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SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-Q (Amended)
QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE
SECURITIES REGULATION CODE

1. For the quarterly period ended ;30 Septembéjr 2016

2. Commission Identification Number 1_45490

3. BIRTaxIdentification 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_:oif;organization: Not Applicable

6. Industry Classification Code: [~ ] (SECUseOnly)
Administration Offices, 5™ Level, Shangri-La Plaza, EDSA corner Shaw Boulevard,
Mandaluyong City - 1550

7. Address of issuer’s principal office Postal Code

(632) 370-2700
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 to Sections 8.and 12 of the SRC, or Sections 4 and 8 of the RSA.

4 : ';-'Numberof shares of common stock
Title of each Class . ...... outstanding and amount of debt outstanding
Common Stock 7 4764,056,287 common shares

11. Are any or all of the securities listed on Ié ZVStoc‘Ii(”EV);cha;nge?
Yes[x] No[ ] ‘
If yes, state the name of such Stock Exéﬁéngé'and Vth.'gcléssfes of securities listed therein:
Phiippine Stock Exchange.
12. Indicate by check mark whether the registrant: :

(a) Has filed all reports required to be ﬁléd by Section ‘1? 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] Nol[ ]



(b) has been subject to such filing require;mehts_for thé'past ninety (90) days.

Yes[x] No [ ]‘

PART 1 - FINANCIAL IN:FORMATION
ltem 1. Financial Statements
Please see attached.

ltem2. Management's Discussion-""a':nd_: Ahaly'Sié'df Financial Condition and Results of
Operations : :

Please see attached.
" 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.

Issuer
By: 4
,=-/" =y
KARLO MAMSTAVILLO KIN SUN ANDREW
Treasurer/Chief Financial Officer ) Group Financial Comptroller

Date of Signing: 11 November 2016



PART 1 - FINANCIAL INFORMATION

Item 1. Management Discussion and Analysis of Financial Condition and Results of Operations

Key Performance Indicators

September 30 September 30 | Change

2016 2015
Turnover (Php M) 7,526.6 6,090.2 23.59%
Profit attributable to shareholders ~ (Php M) 1,947.1 1,958.7 -0.59%
Earnings per share (Php Ctv) 0.409 0411 -0.59%
Net asset value per share (Php) 5.688 5.667 0.38%
Debt to equity ratio (Ratio) 0.887:1 0.793:1 11.81%

¢ Turnover consists of condominium sales, rental revenue, hotel operations and other income. For
the nine (9) months ended September 30, 2016, the Group’s consolidated revenues amounted to
P7.526.6 M (million), higher by P1,436.4M or 23.59% from P6,090.2M of total revenues
realized in the same period last year. The condominium sales showed a net increase of P502.9M
mainly due to higher sales of various condominium projects. Rental revenue increased by
P40.9M mainly due to rental escalation and higher rental yields of The Enterprise Center as
compared to the same period last year. In 2016, Shangri-La at the Fort commenced its hotel
operations and contributed revenue amounting to R794.2M. Interest income and other income
increased by P98.4M.

e Profit attributable to equity holders of Parent Company amounted to
P1,947.1M, lower by P11.6M or 0.59% compared with the same period last year.

e Earnings per share showed a negative variance of 0.59% to £0.409 from last year’s P0.411.

* Netasset 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 0.38% mainly due to the higher equity 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
0.887:1 as of September 30, 2016 and 0.793:1 as of September 30, 2015,



Financial Condition

Total assets of the Company amounted to P61.5B (billion), an increase of P2.2B from total assets of
P59.3B in December 31, 2015. The following are significant movements in the assets:

Increase in cash and cash equivalents by P404.7M mainly due to collection from the sale of
condominium units and availment of bank loan for new project.

Increase in receivables by P607.4M mainly due to the increased sales of condominium units of
various projects in 2016 and increase in advances to contractors for the on-going condominium
projects.

Decrease in properties held for sale by P802.5M mainly due to recognition of units sold of
various condominium projects.

Decrease in real estate development projects by R4,995.5M mainly due to the completion of
Shangri-La at the Fort hotel project. The cost of properties was reclassified as property and
equipment.

Increase in property and equipment by P6,538.6M mainly due to completion of hotel project.
The cost was reclassified from real estate development projects.

Recognition of goodwill amounting to P146.7M (excess acquisition cost over fair value of net
assets) as a result of the acquisition of additional ownership interest in a subsidiary.

Increase in deferred tax assets by P97.5M was mainly due to the difference in method of
accounting the gross profit on sale of condominium units between financial statements reporting
and income tax reporting. Sale of condominium units in 2016 was recognized for income tax
reporting, while percentage of work completed was recognized in the financial statements. The
difference between the two methods resulted in the recognition of deferred tax assets.

Current ratio is 1.96:1 as of September 30, 2016 from 2.05:1 as of December 31, 2015.

Total liabilities increased by P1.9B from £27.0B in 2015 to P28.9B in 2016 due to the following:

Increase in accounts payable and other current liabilities by P978.9M due to additional payable
to contractors for the construction of various projects.

Increase in bank loans due to additional loan availment of Shangri-La at the Fort amounting to
P694.8M.

Increase in dividends payable by P216.0M due to the declaration of cash dividends on
September 14, 2016 amounting to P335.5M to all stockholders of record as of September 30,
2016.

Decrease in deferred lease income by R3.4M mainly due to lower rates used to revalue the
rental deposits of the Enterprise Center to 2.1% this year from 2.4% in 2015. The difference
between the discounted and face value of the deposits was recognized as deferred lease income
and was amortized on a straight-line basis over the lease term and recognized in the profit or
loss as additional rent income,



Item 2. Information required by Part I11, Paragraph (A) (2) (b) of “Annex C” of SRC Rule 12

o  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.

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.

*  There are no material changes in periodical reports.

® There are no seasonal aspects that had a material effect on the financial statements.
Item 3. Other Required Disclosures

A.) 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, 2015.

B.) 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.

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

D.) 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.

E) There are no significant events happened subsequent to September 30, 2016 up to the date of
this report that needs disclosure herein.

F.) 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 Financial Statements
September 30, 2016 and 2015



SHANG PROPERTIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(Amounts expressed in Php)

Unaudited Audited
September 30 December 31
Notes 2016 2015
ASSETS
Current Assets
Cash and cash equivalents 4,445,887.846 4,041,169,742
Financial assets at fair value through profit or loss 36,204,620 34,882,100
Receivables 2,779,806,276 2,172,434,657
Properties held for sale 6,358,266,364 7,160,774,272

Input tax and other current assets

1,730,888,127

1,765,695,509

Total Current Assets 15,351,053,234 15,174,956,280

Noncurrent Assets
[nstallment contract receivable - net of current portion 660,986,703 660,986,703
Investment in associates and joint venture 4 494,655,358 491,948,350
Investment properties 28,398,217,396 28,178,567,875
Real estate development projects 8,581,436,834 13,576,917,290
Available-for-sale financial assets 504,872,842 504,872,842
Property and equipment 5 6,673,853,379 135,297,925
Goodwill 416,580,156 269,870,864
Deferred income tax assets 333,360,682 235,860,271
Other noncurrent assets 61,407,059 63,411,421

Total Noncurrentl Assets

46,125,376,409

44,117,733,541

TOTAL ASSETS

61,476,429,643

59,292,689,821

LIABILITIES AND STOCKHOLDERS’ EQUITY

Current Liabilities
Accounts payable and other current liabilities
Current portion of:

6,536,315,472

5,557,385,891

Installment payable 153,152,398 153,152,398

Bank loans 6 133,333,333 867,751,562

Deposits from tenants 477,494,580 477,494,580

Deferred lease income 6,520,818 6,520,818
Income tax payable 176,892,356 183,238,555
Dividends payable 364,505,607 148,464,960
Total Current Liabilities 7.848.214,564 7,394,008,764

Non-Current Liabilities
Installment payable - net of current portion 661,271,597 709,915,105
Accrued employee benefits 50,727,524 49,815,160
Bank loans- net of current portion 6 13,025,746,154 11,596,577,925
Deferred income tax liabilities 6,730,603,041 6,688,462,938
Deposit from tenants - net of current portion 565,040,561 538,150,247
Deferred lease income - net of current portion 10,781,643 14,176,917
Total Noncurrent Liabilities 21,044,170,519 19,597,098,292
Total Liabilities 28,892,385,083 26,991,107,056
Stockholder’s Equity
Capital stock:

Common stock - P1 par value 4,764,058,982 4,764,058,982
Additional paid-in capital 834,439,607 834,439,607
Treasury shares (6,850,064) (6,850,064)
Other components of equity (7.256,402) (7,126,043)
Retained eamings 21,507,859,545 20,346,650,494
Equity attributable to non-controlling interest 5,491,792,892 6,370,409,789

Total Equity 32,584,044,560 32,301,582,765
TOTAL LIABILITIES AND EQUITY 61,476,429,643 59,292,689,821

(See accompanying notes to consolidated financial statements)



SHANG PROPERTIES INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARNINGS

UNAUDITED

UNAUDITED
FOR THE THREE (3) MONTHS FOR THE NINE (9) MONTHS
ENDED
30-Sept-16 30-Sept-15 30-Sept-16 30-Sept-15

INCOME
Condominium sales 1,513,175,270 1,296,202,858 4,375,147 467 3,872,253,507
Rental 668,495 861 651,297,048 2.021,709.896 1,980,859,345
Hotel operations 421,332,321 - 794,193,147 -
Others 114,559,938 72,014,593 335,501,013 237,060,069

2,717,563,390 2,019,514,498 7,526,551,523 6,090,172,921
EXPENSES
Cost of condominium sales 818,607,436 683,773,014 2,462,107 809 2,143,185,558
Cost of hotel operations 498,712,136 . 1,150,622 342 -
General and administrative 162,782,328 205,936,802 423,742 487 458,956,237
Taxes, licenses and fees 47,719,686 63,241 949 158,575,442 183,302,138
Unreimbursed share in common

expenses 5,331,173 9917,257 10,573,890 35,635,142
Depreciation 4,585,112 5,953,099 14,021,884 17,038 534
Insurance 6,964,915 5,185,104 17,288,871 14,042,326
Interest and bank charges 35,779,089 35,811,081 111,089,796 139,399,932

1,580,481,875 1,010,195,895 4,348,022,520 2,991,937 456
INCOME BEFORE SHARE IN LOSS OF

AN ASSOCIATE COMPANY 1,137,081,515 1,009,318,603 3,178,529,003 3,098,235 465
SHARE IN LOSS OF AN ASSOCIATED

COMPANY (795.676) (1,223.465) (3,292,987) (3,760,510)
INCOME BEFORE TAX 1,136,285,839 1,008,095,138 3,175,236,016 3,094 474 955
PROVISION FOR INCOME _

TAX (212,773,719) (255,545,966) (714,035,674) (765,028,557)
INCOME BEFORE MINORITY INTEREST 923,512,120 752,549,173 2,461,200,342 2,329,446,398
MINORITY INTEREST (229,133,265) (116,849 860) (514,124,730) (370,764,560)
NET INCOME 694 378,855 635,699,313 1,947 ,075.612 1,958,681,838
RETAINED EARNINGS, beg. 21,146,964 819 19,153,154,623 20,346,650,494 18,234,935,327
LESS: CASH DIVIDENDS (333,484,129) (333,334,424) (785,866,561) (738,097,652)
RETAINED EARNINGS, end. 21,507,859,545 19,455519,513 21,507 859 545 19,455,519,513
BASIC AND DILUTED EARNINGS

PER SHARE 0.15 0.13 0.41 0.41

(See accompanying notes to consolidated financial statements)




SHANG PROPERTIES INC. & SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
(Amounts expressed in Php)

(Unaudited)
Additional Treasury Other components Retained Non-controlling
Notes Capital stock paid-in capital stock of equity earnings Interest Total
Pesos Pesos Pesos Pesos Pesos Pesos Pesos
Balance as of 1 January 2015 4,764,058,982 834,439,607 (6,850,004) (8,046.511) 18,234,935,328 3,965,795,878 27.784,333,224
APIC from Consolidation of SFBHI
and SGCHI - (6,706,915) - - - - (6,706,915)
Conversion of deposits to preferred
stocks - - - - - 1,958,999.000 1,958,999,000
Cumulative translation adjustment - - - (4,814.926) - - (4.8 l4,92€)
Cash dividends 7 - - - - (738,097,652) (188,400,000) (926,497,652)
‘Net income for the period = e - S - 1,958,681,834 370,764,560 2,329,446,394
: 1. Baldiice as of 30 September 2015 4,764,058982 " 827,731,692 . . (6850064). . .. . (12,861.437) 19,455,519,514 6,107,159,438 31,134,759,125
T L IBalance as of 1 January 2016 - 4764058982 . 834,439,607 (6.850,064) " 1. . (7,126,043) - -20,346.650,49 16,370,409,789’ -+ 32,301,582,765
Cumulative translation adjustment - - - S (130,359 A em, CoE A T (130,359)
Acquisition of non-controlling interest - - - S i - C o (1,272,901,627) - (1,272,901,627)
/... _ Cashdividends 7 - - - (785.866,561) - (119,840,000) (905,706,561)
____-Netincome for the period - - - - 1,947,075,612 514,124,730 2,461,200,342
~_ Balance asof 30 September 2016 4,764,058,982 834,439,607 (6,850,064) (7,256.402) 21,507,859,545 5,491,792,892 32,584,044,560

(See accompanying notes to consolidated financial statements)



SHANG PROPERTIES INC. & SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Amounts expressed in Php) '

September 30, 2016 September 30, 2015
. (Unaudited) (Unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income before income tax 3,175,236,016 3,094,474,955
Adjustment for:
Interest income (192,660,026) (146,846,211)
Interest expense 105,505,183 131,861,544
Depreciation and amortization 14,021,884 17,038,534
Share in loss of associate companies 3,292,987 3,760,510
Dividend income (22,127,655) (3.811,272)
Unrealized foreign exchange gains - net (5,960,313) (5,914,726)
Change in fair value of financial assets at FVPL (1,322,521) (517,981)
Cumulative translation adjustment (130,359) (4,814,926)
Operating income before working capital changes 3,075,855,196 3,085,230,426
Decrease (increase) in: :
Receivables (607,371,620) 826,666,637
Properties held for sale 802,507,909 (6,732,177)
Input tax and other current assets - 34,807,382 47,521,098
Increase (decrease) in: :
Accounts payable and other current liabilities 569,720,109 34,660,265
Deferred lease income (3,395,274) (6,040,113)
Accrued employee benefits 912,364 28,426,307
Net cash generated from operations 3,873,036,065 4,009,732,442
Income taxes paid (433,090,316) (490,181,708)
Interest received 194,517,258 146,357,603
Net cash provided by operating activities 3,634,463,007 3,665,908,338
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to:
Investment properties (219,649,520) (332,316,241)
Property and equipment (2,359,514,013) (14,450,637)
Investment in associates (2,707,008) (4.739.490)

Acquisition of additional interest on a subsidiary

(1,253,988,768)

Decrease (increase) in real estate development projects 655,023,264 (1,295.606,605)
Decrease (increase) in other assets 2,004,363 (48.712,133)
Dividends received 22,127,655 3,811,272

Net cash used in investing activities (3,156,704,027) (1,692,013,833)

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from loan availment, net of debt issue costs
Payments of:

Loan principal

Interest
Cash dividends paid to stockholders
Increase in deposits from tenants

694,750,000

(110,975.587)
(689,665,915)

1,483,787,500

(1,895,833,333)
(144,212,069)
(921,129,570)

26,890,315 16,308,228

Net cash used in financing activities (79,001,187) (1,461,079,244)
EFFECTS OF EXCHANGE RATE CHANGES ON CASH

AND CASH EQUIVALENTS - 5,960,313 5,914,726
NET INCREASE IN CASH AND CASH EQUIVALENTS 404,718,104 518,729,987
CASH AND CASH EQUIVALENTS

AT BEGINNING OF YEAR 4,041,169,742 2,911,004,819
CASH AND CASH EQUIVALENTS AT END OF YEAR 4,445,887,846 3,429,734,806

(See accompanying notes to consolidated financial statements)
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NOTES TO UNAUDITED CONSOLIDATED F INANCIAL STATEMENTS
AS OF AND FOR THE NINE (9) MONTHS ENDED SEPTEMBER 30,2016 AND 2015

1. Summary of Significant Accounting and Financial Reporting Policies |

Basis of Preparation
The consolidated financial statements have been prepared under the historical cost basis, except for
investment properties, financial assets at fair value through profit or loss (FVPL) and available-for-
sale (AFS) financial assets that have been measured at fair value. The consolidated financial
statements of the Group are presented in Philippine Peso (Peso), which is the Parent Company’s
functional and presentation currency, with amounts rounded to the nearest Peso.

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

Basis of Consolidation
The consolidated financial statements comprise the ﬁnanc:a[ statements of the Parent Company and
all of its subsidiaries as at September 30, 2016 and December 31, 2015 and for each of the two years
in the period ended September 30, 2016.

Subsidiaries are entities over which the Group has control. Control is achieved when the Group is
exposed, or has rights, to variable returns from its involvement with the subsidiary and has the ability
to affect those returns through its power over the subSIdlary Specifically, the Group controls the
subsidiary if and only if the Group has:

*  Power over the subsidiary (i.e. ex15t1ng rights that glve it the current ability to direct the relevant
activities of the subsidiary),

= Exposure, or rights, to variable returns from its involvement with the subsidiary, and

* The ability to use its power over the subsidiary to affect its returns.

When the Group has less than a majority of the voting or similar rights of an investee, the Group
considers all relevant facts and circumstances in assessing whether it has power over an investee,
including:

* The contractual arrangement with the other vote holders of the investee,
* Rights arising from other contractual arrangements, and
= The Group’s voting rights and potential voting rights.

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that
there are changes to one or more of the three elements of control. Consolidation of a subsidiary
begins when the Group obtains control over the subsidiary and ceases when the Group loses control
of the subsidiary. Assets, liabilities,*income and expenses of a subsidiary acquired or disposed of
during the year are included in the consolidated statement of comprehensive income from the date
the Group gains control until the date the Group ceases to control the subsidiary.
A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an
equity transaction. If the Group ldses control over a subsidiary, it:

*  Derecognizes the assets (including goodwill) and liabilities of the subsidiary.
* Derecognizes the carrying amount of any non-controlling interest (NCI).

* Derecognizes the cumulative translation differences recorded in equity.

* Recognizes the fair value of the consideration received.

* Recognizes the fair value of any investment retained.

11



= Recognizes any surplus or deficit in profit or loss.

* Reclassifies the parent’s share of components previously recognised in other comprehensive
income (OCI) to profit or loss or retained earnings, as appropriate, as would be required if the
Group had directly disposed of the related assets or liabilities.

Profit or loss and each component of other comprehensive income are attributed to the equity holders
of the Parent of the Group and to the non-controlling interests, even if this results in the NCI having
a deficit balance. When necessary, adjustments are made to the financial statements of subsidiaries
to align their accounting policies with the Group’s accounting policies. All intra-group assets and
liabilities, equity, income, expenses and cash flows relating to transactions between members of the
Group are eliminated in full on consolidation.

The financial statements of the subsidiaries are prepared for the same reporting period as the Parent
Company, using consistent accounting policies.

The following are the subsidiaries for which the Parent Company acts as the principal decision
maker:

Effective Percentages of Ownership
As of 30.09.16

Property Development:

SPRC E e 100.00%
SPDI 100.00%
TRDCI o E ' 100.00%
SGCPI 60.00%
SWWPI - 100.00%
Leasing: f R
SPSI ' 100.00%
SLPC 100.00%
KSA 70.04%
Real Estate: _
IPPI ‘ 100.00%
KRC _ 100.00%
MBPI ' - 100.00%
NCRI 100.00%
PSI 100.00%
SFBHI ' . . 100.00%
SGCHI — S 100.00%
Property Management: ; .‘
KMSC ' 2 100.00%
SPMSI ‘ 100.00%
Others:
Gipsey (BVI Company) . 100.00%
SHIL (BVI Company) 100.00%
ELHI 60.00%

Except for Gipsey and SHIL, which were incorporated in the British Virgin Islands, all the other
subsidiaries were incorporated in the Philippines.

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

12



The nature and the impact of each new standarcl and amendment are described below:

* Amendments to PAS 19, Deﬁned Benefit Plans: Employee Contributions

Philippine Accounting Standards (PAS) 19 requires an entity to consider contributions from
employees or third parties when accounting for 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 is permitted to recognize such contributions as a reduction in the
service cost in the period in which the service is rendered, instead of allocating the contributions
to the periods of service. This amendment is effective for annual periods beginning on or after
July 1, 2014. This amendment is not relevant to the Group, since none of the entities within the
Group has defined benefit plans with contributions from employees or third parties.

Annual Improvements to PFRSs (2010-2012 cycle)

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

*  PFRS 2, Share-based Payment — Definition of Vesting Condition

This improvement is applied prospectively and clarifies various issues relating to 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 operatlons 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 is not satisfied.

= PFRS 3, Business Combinations — Accounting for Contingent Consideration 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 is 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 Instruments: Recognition and Measurement (or PFRS 9,

Financial Instruments, if early adopted)

s PFRS 8, Operating Segments — Aggregatzon of Operatmg Segments and Reconciliation of the

Total of the Reporiable Segments’ Assels to the Entity’s Assets

The amendments are applied retrospectively and clarify that:

* An entity must disclose the jiidgments made by management in applying the aggregation
criteria in the standard, including a brief description of operating segments that have been
aggregated and the economic charactenstlcs (e g sales and gross margins) used to assess
whether the segments 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, Property, Plant and Equipment, and PAS 38, Intangible Assets — Revaluation Method —
Proportionate Restatement of Accumulated Depreciation
The amendment is applied retrospectively and clarifies in PAS 16 and PAS 38 that the asset may
be revalued by reference t6 the observable data on either the gross or the net carrying amount. In
addition, the accumulated dépreelatlon or amortization is the difference between the gross and
carrying amounts of the asself The adoption of this amendment did not have any impact in the
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Group’s consolidated financial statements as the Group’s property, plant and equipment and
intangible assets are not carried at revalued amounts.

= PAS 24, Related Party Disclosures — Key Management Personnel
The amendment is applied retrospectively and clarifies that a management entity, which is an
entity that provides key management personnel services, is a related party subject to the related
party disclosures. [n addition, an entity that uses a management entity is required to disclose the
expenses incurred for management services.

Annual Improvements to PFRSs (201 1-2013 cycle)

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

* PFRS 3, Business Combinations — Scope Exceptions for Joint Arrangements
The amendment is applied prospectively and clarifies the following regarding the scope
exceptions within PFRS 3:
= Joint arrangements, not just joint ventures, are outside the scope of PFRS 3.
* This scope exception applies only to the accounting in the financial statements of the joint
arrangement itself. :

* PFRS 13, Fair Value Measurement — Porifolio Exception
The amendment is applied prospectively and clarifies that the portfolio exception in PFRS 13
can be applied 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 40, Investment Property
The description of ancillary services in PAS 40 differentiates 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 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 differentiates between investment property and
owner-occupied property (i.e., property; plant and equipment).

Future Changes in Accounting Policies

The standards and interpretations thaf are issued, but not yet effective, up to the date of issuance of
the Group’s consolidated financial statements are disclosed below. The Group intends to adopt these
standards, if applicable, when they become effective.

Deferred

* Philippine Interpretation IFRIC 15, Agreements Jor rhe Construction of Real Estate

This interpretation covers accounting. fof reventie” and associated expenses by entities that
undertake the construction of real estate directly or through subcontractors. The interpretation
requires that revenue on cdnstruction of real estate be recognized only upon completion, except
when such contract qualifies®as construction’ contract to be accounted for under PAS 11 or
involves rendering of $érvicesin~'which case révenue is recognized based on stage of
completion. Contracts involving pravision of sérvices with the construction materials and where
the risks and reward of ownétship afé transfeired to the buyer on a continuous basis will also be
accounted for based on’$tage’ of completion. The SEC and the FRSC have deferred the
effectivity of this interpretation uritil 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 industry is
completed. The Group is currently assessing the impact and plans to adopt this interpretation on
the required effective date once adopted locally.
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Effective January 1, 2016

PFRS 10, Consolidated Financial Statements and PAS 28, Investments in Associates and Joint
Ventures - Investment Entities: Applying the Consolidation Exception (Amendments)

These amendments clarify that the exemption in PFRS 10 from presenting consolidated financial
statements applies to a parent entity that is a subsidiary of an investment entity that measures all
of its subsidiaries at fair value and that only a subsidiary of 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 is not an investment entity and has an
investment entity associate or joint venture), wheg*. applying the equity method, to retain the fair
value measurement applied by the investment entity associate or joint venture to its interests in
subsidiaries. These amendments are effective for annual periods beginning on or after January 1,
2016. These amendments are not applicable to the Group since the Group does not have
investment entity, associates or joint venture.

PAS 27, Separate Financial Statements — Equity Method in Separate Financial Statements
(Amendments) ; '

The amendments will allow entities to use the equity method to account for investments in
subsidiaries, joint ventures and associates in their separate financial statements. Entities 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 effective for annual periods
beginning on or after January 1, 2016, with early adoption permitted. These amendments will
not have any impact on the Group’s financial statements.

PERS 11, Joint Arrangements — Accounting for Acquisitions 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

must apply the relevant PFRS 3 principles for business combinations accounting. The
amendments also clarify that a previously held interest in a joint operation is not remeasured on
the acquisition of an additional interest in the same joint operation while joint control is retained.

In addition, a scope exclusion hasbeen‘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 interésts in the same joint operation and are prospectively effective

for annual periods beginning on or after January*1, 2016, with early adoption permitted. These
amendments are not expected to have any impact to the Group.

PAS 1, Presentation of Firiancial Statements - Disclosure Initiative (Amendments)

The amendments are intended to “assist “entities iin- applying judgment when meeting the

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

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

®  That specific line items in the statement of income and OCI and the statement of financial

position may be disaggregated .\ o0 SRt
* That entities have flexibility as to the order:in which they present the notes to financial
statements FHE R et B

* 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.

e
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Annual Improvements to PFRSs ( 20]2 2014 cvcle)

Early application is permltted and enntles 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 Group is currently assessmg the 1mpact of these amendments on its consolidated
financial statements. D 8 o

PFRS 14, Regu!atory Deferral Accoums :

PFRS 14 is an optional standard that ailows an’ entlty whose activities are subject to rate-
regulation, to continue applymg most of its existing accounting policies for regulatory deferral
account balances upon its first-time adoptmn of PFRS. Entities that adopt PFRS 14 must present
the regulatory deferral accounts as separate line items on the statement of financial position and
present movements in these account balances as separate line items in the statement of profit or
loss 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 effective for annual periods beginning on or after January 1,

2016. Since the Group is an existing PFRS preparer, this standard will not apply.

PAS 16, Property, Plant and Equipment, and PAS 41, Agriculture — Bearer Plants
(Amendments)

The amendments change the  accounting .reqmrements for biological assets that meet the
definition of bearer plants. Under the amendments, biological assets 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 at accumulated cost (before
maturity) and using ecither 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 to sell: For government grants related to bearer plants,
PAS 20, Accounting for Government Grants and Disclosure of Government Assistance, will
apply. The amendments are retrospectively effective for annual periods beginning on or after
January 1, 2016, with early adoption permitted. These amendments are not expected to have any
impact to the Group as the Grdup does ‘riot have ahy bearer plants.

PAS 16, Property, Plant and Eqmpmem and PAS 38, Intangible Assets — Clarification of
Acceptable Methods of Depretiation and Amortization (Amendments)

The amendments clarify the principle i PAS 16 and:PAS 38 that revenue reflects a pattern of
economic 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 cannot 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 January 1, 2016, with early adoption
permitted. These amendments are not expected to have any impact to the Group as the Group
has not used a revenue-based method tcr depremate 1ts non—current assets.

The Annual Improvements to ‘PFRSs{2012- 20]4 cycle) which are effective on or after
January 1, 2016 are expected to’ have no- 1mpact tO the consolldated financial statements of the

Group. These include:

PFRS 5, Non-current Assets Heid.‘fm‘ Sa!e and Dlscommued Operations — Changes in Methods
of Disposal

The amendment is applied prospecuvely and clarlﬂes that changing from a disposal through sale
to 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
interruption of the application of the requirements‘in PFRS 5. The amendment also clarifies that
changing the disposal method does not change the date of classification.
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PFRS 7, Financial Instruments: Dlsclosures Serwcmg Contracts

PFRS 7 requires an entity to prov:de disctosures for any continuing involvement in a transferred
asset that is derecognized in its entirety. "he amendment clarifies that a servicing contract that
includes a fee can constifute contmumg lnvolvement in a financial asset. An entity must assess
the nature of the fee and - arrangement agamst ‘the guidance for continuing involvement in
PFRS 7 in order to assess whether the disclosures are requlred The amendment is to be applied
such that the assessment of which servicing. contracts constitute continuing involvement will
need to be done retrospectively. However, comparattve disclosures are not required to be
provided for any period _egmnmg before the annual perlod in which the entity first applies the
amendments. : : :

PFRS 7 - App!tcablltty of the Amendments to PFRS 7 to Condensed Interim Financial
Statements

This amendment is applied retrospectively and clarifies that the disclosures on offsetting of
financial assets and 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, Employee Benefits = regional market issue regarding discount rate

This amendment is applied prospectively and clarifies that market depth of high quality
corporate bonds is assessed based on the currency in which the obligation is denominated, rather
than the country where the obligation is located. When there is no deep market for high quality
corporate bonds in that currency government b"ond rates must be used.

PAS 34, Interim Financial Repor’ung - dtsclosure of information ‘elsewhere in the interim
financial report’ " Ealsl s {

The amendment is applied retrospectwely and elarlﬁes that the required interim disclosures must
either be in the interim financial statements or incorporated by cross-reference between the
interim financial statements and wherever they are included within the greater interim financial
report (e.g., in the management commentary or risk réport).

Effective January I, 2018 =~ =7

PFRS 9, Financial Instrumenrs
In July 2014, the [ASB issued the final version of PFRS 9, Financial Instruments. The new
standard (renamed as PFRS 9) reflects all phases of the financial instruments project and
replaces PAS 39, Financial ‘Instruments:: Recognition and Measurement, and all previous
versions of PFRS 9. The standard’ introduces néw requirements for classification and
measurement, impairment, and hedge accounting, “PFRS 9 is effective for annual periods
beginning on or after January: 2018, with. early application permitted. Retrospective
application is required, but ‘comparative informatiori-is not compulsory. Early application of
prewous versions of PFRS 9 (2009, 2010 and 2013) is permitted if the date of initial application
is before February 1, 2015 The Group dld notearly adopt PFRS 9.

The adoption of PFRS”Q wrlt ‘have an effect on the “classification and measurement of the
Group’s financial assets and” impairment: methodology for financial assets, but will have no
impact on the classifi catton atnd measurement of the Group s financial liabilities.

IFRS 15, Revenue ﬁ'om Contracts with Customers

International Financial Reporting Standard (IFRS) 15 was issued in May 2014 and establishes a
new five-step model that will apply to revenue arising from contracts with customers. Under
IFRS 15 revenue is recogmzed at an amount that reflects the consideration to which an entity
expects to be entitled in exchange_ “for ﬁransferrmg goods or services to a customer. The
principles in IFRS 15 prowde a more structured approach to measuring and recognizing
revenue. R
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The new revenue standard is apphcable to all 'entmes and w111 supersede all current revenue
recognition requnrements ‘under [FRS." _Either a full or modified retrospective application is
required for annual perlads begmnmg on or after January 1, 2018 with early adoption permitted.
The Group is currently assessmg the impact of IFRS 15 and p]ans to adopt the new standard on
the required effectlve date once adopted locally. ;

= [FRS 16, Leases
On January 13, 2016, the IASB 1ssued its new standard, lFRS 16, Leases, which replaces
International Acoountmg Standards (IAS) I7 the current Ieases standard, and the related
Interpretations. : :

Under the new standard, lessees will no longer classify their leases as either operating or finance
leases in accordance with IAS 17. 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 subsequently, will depreciate the lease assets and recognize interest on the lease
liabilities in their profit or loss. Leases with a term of 12 -months or less or for which the
underlying asset is of low.value are exempted from these requirements.

The accounting by lessors is substantially unchanged as the niew standard carries forward the
principles of lessor ‘accounting under-IAS 17. Lessors, however, will be required to disclose
more information m thelr ﬁnanc:lal statements partlcularly on the risk exposure to residual
value, ;

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

2. Segment Information

The Group’s operating busmesses are"'orgamzed and managed accordmg to the nature of the products
and services marketed, with'¢ach- scgmén’f representmg a strateglc business unit that offers different
products and serves dlfferent markets Ra !

The Group has operatidt’n
segments as follows:

Property Development
This business segment pertams 0 tﬁE sale of condomimum umts
Leasing s e gL ST
This business segment pertams to the leasmg operatlons of the Shangrl La Plaza Mall, TEC and their
related carpark operatnons It also includes leasing of a portion of the Parent Company’s land to
ESHRI. R N e L N

Other business segments pertain to property
real estate entities and BVI compames

Except for the rental revenue from ESHRI,re ues come from transactions with third parties.
There is no transaction wjth a smgle extemal customer that amounts-to 10% or more of the Group’s
aggregate revenues.  sui
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The segment assets, liabilities and results of operations of the reportable segments of the Group as of and for the year ended September 30, 2016 are as follows:

(3292987

Property
Development Leasing  Hotel Services Others Total Segments Eliminations Consolidated
Revenues:
Condominium sales £4,375,147,467 P- P P £4,375,147,467 P B4,375,147,467
Rental - 2,194,208,539 - - 2,194,208,539 (172,498,643) 2,021,709,896
Hotel services - - 794,193,147 - 794,193,147 - 794,193,147
Cinema | ] — 43,786,245 - - 155-43,786,245 - -
" Cost of condominium sales (2,462,107,809) Sheltaateli - - (2,462,107,809) -
~ Cost of hotel services™ — yopaeno— - (1,150,622,342) - ©.(1,150,622,342) -
- ~Gross profit of revenues - 1,913,039,658- - - 2,237, 994 784 ... (356,429,195) = . 3,794,605,247 (172,498,643) : 604
" Other incéime e 43,847,446 72,644,354 R 25,018,101 - ©141,509,901 . ' (48415472) - . . 93094429
-~ Staff costs ; -  (79.436,028)  (185980,192) < = (9,650,116) - - (275066,336) - 36,152,549 - (238913,787)"
““General and admlms‘trati\t e\penses (109,004,558 - (84:615,534).5: - C(LA12,174) 0 (195.032,266) . 10,203,568 | (184,828,698)
~Taxes and licenses - : (53,583,501 -~ (100,785,106) - .; - (4,206,835) . (158,575442) - ~ (158,575,442) .
Unreimbursed: sharem common : S : = S : I 5 i L e
- . expenses.: : = - (10,573,890 1 Coo= o, 1 (10,573,890) - 0 (10,573,890) -
" Depreciation and amortlz,ation & (2,556,451) (11,371,956) .. . - (93.477) 14,021,884y .. = - (14,021,884) .
Insurance ny : (272,097)- " 0 (17,004,874) — (11,900) (17,288,871) : = (17,288,871)
Segment results S 1,712,034,469° - 1,900,307,586 :7-(356,429,195) ¢ 9,643,599 - 3,265,556,459 (174,557,998) ~3,090,998,461 -
“Interest income - 169,966,831 - - 21,181,912 -~ -7 2 T = 1,511,282 . -, 7 :192,660,025 - = 192,660,025 -
Forelgn exchangc gams— net oy 5,635,194 341,254 -5 - (16,135) . - 5,960,313 - 5,960,313 .
Share in net losses of associates - _ - - (3,292,987) (3,292,987 =
‘Interest expense and'bank charges (596,649) (110,488,727) =3 - (4,420) S (111,089,796) - (111,089,796)

- Provision for income tax ~ (403,194,887) (303,669,848) - (7,170,939) - " (714,035,674) — (714,035,674)
Net income for the year P1,483,844,958 P1,507,672,177 (P356,429,195) £670,400 2,635,758,340 {174,557,998) 2,461,200,342
Segment assets £32,051,937,598 £25,138,537,446 - $£7,387,294,809 P64,577,769,853  (P3,595,995,568) $60,981,774,285
Associate companies — - — 494,655,358 494,655,358 — 494,655,358
Total assets P32,051,937,598  P25,138,537,446 - $7,881,950,167 B65,072,425,211  (B3,595,995,568) P61,476,429,643
Segment liabilities P£20,304,036,785 £10,990,805,260 —  $5,157,029,093 P36,451,871,138  (P7,559,486,055) £28,892,385,083
Capital expenditures for the year $£6,689,728,276 £10,457,815 -~ P P£6,700,186,091 - £6,700,186,091
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The segment assets, liabilities and results of operations of the reportable segments of the Group as of and for the year ended December 31, 2015 are as follows:

C (219.800.224y 7 s

Property
Development . Leasing Others : Total Segments _ Eliminations Consolidated

Revenues: T g _ v o r .

“Condominium sa!es B £4,654.102,798. . S P P4654,102,798 i B P4,654,102,798. - i

Rental 0 : - 2,911,215,660 - Co2911.215,660 - (234.892,595) 2,676,323,065 -

Cinema = - Cs ’ BeSr 60 681,786 = hol 60,681,786 0 - 60,681,786
Cost of condominium sales (2 374 666, l53) S - ¥(2,374,666,153) o o — (2,374,666,153) =
Gross profit or-revenues G © 2,279, 436645- e - 2,97 897446:,{ i R = 5251334091 . (234.892.595) 5,016,441,49 -
*Gain on fair value ad;ustments af mvestmem propertles : . ey 299 757,821 7249 466,839 - 549224660 - - . S ) 549.224.660 -
Other income ™ ¢ : - 69,526:"[98 s © 26,810,620 77 539,444,643 - 15578146170 7 (55,546,456) 7 100,235,005 -
Staff costs ; o (285.092.335) ) (225:602,477) (11,816,126)  ~: (522.501,138) . 63.039.331 ... " (459471,807) -~ -
General and admmmtramve eprhs C(127.598.296) 1 (334.463.:999)- - - (2,257,434) 5 (464319,729) 243 '22’5-'706‘ S {(221,094,023)
Taxes and licenses - (85,457.,549) - - (133,361,818) - (989,857 ©(219.809,224). Rt S
Unreimbursed share in comen‘ ) = (64,193,656) o= (64.193,636) .. (4 047 397') L. (68,241,053).
Depreciation and amOl’tlZEithtIu C(5.051,050y - (17,311,634) -+~ (151,283) - .; (22,513,967) = L= S (22,513,967) .. .
Insurance : iy (348,295 v (19,467,868) C(10,867) 0 (19.827,030) 7 . h et < L (19,827,030)

_.:Segment results ¢ i 1845415118 10 2,504,064;,435 7 - 293,685,915° 7 . 4.643.165,468 ' i--l'.'778.5'8-9 4,654.944,057
‘Interest income el 8 210,470,968 . 26,010,082 - 7 391,966 ¢ 236.873.016™ ' s 236,873,016
Foreign exchange gains —net =% "7 0T ' 5.431,079 798,303 © (109,869,320) (103,639,938) 109,888,676 6,248,738
Share in net losses of associates P SERE ) - 70,658,121 : 70,658,121 - - 70,658,121
Interest expense and bank charges (797,015) (200,757,934) - = - (3;626) - - (201,558,575) - (201,558,575)

__ Provision‘for income tax T (629,243,141) (488,766,268) (78,129,220) (1,196,138,629) — (1,189,138,629)
Net'income for the year £1,431,277,009 £1,841,348,618 £176,733,836 £3,449,359,463 P121,667,265 P3,578,026,728
Segment assets P26,642,260,281 P28,913,601,837 £4,924,138,923 P60,480,001,041  (B1,679,259,570) £58.800,741.,471: .
Associate companies — 7,886,154,233 1,599.661,363 9,485,815,596 (8,993,867,246) 491,948,350
Total assets £26,642.260,281 £36,799,756,070  £6,523,800,286 P69,965,816,637  (10,673,126,816) P£59,292,689,821
Segment liabilities £17,519,174,720 B11,067,435,865 £5,174,985,209 B33,761,595,794 (P6,770,488,738) £26,991,107,056
Capital expenditures for the year £81,491,637 £333,925,551 £113,933 P415531,121 P195,551.469 £611,082,590
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Business Combin

Business combinat unted 'fo usmg"the acqulsttlon method.' The cost of an acquisition is
measured as the agg fgat of the cor151derat10n transferred measured at acquisition date fair value
and the amount of any NCL m the acqutree For each busmess combination, the Group elects
whether to measure the. NCI in the acquiree at fair value or at the proportionate share of the
acquiree’s identifiable net assets Acqut51t1on-related costs are expensed as incurred and included in
administrative expenses :

When the Group acqwres a bus:ness it assesses the f ndnClaI assets and liabilities assumed for
appropriate classification and designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisition date. This includes the separation of
embedded derivatives in host contracts by the acquiree.

When such an acquisition is not judged to be an acquisition of a business, it is not treated as a
business combination. Rather, the cost to acquire the corporate entity is allocated between the
identifiable assets and liabilities of the entity based on their relative fair values at the acquisition
date. Accordingly, no goodw1|l or additional deferred tax arises.

If the business combination is achieved in stages, a’ny previously held equity interest is re-measured
at its acquisition date fair value-and any resulting galn or loss is recognized in profit or loss. It is
then considered in the determmatton of goodwﬂl

Any contingent consnderatton to ‘be transferred by the acqutrer will be recognized at fair value at the
acquisition date. Contmgent consideration classified ‘as an asset or liability that is a financial
instrument and within the scope of PAS 39 is measured at fair value with changes in fair value
recognized either in prof' it or loss or as a change to OCL. If the contingent consideration is not within
the scope of PAS' 39,7t is measured in“accordance’ ‘with the appropriate PFRS. Contingent
consideration that is claSSIf' ed as eqmty is not re—measured and subsequent settlement is accounted
for within equity. ‘ ;

Goodwill is initially measured at cost, bemg the excess of the aggregate of the consideration
transferred and the amount recogmzed for NCI = and‘-‘ 'f’y previous interest held, over the net

excess of the aggregate considerati
identified all of the assets acqu:red ¢

n trang'f ed;the Gmup ré-assesses whether it has correctly
all of the Ilal’fﬂltles’ assumed and reviews the procedures used

After initial reoogmtlon goodw;ll is measured at cost less any accumulated impairment losses. For
the purpose of impairment- testing, goodwﬂl acquired in~a ‘business combination is, from the
acquisition date, allocated<to each of the Group’s CGUs that are expected to benefit from the
combination, 1rrespe<:t1ve of whether other assets or hablhtles of the acquiree are assigned to those
units, e _ :

P ol

'y

Where goodwill has been aliocated toa CGU and part of the operation within that unit is disposed
of, the goodwill associated with the disposed operation is included in the carrying amount of the
operation when determining the gain or loss on disposal. Goodwill disposed in these circumstances
is measured based on the relanve values of the dtsposed operatmn and the portion of the CGU
retained. C o7 !
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4.

Investment in a ates and ]omt venture

The breakdown of mvestment 1n assoc:lateq is as follows

Associate acquired thru the merger ; e | B 4
Sky Leisure Properties Inc. - ¥ B - _ P494,268,218

Other investments ST e RS B o 387.140

Carrying value of investment in assoc1ates as of September 30, 20]6 : P494,655,358

5. Property and Equipment
This account consists of:
! i i Furniture, Fixtures
Buildingand -~ .. - and other Office
building . Transportation Equipment
; 1mprovement TR Equrpment _ Total
Net book value as at i it s
January 1, 2016 - - B3 015 415 P11,628,995 B92,653,515 P135,297,925
Additions B i 4,519, 8474530 ' 5,535,304 2,174,803,257 6,700,186,091
Depreciation CaE (75,375.340) (2 $22,369) (83,213,642) (161,411,351)
Reclassification ' (4 400) - (214,886) (219.286)
Net book value asat :
September 30, 2016 $4,475, 483 205 £14,341,930 £2,184,028,244 P6,673,853,379
6. Bank Loans
Principal payments during the period amounted to nil; while proceeds from loan availment amounted
to P694.8 million used to finance the Group’s various projects.
7. Dividends
On March 7, 2016, the Board of Dlrectors (BOD) appreved the declaration of P452.6 million cash
dividends to all stockholders of record as of March 21, 2016 to be taken from the unrestricted
retained earnings of the Parent Company as of December 3 1,2015.
On September 14, 2016 the BOD approved the declaratlon of B333.5 million cash dividend to all
stockholders of record as of" September 30,2016, to be- taken from the unrestricted retained earnings
of the Parent Company as of June 30 2016
8. Related Party Transactions- -

Enterprises and individuals that directly, or indirectly through one or more intermediaries, control or
are controlled by or under common control W the” Group, mcludmg holding companies,
subsidiaries and fellow subsidiaries, ar related parties- ofthe Group. Associates and individuals
owning, directly or indirectly, an interest in the voting power of the Group that gives them
significant influence over the. enterpr!sc. key management personnel, including directors and officers
of the Group and close members of the famlly of these individuals, and companies associated with
these individuals also constitute related parties. - In considering each possible related party
relationship, attentr on is dlrected to. the substance of the relatlonship, and not merely the legal form.
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The following are the transacfiené w1th related parti'eS'

Related Party Transactlons and Balances whlch were Not Ehmlnated Durmg Consolidation

The terms, conditions, balances and the volume of related party transactions which were not
eliminated during consolidation are as follows - ;

Transactions with aﬁ' [zates

a. A portion of the Parent Company s Iand is bemg Ieased by ESHRI, ‘where the EDSA Shangri-La
Manila Hotel (the: Hotei) is located. The lease is for a period of 25 years commencing on
August 28, 1992 and renewable for another 25 years ‘at the option of ESHRI. Rental revenue is
based on a ﬁxed percentage of the Hotel s room, food and beverage, dry goods and other service
revenue. - ;

b. SPMSI provides managemeht services. to TECCC,"TSFSPCC, and TSGTCC for a minimum
period of five years starting January 7, 2009, April 1, 2010 and January 7, 2007, respectively.
As consideration, SPMSI shall receive from TSGTCC, TECCC and TSFSPCC monthly
management fees of 400,000, 100,000 and P100,000, respectively, inclusive of VAT, with an
escalation rate of 10% per annum. The parties agree mutually on the renewal of the agreements.

c. Reimbursement of expenses pald for by. SLPC for ESHRI
d. Condominium dues charged by TSFSPCC and TECCC

e. Sharing of expenses with affiliates. -

Subsequent Events f

1

There are no s:gmﬁcant subsequent events that happened as of September 30, 2016 that needs
disclosure herein. B ; ; _

- ,5: mAp vy £ Falr \/a!ue Measurement Using
Quoted L ; :

Prlces n Slgmf'cant Slgmﬁcant

Aeme oy O'bservable . Unobservable

- Inputs
(Level 3) Total
Assets Measured at Fair Valu o
Financial assets at FVPL | . ¥-— T P £ 36,204,620
Investment propertles i St
Land £ St 11 075 160 060 - .. - 11,075,160,060
Buildings =~ : ik Ll - 17,323,057,336 17,323,057,336

- 11,075, 160 060  17,323,057,336 28,398,217,396
?36 204,620 Pll ,075, ]60 060 P17,323,057,336  £28,434,422,016
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'r'ij"'Fair \'/"alué 'Méésurement Using

T Quoted

¢ Pricesin . ignltlcant : Significant
Active - 455 Observable * Unobservable
Markets Inputs Inputs
Level 1) - - (Level 2) (Level 3) Total
Assets for whichf s
are Disclosed S
Loans and receivables R e L
Receivables® = i P— P1,711,310,119 s £1,711,310,119
Refundable deposits -/ E omieh 56,0ﬁ8,265 T 56,008,265
R - 1,767,318,384 - 1,767,318,384
AFS financial assets: A _
Unquoted o - - 488,826,327 488,826,327
Quoted 16,046,515 PR - — 16,046,515
16,046,515 _ — 488,826,327 504,872,842
P16,046,515 £1,767,318,384 £488,826,327 $£2,272,191,226
Liabilities for which Fair
Values are Disclosed
Accounts payable and other * wepiade
current liabilities** . B— P3,539,121,618 P~ P3,539,121,618
Bank loans = 13,159,079,487 = 13,159,079,487
Deposits from tenants ) e ‘1,042,535,]4] - 1,042,535,141
Accrued empioyee beneﬁt’é*’** = 37,448,077 - 37,448,077
L ¥]7 778,184,323 B—  P17,778,184,323

*Excluding advances to contractors and supphers of R1,068,496,157. R

** Excluding advanced remai customers’ deposits, reservation payable, ozrlpu.! VAT, deferred output VAT and withholding taxes.
***Excluding accrued ret:remem benef tsof B13, 279 447 in 20! 6.

The following table prowdes the Falr value measurement hierarchy of the Group’s assets
and liabilities as of December 3] 20I 5

\ Quoted'i i

Fair Value Measurement Using

"Pricesin .- Signiticarit .- Significant
Active’ Observable ' Unobservable
Markets - Inputs : Inputs
(Level 1) {Level 2) (Level 3) Total
Assets Measured at Fair Value R
Financial assets at FVPL £34,882,100: P P34,882,100
Investment propemes : ol
Land ; - 15,701,020,110
Buildings 12,477,547,765 12,477,547,765
_ A2;477 347,765 28,178,567,875
‘ 0 Pi2,477,547,765 P28,213,449,975
Assets for which Falr Values are Dlsclosed i
Loans and recewables Eo
Receivables* = o g K P~ P2,144,511,918
Refundable deposnts ' : 3 58 480 893 - 58,480,893
= "2,202,992,81 1 - 2,202,992.811
AFS financial assets: di [
Unquoted CUERSSETI OT I TR 896,399 488,826,327
Quoted 16,046,515 ' . - - 16,046,515
16,046,515 . e e 488,826,327 504,872,842
£50 928 615 P]’I 904 012 921 P12,966,374,092 £30,921,315,628
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j :Sign:lﬁeant

Obse; vable  Unobservable

_ Inputs ~ Inputs
r. - (Level 2) {Level 3) Total
Liabilities for whlch l“atr
Values are Dlsclosed i
Accounts payable and other Skt R R .
current liabilities** -~ = P - £3,398,805,799 P- £3,398,805,799
Bank loans SN ‘ = 112,464,329,487 : - 12,464,329,487
Deposits from tenants  ~ . — 995952193 - 995,952,193
Accrued employee benefits*** i 10,170,813 - 10,170,813
: i P-  P16,542,993,660 B- $16,542,993,660

* Excluding advances to contractors and supphers of P688,909,442.
¥* Excluding advanced rental, customers’ deposits, reservation payab.’e omput VA T, deferred output VAT and withholding 1axes.
**xExcliding accnfed retirement benefiis of P39, 644 34 7.

The Group’s pohcy is. to recogmze transfers into- and transfers out of fair value hierarchy levels as of
the date of the event or change in c;reumstances that caused the transfer.

There have been no assets and habllmes transferred between Level 1, Level 2 and Level 3 during the
period. : ;

The following tnetneds and assumptions were used to estimate the fair value of each class of
financial |nstrument f‘or Wthh itis praetlcable to estimate such value:

Financial Assets at F VPL
The fair value of financial assets at FVPL is based on quoted market prices at the reportmg date.
The quoted market prlces used for fi nanc:lal assets held by the Group were the current bid prices.

Cash and Cash Eqmvalenm Recervab!es Accoum
Dividends Payable and Accrued Employee Benefits
Due to the short-term nature of' cash and cash fequwalents receivables other than installment
contracts receivable, accounts’ payable and other curtent liabilities, dividends payable and accrued
employee benef' ts thelr carrymg values were assessed to apprommate their fair values.

_ayabl'e cma’ Other Current Liabilities,

Instaliment Contracjs Recetvable : ; w G
The fair value of mstallment contracts recetvabfe approximates their earrymg value as the interest
rates they carry approxmate the mterest rates on eomparable instruments in the market,

Refundable Deposzts and Deposzts ﬁom Tenanm

The fair values -of deposits from tenants were based on the present value of estimated future cash
tlows using MART-I rates at the reportlng date: - : i

AFS Financial Asseis

The fair value of quoted equity Securttles is based on market bid pnees as of the reporting date. The
fair value of unquoted equtty se(:urttles is not reasonably determmable

Bank Loans

The carrying value of the bank loans‘._ th- vanable interest rates approxnmates their fair value
because of recent and quarter]y repr:emg based on market eondltlons
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11. Financial Rlsk Management Objectwe and Pohcres

The Group’s prmmpal f' nancral mstruments compnse of cash and cash equivalents, financial assets
at FVPL, loans and receivables, AFS financial assets and other financial liabilities. These are held
primarily to finance the Group S operatlons and capital expenditures. The Group’s financial
instruments, such as cash and cash equivalents, trade recelvables and trade payables, arise directly
from the conduct of the Group s operatlons ‘

The main risks arising from the use of the ﬂnancral mstruments are mterest rate risk, credit risk and
liquidity risk, : ;

Risk management is camed out by the Group s mandgement under pohmes approved by the Board.
The Group’s management identifies and evaluatES hnancral risks in close cooperation with the
Group’s operating unrts "o

The main objectwe of the Group s ﬂnanc1a! I‘lSk management is to minimize the potential adverse
effects of the unpredlctabllrty 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 p0351b|l|ty that changes in interest rates will affect future cash flows
or the fair values of financial instruments. The cash flows of the Group’s bank loans that are
exposed to interest rate risk as of SeptEmber 30 2016

Interest rates on all bank 1oans are based on the higher between the PDST-F rate and the BSP
overnight borrowing rate.

The Group’s interest rate risk management policy focuses on reducing the overall interest expense
and exposure to change in interest rates. Changés in market interest rates relate primarily to the
Group’s interest-bearing loans w1th ﬂoatmg mterest ratf:s as it can cause a change in the amount of
interest payments Y oo g R :

Interest on ﬁnancral rnstruments wrt oatmg rates rs°ropr|ced at intervals of less than one year.
Interest on financial instruments. with fixed rates is*fixed until the maturity of the instrument. The
other financial instruments of the Group that are riot’in cluded in‘the tables above are noninterest-
bearing and are therefore not subject 1o interest rate’risk: The Group invests excess funds in short-
term placements in order to mmgate any mcrease in 1nterest rate on borrowings.

The following table represents the lmpact on’ the Group s income before income tax brought about
by reasonably possible: change ininterest rates with.all other wvariables held constant, as of
September 30, 2016 until 1ts next ﬁnancral reportmg date ‘i

Change in Interest Rate | Effecton Income before Income Tax
lncreaSe by ( 0.50% '+ ;3 P65,795,397
s (B65,795,397)

Credit risk is the rrsk that the Group wr]i mcur Iosses because its counterpartles failed to discharge

their contractual obhg&tron he’ Group is exposed to: credlt risk from its operatrng activities
(primarily trade recervable
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Trade Receivables : : bl 1E

Sales of residential condommlum umts that are on’ 1nstallment bas1s are supported by post-dated
checks from the buyers. Titles to propertles sold are not released unless full payment is received. In
the case of leasing operation, tenants are subjected to credit evaluation and are required to put up
security deposns and pay advance rentals, if necessary: The maximum exposure to credit risk at the
reporting date is the expected cash ﬂows from mstallment recewable and carrying value of rent
receivable. ; P s

Liquidity Risk 5 S i

Liquidity risk is therisk- that the Group wﬂl not be able to settle or meet its obhgatlons on time or at
reasonable prices. The Group’ maintdins sufficient cash and cash equivalents in order to fund its
operations. The Group ‘monitors its cash flows ‘and carefully matches the cash receipts from its
condominium sales and leasing operataons against cash requirements for its construction activities.
The Group utilizes its borrowmg capacny, if'r necessary to further bolster its cash reserves.

The following tables summarize the maturlty proﬁle of financial assets compared with the
contractual undiscounted payments of financial habtllt]es in order to provide a complete view of the
Group’s hqu1d1ty as of September 30,2016: .

2016

- “Overlto3 ' Over3to5
Within | Year Years Years:  Over 5 Years Total
Financial Assets : i R
Financial assets at FVPL P36, 204 620 S . P £36,204,620
Loans and receivables: Phe e LI i
Cash and cash equivalents 4 410,729 448 T - - 4,410,729,448
Receivables: ' : b S '
Installment contracts g j'_ , th Pt 5
receivable 3,767,852,227 : - 1,539,869,897 .. 1,344,248,187 - 6,651,970,311
Rent (293430060 LT = - 293,130,160
Related parties -9, 904 92% PR L e N - 79,904,925
Advances to officers and ; G
employees g 8r _7 {‘54 o - 8,747,154
Interest 4 2,539,501 - 2,539,501
Others 62.552 639‘ i L, - 62,552,639
Refundable deposits = 56,008,265 - 56,008,265
FU 78,625,-456,054 I %9% 878 162 : - 11,565,582,403
AFS financial assets 50’4;81{2,8—’!2"'5 : - 504,872,842

Pl 59‘5 878 162

P- P12,100,659,865

Other Financial Liabilities
Accounts payable and other

9.166:533.516 7 Pl',344,248,;1s7

YR

,p__.

current liabilities* F3,539 121 618 - ¢ B- $3,539,121,618
Bank loans . 896, 666, 66'4'- ' .5 .. .4 270 000 000‘ 4,085,833,333  13,510,000,000
Deposits from tenants i 04_0.5:61_-4 . = 1,042,535,141
Accrued employee benefits** , il = 37,448,077
: : P4 950 73{} 942" P4,822,540, 561' £4,270, 000 ,000: P4,085,833,333 P18,129,104,836

STHEDOSILS; resép ation pa‘vab.'e Olrlpm JrA T defen ed ouiput VAT and withholding taxes.
** Excluding accmed retrremem benef 15 of RI32 79 447, ] o
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SHANG PROPERTIES, INC. AND SUBSIDIARIES

AGING OF RECEIVABLES
As of September 30, 2016
TOTAL
TENANTS RECEIVABLES CURRENT 1-30 DAYS 31-60 DAYS 61-90 DAYS OVER 90 DAYS
Mall Tenants 205,169,557 148,114,971 7,946,618 10,158,346 4,217,349 34,732,273
EDSA Shangri-La Hotel & Resort 21,139,897 7,263,369 13,876,529 - - -
TECC Tenants 17,810,385 3,807,879 23,189 140 13,979,177 -
Installment Contracts Receivables & Others 2,535,686,437 2,535,686,437 — - — -
2,779,806,276 2,694,872,656 21,846,336 10,158,486 18,196,526 34,732,273

Note: Installment Contracts Receivables include both current and long-term portion, and are covered by post-dated checks from customers.

KARLO MAMESTAV[LLO

Treasurer



