities is based on quoted market prices as of the IL[J'DT'UH“ date.
The fair value of unquoted equity sccurities is not reasonably determinable. -
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Long-tevm Loan
The carrying value of the long-term loan approximates its fair value because of recent and
maonthly re-pricing based on market conditions.

Fair Yalue Hierarchy
The fair value hierarchy of the financial instruments is disclosed in Note 25.

. Financial Risk Management Objective and Policies

The Company’s principal financial instruments comprise cash and cash equivalents, financial
assets al FVPL, loans and receivables, AFS financial assets and other financial liabilities. They
are held primarily to finance the Company’s operations and capital expenditures. The Company’s
financial instruments, such as cash and cash equivalents, trade receivables and trade payables.
arise directly from the conduet of the Company’s operations.

The main risks arising from the use of the financial instruments are interest rate risk, credit risk
and liquidity risk. Management has assessed that foreign exchange risk and equity price risk arc
insignificant to the parent company financial statements.

Risk management is carried out by the Company’s management under policies approved by the
Board. The Company’s management identifies and evalvates financial risks in close cooperation
with the Company’s operating units.

The main objective of the Company’s financial risk management is o minimize the potential
adverse effects of the unpredictability of financial markets on the Company’s financial
performance. The Board provides principles for overall risk management as follows:

Interest Rate Risk

Interest rate risk arises from the possibility that changes in interest rates will affect future cash
flows or the [air values of financial instruments, The cash flows of the Company’s bank loans that
are exposed to interest rate risk as of each reporting period are disclosed in Note 14,

Interest rates on all bank loans are based on the higher between the PDST-R2 rate and the BSP
overnight borrowing rate.

The Company’s interest rate risk management policy focuses on reducing the overall interest
expense and exposure to changes iIn interest rates. Changes in market interest rates relate
primarily to the Company’s interest-bearing loan with floating interest rate as it can cause a
change in the amount of interest payments.

Interest on financial instruments with floating rates is re-priced at intervals of less than one year,
Interest on financial instruments classified as fixed rate is fixed until the maturity of the
instrument. The Company invests excess funds in short-term placements in order to mitigate any
increase in interest rate on borrowings.
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The following table represents the impact on the Company’s income before income tax brought
about by reasenably possible change in interest rates, with all other variables held constant, as of
December 31 until its next financial reporting date:

Effect on

Change in Income before

Interest Rate Income Tax

2015 Increase by 0.50% (B16,000.000)
Decrease by 0.50% 16,000,000

2014 Increase by 0.93% (48,410,417
Decrease by 0.95% 48,410,417

There is no other effect on the Company’s equity other than those already affecting profit or loss.

Credit Risk

Credit risk is the risk that the Company will incur financial losses because its counterparties failed
to discharge their contractual obligations, The Company is exposed to credit risk from its
operating activities (primarily trade receivables), including deposits with banks and other financial
mstruments. The Company has no significant concentration on credit risk.

Trade Receivables

Sales of residential condominium units that are on instaliment basis are supported by post-dated
checks from the buyers. Titles to properties sold are not released unless full pavment is received.
In the case of leasing operation, lessees are subjected to credit evaluation and are required to put
up security deposits and pay advance rentals, if necessary. The maximum exposure to credit risk at
the reporting date is equivalent to the carrying value of the receivable as disclosed in Note 6 which
are neither past due nor impaired.

Financial Instruments and Cash Deposiits

Credit risk from balances with banks is managed by the Company’s treasury department in
accordance with the Company’s policy. Investments of surplus funds are made only with approved
counterparties to mitigate financial loss through counterparty’s potential failure to make payments.
‘The Company’s maximum exposure 1o credit risk for the component of the statement of financial
position at December 31, 2015 and 2014 is equivalent to their carrving amounts except for
financial guarantees. The Company’s maximum exposure relating to financial guarantees is noted
in the liquidity table below.

The following tables provide the aging analysis of receivables from related parties that are past due
but not impaired under the Company’s receivables account as of December 31:

Meither
Past Due Past Due but Not Impaired
. Total  nor lmpaired =30 Davs 30 = 60 Davs > 60 Days
2015 B789,234 975 BT149,508,356 B16,658,288 B4.548,905 P48,519,426
2014 915,002,873 31,679,051 15,394,042 1,403,676 866,526,104

The credit quality of the financial assets classified under neither past due not impaired was
determined as follows:

Cash and ecash equivalents, financial assets at FVPL and AFS financial assets are considered by

management as high grade because counterpartics have a strong financial capacily to meet their
obligations.
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Receivables which are standard grade pertain to receivables from existing and active tenants.
customers, related parties, counter parties, officers and emplovees. Standard grade accounts are
aclive accounts with minimal to regular instances of payment default due to ordinary or common
collection issues, The accounts are typically not impaired as the counterparties gencrally respond
o eredit actions and update their payments accordingly.

Substandard grade pertains to reccivables from related parties and counter parties that have
already ceased their respective operations. Substandard grade are accounts which have probability
of impairment based on historical trend. These accounts show propensity to defaull in payment
despite regular follow-up actions and extended terms. Financial assets in which outstanding
balance may not be recovered and are individually assed as impaired are disclosed in Note 6.

Liguidity Risk

Liquidity risk is the risk that the Company will not be able to settle or meet its obligations on time
or at reasonable prices. The Company maintains sufficient cash and cash equivalents in order to
fund its operations. The Company monitors its cash flows and carefully matches the cash receipts
from its condominium sales and leasing operations against cash requirements for its operations.
The Company utilizes its borrowing capacity, if necessary, to further bolster its cash reserves.

The tables below summarize the maturity profile of financial assets compared with the contractual
undiscounted payments of financial liabilities in order to provide a complete view of the
Company’s liquidity as of December 31:

s e v
Over 1o 3 Over 3to &
Within 1 Year Years Years Over 5 Years Total

Financial Assets
Finzncial assets at FVPLL P4,242,540 P- P4,242 540
Loanz and receivables:

Cash and cash  equivalents  1,211,799,761 = - - 1,211,79%.761
Receivables:
Rent 30,395,974 - - - 349,395,974
Belated parties THS,134,975 = - = 780,234,975
Inrerest 1,801,988 = E = 1,891,988
Oithers 154,924 — = = 184,924
Refundable deposits - 415,424 - - 425,424
AFE financial assets 5 - - 95,320,867 95,320,867
b= P1,046,750,162 B415.424 PO5,320.867 P2,142,496,453
Financial Liabilitics
Aceounts payaile and
ofher current linbilitics® B424,670,738 P B- P-  P424.679,738
Long-term loan 133,333,333 La0n0ono000  1,066,000,667 400,000,000 3,200,000,000
Leposils [rom lenants = 1,085,905 - - 1,085,905
Dividend pavaiile 28,464,861 = - - 28,404,801
Finangial guarantee®* 4,482, 164,744 i = = 4482104744

Pg,ﬂﬁﬂ,ﬁﬂ,ﬁ?ﬁ F1,601,085,905 B1066.6 E-ﬁ,iﬁ-j 2400,000,000 #8,136,395 248
* Fxpludes owtput VAT, and withholding taves amovniing 1o P4111937.
**Bared on fhe maximum amount that can be colled for wnder the financial guaraniee contract (Note 22)
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2014
Within 1 Year Ower 1 to 3 YearsOver 3 1o 5 Years [}wrf* ?:"l:a:-s £ Total
Financial Assels
Financial assets at FYTL B3 426433 B . P #3,426.453
Loans and reccivables:
Cash and cash  equivalents 423 579 87TE i 1 . 425,679 878

Feceivables:

Kent 37,874,500
Installment contracts
receivible 2.304,500 -
Related parties 15,002 872 - -
Imterest 217,330 . =
Orhers 204,880 .
Refundable deposits - 425,424

AFS financial assets

17,874,860

- 2. 364 500
- Q15002872
- 217,334
- J04, 8E0
= 425,424
43,270,867 93,270,467

B1,384,870,879 PA25.124

F93.770.867 BLATEART 170
Financial Liabilities
Accounts pavahle and
other current liabilitics* BOG2, 509,550 P- P— - POA2 5O0 5506
Long-tzrm loan 383,335,353 FLB33,333,5333  1,212.500,000 1 496,060,607 5095833333
Deposits from tenants = Dot (30 - - G 3G
Drividend Pavalle 24,201,914 - 24,2494 914

P1270,097.803  PL834,332372 P1.212 500,000

B 406,606,667 BS TE3 606 841

* Exchedes oulpnid VAT, and withbolding tives amounting o 83,022,013,

28,

Capital Management

The primary objective of the Company’s capital management is to ensure that it maintains a strong
credit rating, comply with externally imposed capital requirements, and maintain healthy capilal

ratios in order to suppart 1ts business and maximize stockholder value.

The Company manages its capital structure and makes adjustments to it in light of changes in
economic conditions. To maintain or adjust the capital structure, the Company may adjust the
dividend payment to stockholders, retum capital to stockholders or issue new shares, No changes

were made in the objectives, policies or processes in 2015 and 2014,

The Company monitors capital using a gearing ratio, which is net debt divided by capital. The
Company includes within net debt bank loany less eash and cash equivalents. Capilal pertalus 1w

total equity.

2015 2014
Net Debt
Long-term loan P3,200,000.000) B5.095,833.333
Less cash and cash equivalents 1,211,799,761 425,679,875
1.988.200,239 4,670,153,453
Capital _
Total equity 17.024,078,114 F4,307,376,196

Gearing Ratio

The Company was able to meet its capital management objectives.

11.68% 32.64%
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29, Sepment Information

The Company’s operating busingsses are organized and managed according 1o the nature of the
products and services marketed, with each segment representing a strategic business unit that

offers different products and serves different markets.

The Company has operations anly in the Philippines,

In 2005 and 2014, the Company derives revenues from three main segments as Tollows:

FProperty Development

This business segment pertains to the sale of condominium, storage and parking units of the

TSFSP project.

Leasing

This business segment pertains 1o the leasing of land and a building together with the carpark
aperation. Significant portion of this segment comes [rom lease agreements with related parties.

Chhers

This business segment pertains to management services provided on real estate projects,

The segment assets, labilitics and results of operations of the reportable segments of the Company
as of and for the vear ended December 31, 20105 are as follows:

Property
Develgpment Leasing Others Tuotal
Fevenuedsales Ak, 147 402 BF212, 740,086 B BIT(L,887.458
st of sales (28372373 s = (18,372,373)
Gross profit or revenoc 29775029 212,740,086 242,515,115
Staft costs - {72,058,0346) - (T2,058.030)
Taxes and licenscs - {14,191,494) - (14,191,498
Deprecialion and amortization = {10,555,428) . {10,555.428)
Scament results 29,775,029 115,935,124 = 145,710,153
Dividend income 2095 000,000 1,050,114,5824 5,304,645 3,150,415,46%
Interest expense - (155,424,521 = (155,424.521)
Interest income = 8,542,019 = 8,542,619
Cither income = 1,672,262 - 1,672,262
General and administrative expenses - (54,746,615) = (54,746,015)
Gain on air value adjustment of
mvestment properlics = 521,897,129 5 521,897.129
Cain on fair value adjustment of
[inancial assets at FVFPL - B16,087 = B16,087
Bank charges = (6,995,715) = (6,995,715)
Provision for income lax {595,501) (158,245,9221 = (158.841.,423)
Met income {or the year B2,124,179,528  B1,323,561,272 B5, 304,045 B3 453,045,445
Sezment assets B49.755.462 P13,365,740.758 B~ P23.415,526,220
Segment liahilities F133,928  1P6,391,314,178 B-  PG,391.448.106
Capital expenditures for the year B— B3,777,581 B B3, 777,581
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The segment assets, liabilities and results of operations of the reportable segments of the Company
as of and for the vear ended December 31, 2014 are as {ollaws:

Property

Crevelopment Leazing Others Tolal
Revenue PO 240 F111,185,918 P-- B211,846.164
Cost of sales (2275000 - (227 5000
Gross profit or revenue 432,746 211,185,918 211,618,664
Seaff costs - (65,067,030} {03,067.030)
Taxes and licenses - (38,598,714} - (383987140
Depreciation and amortization - [9.616,555) - 19,616,536)
Segment results 432,746 LR ER : 0%,336,364
Dividend income F5,000,000 1,155,917.016 4,002 318 1,234,919 334
Interest expense - (186,162,235) - (1868,162,235)
Interest income - 2,706,734 - 2,706,784
Other income - 744,261 - 744,261
Cieneral and administrative expenses (32,331413%) {52,331.415)
Gain on fair value adjustment of

financial assets al FVPL - 2,070,034 = 2,070,034
Bank charges - (98,068 - {28,068
Benefit from {provision for)

InCome tax (129,824) 3,548,724 2,418,900
Met income for the vear B75,302,927  P1.024,298721 P4OD2318  PL1,103,603,96]
Segment assets BE0,522.335 P22,605,701,507 B- P22G86223 842
Segment liabilities P2RIZSDO PR.I76,035,147 Bo PHITERAT 647
Capital expenditures for the year _ T P13,285,110 P P13,289.110

3

Supplementary Information Required under Revenue Regulations (RR) 15-2010

On November 25, 2010, the Bureau of Internal Revenue (BIR) issued RR 13-2010 to amend
certain provisions of RR 21-2002 prescribing the manner of compliance with documentary and/or
procedural requirements in connection with the preparation and submission of financial statements
accompanying the tax returns.

In compliance with the requirements set forth by RR 15-2010, hereunder are the information on
taxes, dutics and license fees paid or acerued during the taxable vear ended December 31, 2015,

The Company is a VAT-registered company with VAT output 1ax declaration of B46.809 488 for
the year based on the amount reflected in the Sales Account and various collections of
B390,079 065,

The Company has no zero-rated/exempt sales.

The amount of VAT input taxes ¢claimed are broken down as follows:

a.Beginning of the vear B
b.Cwrrent year®s purchases:

1.Capital goods subject to amortization | 8_0,322
[I.Capital goods not subject to amortization 8,356 044
¢.Claims for tax creditrefund and other adjustments (8,536,308}

d.Balance at end of vear B
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The Company did not have any importations or purchases of any product subject to excise tax in
2015,

The documentary stamp tax (DST) paid or accrued on the following transactions are as follow:

Transaction Amount DST Thereon
Contract of lease BI0Z,105,807 B202.106
Dividend remittance to a foreign company 226,229,807 339,345
Cash advances 12,800,000 64,000
Pre-termination of short term investments 57,480 287
Transfer certificate title for future acquisition o 300
Tatal F441,193,004 PH0G.038

Dther taxes and licenses:

a. Local
Real property taxes BO.635.561
Business taxes 1.666,839
Banner permit 270,360
Community tax certificate 10,500
MNotanal lees 1,700

13,584,960

b, MNatonal

Documentary stamp taxes 606,038
EIR annual registration 300

606,538

) B14,191,498

The amount of withholding taxes paid or accrued for the year amounted to:

i Withholding 1axes on compensation Pa46,060,139
ii. Final withholding taxes 42,745 521
iii. Expanded withholding taxes 5,019,431
iv. Fringe benefit tax 1,325,644

The Company is currently not involved in any tax cases, preliminary investigations, litization
and/or prosecution in courts outside of the BIR,

VTR



