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SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-Q
QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE
SECURITIES REGULATION CODE
1. For the quarterly period ended . 30 September 2012
2. Commission Identification Number @ 145480
3. BIR Tax Identification Number : 000-144-386

SHANG PROPERTIES, INC.
4. Exact name of the Issuer as specified in this charter:

5. Province, country or other jurisdiction of incorporation or organization: Not Applicable

6. Industry Classification Code: ] (SEC Use Only)
Level 5, Shanari-La Plaza Mall, EDSA cor Shaw Boulevard, Mandaluyong City 1550
7. Address of issuer's principal office Postal Code

(632) 635 - 8300
8. Issuer's telephone number, including area code

9. Former name, former address and former fiscal year, if changed since last report:
10, Securities registered pursuant fo Sections 8 and 12 of the SRC, or Sections 4 and 8 of the RSA.
Mumber of shares of comman stock

Title of each Class outstanding and amount of debt outstanding
Common Stock 4,764,056,287 common shares

11. Are any or all of the securities listed on a Stock Exchange?
Yes[x] No[ ]
If yes, state the name of such Stock Exchange and the classles of securities listed therein:
Philippine Stock Exchange
12. Indicate by check mark whether the registrant.
(a) Has filed all reports required to be filed by Section 17 of the SRC and SRC Rule 17 thereunder
or Sections 11 of the RSA and RSA Rule 11(a)-1 thereunder, and Sections 26 and 141 of the

Corporation Code of the Philippines, during the preceding twelve (12) months (or for such
shorter period the registrant was required to file such reports).



Yes[x] No[ ]
(b) has been subject to such filing requirements for the past ninety (90) days.

Yes|[x] No[ ]

PART 1 - FINANCIAL INFORMATION
ltem 1. Financial Statements
Please see attached.

Item 2. Management's Discussion and Analysis of Financial Condition and Results of
Operations

Flease see altached.

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the Issuer has duly caused
this report to be signed on its behalf by the undersigned thereunto duly authorized.

SHANG PROPERTIES, INC.
|ssuer
By:

Al

VICENTE P. FORMOSO ANDREW
Treasfirer roup Financial Comptroller
\

Date of Signing: 14 November 2012



PART 1 — FINANCIAL INFORMATION

Item 1. Financial Statements

The Pro-Forma Consolidated Financial Statements (unaudited) of SHANG
PROPERTIES INC. (the “Company”) and its subsidiaries for the third quarter
ended 30 September 2012 are attached as Annex “A”".

ltem 2. Management Discussion and Analysis of Financial
Condition and Results of Operations

Key Performance Indicators

September | September |
30 30 Change
2012 | 2011

Turmover (Php M) 36993 | 2,1134 75.0%
| Profit attributable to shareholders (PhpM) | 1,028.1 | 827.1 24.4%
Earnings per Share {Php Ctv) 0.216 0.174 24 4%

Net Asset Value per share (Php) 4121 3.915 5.2%
Debt to Equity Ratio (Ratio) 0.562:1 0.584:1 -3.7%

e Turnover consists of Rental Revenue, Condominium Sales, Interest
Income and Other Income. For the nine (9) month ended September 30,
2012, the Group's consolidated revenues amounted to £3,699.3B, higher
by P1,585.9B or 75.0% from R2,113.4B of total revenues realized in the
same period last year. The condominium sales posted an increase of
P1,656.6B mainly due to higher sales bookings from One Shangri-La
Place. Rental revenue increased by P23.4M mainly due to rental
escalation of Shangri-La Plaza Mall. Rental revenue from The Enterprise
Center declined by R16.4M or 3.3% mainly due to the decreased in
rental yield. Rental revenue from Edsa Shangri-La Hotel slightly
increased by R1.4M.

» Profit attributable to equity holders of Parent Company amounted to
P1,029.1B, up by R201.9M or 24.4% compared with the same period last

year.

e Earnings per share for the nine months ended September 30 showed
positive variance of 24.4% to P0.216 from last year's £0.174.

+ Net Asset value per share is calculated by dividing the total net asset of
the Group (Total asset — Total liabilities and minority interest) by the
number of shares outstanding. Net asset value per share increased by
5.2% mainly due to the income generated during the period.



« Debt to Equity measures the exposure of creditors to that of the
stockholders. It gives an indication of how leveraged the group is. It is
determined by dividing total debt by stockholder's equity. The Group's
financial position remains solid with debt to equity ratio of 0.562:1 as of
30 September 2012 and 0.584:1 as of 30 September 2011.

Financial Condition

Total assets of the Company amounted to P35.1B, an increase of P660.8M
from R34 .4B in December 31, 2011. The following are significant movements
in the assets:

« Increase in cash and cash equivalents by P141.2M mainly due to
proceeds from bank loans and collection from new projects.

+ Financial assets at fair value increased by R3.1M due to fair value
adjustments recognized during the period.

+ Receivables decreased by P193.6M due to recoupment of advances to
contractors through progress billing and collection of receivables from

tenants.

e Condominium units held for sale increased by P217.3 mainly due to
completion of The St. Francis Shangri-La Place.

¢ Construction in Progress increased by R386.4M due to the ongoing
construction of One Shangri-La Place and Shang Salcedo Flace.

e Prepayments and other current assets decreased by R57.4M mainly due
to the release of cash in escrow in payment of the Development Rights of
Shang Salcedo.

e Property and equipment increased by P4.3M mainly due to office building
improvements and acquisition of transportation and office equipment
during the period.

e [ncrease in refundable deposits by 214.3M mainly due to service deposits
paid to suppliers during the period.

« Deferred income tax assets increased by P61.3M mainly due to the
NOLCO and MCIT recognized by the Parent Company during the period.

e Current ratio is 2.35:1 as of September 30, 2012 from 2.11:1 as of
December 31, 2011.

Total liabilities decreased by P21.2M from R12.7B in 2011 to P12.6B in 2012
due to the following:



« Decrease in accounts payable and other current liabilities by P208.3M
mainly due to payment.

e Income tax payable increased by R14.6M due to taxable income
generated during the period.

+« Dividends payable increased by R111.1M mainly due to declaration of
cash dividends amounting to P190.6M or P0.040 per share in September
2012.

+ Decrease in accrued employee benefits by 26.8M due to the payments
made during the period.

« Decrease in bank loans was primarily due to loan repayments.

e |Increase in deposit from tenants by P126.3M was mainly due to security
deposits of new tenants of The Enterprise Center.

Results of Operation

Consolidated Net Income for the third quarter ended September 30, 2012
amounted to R1.029B higher by 24.4% from last year's R827.1M due to the
following:

A. Condominium Projects:

¢ |ncrease in condominium sales by P1,657B due to higher sales
bookings and completion level of the Group's projects.

B. Leasing Operations:

¢ Increase in rental revenue from Shangri-La Plaza by P42.2M due to
rental escalations and sustained growth on sales of tenants on
percentage rental structure.

* Rental revenue from Edsa Shangri-La Hotel increased by R1.4M or
2.5% due to improved average occupancy.

+ Rental revenue from The Enterprise Center tenants decreased by
R216.4M mainly due to lower rental yield.

+ Other leasing activities include rental, interest and other income
derived by the parent company from its landholdings and other
investments. Decrease in net income by P84M was due to lower
interest income on short-term placements due to lower average cash
balance.

Total Expenses of the Group amounted to P2.23B, 147.6% higher compared
with last year's PS03.8M. This was mainly due to the following:



Increase in cost of condominium as a result of the increase in
condominium sales.

General and administrative expenses increased by R54M due to higher
marketing and advertising expenses for Shang Salcedo and One Shangri-
la Place projects, and the increase in compensation due to additional
manpower for new projects.

Increase in depreciation expense by P1.2M due to the purchased of
transportation equipment and building improvements.

Increase in taxes, licenses and fees by BG6.1M mainly due to higher
business taxes paid during the period.

Interest expense and bank charges decreased by B31M due to loan
repayment.

Insurance expense decreased by P1.7M due to lower premiums paid this
year.

Share in net profits of associates increased by P12.1M mainly due to the
deferred income tax effect on adjustments in fair value of investment

properties of Sky Leisure Properties, Inc.

Decrease in net income attributable to non-controlling interest was due to the
acquisition of non-controliing interest of SLPC, making SLPC a wholly owned

subsidiary.

Provision for income tax is higher by £55.5M mainly due to higher taxable
income generated during the period as against the same period last year.

Item 3: Financial Soundness Indicators

The table below shows the comparative performances of the Company and its

majority-owned subsidiaries:

End of End of '

September 2012 | December 2011 |

Current Ratio’ 2.35:1 o L [

Debt-to-equity ratio® 0.56:1 0.58:1 !
Asset-to-equity ratio” 1.56:1 1.58:1

) 3Q 20127 3Q 2011

Interest rate coverage ratio* 12.85:1 8.71:1
Return on assets’ 3.9% 3.3%
Return on equity® 6.2% 5.2%




'Current assets/current liabilities

“Total liabilities/stockholders' equity

*Total asset/stockholders’ equity

*Income before interest and taxes/interest expense

“Net Income/average total assets

SNet Income/average stockholders' equity

"3Q12Net income after tax annualized/average of end Sep-2012 and end Dec-11

assets and equity

Information required by Part lll, Paragraph (A) (2) (b) of “Annex C” of
SRC Rule 12

« There are no known trends or any known demands, commitments, events
or uncertainties that will result in or that are reasonably likely result in the
registrant’s liquidity increasing or decreasing in any material way.

« There are no known events that will trigger direct or contingent financial
obligation that is material to the company, including any default or
acceleration of obligation except for the result of the SEC approval on the

plan of merger as discussed in Item 3 - E.

» There are no off material balance sheet transactions, arrangements,
obligations (including contingent obligations), and other relationships of the
company with unconsolidated entities or other persons created during the
reporting period.

e There are no material commitments for capital expenditures.

« There are no known trends, events or uncertainties that have had or that
are reasonably expected to have material favorable or unfavorable impact
on net sales or revenues or income from continuing operations.

» There are no significant elements of income or loss that did not arise from
the registrant’s continuing operations.

e There are no material changes in periodical reports.

« There are no seasonal aspects that had a material effect on the financial
statements.



PART Il - OTHER INFORMATION

Item 4. Other Required Disclcsures

A)

B)

C)

D)

E)

F)

The attached interim financial reports were prepared in accordance with
Philippine Financial Reporting Standard. The accounting policies and
methods of computation followed in these interim financial statements
are the same compared with the audited financial statements for the
period ended December 31, 2011.

Except as reported in the Management's Discussion and Analysis of
Financial Condition and Results of Operations, there were no unusual
items affecting assets, liabilities, equity, net income or cash flows for the
interim period.

There were no materials changes in estimates of amounts reported in
prior period that have material effects in the current interim period.

Except as disclosed in the Management's Discussion and Analysis of
Financial Condition and Results of Operations, there were no other
issuances, repurchases and repayments of debt and equity securities.

There are no significant events happened subsequent to September 30,
2012 up to the date of this report that needs disclosure herein.

For the required disclosure as per SEC letter dated October 29, 2008 on
the evaluation of the company's risk exposure and financial instruments
profile please see Note 10 of the attached interim financial statement.



SHANG PROPERTIES INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

(Amounts expressed in Php)

September 30,2012  December 31, 2011
Mates Unaudited Audited
ASSETS
Current Assets
Cash and cash equivalents 1,577,8900,465 1,438,747,742
Financial assets at fair value through profit and loss 30,368,784 27,339,587
Receivables-net 1,264,537,678 1,458,139,139
Properties held for sale:
Condominium Units held for sale 224,544,930 7,200,000
Real estate properties held for sale - 26,140
Construction in Progress 2,B88,842,057 2,502,455,528
Prepayment and other current assets B43,989,490 701,345,523
'i'l:rtal Current Assets I 6,630,183,464 6,133,256,658
Mon-Current Assets
Investment in associates 5 2,453 865,107 2,480,862,705
Investment properties 24,731,071,133 24,620,074,135
Real estate development praojects 281,040,423 281,040,423
Available-for-sale (AFS5) financlal assets 500,512,842 500,912,842
Property and equipment - net 3 65,123,400 60,831,962
Refundable deposits 43,847,864 29,574,722
Deferred income lax assets 398,611,445 337,300,493
Total Non-Current Assets 2R,474,472,214 28,310,597, 287
Total Assets 35,104,655,679 34,443,853,946
LIABILITIES B STOCKHOLDERS' EQUITY
Current Liabilities
Accounts payable and other current liabilities 1,912,525,090 2,120,799,620
Income tax payable 54,078,837 38,502,777
Dividends payable 126,758,159 15,737,613
Current portion of bank loans 371,428,571 371,428,571
Current portion of deposit from tenants 351,509,197 351,909,157
Current portion of deferred lease income 10,912,411 10,912,411
Total Current Liabilities 2,B27,652,315 2,910,290,189
Mon-Current Liabilities
accrued employee benefits 25,365,019 32,197,431
Bank loans- net of current portion 7 3,863,208,524 3,931,990,476
Deferred income tax liabilities 5,474,999,602 5,464,290,558
Deposit from tenants 384,273,050 257,937,445
Deferred lease income - net of current partion 56,768,512 56,768,512

Total Non-Current Liabilities

9,804,615,707

9,743,184,512

TOTAL LIABILITIES

12,632,268,021

12,653,474,701

Stockholders' Equity
Capital stock - Peso 1 par value
Additional paid-in capital
Treasury shares
Other components of equity
Retained earnings
Minority interest

4,764,058,882
834,439,607
(6,830,064
1,289,867
14,037,453,321
2,841,985,844

4,764,058,982
834,439,607

{6,850,064)
1,524,087
13,292,957,425
2,7498,249,204

Total equity

22,472,387,657

21,790,379,245

Total Liabilities and Equity

35,104,655,679

34,443,853,946




SHANG PROPERTIES INC. AND SUBSIDIARIES

CONDENSED CONSOUDATED STATEMENTS OF INCOME AND RETAINED EARMINGS

FOR THE MIME [5) MONTHS ENDED SEPTEMEER 31, 2012 AND 2011

UNALUDITED UNALDITED
FOR THE THREE MONTHS FOR THE NINE {8) MONTHS ENCED
30-5ep-12 30-5ep-11 0-5ep-12 I0-5ep-11
INCOME
Cendeminlum Sales 544,572,041 28,130,771 2,052,531,540 395,960,297
Rental 456,628,065 445,354,523 1,352,406,187 1,325,083,163
Others 150,016,713 208,430,052 294,385,405 388,408,506
1,551,216,818 742,185,347 1,699,3123,536 2,113,422 367
EXPENSES
Cost of condorminium sales TREE0R,959 92,272,643 1,672 882 908 391,3498, 720
General and administrative 90,952,532 E5,411,737 301,350,380 247 335,833
Cepreciation 4,155,264 3.611,621 12,128,427 10,557,132
Taxes, licenses and faes 30,418,690 19,858.32¢ 114,218,220 108,074,175
Interest and bank charges 44,913,057 54424468 130,225,432 161,185,057
Insurance 3,085,201 3,015,574 8,889,747 10,558,075
Unrecaverable tanants reimbursements 1,863,226 (6,543,553} [2,238,835) 125,881,357)
554,124,970 251,651,268 2,237,406G,220 503,830,798
INCOME([LOSS) BEFORE SHARE IN PROFIT OF
AN ASSOCIATE COMPANY 587,021,848 490,834,075 1461,517,3L6 1,205,591,569
SHARE IN PROFIT OF AN ASS0CIATED COMPANY 1,932,812 21,414,134 12,061,102 [10.333)
INCOME(LOSS) BEFORE MINORITY INTEREST 588,954,667 512,248,212 1,473,573.418 1,20%,581,236
MINORITY INTEREST (56,024 ROR) (54,410,792) (161,496,640} (154,544,141}
INCOME BEFORE TAX 532,029,971 457,837,420 1,312,481.778 1,085,037.005
PROVISION FOR INCOME TAX {137,055,235) (22,477,416} [283.423,095) [227.895.325)
MET INCOME 384,874,736 365,360,004 1,02%,058,683 827,137,766
RETAIMED EARMINGS, beg. 13,333,040,836 12,970,686,057 13,398,557,430 12,692,337,361
LESS: CASH DIVIDENDS {190,562,251) {186,741,585) (390,562,791} [350,171,051)
RETAINED EARMNINGS, end. 14,037,453,321 13,165,304,078 14,057,454,381 13,16%9,304,076
BASIC AND DILUTED EARNINGS PER SHARE 0.033 0.077 0.216 0.174
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SHANG PROPERTIES INC. AND SUBSIDIARIES
COMNDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE NINE {9) MONTHS ENDED SEPTEMBER 31, 2012 AND 2011

September 30, 2012 September 30, 2011

MNotes (Unaudited) {Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES

MNet Income before income tax
Adjustment far:

1,312,481,778

1,055,037,085

Depreciation and amartization 12,128,427 10,957,132
Share in profit (loss) of associate companies (12,081,102) 10,233
Cumulative translation adjustment (234,120} (70,990,667)
Reserved for acquisition of non-controlling interest-5LPC - (415,955,293}
Change in fair value of financial assets at FVPL (2,028,197} (2,603,5597)
Interest income (184,223,143) (93,489,262)
Interest expense 124 219,027 156,836,633

Operating income before working capital changes
(Increase) decrease in:
Receivables

1,249,281,669

153,601,461

©39,802,374

(823,305,554}

Construction in progress {386,386,529) {814,460,038)
Cther current assets 57,359,033 (142,384,142)
Condominium Units held for sale {217,244 990) -
Real Estate Properties held for sale 26,140 -
Increase (decrease) in:
Accounts payable and accrued expenses {208,274,530) 604,251,251
Accrued employee benefits (6,832,462) (10,405,247)
Deposits from tenants 126,335,606 {74,698,751)
Met cash generated from (used in) from operations 807,765,398 {621,200,077)
Income taxes paid (184,556,930) {214,756,795)
Interest received 184,223,143 93,489,262

Net cash from [used in) from operating activities

407,331,611

{742,467,610)

CASH FLOWS FROM INVESTING ACTIVITIES

Increase (decrease) in investments in associates 26,997,598 (114,418,307}
Increase in investments properties {110,996,997) (25,648,269)
Proceeds from bank loan 500,000,000 -

Dividends received 39,295,989 4,820,014
Decrease (Increase) in property and equipment {1g,950,110) (14,325,102)
Decrease {increase) in other assets (14,273,142) [6,722,767)
Net cash (used in) from investing activities 424,073,337 {156,294,431)

CASH FLOWS FROM FINANCING ACTIVITIES

Payment of loan principal

(568,780,953)

(277,114,28¢8)

Payment of interest {124,219,027) {156,836,633)
Cash dividends paid to:
Stockholders (279,502,246 (202,326,313)
Minority Stockholders of su bsidiary's {117,750,000) (47,100,000)
Net cash used In financing activities (1,050,252,225) (783,377,232)
MNET INCREASE (DECREASE) IN CASH 141,152,723 (1,682,139,273)
AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS
1 January 1,436,747,742 3,969,611,035

30 September

1,577,900,465

2,287,471,762

(See accompanying notes to consclidated financial statements)

10



SHAMG PROPERTIES INC. AND SUBSIDIARIES
AGING OF TRADE RECEIVABLES

AS OF SEPTEMEBER 20, 2012
FAGT DU
TOTAL
TENANTS RECEIVABLES CURRENT 1-30 DAYS 31-60 DAYS 51-90 DAYS 51-120 DAYS OWER 120
MALL TENANTS 158,672,563 149,103,530 4,842,379 1,771,610 1,029,061 469,210 1,456,773
EDSA SHANGRI-LAHOTEL & RESDRT 19,880,171 19,880,171
TECC TEMANTS 25,782,070 5,048,032 1,799,233 787,409 18,147,3%
INSTALLMENT CONTRACTS RECEIWABLES & OTHERS 1,060,302,874 1,060,202,674 /
1,264,537,678 1,234,734,607 6,541,612 2,559,018 19,176,457 469,210 1,456,773
..—...
f

Hate: |nstaliment Contracts Recaivables includes current and long-tenm pertion and are covered by post-dated checks from customers.

P. FORMOSD
eaturer

i




SHANG PROPERTIES INC.

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS AS OF AND
FOR THE NINE MONTHS ENDED 30 SEPTEMBER 2012 AND 2011

1. Basis of Preparation

The accompanying unaudited condensed consolidated financial statements have been
prepared in compliance with the Philippine Accounting Standards (PAS) 34, Interim Financial
Reporting.

The interim condensed consolidated financial statements do not include all the information
and disclosures required in the annual financial statements, and should be read in conjunction
with the Group's annual financial statements as of and for the year ended December 31,
2011,

The consolidated financial statements have been prepared under the historical cost basis,
except for investment properties, financial assets at FVPL and AFS financial assets that have
been measured at fair value. The financial statements of the Group are presented in Peso,
which is the Parent Company’s functional and presentation currency, with amounts rounded
to the nearest Peso unit.

. Accounting Policies

Changes in Accounting Policies
The accounting policies adopted in the preparation of the unaudited condensed financial

statements are consistent with those followed in the preparation of the Group's annual
financial statements for the year ended December 31, 2011, except for the adoption of new
Standards and Interpretations enumerated below.

Effective December 2012 Year End

« PAS 12 (Amended), Income Taxes — Recovery of Underiying Assets

The amended standard is effective for annual periods beginning on or after January 1,
2012. It clarifies the definition of deferred tax on investment property measured at fair
value. The amendment introduces a rebuttable presumption that deferred tax on
investment property measured using the fair value model in PAS 40, Investment Property,
should be determined on the basis that its carrying amount will be recovered through sale.
Furthermore, it introduces the requirement that deferred tax on non-depreciable assets
that are measured using the revaluation model in PAS 186, Property, Plant and Equipment,
always be measured on a sale basis of the assets.

Effective subsequent to December 2012 Year End

« PAS 1 (Amended), Financial Statement Presentation — Presentation of ltems of Other
Comprehensive Income
The amended standard is effective for annual periods beginning on or after July 1, 2012.
The standard changes the grouping of items presented in consalidated other
comprehensive income. ltems that could be reclassified (or ‘recycled’) to consolidated
profit or loss at a future point in time would be presented separately from items that will
never be reclassified.

+ PFRS 7 (Amended), Financial Instruments: Disclosures — Enhanced Derecognition
Disclosure Requirements
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The amended standard is effective for annual periods beginning on or after July 1, 2012.
It requires additional disclosures about financial assets that have been transferred but not
derecognized to enable the user of the consolidated financial statements to understand
the relationship with those assets that have not been derecognized and their associated
liabilities. In addition, the amendment requires disclosures about continuing involvement
in derecognized assets to enable the users to evaluate the nature of, and risks associated
with, the entity’s continuing involvement in those derecognized assets.

PFRS 7 (Amended), Financial Instruments: Disclosures — Qffsetting Financial Assets and
Financial Liabilities

The amendments to PFRS 7 are to be retrospectively applied for annual periods
beginning on or after January 1, 2013. These amendments require an entity to disclose
information about rights of set off and related arrangements (such as collateral
agreements). The new disclosures are required for all recognized financial instruments
that are set off in accordance with PAS 32. These disclosures also apply to recognized
financial instruments that are subject to an enforceable master netting arrangement or
‘similar agreement’, irrespective of whether they are set off in accordance with PAS 32.
The amendments require entities to disclose, in a tabular format unless another format is
more appropriate, the following minimum guantitative information for financial instruments
recognized at the reporting date:

a. the gross amounts of those recognized financial assets and recognized financial
liabilities; )

b. the amounts that are set off in accordance with the criteria in PAS 32 when
determining the net amount presented in the consolidated statement of financial
position;

¢. the net amounts presented in the consolidated statement of financial position,

d. the amounts subjected to an enforceable master netting arrangement or similar
agreement that are not otherwise included in (b) above, including:

i. amounts related to recognized financial instruments that do not meet some or all
of the offsetting criteria in PAS 32; and
ii. amounts related to financial collateral (including cash collateral); and
e, the net amount after deducting the amounts in (d) from the amounts in (c) above.

PFRS 10, Consolidated Financial Statements

The amended standard is effective for annual periods beginning on or after January 1,
2013. It replaces the portion of PAS 27 that addresses the accounting for consolidated
financial statements. It also includes the issues raised in SIC-12, Consolidation - Special
Furpose Entities. Moreover, the standard establishes a single control model that applies
to all entities including special purpose entities. The changes introduced by PFRS 10 will
require management to exercise significant judgment to determine which entities are
controlled, and therefore, are required to be consolidated by the Parent Company,
compared with the requirements that were in PAS 27.

PFRS 11, Joint Arrangements

The amended standard is effective for annual periods beginning on or after January 1,
2013. It replaces PAS 31, Interests in Joint Ventures and SIC-13, Jointly-controlled
Entities (JCEs) — Non-monetary Contributions by Venturers. It removes the option to
account for JCEs using proportionate consolidation. Instead, JCEs that meet the
definition of a joint venture must be accounted for using the equity method.

PFRS 12, Disclosure of Involvement with Other Entities

The amended standard is effective for annual periods beginning on or after January 1,
2013. It includes all of the disclosures that were previously in PAS 27 related to
consolidated financial statements, as well as all of the disclosures that were previously
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included in PAS 31 and PAS 28, Investments in Associates. These disclosures relate to
an entity’s interests in subsidiaries, joint arrangements, associates and structured entities.
A number of new disclosures are also required.

» PAS 28 Investments in Associates and Joint Ventures
The amended standard is effective for annual pericds beginning on or after January 1,
2013. As a consequence of the new PFRS 11 and PFRS 12, PAS 28, Invesiments in
Associates, has been renamed PAS 28, Investments in Associates and Joint Ventures,
and describes the application of the equity method to investments in joint ventures in
addition to associates.

¢ PFRS 13, Fair Value Measurement
The amended standard is effective for annual periods beginning on or after January 1,
2013, It establishes a single source of guidance under PFRS for all fair value
measurements. PFRS 13 does not change when an entity is required to use fair value, but
rather provides guidance on how to measure fair value under PFRS when fair value is
required or permitted.

= PAS 19 (Amended), Employee Benefits
The amended standard is effective for annual periods beginning on or after July 1, 2013.
The numercus amendments to PAS 19 range from fundamental changes such as
removing the corridor mechanism and the concept of expected return on plan assets to
simple clarifications and re-wording.

» PAS 27, Separate Financial Statements
The amended standard is effective for annual periods beginning on or after July 1, 2013.
As a consequence of the new PFRS 10 and PFRS 12, what remains of PAS 27 is limited
to accounting for subsidiaries, JCEs, and associates in separate financial statements.

» Philippine Interpretation IFRIC 15, 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 upan
completion, except when such contract qualifies as construction contract to be accounted
for under PAS11, Construction Confracts, or involves rendering of service in which case
revenue is recognized based on stage of completion. Contracts involving provision of
service with the construction materials and where the risks and rewards of ownership are
transferred to the buyer on a continuous basis will also be accounted for based on stage
of completion. The SEC and the Financial Reporting Standards Council (FRSC) have
deferred the effectivity of this interpretation until the final Revenue standard is issued by
International Accounting Standards Board (IASB) and an evaluation of the requirements
of the final Revenue standard against the practices of the Philippine real estate industry is
completed.

« Philippine Interpretation IFRIC 20, Stripping Costs in the Production Phase of a Surface
Mine
This interpretation becomes effective for annual periods beginning on or after January 1,
2013. It applies to waste removal costs that are incurred in surface mining activity during
the production phase of the mine (“production stripping costs”) and provides guidance on
the recognition of production stripping costs as an asset and measurement of the stripping
activity asset.

Effective December 2015 for adaption by the Group on fiscal year ending December 31, 2015

« PFRS 8, Financial Instruments: Classification and Measurement
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The amended standard is effective for annual periods beginning on or after January 1,
2015. It reflects the first phase of the work on the replacement of PAS 38, Financial
Instrument. Recognition and Measurement, and applies to classification and
measurements of financial instruments as defined in PAS 39. In subsequent phases,
hedge accounting and impairment of financial assets will be addressed. The completion
of this project is expected over the first half of 2012. The adoption of the first phase of
PFRS 9 will have an effect on the classification and measurements of the Group's
financial assets, but will potentially have no impact on classification and measurements of
financial liabilities. The Group will quantify the effect in conjunction with the other phases,
when issued, to present a comprehensive picture.

3. Basis of Consolidation
The interim condensed consolidated financial statements comprise the financial statements of
the Parent Company and its subsidiaries as of September 30, 2012 and December 31, 2011
and for the nine (9) months ended September 30, 2012 and 2011.

The financial statements of the subsidiaries are prepared for the same reporting period as the
Parent Company, using consistent accounting policies. All intra-group balances, income and
expenses, and unrealized gains and losses resulting from intra-group transactions are
eliminated in full.

The Company has no seasonality or cyclicality of interim operations.

4. Segment Information

The Group's operating businesses are organized and managed according to 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 Group has operations only in the Philippines.
As of September 30, 2012, the Group derives revenues from two main segments as follows:

Property Development
This business segment pertains to the sale of condominium units from the Projects.

Leasing

This business segment pertains to the leasing operations of the Shangri-La Plaza Mall
(Shangri-La), The Enterprise Center (TEC) and its related carpark operations. [t also
includes leasing of a portion of the Parent Company's land to Edsa Shangri-La Hotel and
Resort, Inc. (ESHRI), an affiliate through interlocking directors.

Others
Other business segments pertain to property management services, freight forwarding and
logistics services, and the results of operations of real estate entities and BVl companies.

Revenue solely came from transactions with third parties. There is no transaction with a
single external customer that amount to 10% or more of the Group’s aggregate revenues.

The segment assets, liabilities and results of operations of the reportable segments of the
Group as of and for the six months ended September 30, 2012 are as follows:
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Property

Devalopmant Leasing Othars Total
Revenus/salas F 2052531980 R 1352406167 - P 3404938127
Cost of sales/sarvice {1,672 688,508) = = (1,672 886.908)
Gross profit 375,643,032 1,252 &08 157 - 1,732,048 218
Cinama - 40,481 446 - 40,481 445
15,878,251 71,842 958

Other income 15,083,139 40,981,508

(27,2158,804) (150,878,170}
Staff costs (119,542 B36) (4,014, 630)
Genaral and (57 .663,856) (150,474, 220)
administrative expenseas (91,118,428) (1,691,939)
Taxes and licenses (24 763,144) {58,116,838) (338,123) {114,218,210)
Unreimbursed shara in

COMMan expenses - 2,288 885 - 2,298,895

Ingurance (77.625) (8,793,183) {18, 538) [8,880,747)
Depreciation and amartization (825,579 (11,447.278) ___(55.570) (12128,427)
Segment results 285,072,470 1,080, 251,016 34 B62 255 1,410,185,741
Interest income 161,321,182 22 426 406 475 555 184,223 143
Foreign exchange gain (lnss) (1,762,243 {482,226 (17,860} (2,262,136)
Share in net income of associates = {16,825) 12,077 331 12,081,102
Intarast (E628,088) (125,595, 884) (2.480) (130,228,432}
Prowvizion for income tax (101,018,832) (180,963,798} {1,432, 485) (283,423,005)
Met incoma far the yaar B 342,883,502 F 8501609684 F 45962136 F 1.150,555,323
Sagmant assats F E583,718,0685 P 22,747,080,508 F 3,318,991,509 P32 650,790,571
Associale company - 1415525798  1,038,338,309 2,453,865,107
Total assels F 5583 718.063 241682607 306F 4,358,330,218 35 104 655 678

Segment liabilities

F 5205478623 F 4659197358 F 2757582037

P12 532,268,021

Capital expenditures FBE0858 F 16,080,153 - F 16,950,110
The segment results as of and for the year ended December 31, 2011 follows:.
Property
Development Leasing : Others Taotal

Fevenue'salas F 823,571,891 P 1,601,157,382 - F 2,424,729 283
Cost of sales/senvice (B03,537,998) - — (B03,537,838)
Gross profit 20,033,683 1.801,157,352 - 1,821,191,285
Cinema - 52,709,249 - 52,705 248
|mcraasa in fair value of

Investment property 48,800,000 535,907,502 91,618,220 676,325,722
Other income 813,702 60,574,356 37,145,197 106,851,255
Staff costs (36,837 616) (158,246,761} (8,510.,794) (203,595,171)
General and administrative expansas (50,016,880) (97,232,373) (5.555.432) (152,804 BSE5)
Taxes and licanses (13,483 ,805) (121,702,431) (201,468) (135,397 70Z)
Provision for impairmant of goadwill - (384 926, 466) - (394,926,466
Ingurance {101,431} (13,375,776) (2.181) (13,479,388}
Cepreciation and amartization {560,084) {14,538 827) (164,717) (15,264, 728)
Segment rasults (23,044,201) 1,650,324 765 114,328,827 1,741,608 351
Interest income 245 844 183 40,239,736 38,607 457 325,491,418
Share in nat income of associates - - 19,966,558 18,966,558
Foreign exchange gain (loss) — net 12,992,733 278,274 (13,212 664) 56,343
Interest expenses and bank charges (245, D54) (209,453.143) (3.637,400) (213,338,507}
Pravision far income tax {255,248 T52) {265 370,677) 5,835,542 (514,784 TET)
Met income for the year B {15,503,001 F1,216,016955 F 161,688 460 B 1,382,002,414

Segment assets FS,007 540, 686 226794962218 R 3375458336 Fo1.982.991.241
Associate company - 1.418.473.010 1,061,888 685 2,480.862,705
Taotal assels F 6,007,540,686 P23.998,966.225 P 4,437 348031 F 34443853046
Segment liabiltties P 4,826,502,010 F4.405 758,443 F 3,.421,214,245 F 12653474 6398
Gapital expendituras P 2107880 B 42 151,380 P 183333 P 44,442 388

Inter-segment transactions are entered into under the normal commercial terms and conditions
that would also be available to unrelated third parties.

Secondary Reporting Format - Geographical Segments

It is not necessary to present geographical segmentation as all revenues are derived from one
principal place of business which is Metro Manila.
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5. Associate companies

The breakdown of investment in associates is as follows:

Sky Lelsure Properties Inc.
Exchange Properties
Other investment

| Carrying value of investment in associates as of 30 September 2012

Investment and advances for future stock subscription:
Shang Global City Properties Inc.
Fort Bonifacio Shangri-la Hotel & Resort Inc.
Associate acquired thru the merger:

Pesos

1,415,134,419
624,864,936

338,909,570
74,563,802
392,379

5 453865107

6. Property and equipment

The movements of the account can be analyzed as follows:

Building and

| Furnltur?,_i:iwturas

7. Bankloan

building ?nm;fg”i':: | and other Office Tatal
impravemant 5 | Equipment
Met book value as at 1 Januwary 2012 Php 30,345,680 Php 30485252 | Php 60.831,982
Additions 1,763,075 1,280,638 13,906,399 ~ 16,950,110
Cepraciation _[1.551.997) [10,576,426) {12 128 436)
Reclassification/disposal (60,610% (488.837) (530.247)
Met boak valua as at 30 September 2012 20,497,143 1,280,838 33,345,815 65,123 400

A total of B568.8M was paid from the B4.3B bank loan balance as of 31 December 2011 and
proceeds from new loan amounting to BS00M to finance the Group’s various projects.

8. Dividends

On 17 February 2012 and 30 August 2012, the Company declared cash dividends amounting to
F200,000,540 or R0.042 per share and B190,562,359 or R0.040 to all stockholders of record as
of March 5, 2012 and September 15, 2012 to be taken out from the unrestricted retained earnings

of the Parent Company as of December 31, 2011 and June 30, 2012, respectively.

9. Related party transactions

Significant related party transactions are as follows:

a. A portion of the Parent Company's land is being leased by ESHRI, where the latter's Edsa
Shangri-La Hotel is located. The lease is for a period of twenty-five years commencing on
28 August 1992, renewable for another twenty-five years at the option of ESHRI.

b. On January 1, 2001, the Parent Company entered into a cost sharing agreement with KSA
and SLPC for the services rendered by the officers of the Parent Company to them.

¢. On May 6, 2008, the Parent Company acquired from MBRI, an affiliate through interlocking
directors, 6.05% stake in the capital stock of Brown Swallow Development Corporation
(BSDC), Green Mangrove Realty, Inc. (GMRI) and Clavall Realty Corporation (CRC),

subsidiaries of MBRI, as follows:
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MNo. of Shares

Amount

BSDC
GMRI
CRC

On the same date, NCRI purchased 285,513 redeemable shares of stock of Mactan Shangri-

121
61

12,100

R30,189,863
14,171,565
6,208,113

La Hotel and Resort, Inc. from MBRI amounting to R408,499,875.

These investments were presented as part of AFS financial assets.

d. SPMSI provides management services for TSGT of The Shang Grand Tower Condominium
Corporation (TSGTCC), for TEC of The Enterprise Center Condominium Corporation
(TECCC), and for TSFSP of TSFSPCC for a minimum period of five years starting January 7,
2007, January 7, 2009 and April 3, 2009, respectively. As consideration, SPMSI shall receive
from TSGTCC, TECCC and TSFSSPCC management fees of B100,000, P400,000 and P
100,000, respectively, per month, inclusive of VAT, with an escalation rate of 10% per annum.
TSGTCC, TECCC and TSFSPCC are affiliates through interlocking directors.

e. Unsecured, noninterest-bearing receivables and payables between related parties.

10. Subsequent events

There are no significant subsequent events that happened as of September 30, 2012 that

needs disclosure herein.

11. Commitments and contingencies

A contingent liability in respect to the pending litigations of the Company described in Note 30
of the 2011 consolidated financial statements still exist as of the date of these condensed

consolidated financial statements.

12. Financial Instruments and Financial Risk Management

Financial Instruments

The following tables set forth the carrying values and estimated fair values of the Group's
financial assets and financial liabilities recognized as of September 30:

2012

Carrying Value

Fair Value

Financial Assets:
Cash and cash equivalents

F1,577,500,465

B1,577,200,465

Financial assets at FVPL 30,268,784 30,368,784
Receivables 1,264,537,678  1,264,537,678
AFS financial assets 500,812,842 500,912,842
Refundable deposits 43,847,864 43,847,864
B3,417 567,633 ®3,417,567,633
Financial Liabilities:
Accounts payable and other current ] B
liabilities 1,912,625,090 1,812,525,080
Bank loans 4,234,638,095 4,234,638,085
Deposits from tenanis 736,182,248 736,182,248
]

6,883,345,432 R 6,883,345432

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:
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Cash and Cash Equivalents, Receivables other than Installment

Confracts Receivable, and Accounts Payable and Other Current Liabilities

Due to the short-term nature of cash and cash equivalents, receivables other than installment
contracts receivable, and accounts payable and other current liabilities, the carrying values of
these accounts were assessed to approximate their fair values.

Financial Asssts at FVPL

The fair valug of financial assets at FVPL is based on quoted market prices at the reporting
date. The guoted market price used for financial assets held by the Group is the current bid
prices.

Installment Coniracts Receivable

The fair value of installment contract receivables approximates the carrying value as the
interest rates they carry approximate the interest rate on comparable instruments in the
market.

Refundable Deposits and Deposits from Tenants

The fair value of refundable deposits and deposits from tenants was based on the present
value of estimated future cash flows using the interest rate prevailing as of the reporting
date. The carrying value of refundable deposits approximates its fair value.

Bank Loans
The carrying value of the bank loans with variable .interest rates approximates fair value
because of recent and quarterly repricing based on market conditions.

Fair Value Hierarchy

The Group's financial instruments that are carried at fair value are financial assets at FVPL
and AFS financial assets. As of September 30, 2012 and December 31, 2011, the fair
values of financial assets at FVPL and AFS financial assets are determined and disclosed
using Level 1 inputs, which are quoted prices in active markets for identical assets.

Financial Risk Management Objectives and Policies

The Group’s principal financial instruments comprise of cash and cash equivalents, financial
assets at FVPL classified as held for trading, lcans and receivables and other financial
liabilities which are held primarily to finance the Group's operations and capital
expenditures. The Group's financial instruments such as cash and cash equivalents, trade
receivables and payables arise directly from the conduct of its operations.

The main risks arising from the use of financial instruments are interest rate risk, foreign
currency risk, equity price risk, credit risk and liquidity risk.

Risk management is carried out by the Group’s management under policies approved by the
Board. The Group's management identifies and evaluates financial risks in close

cooperation with the Group's operating units.

The main objective of the Group's financial management risk is to minimize the potential
adverse effects of the unpredictability of financial markets on the Group'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 fair values of financial instruments. The following table sets out the cash
flows, by maturity, of the Group's financial instruments that are exposed to interest rate risk

as of September 30, 2012:
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Within T2 203 Jto4 4te s Over 5

1 Year Years Years Years Years Years Total
Agsel
Cash and cash FF B F B
equivalents 1,577,500,485 = = - - = ®1.577,800 485
Liabilities:
Bank Loans 238,204,782 952,880,952 G47610,048 583,333,333 604,166,667 1,204,323, 333 4,234 638,095
Interest rate PHIREF + FHIREF+ PHIREF+ PHIREF+ PHIREF+  PHIREF + FHIREF +
0.75% 0.75% 0.75% 0.75% 0.75% 0.75% 0.75%

The Group's interest rate risk management policy focuses on reducing the overall interest
expense and exposure to changes in interest rates. Changes in market interest rates relate
primarily to the Group's interest-bearing loans with fleating interest rate as it can cause a
change in the amount of interest payments.

Interest on financial instruments classified as floating rate is repriced at intervals of less
than one year. Interest on financial instruments classified as fixed rate is fixed until the
maturity of the instrument. The other financial instruments of the Group that are not included
in the table above are non-interest bearing and are therefore not subject to interest rate risk.
Group invests excess funds in short-term placements in order to mitigate any increase in
interest rate on borrowings.

The following table represents the impact on the Group’s income before income tax and
equity brought about by a reasonably possible change in interest rates, with all other
variables held constant as of September 30, 2012 until its next financial reporting date:

Effaect on
Change in Income before
Interest Rate Income Tax
Increase by 1.14% R 48,274,874
Decrease by 1.14% (R 48,274,874)

There is no other effect on the Group's equity other than those already affecting the profit or
loss.

Foreign Exchange Risk

Foreign exchange risk is the risk to earnings or capital arising from changes in foreign
exchange rates. The Group’s foreign exchange exposure arises from holding foreign
currency denominated cash and cash equivalents and purchases of some materials used in
the construction of the Projects billed in foreign currencies. In order to balance this
exposure, the Group maintains foreign currency denominated accounts in a reputable
commercial bank. The Group does not enter into derivatives to hedge the exposure.

The Group has cash and cash equivalents denominated in US$ and HK3. However, the
Group’s management has assessed that the effect of the reasonable possible change in the
foreign exchange rate in HK$ is insignificant to the consolidated financial statements.

Equity Price Risk

Price risk is the risk that the fair values of equity securities will fluctuate because of changes
in the level of indices and the value of individual stocks. The Group is exposed to equity
security price risk because of its investments, which are classified in the consolidated
statements of financial position as financial assets at FVPL and AFS financial assets. The
Group’s management has assessed that the effect of the reasonably possible change in the
fair value of its financial assets at FVPL and AFS financial assets are insignificant to the
consolidated financial statements.
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Credit Risk

Credit risk is the risk that the Group will incur a loss because its counterparties failed to
discharge their contractual obligations. The Group has no significant concentrations on
credit risk. Sales of residential condominium units that are on installment basis are
supported by post-dated checks from buyers. Titles to properties sold are not released
unless full payment is received. In the case of leasing operations, tenants are subject to
credit evaluation and are required to put up security deposits and pay advance rentals, if
necessary.

The table below shows the maximum exposure to credit risk for the components of the
financial position:

2012
Cash and cash equivalents R 1,5677,900,465
Financial assets at FVPL 30,368,784
Loans and Receivables:
Rent 99 171,442
Installment contracts receivable 260,146,127
Advances to contractors and suppliers 817,256,305
Deposit for future projects =
Related parties 14 574,124
Officers and employees 1,879,865
Interest 916,694
Others 70,583,121
AFS financial assets 500,912,842

B3,373,719,769

The following table provides information regarding the credit risk exposure of the Group by
classifying its financial assets according to the Group’s credit ratings of debtors as of
September 30, 2012;

Meither Past Due  Past Due or

nor Impaired Impaired Total
Cash and cash equivalents B 1,577,000485 B - F 1,577,900,465
Financial assets at FVPL 30,368,784 30,368,784
Receivables
Rental 89,171 442 98,171,442
Installment contracts receivable™ 260,146,127 260,146 127
Advances to contractors and 817,256,305 817,256,305
suppliers = -
Deposit for future projects
Related parties 14,574,124 14,674,124
Officers and employees 1,879,865 1,879,865
Interest 916,694 816,694
Cthers 70,693,121 5,836,410 76,429 531
AFS financial assets 500,912 842 500,812,842

P 33737197680 PR 5836410 F3,379,556,179

The credit quality of financial assets was determined as follows:

Cash and cash equivalents, financial assets at FVPL and AFS financial assets — based on
the nature of the counterparty and the Group's internal rating system.

Receivables — satisfactory pertains to receivables from existing and active tenants,

customers, contractors, suppliers, related parties, counter parties, officers and employees
while unsatisfactory pertains to receivables from tenants, customers, contractors, suppliers,
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related parties and counter parties that have already ceased their respective operations and
officers and emplayees that are no longer employed by the Group.

Financial instruments classified under “neither past due nor impaired” include high grade
credit quality instruments because there was few or no history of default on the agreed
terms of the contract. “Past due and impaired” pertains to those financial instruments that
are long outstanding and has been provided with allowance for impairment loss.

Liquidity Risk

Liquidity risk is defined as risk that the Group could not be able to settle or meet its
obligations on time or at a reasonable price. The Group maintains sufficient cash and
marketable securities in order to fund its operations. The Group monitors its cash flows and
carefully matches the cash receipts from its condominium sales and leasing operations
against cash requirements for its construction activities. The Group utilizes its borrowing
capacity if necessary to further bolster its cash reserves. The Group does not enter into
derivatives to manage the impact of volatility in interest rates.

The table below summarizes the maturity profile of the Group's financial liabilities based on
contractual undiscounted payments as of September 30, 2012:

Within 1 year 1 ta 3 years 3 {o 5 years Cwvar 5 years Tatal

Accounts payable and other
current lighilities R1.812,525080 W - B - F - F1,912,525.090
Bank loans 238,204,762 2,1823.933,334 1,270,833333 541 666,666 4,234 635,090
Deposits from tanants 351,908,187 384,273,080 - 736,182,248

B2,502.539,048 F2568,206,384 P1,270,833,333  PS541,885.888 Ps5,883,345 433
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