The fair value of other assets and liabilities approximates their carrying amounts since these are
short-term in nature or with current market terms,

The cost af the acquisition is determined as follows:

SGCFI FBSHI Total

Cash paid B1LOOSSTL 776 BOOOA2E224  £],700,000000

Mon-controlling interest 730,180,577 [51,063 694 901,258,271
Acquisition-date fair value of

previously held migrest Ta0 182577 151 (65,6594 Q01,2538 271

2 509 950,930 BO92 565,612 B3 502516542

Analysis of cash flow on acquisition is as follows:

Cash paid {R1,700,000,000)
Met cash acquired from subsidiaries 234 951 508
Met cash outflow on acquisition (B1,465,048 492)

Non-controlling interest and fair value of previously held interest have been measured at the
proportionate share of the net identifiable assets acquired and liabilities assumed at fair value.

Gain from remeasurement of the previously held interest to fair value amounting to B824 431 141 13
recognized in profit or loss in 2014,

Goodwill from the busincss combination amounting to B260 870864 comprises the fair value
adjustment of the property under development of SGCPLand FBSHL

From the date of acquisition (April 30, 2014) to December 31, 2014, SGCPI, the surviving enlity in
the merger, contributed 8423762627 of revenue and #207 861,063 of income before tax to the
Group. If the combination had taken place at the beginning of the year, there would be no change in
the toral revenne of the Group but income before tax of the Group would have been
B4112,988,684.

Merger of SGCPI and FBSHI

On May 5, 2014, the BOD and sharcholders of SGCPI and FBSHI approved a proposed merger
between SGCPL and FBSHI, On September 2, 2014, the article of merger was executed between
SGCPl and FBSHEL The SEC approved the Companies’ application for merger on
December 17, 2014,

The merger is intended to accumulate the costs of construction in the surviving entity, allowing far
better tax management. The plan of merger states that FBSHI will transfer to SGCPI its business
propertics, assets and liabilitics that are reflected in its April 30, 2014 audited financial statements,
Before and after the merger, both companies are effectively under the commaon control of Kerry
Group Limited (KGL). KGL is the indirect parent company and investor of the stockholders of
SGOPand FBSHI, As a result. the merger was accounted for using the pooling of interests method.
The merger has no effect on the carrving amounts of the Group's asscts and habihties,
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|3, Investment Properties

2014
Land Buildings Taoral
Beginning balances P13.428400,270 P13,314,825,680 B26,743,225,950
Additions through
subsequent expenditures - 367,641,538 367,641,538
Ending balances P13,428,400,270 P13,682,467,218 PB217,110867488
2013
Land Buildinas Tatal
Beainning balances P12.A06523, 730 RI2 546064620 B23 153,790,359
Additions through:
Aceuisition 821,374,531 15,634 28] 837,208,812
Subsequent expenditures - 152,226,779 752226779
Ending balances B13,428 400270 B13314825680 26743223950

The Group’s investment properties consist of commercial properties in Mandaluyong City and
Makati City under office, retail and land classes of asset, and ather parcels of land held for capital
appreciation.  These classes of assels are based on the nature, charactenstics and risks of cach
property.

The fair values of the properties are based on valuations as of December 31, 2012 performed by
Roval Asia Apprasal Corporation, an SEC accredited independent appraiser. The valuation models
are in accordance with that recommended by the International Valuation Standards Council.  The
Group recorded fair value adjustments of investment properties amounting (o #400,1 26,034 in 201Z.
The Group has assessed that the fair value adjustment in 2014 and 2013 are insignificant.

The fair value measurements for investment propertics have been categorized as Lovel 2 for
parcels land and Level 3 for office and retail properties.  The current use of these properties is
therr lughest and best use.

The fair value of the Group’s land is determined vsing the market companison method. Under the
market comparison method (or market comparison approach), a property’s fair value 15 estimated
based on comparable transactions. The market comparison approach is based upon the principle
af substitution under which a potential buver will not pay more for the property than it will cost to
buv a comparable substitutc property.  In theory, the best comparable sale would be an exact
duplicate of the subject property and would indicate, by the known sclling price of the duplicate,
the price for which the subject property could be seld. The unit of comparison applied by the
Group is the price per square meter (sqm). The market comparison appreach is olien uscd m
combination with cither DCF or the income capitalization method as many mputs to these
methods are based on market comparison.
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The following table presents the valuation techniques and unobservable key inputs used to value the
Group’s investment propertivs categorized as Level 3.

Fange of
Unobeervable
[nputs
Fair Valuc as of iprobability - Relationship of
Class of December 31, Valution  Uncbservable weighted  Unobservable Inputs
Property 2014 Technique Inputs avETdE) to Fair Valuc
TEC (DMeey BE 129189450 DCT Rental value BIS . The higher the rental
#2100 per  walue the higher the
SOuAM meler fair valne
Rent growth 5% The ligler the rent
e annm groawth, the higher the
fair value
Average long- T The higher the
term eoeupaney mie, the
oooupancy rale higher the fair value
Tnflation mate 4% The higher the
inflation rate, the
lower (he fair value
Discount me &.6% The higher the
disceunt rle, the
lower the fair value
Mlam Wing POGL4 841,590 DCF Fenal value P00 0 The higher the rental
angd East B2 EOC per valpe, the higher the
Wing of SCuAre meter fair value
Slangri-La
(Retail)
Fent growth e The higler the rent
PET anmnum erowth, the higher the
Far waluoe
Avernge long- 9% The higher the
term OCCLPANGY fale, he
neoupancy rale higher the fair value
Infation tang 4% The higher the
inflation rate, the
lorweer the Bair value
Discoun rale BGY The higher the

discounl rate, the
[ower 1he fair value

Under the DCF method, a property’s fair value is cstimated using explicit assumptions regarding the
benefits and liabilities of ownership over the asset’s useful life including an exit or terminal value
As an accepted method within the income approach to valuation, the DCF method involves the
projection of a series of cash flows on a real property interest. To this projected cash flow scres, an
appropriate, market-derived discount rate is applied to establish the present value of the income
stream associated with the real property.

The duration of the cash flows and the specific timing of inflows and outflows are determined by
events such as rent reviews, lease renewal and related lease up periods. re-letting, redevelopment. or
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refurbishment.  The appropriate dumtion is typically driven by market behavior that 15 a
characteristic of the class of real property. In the case of investment propertics, penodic cash flows
are tvpicallv estimated as gross income less vacancy, non-recoverable expenses, collection losses,
lease incentives, maintenance cost, agent and commission costs and other operating and management
expenses. The series of periodic net operating incomes, along with an estimate of the terminal value
anticipated at the end of the projection period, are then discounied,

The following are the significant unobscrvable inputs:

o Piere Restal Cash nflows
Bascd on the actual location, type and guality of the properties and supported by the terms of
any existing lease, other contmets anrl external evidence such as current market rents from
similar propertics;

» [lseount Rates
Reflectimg current market assessments of the uncertainty in the amount and timing of cash flows:

v Mefimored Vacancy Rotes
Based on current and expected future market conditions after expiry of any current lease,

o Adaimienance Costy
Including necessary investments to maintain functionality of the property for its expected useful
lifi: and

= Terminal Falie
Taking into account assumptions regarding maintenance costs, vacancy rates and markat rents.

There are inter-relationships between unobservable inputs. Expected occupancy rate may impact
the vicld with higher occupancy rate resulting to lower vields. An increase in future rental income
may be linked with higher costs. 1f the remaining lease term increases, the vield may decrease.

There are no changes to the valuation technigues during 2014 and 2013,

Runtal revenue recognized for investment propertics and direet operating expenses incurred for the
leasing operatians in 2014, 2013 and 2012 are as follows:

2014 2013 : M2
Rental revenue P16248093,646 B233R 990,151 P1848769513
Dircet operating cxponscs 440,430,051 419,425 983 406,578,013

Profit arising from investment
properlics carried at fair value  $2,184 463,595 P1919.564,168  B1442,191,500

g2
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14

Real Estate Development Projects

As of Decermber 31, 2014, the Group recognized the real estate development project of SGCPLin the
consolidated financial statements as a result of the business combination (see MNote 12).

Real estate development project amounting to B11,211,283,922 as of December 31, 2014 pertains to
the construction cost of the hotel portion of SGCPI's Shangri-la at the Fort project, while the
construction cost of the project’s condominium units are classified as Construction in Progress under
Propertics Held for Sale.

As ol December 31, 2013, the real estate development project portains to the project of KRC that
had undergone initial development activitics.  Costs incurred for this project include initial
construction costs, architect and professional fies, praject management costs and borrewing costs.

In 2013, the Board of KRC subsequently approved the redevelopment of this real estate project.
Thus, the Group reversed the accummlated impairment losses amounting to B121.954 697 which
resulted fram the uncertainty on the planned development due to suspension of the projoct. The
recoverable amount of the real estate project iz determined based on a valug in use caloulation using
cash flow projections from financial budgets approved by management covering a four-vear perod.
The cash flows have been prepared to reflect the market selling price of a condominium unit per
square meter and the expected costs of its construction per square meter. The pre-tax discount rate
applied to the cash flow projections is 21%,

In 2014, KRC acquired 100% ownership interest over TRDCL an entity incorporated on April 22,
20014 and registered with the SEC. On the same date, KRC transferved to TRDCI its contractual
obligation to develop a high rise condominivm building located in Makati City,  Construction
activitics for the project commenced during the current vear, As a result, the cntire carrying amount
of real estate development project amounting to P48 B85 387 was reclassified to Construction in
Progress m 2014 (see Note 8},

. AFS Financial Assets

This account consists of:

2014 2013

At cost - unguoted ___MHMEB,S?,G,H? B4BE R26,327
At fair value - gquoted

Acquisition cost 9,121,515 G121,513

Cumulative changes in fair value 4 875,000 4 375,000

13,996,515 13.496.513

P502,322,842 B502,322,842

Unquoted cquity securities mclude unlisted shares of stock which the Group will continue to carry as
part of its investment.  The fair value of this investment cannot be reliably determined. thus, it 1s
carried at cost less allowancs for impairment, if any.

The quoted equity securities consist of mvestment in various golf club shares and stocks. These are
carricd at fair values with cumulative changes in fair values prescnted as part of “Cther components
of equity.” The fair values of these shares are based on the quoted market prices as of the reparting
date.
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Management intends to dispose the quoted and unquoted equity shares through sale, as the need
arses,

The following table presents the movement in the carrving amount of AFS financial asscls:

December 31, Changein - December 31, Change in - December 31,
2012 Fair Value 2013 Fair Vale 2014
Alcosh-unguoted  P43% 826,327 P—  P48B 826,527 B~ PJBER26,327
Al fair value -
queted 13,196,515 300,000 13406515 500,000 13996515
- B302.022,842 BI00,000  B302 322,842 BIO0000  BAN2.B22,842
The movement in the cumulative changes in fair value of AFS financial assets is as follows:
2014 2013 w12
Beginning balance B4, 375,000 B4 073000 F2 565,000
Increase in fair value S00,001) 300,000 1110000
Encling balance B4 875,000 F4, 375000 P4.075,000
16, Property and Equipment
This account consists of:
2014
Furniture,
Building and Fixtures o
Building Transportation Other
Improvements Equipmeni Equipment Total
Cosi
Bepinming balances PESN0TA439 B3ZE12,778  BRLI306TC F204,153.H93
Additions 1.041.395 3914527 15542640 1 3U8 562
Reclasilication - (1,711,605} (260,574) (2,672,179
Ending balances 56.5942.834 ISNLST700 100,921,742 212 880,276
Accumulated Depreciation and
Amartization
Beginming balances 46,863,089 12671262 675234912 137,058,273
Depreciation aud amortization 3402870 5910053 12081819 21484748
Reclassification — (1,7 11,605) (960,557) [2072,162)
Encling balanees S3S5065 6H09,710 THA45,154 155 HTL,B5D
Net Book Values Bl SE6860 BB.145000 B22276558  BAT009417
g4
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2013

Fumiture.
Building and Fixtures and
Building Transporiation Criber
linproveiments Equipancnl Equipmeni Tolzl
Cost
Bepinning balances BR1 447881 B34649130  £E0OTLETL B196 168 882
Additions 4,220,952 302,934 10,242 364 14,766,250
DisposalsReclassification (G67,394) (31392867  (3,974,559) (6,781,230
Ending balances £5001,439 32812778 26339676 204, 153,893
Accumubated Depreciation und
Amprtization
Bepinning bolances 43294 668 18041901 G1.515442 124 850 (k34
Dhepreciation and amonization 2235805 6,418,455 QURS010 [#.6349.270
DrisposalsReclassification {607 384) (L789.137) (3974 530 (6 A431051)
Ending balances 46,863 189 22671262 67,523,921 137,058,273
Net Boold Values Big 138350  Bl014135316 PRISEISATS  BGTO95620

Total depreciation and amortization amounting to BLOT0,591 in 2014 and 461,274 in 2013 were
capitalized as part of construction in progress,

As at December 31, 2014 and 2013, the gross carrving amount of fully depreciated property and
equipment still in use amounted to 294,520,818 and $80,252 448, respectively.

There arc no restrictions on the Group’s title on the property and equipment and there are no
property and equipment pledzed as security for Habilites.

17,

Goodwill

The Group recognized goodwill in 2014 as a result of the business combinations during the wear.
The cxcess of the acquisition cost over the fair value of identifiable assets and liabilitics assumed
amounted to #2609 370 864,

On January 14, 2008, the Parent Company purchased additional equity interest in KSA resulting to
control. On July 25, 2007, the Parent Company acquired Kuok Philipping Properties. Ine. through a
merzer where the former is the surviving eotity.  The aggregate amount of soodwill from both
transactions was B304 026 466,

The recoverable amount of the goodwill arising from the acguisition of KSA was cstimaled based on
the value-in-use computation using cash flow projections approved by management covenng a five
vear period, Goodwill is identifiable with KSA's investment property. the CGU. The discount rate
applied in 2011 to the cash flow projections was based on the Group’s WACC.

n 2011, the recoverable amount of the CGU to which goodwill is allocated approximates the
carrving amount of the CGU because of the increase in the discount rate to 18.37% 1 2011 This
resulted to recognition of full provision for Impairment loss amounting to £394 026 4606
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|4 Accounts Pavable and Other Current Liahilities

This acoount censists of

2014 2013
Trade:

Accounts payvable 240,750,549 B|22.557039

Accrued expenses:
Construction 925,295,058 627,788,309
Interest 47.886,875 21,973,153
Commission 47,604,434 53,233,126
Administative 28,707,910 11,305,119
Repairs and mainlenance 22,591,641 11,844967
Cutside services 13,329,749 21,403,875
Professional foos 7030546 6,257 637
Others 182,843,937 | &5 6a6, 147
Retention payables 1,006,24%,126 0 919034
Customers” deposits 003,130,826 205,446 877
Reservation payables 367,124 866 215 404,069
Advances from condominium unit buvers 217,346,741 T4 437107
Construction bends 54,535.992 53,150,619
Pavable to contractors and suppliers 44,097 825 44 097 825

Montrade:

Deferved output VAT 107,826,686 8,267 893
Withholding taxes 50,767,384 21946411
Output VAT 43,697,652 46,048 THS
Pavable to related partics (MNote 31) 43,629,767 43, 131010
Other current lHabilities 338,123,563 230,512,403

P4,883,213,157 B2,65L001 467

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

Other accrued expenses consist of aceruals for utilities, advertising and promotions, msurance, other
emplovee related cost and other general and administrative expenscs

Retention pavables represent the portion of contractor billings which will be paid upon satisfaction
by the contractors of the conditions specified in the contracts or until the defeets have boen
corrected.

Customers” doposits mainky represent excess of collections from buvers over the related revenue
recopnized based on the percentage of completion method. This account also includes duposils for
transfer and titling related expenses and reservation fees paid to the Company by prospective buyers
which are to be applicd against the receivable upon recognition of revenue and advance payments
received for parking arrangements made with customers.

Reservation pavables pertain to cash paid by the buyers of condominium units for the reservation af
the units purchased. These shall be considered as part of the downpayment on the units purchased
upon cxeoution of the contracts.

Advances [rom condominium wnit buvers pertain to the amounts received in advance from the
condominium unit buvers of TSFSP for utilities. maintenance, repairs of common arcas and titling
B
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fees. These will be paid to TSFSPCC and OSPCC when demanded. TSFSPCC and OSPCC are
affiliates through interlocking directors.

Construction bonds pertain to cash deposits posted by tenants as security for any expenses of
damages that may be incurred by SLPC in relation to construction activities conducted by the tenants
during the fit-oul, as well as during renovation period of the lease. It is normally remmed to the
tenants within six months after completion of their construction activitics,

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

Withholding taxes payable are expected to be settled within the next financial year.

Deferred output VAT represents output VAT on unpaid portion of recognized receivable from sale
of real estate. This amount is reported as output VAT upon collection of receivable.

Output VAT represents tax due and pavable after deducting the corrasponding mput VAT

The terms, balancos and the volume of related party transactions which were and were not
climinated during consolidation are disclosed in Mote 31

Other current liabilities pertain mainly to taxes, insurance, and varions immaterial account balances.

In 2012, long-outstanding liabilitics amounting to 84,836,466 were derccognized. There were no
dereeognized long-outstanding liabilitics in 2014 and 2013 (see Mote 23),

1.

Bank Loans

This account consists of borrowings of the following entitics:

2014 2013
SGCPI (Note 12} PG6,752,835572 (L
Parent Company 5005833333 4,779, 166,667
SLPC 300,000,000 164 285,714

12,148,668,905 4 043 452 381

Less current portion:
Pasent Company 583,333,333 647,619,048
Mongurrent partion B11,565335572 84293833333

SRS

On February 17, 2012, the Board of the Parent Company passed and approved a resolution wherein
it will act as a surety to the loan of FBSHI, now SGCPI, the surviving entity in a merger as discussed
in Mote 12, On April 11, 2012, FBSHI secured a R10.000.000,000 long-term loan facility with a
local bank to finance the construction of a hotel, serviced apartment, and residential units in Fort
Bonifacio, Tagulz City in relation to the Shang at the Fort Project, Under the continuing surclyship
agreement excouted between the Parent Company and the local bank on May 23, 2012, the Parent
Company agreed to be solidarily liable to the extent of 30% of any and all amaunts due under the
loan agreement between FBSHI and the local bank. The local bank is entitled under current
jurisprudence to demand directly from the Parent Company any and all amounts due

a7
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Under the terms of the loan agrecment, the principal amount of the loan shall be pavable in 24 cqual
guarterly conseentive installments commencing on the [ 7th quarter from the initial drawdown, with
e last mstallments in an amount sefficient to fully pay the Joan.  Interest shall be paid on cach
interest paviment date for the relevant interest period based oo theeg-menth treasury bill rate as
published 10 the PDST-F, SGCPL has the option to prepay and to fix the interest rate. Further,
SGCPI is required to maintain a 2.5:1 ratio of consolidated debt to consolidated tangible net worth,
which was complied with by 5GCPL

The loan is secured by an absolute and unconditional continuing suretvship of the sureties namely
Shangri-La Asia Limited and the Parent Company.

The loan is subject 1o a fronl-end [ee of 23 basis points (0.23%) of the total primcipal amount. The
front-cnd fee i considered a transaction cost which is allocated based on each drawdown and
amortized using effcetive interest rate, Debt issue costs also include the documentary stamp tax paid
by SGCPI for cach drawdown, As of December 31, 2014, unamortized debt issue cost amounted to
PROOTR.LOT,

Subjeet to the negative covenants of the loan, from and after signung the loan agreement and for as
long as the loan 15 outstanding, SGCPI, without the prior written conscnt of the bank. shall not
declare ar pay dividends to its stockholders {other than dividends pavable solely in sharcs of its
capital stock) if payvment of any sum doe to the bank s in arrears.

Foreni Canipeny

On February 12, 2008, the Parent Company cbtamed an unsecured ten-vear term loan facility from a
local bank amounting to B3 500,000.000 with intercst based on the higher between the PDST-F rate
plus 0.753% per annum and the BSP overnight borrowing rate. The loan is pavable i 24 cqual
guarterly installments commencing on the 17th quarter from the nitial borrowing date and s subject
o a cortain debt-to-cquity ratio which was complied with by the Parent Company.  The Parent
Company has fullv dravwn the facility as of Decermber 31, 2009

QOn July 30, 2012, the Parent Company obtained another ten-year loan facility from a local bank
amounting o £3 000,000,000 with interest based on the higher berween the three-month Treasury
Bill rate as published in the PDST-F plus a spread of 0.75% per annum and the BSP overnight
bomowing rate. The Company has a one-time option to convert from a floating rate into a fixed rate.
The loan is pavable in 24 cqual quarterly installments, commenecing on the 17th quarter from the
initial borrowing date. It is secured by a ‘negative pledge’ on all present and future assets of the
Parent Company and is subject to a debt service coverage ratio. As of December 31, 2014 and 2013,
tatal drawdavwn from the facility amounted to B3, 200,000,000 and 82, 300,000,000, respectively,

YL

On June 23, 2007, SLPC obtained an unsecured seven-vear term Joan from a local bank amounting
to BUMHLOM000 for permanent working capital and refinancing of SLPC’s existing loans with
interest based on the higher between the PDST-F and the BSP overnight borrowing rate. The loan is
pavable in 28 equal quarterly installments commencing at the initial drawdown dates, and is subject
to a certain debi-to-equity ratio which was complied with by SLPC. The loan has been repaid in
2014,

On November 5. 2012, SLPC obtained an unsecured Len-year term loan facility from a local bank
amounting to B1400,000,000 to partially finance its mall redevelopment progrm with nterest based
an the higher betwesn the PDST-F rate plus 0.75% per annum and the BSP overnight borrowing
rte. The loan is payable in 24 cqual quarterly installments commencing on the 17th quarter fram
the initial borrowing date and is subject to a certain debt-to-cquity ratio which was complied with by
SLPC,
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The current and noncurrent portions of the bank loans as of December 31 and its movements during
the vear are as follows:

20014 2003

Ecpinning principal balance P4,943,452.381 P4 496 433333
Loan acquired from SGCPI as a result of

the business combination 4 098,499,138 -
Proceeds from loan availment,

nel of unamortized debt issue costs 3,754,336,434 FLE00, 000,000
Principal payments during the year (647,619,048} {052 ,980,932)
Ending principal balance 12,148,668,905 4943 452 381
Luss current portion £83.333.333 G47,610 045
Mencurrent portion P11,565335,572 B4 205 B33 333

Interest expense arising from the above loans charged to profit or loss in 2014, 2013 and 2012
amounted to B194.498. 162, B182 181047 and BL64,423,225, respectively (sec MNote 23).

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

Y car Arnount
2015 383,333 313
2006 1,412,736.298
2m7 2208226218
2018 1.856,813.175
019 ,710,979 842
2020 1,710,979 842
2021 1,710,979.842
2022 ERLATOETT
2023 12043478

P12 148,668,905

20

Deposits from Tenants

This account represents noninterest-bearing rental deposits from tenants equivalent to six months”
rent which have been discounted using MART 1 mtes and are carried at amortized cost.  The
difference between the discounted and face values of the deposits was recognized as deferred lease
income. Deferred lease income is amortized on a straight-line basis over the lease term and s
recognized in profit or loss as additional rent income.  Intercst is accreted on Lhe deposits from
tenants using the EIR method and is recognized as additional interest expense m profit or loss.

The movements in the unamorlized discount on deposits from tenants for the vears ended

Decomber 31 are as tollows:

2014 2013
Beginning balance P33,207,608 #26,160 141
Additions 36,941,551 Q314747
Amortization of discount (Nole 23) {30,224,024) {2,207 2%0)
Ending balance B39,985,135 £33 267608
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. Equity

The derails of the Parent Company s capital siock as of December 31, 2014 and 2013 are as follows:

Mo, of Shares Amount
Authorized - BL par value 8000000000 £3,000,000,000
Umissucd (3,235941,018)  (3,235941,018)
Is5ued and fully paid 4. 764 058 982 4. 764,058,982
Treasury shares (2,140,645) (2, 140,643)
Tssued and outstanding 4761018337 B4T761.918337

The Parent Company is listed in the Philippine Stock Exchange. It was registered on June 12, 1981
with tolal listed shares of 4.764.0538,982 wiuch was mitially issued at BL1S per share.  As at
December 31, 2014, 2013 and 2012, the Parent Company has 5,457, 5,553 and 5899 stockholders,
respectively. The details of the Parent Company’s stockholders are disclosed in the annual report.

-

There are 2,140,645 shares that are in the treasury amounting to B6 830,064 as of December 31,
2014 and 2013, There are no movements in the Group’s treasury shares in 2014 and 20135,

As of December 31, 2014 and 2013, retained carnings include accumulated fair value adjustments of
investment propertics not available for dividend declaration amounting to BI2.322.614 883,

2. Dividends

As of December 31, 2014 and 2013, unpaid dividends amounted to B104,294 980 and P20, 544,017,
respectively,

The Parent Company’s Board approved the declaration of the following cash dividends for the vears
ended December 31

Date of Declaration Record Date Total Per Share

2014
February 19 March 17 £333,4584,129 BO.OT0
August 14 August 29 309,375,117 0,065
Badl 850246 20135

2013
February 27 March 15 B2B5 843539 BO.O60
Aupust 14 August 30 237,967,693 0030
P323811,237 2110

20102
February 17 harch 3 BIOO.090,477 BO (42
Auguost 23 september L5 190 386,760 0.040
B300 477 246G #0082
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23. Tnterest Income, (Mher Income (Charges}, and Interest Expense and Bank Charges

[nterest neome

2014 2013 2012
Interest on:
Accrotion of installment
contracts receivable B236,879,642 B22E 037,161 B225 248 376
Cash in banks and
cash equivalents 25492852 dd 451,833 33,204 473
Crverdue accounts from
tenants 6,988,533 6,937,851 4,950,064
o B269,5361,029 B2TD 426,867 PAR4 513613
Chher Income (Charees)
2014 2013 2012
Dividend income P15.234,198 BIE 823456 B34 695511
Administration and
management fee (Note 31) 12,800,351 11,642,137 10,673,047
Customer lounge fee 8,439,786 B.267.732 0,573821
Forfeited security deposits 0,185,855 1,423 083 17,866,901
Fair value adjustments
of financial assets at FVPL 2,663,820 {1.926.4992) 4 8936110
Income from back-out buvers 2,609,798 3081973 2620075
Eanper ingome 2,141,016 2,675,584 3.043.607
Revenue from ancillarn services 2029822 3,063,401 5,534,096
Service revenue 435,749 1,257.919 319,270
Gain on:
Disposal of investment in
associate = 17,438 767 X
Sale of property and
COuIpImcht - 216,983 62,535
Derecognition of Tong-
outstanding liabilitics - - B.B36.400
Onthers (Note 31) 15,379,200 46,326,184 9293 303
P67,975,685 B112,392 231 B124,535 744
Interest Expense and Bank Charges
2014 2013 2012
Interest on bank loans and
bank charges P196,842,320 B182,734 383 RIT1I 770,128
Accretion of deposits from tenants 30,224,024 2207380 03350
£227.066,344 B84 U61 843 B172279478
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24 Cost of Condominium Sales

SHa NG

PROPERTIES |

2014 2013 2012
SPRC P1,953,269,414 B2 903,501,689 2,139, 802,224
SPDI 262,381,970 73,465,348 -
SGCPI 208,513,636 - -
Parent Company 18,279,102 [3,987.067 (5,015,685
P2442,444,122 B29910014,104 B2 224 877909
25 General and Administrative Expenses and Taxes and Licenses
General and Administrative Expenses

014 2013 2012

Prafossional fees and outside
services £50,388,585 A, 199447 3] w8 20

Tanitorial, security and other
SEPYICES 36,805,266 20,982 384 23,497 461
Advertizing and promotions 18,594,903 24366510 45,812,309
Uilities 16,127,671 13,523,603 17,266,737
Repairs and maintenance 8,908,204 4037200 3009479
Supplies 7,422,906 5,785,450 32355068
Telephone and communication 6,737,498 5724174 b, 248 544
Condominium dues (Notz 313 5212612 4432170 21233778
Sverems license and mamtenance 4,026,878 1,936,271 2436 643
Commission 3,301,285 3,386,279 6,266,241
Transportation and travel 2,980,597 2,045 008 2,524,495
Membership fees and dues 2,895,738 2,670,149 2531674
Gas and oil 1,938,806 [ 693,501 L 403820

Entertainment, amusement and
reprosentation 1,938,106 1,617,435 2097200
Bad debrs (MNate 7) 082362 - 11,426470
Reproduction charges 863,037 ®37.053 729 909
Domation = 5,790 843 T2002 14
Ohers 15,199 233 7165 030 13503333
P103 324687  PI56,953,328  B201.934.178
Taxes and Licenses
2014 2013 2012
Real estabe mx 94,774,820 255,300,448 BOE,A01.493
Business taxes 79,285,330 64,326 136 65 9135,032
Doeumentary stamp taxcs 19,408 687 11,367,767 5226702
License and permit fees 539,630 B3], 744 721509
Others 11,438.375 437319 308,441
P205,446,542  P145063,414  PI44,573,177
L 2



20, Staff Costs

2014 2013 2012

Salaries and wages B2406,583,276 Pia2 447 590 BIZ3.T04 500
Employves benefits 27055713 207885373 20,604 248
Renrement benefit costs (Mote 27) 16,371,642 22,080,972 12,371,261
{Others 5528513 6,008 973 4,377,870
P295,539,144 B241.336, 108 B221.058,339

17 Accrued Employee Benefits

This account consists of:

2014 2013
Retircment benefits B35,626,328 B29.602.92]
Cther cmploves benefis 12,875,707 L0652 145

Bs8.502,035 P40 235074

Acerucd emploves benefits pertain to liability for retirement, leaves and other related benefits
gxpected to be settled more than twelve months after the end of the annual reporting period.

Retivement Benefirs

The Group has a funded, noncontributory defined benefit retirement plan, providing death, disability
and retirement benefits for all of ite regolar employees. Under the plan. the normal retirement age is
0 vears old and completion of at Ieas! five years of serviee, Normal relirement benefit consists of a
lump sum benefit equivalent to 100% of the emplovee’s final pay for every year of service.

The plan is administered by an independent trustee bank which is under the supervision of the
Group’s Treasurv Department (Treasury). The Treasury is responsible for investment of the assets,
It defines the investment strategy as often as necessary, at least annually, especially in the case of
sienificant market developments or changes to the structure of the plan participants. When defining
the investnent strategy, it takes into account the plans’ objectives, benefit obligations and sk
capacity. The investrment strategy is defined in the form of a long-term target structure (investment
policy).

Under the existing regulatory framework, Republic Act (RA)} 7641 requires a provision for
retirement pav to qualificd private sector employees in the absence of any retirement plan in the
entity. provided, however, that the cmplovee’s retirement benefits under any collective bargaining
and other agreements shall not be less than those provided under the law. The law docs net require
minimum funding of the plan. The Group is compliant with this regulatory framework.

Retirement benefit costs recagnized i the consalidated profit or loss as part of “Staft costs™ consist
of the fullwing:

2014 2013 203
Current service cost 215,492,700 glE, 110440 BO,902,400
Peet interest cost 578,942 5,980,532 2,468,861
16,371,642 22090972 R12,371.261
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The components of remeasurements, before tax effect, in the consclidated statements of
comprechensive income are as follows:

2014 2013 2Nz
Actuanal loss (gaimd in defined
bencfit cbligation P11,336915 (B29.167.153) P40 GIZ 105
Femeasurement loss (gain)
in plan asset 4,190,942 (7.123.218) (4, 111,245)

Remeasurement loss (gain) on
changes in the effect of
asset ceiling {3,018,101) 3,018 101 :
212,509,756 (B33,212,270) B3 510,860

The acerued retirement benefits recognized in the conselidated statement of financial pesition as part
of “Accrued emplovee benefits™ were determined as fallows:

2014 M3

Present value of defined benefit oblipations B157,435,294 B127 893 493
Fair value of plan assets {101,808,966) (101,308,663

55,626,328 265848310

Restrictions on asscl recognized - 3018101

B55,626,318 B20 602931

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

2014 2013
Defined benefit obligation at the beginning of the vear  R127,893 495 Bldd 505052
Current service cost 15,492,700 16,110,440
Met interest cost 5263469 7283001
Actuarial loss (gain) arising from:
Changes in financial assumptions 12,122,800 {1.093.354)
Experence adjustments : {785,885) (28.013.7949)
Benefits paid (2,551.,285) {10,907 933)
Defined benefit obligation at the end of the vear P157,435294 2127 893 495
The movements in the fair value of plan assets are as follows:
2014 2013
Fair value of plan assets at the beginning of the vear B, 308,665 BRS 835088
Interest moome 4,384,527 1,312,559
Remeasurement gain (loss) {4,190,942) TAI3 218
Contributions 306,716 7047 800
Fair value of plan assets at the end of the year B101,808,966 B101,308,665
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The fair value of the Group’s plan assets by each class as at the end of the reporting penod are as
follows:

2014 2013

Investments mndebt instrements;
Treasury notes and bonds B50,182,010 B0 419604
Corporate notes and bonds 5,745,859 5.014,549
Cash in banks 39,881,007 35474018

B101,808,260 R101.308.665

The effect of the asset ceiling in 2013 is as follows:

2013

{17 Mot assets™® B4 912247

(2) Present value of available refund 1,804,146
i3) Assct limit to be recognized in the statement of

financial position [lower of (1) and (2)] 1,854, 146

Unrecognized asset due to asset finit 308,101

Liability to be recognized in the financial position Bl god 146

* Net asicls presented represent ondy thage compentes wder the Growp for which te fair value of plan asseis is
grechar thens the presst valie of pbligation.

As of December 31, 2014, the present value of the Group’s defined benefit obligation is greater than
the fair value of the Group’s plan assets.

Significant portion of the debt instruments held have quoeted prices in an active market.  The
remaining plan assets do not have quoted market prices in an active market. The plan asscls are
highly concentrated in Treasury notes and bonds but have no eredit risk smee these are govermument
obligations.

The principal actuarial assumptions used are as follows:

2014 2013 2012
Future salary merease rate £.004%% 4 0%, 5.00%
[nscount ra 4.44%0 to 4.75% 4 23% o 3 0% 30 1% o 63d%

A scale of 10% at A scaleof [0%at A scale of 1000 at
ape 20 decreasing age 20 decreasing to  age 20 decreasing
Turnover rate to 0% at age 45 (%% at age 45 to (e at age 45

Mortality rate is based on the 1994 Group Annuity Mortality Table for both 2014 and 2015,

The discount ates used are the single weighted average rate for each company based on bootstrapped
Plilippine  Dealing System  Trcaswry Reference Rates (PDST-R2) at vanous tenors as of
December 31, Rates for intermediate durations were interpolated. The rates were then weghted by
the expected benefit payments at those durations to arrive at the single weighted average discount
rate,

The tumover rate represents the proportion of current plan members who will resign from service
prior to their retirement date and hence be entitled to resignation benefits instead of retirement
benefits.
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There were no changes from the previous period in the methods and assumptions used in preparmg
sensitivity analysis,

The sensitivity analysis below has been determined based on reasonably possible changes of each
significant assumption on the defined benefit obligation as of the end of the reporting penad,
assuming all other assumptions were held constant:

Significant Assumptions Definad Benefit Obligation
Dhscount rate
Increase of 1% R12,653,707
Decrease of 1% (13,025,393
Future salary increase rate
Increase of 1% (13,834, 893)
Dicercase of 1% 12,073,207

The management performed an Assct-Liability Maching Study (ALM) annually,  The overall
investment policy and stratezy of the Group’s defined benefit plans is gnided by the objective of
achigving an investment return which, together with contributions, ¢nsures that there will be sufficient
assets to pay retirement benefits as they fall due while also mitigating the various risk of the plans.
The Group’s current strategic investment strategy consists of 34% treasury investients, 3% corporate
investments and 4 1% cash,

The Group expeets to contribute B26.709,982 to the defined benefit plan in 2015.

The average duration of the defined benefit obligation as of December 31, 2014 and 2013 ranges
from 12 1o 30 vears and 13 to 31 years, respeetively

Shown below is the maturity analvsis of the undiscounted benefit pavments:

Expected Benefit Payments

Other than

Mormal Mormal
Plan Year Retirement Retirement Total
Less than one year B11,864 904 B1GIT 363 213,482,327
More than one year o five vears 30,770,139 TA32,609 58,022,744
More than five years to L vears 6% 193,476 12,014,770 81,208.240
Mlore than 10 vears to 13 years 96,951,934 11,812,573 100,765,509
blore than 15 vears to 20 vears 136,461,346 12,054,933 148,316,779
More than 20 years to 23 vears 311,774,943 21,011,301 332786 244

2% Unrcimbuorsed Share in Common Expenses

SLPC collects reimbursements from tenants, based on either a fixed amount or a percentage of sales,
fior the tenants” share 1o the costs of utilitics, janitorial, security and other exXpenscs on Common areas
shared by SLEC and the tenants, SLPC also collects reimbumsements from the tenants for the actual
costs of utilities, repairs and maintenance used by the wnants in their leased areas. All uiureimbursed
expenses are bomne by SLPC and accordingly reported as operating costs,
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The details of the account for the vears ended December 31 are as follows:

» 2014 2013 2012
Light, pawer and water B377,273,041 P363 370308 P60 387817
Janitorial, security and

other scrvices 97,030,084 30,919,906 0,371,400
Repairs and maintenance 57,352,106 47,428,098 43,214,758
Advertising and promations 26,117,121 41,346,349 246,207 449
Tenants™ remmbuarscments (301,838,831 (446 380,591) 3R3.329.657)

P85,94342 O 003 860

£] 1,051,860

20 Income Taxes

2. The details of provision for income taxes for the years ended December 31 follow:

2014 2013 2012

Current:
RCIT B816,544,302 BR04,552,294 PL58 01,717
Excess of MCIT over RCIT 4,015,210 3,285,026 -
Final tax on imterest ingome 3,749,300 8,200,371 10,655427
824,608,212 816,727,601 468,937,144
Deferred 1TO892.927 (65,297 967) 67,235,367
BG95,501,739 B731,429.724 P536,192,511

The detatls of the recognized net deferred income tax assets (Liabilities) at December 31 follow:

2014 2013
Difference in profit, installment method versus
POC methad P234.183,755 BIGW BUh 057
Advance rental (3814474 53,167 044
Accrued cupenses 47,074,369 7258 4335
Acerued emplovee benefits 26,960,297 12,076,323
Accumulated impairment losses 14,932,510 -
Accrued construction costs 14,389,055 16,485 382
Dreferred lease income 11,472,017 --
Excess MCIT over RCIT 4,709,164 693 953
Unamortized funded past service cost 2,311,551 3238002
Others 443,279 1,637,819
Drefierred tax asscls 470,290,471 360,444 435
Unrealized increase in fair value of
investment propery (6,600,778,630)  (5,488715.753)
Unamortized discount on deposits from tenants {12,767,123) (11,733,663)
Unrealized gain on foreign exchange {238,463 5,400,478
Dretirred tax liabilities (6,703,784,216)  (5,495,045,940)
(6,233,493,745) (P5,128,604.505)
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¢ The reconciliation of provision for income tax using the statutory income tax mte and the actual
provision for income tax for the vears ended Diecember 31 are as follows:

2014 2013 2012

Pronasion for income tax at the
statutory income tax mlc E1.,234 408,738 BO16,358,897 B9 477 352
Tax effects of:
Remeasurement gain as a result
of business combination 247,329,342 - =
Dfference berweean itemized
and optional standard

deductions (OSD) {160,981,245) {148, 121,393) (101,627 479
Movements in unrecognized

deforred meoms fax asses 33,872,226 (48 713, 148) TRO A5
Share 1n losses (profits) of

ass0CIates 2,870,507 1,402,224 (6.216.170)
[nterest income subjected to

final kax (2,474,580) (445, 186) {5.329.638)

Other non-taxable income,
net of non-deductible
CNpUnSLS {359,523,54%) 34948 330 (80, BRG 9EE)
Provizion for income tax PO9s5.501,739 B751.420724 B336,1925101

d. The Group did not recognize deferred income tax assets on the following items as of December
31,2004 and 2013 since managament believes that the Group may not have sufficient future
taxable profics available to allow all or part of them 1o be utilized in the future or prior to
expiration:

2014 2013
NOLCO B56,TR0.645 Bl 915878
Orhers 6,044,866 3,991 594

¢, The Group’s NOLCO which is available for deduction against future taxable income are as
tollows:

Year Available
Incurred Bepinning Incurred Expired Ending Ut
2014 B B46,875,419 B~ P46 875419 2007
2013 6,903 391 - - 6,905,391 2016
2012 2 699 835 - - 2,909 833 2015
20l 6,010,652 - 0,010,652 - 2014

PIS015878  P46.875410 P6DIDGS2 P36, 780,645

£ The Group's MCIT which can be applied against furure income tax due are as follows:

¥ car Avalable
Incurred Beginning Incurred Exprired Ending Lol
2014 P B4 070,549 B P4 070,649 2017
20103 a6 63l - - 806,631 2016
2012 120,169 = = 120, 16% 2015
PO26 800 R4070,640 B P4.007.449
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« The fellowing are the provision for (benefit from) deferred incorne taxes directly recogmized n
cqni!y:

2014 2013 2012
Change 1n fair value of AFS
financial asses E150,000 OO, 000 P333 000
Remeasurement gains (losses) on
defined benefit liability (3,752,927) 9,903 681 (10,953 258)

(3,002,927} B10053 681 (B10,620.258)

b, RA No. 9504, effective on July 7, 2008, allows availment of 0OSD. Corporations, except for
nonresident foreign corporations, may elect to claim OSD in an amount not exceeding 40% of
their gross income. In 2014 and 2013, KSA, SLPC and IPPI availed of the OSD for the
computation of their axable income,

30, Earnings Per Share

Basic and diluted earnings per share are the same since there are no dilutive potential common
shares.

The computations of eamings per share for the years ended December 31 are as follows:
Based on Net Ingome

2014 2013 20132

Net income attributable to equity

holders of the Parent Company  £2,735,375.946  RL011.272641  RLA46ATIOT
weithted average number

of outstanding shares 4,761,918,337 4761 918337 4761 918337
Earnings per share P0.574 20422 B0 346

Based on Tetal Comprehensive Income

2014 2013 2012

Total comprehensive income

altributable to equity holders

of the Parent Company P2,726,986,671  BRO35287770  BLA2L2B05E:
Weighted average number

of outstanding shares (Note 21)  4,761,918,337  4,761,918337  4,761,918.337
Earnings per share £20.573 B0 427 FO0.340)

Therc are no instrements that could potentially dilute basic earnings per share in the future.
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31, Related Party Transactions and Balances

Enterprises and individuals that directly, or indirectly through one or more intenmediaries, control or
arc controlled by or under common control with the Group, mcluding holding companies,
subsidiaries and fellow subsidiaries, are related parties of the Group. Associates and individuals
owning, directly or indirectly, an interest in the voting power of the Group that gives them
significant influence over the enterprise, key management personnel, including directors and officers
of the Group and close members of the family of these individuals, and companies associated with
these individuals also constituee related parties.  In considering cach possible related party
relationship, attention is directed to the substance of the relationship, and not merely the lezal form,

The follewing are the ransactions with related partics:

Related Pary Transactions and Balances which were Mot Eliminated During Consolidation
The terms, conditions, balances and the volume of related party transactions which were not

eliminated during consolidation ave as follows:
Transactions with affiliaies

s A portion of the Parent Company’s land i3 being leased by ESHRI, where the EDSA Shangri-La
Manila Hatel {the Hotel) 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 ESHRL Rental revenue is
based an a fised percentags of the Hotel's room, food and beverage, dry goods and other service
MEVOILIC.

= SPMSI provides management services to TECCC, TSFSPCC, and TSGTCC for a minimum
period of five vears starting January 7, 2009, April 1, 2010 and January 7, 2007, respectively.
As consideration, SPMSI shall reccive from TSGTCC, TECCC and TSFSPCC monthly
management fzes of B400,000, R100,000 and B100,000, respectively, inclusive of VAT, with an
escalation rate of 10% per annum. The parties agree mutually on the renewal of the agreements

= Reimbursement of expenses paid for by SLPC for ESHRI

r Condominium dues charged by TSFSPCC and TECCC.

*  §PS] operates and manages the parking facilitics of ESHRI for fixed monthly concession fee
starting January 1, 2010, This fee is included m the “Others™ under “Other Income (Charges)”
(see Mote 230

v Sharing of expenses with affiliates.

The following are the amounts or volume of transactions during the years ended and the outstanding
receivables and payables as of December 31

AmaunyVolwmne Chastanding Balance
2014 2003 o1 2014 13 Teris Comdinons
tental
alk-dayy Linsecunest,
ESLEL FOS454TE2  PTAITLIOL  PRLASAEEY  P2EEIZELG B2 104831 mominlerastbenning oo impaiciaen
100
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Ao Vol Oulstanding Balance
2014 2013 1z HOE 2013 Tems Cunditicat:
Alanagement
e iees
(e Mo 23)
M-z Lmseeurad,
TECQRL FHSMR 545 P, TITL0T P 179643 BlA17 249 FLZEEA0E  ponintersst-bearing  ne impainment
Mchays Uhizgelzed,
TRFSICC 1557679 2,946,429 1767 HET 1 A24464 1,066,564 nonintereat-beaning o mmpainmenl
Mi-clay, | hasecured,
TSGTCC 1555017 1,508, 101 1,725,547 1,650,773 2705637 noninterest-bearing ne impatroent
P12 806351  B1LGHLLNT  PI0GTS04T  B4490 486 P3,061.029
[omdaminizm
dues
(g Mol 23]
Aedaw Linsovured,
Pl Coanpriny FL A48 042 FL 597067 2,956,597 #1.29.230 PR12, 730 noninlercsi-beaning a0 EnpineeiL
Wil Unzecuned.
[T 313,135 2,185,412 12,681,514 - - peminterest=heacing ng impaisnem
My Lisegured.
1 B84 A58 RN R IENET - noninterzshenring e intgrinem
el Uisevused.
SPRC - 214252 ST - 120 noninteresl-beuring o imgrsLEenl
Filclavy Eliseewed,
aPsl - = 67,419 - nomlarcsl-Beaning o impainnent
F5212.612 BLA521T6  FLLIETIE BLI99230 Bl 3,050
Hebmlnrsed
[ TET
A-day, Lmsernred,
ERTIRT PI4376,411  PI2553.754  PIAG26306  $II10011 E3532985 nonintesest-bearing na impainmen
Concessivn fee
(e Mote 21)
Mi-day, Einsgenredl,
EXHE B P— FIT.0M) [ P— noninteresi-bearing o inpaiment
Adfiliwtes” shore in
Croup™s
l,l\'TH,ltI.\.l"i.
A0y Uneured.
TECCC FIEMIMNEN  P41952 581 PAD116EIF RTSIS966 FLOGLA01 noninterest-bearing me impiinme
Pdukati Shangri-La I0-dax; Limseuired,
Tzl 100583 255 714712 756,333 LR A T 191,524 nonigerest-henging o impainment
LR [securzed.
TRESPOC TARS A8 6,758 66 6825450 3466192 2520036 nonimerestbearing w0 impalmaent
Sk Unsecired,
e 6,167,255 £047 806 3.0601.842 3543 4345, 564 noninterest-beiring o impasnent
Sib-daw Lpsecred,
IsEERT 1620005 1382344 14,671,405 G154 40355 nemimerast-lheanng oo impairment
hbuctan Shangri-La A0-duys Unsecured,
Flateel 652K 59,533 R8240 268,695 ITE5ET  noninlerest-hearng 0o impairmen?
Clvml] Propesties, My Linsserinirad,
1 917 4 555 1,706 12,332 12663 noninterest-hearing o impairman
Alactan Deachtront Ml Unsevured.
Feasoarrees, Inc, (5,525} 5,927 1087 (1459 30 novimeres-bearing woe inpEinnent
Shangri-La Fijisian Pavable en demnnd; Unsecitrid,
Tesnrt - 626,052 626,952 nonimerce-hearing no impainncat
3oy Unseeured.
Unhiers 5354071 LL,541.045 G896, 933 457143% 537082 nenintercsl-heaning no mpnicen
PEEAMLIT  PEOA44.TIT  BALOTAERE  RITIMLIES  PIOET6IN0
Ll
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Amaunt! Volums Chlstonelimg Halnes
014 2013 iz 2014 2012 Turms Comditions
f.'l'l:-llp‘u sl in
wiTilinfes®
e pulies
(i Mote LE)
Ail-day, Unsecuned,
TECOC BES4,5-40 PETGOTT O FI4TRTARA B 142 B noninlerest-learng noimpairment
Wpaday, Uhsecured,
TSESPCC S50,00:8 16T 1,662,215 A2 15,75 nesnnterest-bezring oo impainnent
Hp-dny: Umseseurad,
Uy 452,761 470,00 149,137 TRITS 193467 npesintergst-bearing oo impeinmen
FI..GT:TJ‘.'-'T Fl2el612  PIGS98.536 £ITLRIT P1I%.20

Fransactions with associqies

On Febrouary 17, 2012, the Board of the Parent Company passed and approved a resolution
wherein it will act as a surety to the loan of FBSHIL, On April 11, 2012, FBSHI has secured a
B10,000,000.000 long-term loan facility with a local bank to finance the construstion of a hotel,
serviced apartment, and residential units in Fort Bonifacio, Taguig City in relation to the Shang
al the Fart Project, Under the continuing suretyship agresment executed between the Parent
Company and the local bank on May 23, 2012, the Parent Company agreed to be solidarily
liable to the extent of 30% of any and all amounts due under the loan agreement between FBSHI
and the local bank, The local bank is entitled under current jurisprudence to demand directly
from the Parent Company any and all amounts due.  Should demand be mads, the Parent
Company will recognize a liability, As a result of the business combination, FESHIs obligation
from the loan agreement was transforred o SGCPIL the surviving entity after the merger with
FBSHI (see Note 123 As of December 31, 20014 and 2013, the Parent Company hias not recorded
any liahility in connection with the loan,

Sharing of expenses with associates.

Amcunt Volume Dutstanding Balasee

114 013 2012 20014 2002 Terms Condlitions
Aaxnciites” shart
In Crromps
X PrEes
Joday; Llnsesarel,
TSI BPOASIIL0 WLL220668  P52E2.130 B— PLARRZIY noninteresi-hearog no srmprirment
3-day LUnseured,
1501 T3 105 Gl A GOLGE EX LI TA0E002  poninlaresibearing o mpLinnem
PI0,I96315 PILE2S 134 PIERIIO] PIAOA548 P49 352
Coromip®s =l i
nn nsiockte’s
BX PR
(e Mote 1)
Payable wat
dmared: Einsecunsd,
ELrL ¥ i PR 0sE 0 PAZ SR T reninlerest bearnag ng ichpainmae
102

SHAMG PROPERTIES | 20104



Outstanding balances from the above related party transactions as at December 31 follow:

2014 203
Receivables:
Affiliates:
Share in expenses B31,390,165 BIOET632
Management services 4,492,486 3,061,029
Reimbursed expenses 3,310,911 3532985
Associales 3,600,548 4291352
242,794,110 R23 761 686
Accounts payable and other current liabilities:
Aszociate P42, 158,700 P42 158,700
Affiliates:
Condominium ducs 1,209,230 513,030
Share in expenses 171,837 159 260
P43,629.767 B4G, 131010
Compensation of key management persconel consist of the following,
2014 2013 2012
Salaries and other short-term
cmplovee benefits B37,603,264 236,457,991 P44 003,067
Post-employment benefits 2,989,031 2,451,986 2,765,177
B40,592,293 238909977 P46 768,244

There are no stock option plans for officers and emplovees and no other long-term benefits aside

from rotirgment benefis,

Felated Party Transactions and Balances Eliminated During Consolidation

The terms, conditions, balances and the volume of related party transactions which were eliminated

during consolidation are as follows:

a. Lease of Parent Company’s land and the East Wing of the Shangii-La Plaza Mall to SLPC

2014

2013

2012

Rental income BI01,679,019

2137860212

£110.049 D49

A portion of the Parent Company’s land where the Shangri-La Plaza Mall is located is being
leased to SLPC. The lease is for a peried of 25 years {rom Janvary 6, 1993, Rental revenue is
based on a certain percentage of SLPC’s annual rental revenue from mall operations plus a

certain percenlage of the carpark’s net income.

In 2013, the Parent Company also leased to SLPC, the East Wing of the Shangri-La, the mall
area of OSP. for a certain percentage of SLPC's rental revenue from the mall from Janwary 1,

2013 o September 30, 2013,
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k.

Usufruct agreement between the Parent Company, SLPC and 5PSI

On January 16, 2002, the Parent Company entered into a usufruct agreement with 51LPC and
SPSI. 8PS will be granted limited usufructuary rights over the Parent Company”s and SLPC’s
parking spaces for a consideration equivalent to a certain percentage of SPSI's grass income less
direet and indirect expenses. The agreement is subject to renewal on a yearly basis. Rental
income of the Parent Company and SLPC, and rental expenses of SPS1 are as follows:

2014 2013 2012
SLPC B11,754,610 BI0,043 538 B0 345,010
Parem Company 5,511,469 1461777 6,754,153

R17.566,079 B17.305315 17,399,165

Lease of East Wing of the Shangri-La Plaza Mall by SPRC to SLPC

2014 2013 12
Renlal ineome B55,894923 PI13,695318 P

SPRC and SLPC entered into a memorandum of agreement whereby SLPC will operate the mall
establishment and constitute it as the East Wing of the Shangri-La. The leasc is for a period of
five vears from October 1, 2013 and renewable upon mutual agresment by the partigs, Rental
revenue i3 based on a certain pereentage of SLPC’s annual rental revenue from that mall.

SPS1 has an agreement with KSA, wherchy SPS1is to manage and operate the parking slots of
K$A, which commenced on Janwary [, 2009 The agreement is rencwable upon mutual
asreement by the parties. In consideration of the agreement, the parties agreed on the following
revenuc-sharing scheme: K.SA shall receive the amount equivalent to 753% of the monthly gross
parking revenue, less applicable VAT, while SPS1 shall receive the amount equivalent to 3% of
the wonthly gross parking revenue, less applicable VAT, Income of KSA and expenses of SPSL
which are cquivalent to KSA's share are as follows,

24 2013 2012
Rental income and cxpense B29,796,157 B2p 512768 P24 0356327

The Parent Company leases its office space and SPRC leases a unit on Level 1 Shangri-La
Flaza Mall from SLPC.

The Parent Company’s lease agreement is for a period of thres years starting November 1, 2002,
By mutual agreement of the parties, the contract of lease was renewed on May 16, 2010 for
another three vears which commenced on May 17, 2010 and ended on May 16, 2013, The
Parent Company’s rental expense is exclusive of YAT and subject to five percent escalation
EYECY year.

In 2010, SPRC and SLPC entered into a lease agreement, whereby SPRC shall lease a unit on
Level |oin Shangri-La for the higher of: (a) a minimwn guarantee rent, or {b} a cerain
percentage of gross sales, exclusive of VAT, The lease commenced on May 1, 2010 and will
cnd on April 30, 2014, subject to renewal as may be mutually agreed by the parties.
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Rental expenses of the Parent Company and SPRC, and rental income of SLPC are as follows:

2014 2013 2012
SPRC BT 319,287 BT 316402 BT HYE 898
Parent Company 3,392,934 4 067 282 4,200,604

P10,912,221 B11,353 684 BE2,099,502

The Parent Company’s and SPRC’s refundable deposits from these tmnsactions amounted 1o
P425,424 and 630,000 as of Deceraber 31, 2014 and 2013,

Management agreement between KSA and SPMSL:

2014 2013 2012
Management fuoe EZ,504,013 B2.549,105 R23IT 366

KSA entered into a management agreement with SPMSIT for a monthly fee of BI150,000 with
L% annual cscalation for a period of five years starting March 2013 The parties agree
mutually on the rencwal of the agreement, SPMSI shall provide on-site property leasing
management including Head Office support services and periodic audit to ensure compliance
with international practices; perform staff recruitment, training and performanee evaluation; and
perform financial management, including billing and collection and budget provisioning.

In 2011, SPDI abtained an unsecured, noninterest-bearing, pavable on or before Duecember 31
2012 loan from SHIL amounting to B2,317.500,000. As of December 31, 2014 and 2013, this
loan has not been settled,

Parent Company’s dividend income from declarations of the following subsidiarics:

2014 2013 2012
SLPC B725,000000  PAOCO00000  P700.000,000
KSA 423,200,000 185,150,000 132,250,000
SPSI 4,200,000 3,500,000 3,500,000
SPMSI 4,000,000 - 3,000,000
SPDI 75,000,000

B1,231,400,000  P788650,000  PR38,730,000

T 2013, the Parent Company and SPRC entered into a Deed of Absolute Sale for a parcel of
land owned by the Parent Company with tofal square meter arca of 9,852 located ar Internal
Road, Shangri-la Place, Mandaluvong City for a total consideration of RE4G IR0000. Ths
resitlied o a loss on sale of the land amounting to 317,270,436 which was eliminated during
cansclidation,

Reimbursement of expenses paid for by a related party on behalf of a related party and vice-
Varsa.

Unseeured, noninterest-bearing receivables and payables between related parties.
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Cutstanding balances from the above related party transactions at December 31 which were
climinated during consolidation are as follows:

2014 2013
Receivables of the Parent Company from:
SGCHI P1,010,072,162 R300,127
SPRC 853,625,220 1,742 413 006
SFRHI 690,928,665 500,494
SLPC 103,943,521 233739584
SPMSI 22,622,122 17,174,662
SPSI 7.984.922 4,568,210
SPDI 5,215,561 .
KMSC 1,037,217 1,011,608
KSA 426,239 245,801
B2G95.855,719  R1,790,089 892
Pavables of the Parent Company to!
SPDI P620,480,000  BS19.301.810
SLPC 1,169,581 2,513,043
SPRC 505,996 1,261,043
P622,155,877 B523.076,796
Receivables of:
SHIL from SPDM $2,317,500,000  P2317.500.000
Others 2.549.461,236 M, T 540
B4,866,961,230 B2 408,296,540

The receivables and payables between related parties, exeept for those arising from reimbursement
of expenses and those that are unsecured and noninterest-bearing which are payable on demand,

have normal eredit terms of 30 to 90 days, but may po bevond as agreed.

On Julv 14, 1993, a complaint was initially filed before the Regional Trial Court {(RTC) - Pasig by
the principal contractor of the Shangri-La Plaza Mall against the Parent Company and the Board for
the recovery of the balance of alleged unpaid construction work, compensatory and moral damages,
legal fees and litigation costs totaling about £122,000,000, exclusive of interest, In the answer ¢x
abiundante ad coutelam, as a counterclaim, the Parent Company is asking for approximately
B152.000.000 in overpayment plus B7,000,000 in damages and litigation costs. Due to technical
reasons, the principal contractor re-filed the casc on or about June 23, 1998 with the Construction

32 Commitments and Contingencies

Industry Arhitration Conmmission (CIAC),

On October 27, 1994, the RTC-Pasig issued an order directing the partics to arbitrate their dispute
under the Arbitration Law. A similar order was issued by the CIAC on February 3, 1999 dismissing
the procecdings institated before it by the plaintiff. The plaintift, accordingly, served a demand for

arbitration dated April 3, 1999 under the provisions of the Arbitration Law.
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The arbitration hearing, during which both the Parent Company and the principal contractor were
given the cpportunity to present their wimesses, commenced in December 2006 and ended with the
decision of the Arbitral Tribunal promulgated on July 31, 2007, In its decizion, the Arbitral Tribunal
avwarded 1o the principal contractor the swm of B46,903, 987 and o the Parent Company, the sum of
B 387 484 (net award to the principal contractor was P38 518 503).

The principal contractor has appealed the Arbitral Tribunal’s decision to the Court of Appeals.
praving for the award of the full amount of its claim. The Parent Company has partially appealed the
said decision, praving for the reduction of the award to the plaintiff. The Court of Appeals, in its
dicision dated August 12, 2008 and resolution dated Aprid 16, 2009, awarded to the principal
contractor #24, 497 356, unpaid progress billings based on the origmal scope of work, and denied the
Parent Company of its mation for partial reconsideration.

On June 3, 2000, the Parent Company filed a Petition for Review on Certiorari to the Suprene Court
praving to issue an order or decision: (a) declaring the Parent Company as not liable to the principal
contractar for unpaid progress billings based on the ongmal scope of work, (b) ordering the principal
contractor to pay the Parent Company B7,390,000 as liquidated damages, and (¢} setting aside or
reversing the Court of Appeal’s decision and resolotion insofar as they are adverse to the Parent
Company. On a Pettion for Review on Certiorar dated June 11, 2009, the principal contractor
prayed to the Supreme Court to modify the decision and resolution of the Court of Appeals, to award

the principal contractor the full amount of its claim, Both petitions are pending resolution by the
Supreme Court as of March 27, 2013,

The Parent Company and SLPC have other pending legal cases which are being contested by the
Parent Company, SLPC and their legal counsels. Management and the legal counsels believe that
the final resclution of these cases will not have a material effect on the Group's financial position
and results of operations.

wl

Tad

Lease Commitments
The Group entered into lease agreements with third parties covering the freehold buildings and thair
unprovements. These leases gencrally provide for either {a) fixed monthly rent, or (b) minimum rem

of a certain percentage of gross revenue, whichever is higher,

Rental income from percentage of gross reverue of lessee recognized in the profit or loss amounted
to 121,352,947, B124 074 911 and B8O, 173,290 in 2014, 2013 and 2012, respectively,

The nunimum future rental collestions under non-cancellable operating leases follow:

2014 23 Eﬁi
“Within one year B2323,156,660 B1O1E343,828  R1AGL 742,004
After ong vear but not mere than
five vears 4,642.450,449 1,473431,761 L 7dd 146930
More than five vears 267,882,864 234 408,500 93,283.16]

B7,733,480,973  B3628 184,080  B3300,172.095

107
SHAMG PROPERTIES | 2014



34, Fair ¥alue Measurement and Financial Instruments

The following table provides the farr value measurcment hicrarchy of the Group’s assets and

hababites as of Docomber 31, 2014:

Fair Walue Meazurement Using

Cheoted
Pricesin Significan Significanm
Active Ohservable  Unebservable
Markets Inputs Inputs :
(Level 1) {Level 2) (Level 3) Total
Assets Measured at Fair Value
Financial assets at FVPL BI3N12524 B B B33.012,524
Irvesiment propertics:
Land = 13428400270 = 13428400270
Buildings - — 13/82467,218  13482467,218

— 13428400270 13682467218 270108674488

P330123524 PI3A428400,270 P13,682467,218 P27,143 880,012

Asseds for which Fuir Yalues
are Disclosed
Loans and receivalles

Beooivables* B- PLE1LM%656 B B1LELLIDGLSG
Rafundable deposits - 68 493,754 - GH 493,754
LBT9.543410 - 1879543410

AFA Anancial assels:

Ungueated - 488,826,327 488,826,327
Cinoted 13196515 - — 13,196,515
13,196,515 488,826,327 502,022,542

RIZI96515 P1ET2543410 P48RRE26,327 B2,381.566,252

Liahilifics for which Fair
Valoes are Disclosed
Acconmis pavable and other

currenl liatlnies** B RLIVZEIA0NE B- P339 E34018
Bank loans — 12148668905 — 12 148,608,95
Dreposils from lenants 078444217 e U7H 444,217
Accrued employee benefits*+# - 12875707 - 12875707
B R16532822.847 P B16,532.822,847

* el of adawioriized disconnt gnd poecrned tecome of B4 IP0BERETY i 2000 and advances fo comlraciird end suppliers of

Fio3 s

** Evniyding cusimers | deparits, reservalion payeble, swipnt VAT, sefereed oo VAT and withieldling feeves.
el geced relirerment hengfite of B35 626,3 3%
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The following table provides the fair value measurement hicrarchy of the Group’s asscts and
liabilities as of December 31, 2013;

Fair Value Measurement Using

Quoted
Prces in Sigmifican Significant
Active Chservable  Uncbservable
Markels Inputs Inputs
{Level 1) (Level 23 {Level 3) Tatal
Assets deasured al Fair Value
Financial assets at FVPL B30, 348,704 fi— P— PRLIAR. T4
livzsimenl propertics:
Land - 13428400270 — 13428400270
Buildings - — 13314825080 13314825 680
- 13428400270 13314 825680  26,743,223.950

FA0348.704 P13.428,400,270 P13.314.825 680 B26,773,574.654
Assets for which Fair Values are
Disclosed
Loons and receivables
Reoeivibles* B- B2 A0 122350 B P2ANLI223E0
Refundable deposits - 37280169 - 37,286,169
- 2AMBADES1R - 24384083519
ATFS Minancial assels:;
Unoquated - - 488,826,327 458, 820,327
Cluoted 13490,515 - - 13495135
13496515 = 4HE B26,327 5002, 322 842
Pli496515 B2 438408519 B4EE B26,327  BIOL073] 361
Liahilities for which Fair Values
are Disclosed
Accounts pavalde and glher
crrent linbilities** B- BLO77287.434 B- B2O77287.434
Bank loans - 4,943 452 381 - 4 943 452 381
Deposils from lenants - 054,813,749 - 954,513,749
Accrued cmploves benefiis*®* - 10,652,145 - 10,632,145
B BT 9R6,205704 P— BT ORG205,709

¥ Ned o amamnrtized discont and wnearned roome af RIAO2ATII0E in 2003 ond adwances o conbiaclors and fippliers of

o B R N

T Weliaing clesomers depesils, reservation pevable, o VAT, deferred oujprer VAT and withholding tooces.
w4 Weludiag eccried retivement hengfits gf PI90602 931

The Group’s policy is to recognize transfers into and transfers out of fair value hierarchy levels as of

the date of the event or change in circumstances that caused the trmansfir.

There have been no assets and liabilitics transferred between Level 1, Level 2 and Level 3 during the

period.

The following methods and assumptions were used to estimate the fair value of cach class of

finaneial instrument for which it is practicable to estimate such value:

Financial Assets af FVPLL

The fair value of financial assets at FVPL is based on quoted market prices at the reporting date.

The quoted market prices used for financial assets held by the Group were the current bid prices,
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Cash and Cash Fquivalents, Receivables, Accounts Payable ond Other Current Liabilities,
Dividends Pavasle and decruwed Employee Benefits

Due o the short-term nature of cash and cash equivalents, receivables other than installment
contracts receivable, accounts pavable and other current liabilities, dividends pavable and accrued
emploves benefits their carrving values were assessed to approximate their fair values.

Insialiment Contracts Receivahle
The fair value of installment contracts receivable approximates their carrying value as the interest
rates they carry approximate the interest rates on comparable instruments in the market.

Refundable Deposits and Deposits from Tenants

The fair values of deposits from tenants were based on the present valug of estimated future cash
flows using MART-1 ratcs at the reporting date. Discount ranges from 1.01% 1o 3.35% and 0.4% 10
538% as of Decomber 31, 20014 and 2013, respectively.

AIYS Fingpgial Assets
The fair value of quoted equity securitivs is based on market bid prices as of the reporting date. The
fair value of unquoted equity securities is not reasonably determinable.

Hank Loans
The carrving value of the bank loans with variable interest ates approximates their [air value
because of recent and quarterly repricing based on market conditions.

_ Financial Risk Management Objective and Policies

The Group's principal financial instraments comprise of cash and cash equivalents, financial assets
al FVPL. Joans and reccivables, AFS financial assets and other financial liabilities. These arc 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 trade pavables, arise directly
from the conduct of the Group's operations,

The main risks arising from the use of the financial instruments are interest rte nisk, eredit risk and
liguidity risk,

Risk management is carried out by the Group's management under policies approved by the Board,
The Group’s management identifies and ¢valuates financial risks in close cooperation with the
Giroup's operating units,

The main abjcctive of the Group's financial risk management is to minimize the potential adverse
efficts of the unpredictability of financial markets on the Group’s financial performance. The Board
provides principles for overall nsk management, as follows:

Diterest Rate Risk

Interest mte risk arises from the possibility that changes in interest rates will affeet 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 December 31, 2014 are disclosed in Note 19,

Interest rates on all bank loans are based on the higher between the PRST-F rate and the BEP
overnight barrowing rate,
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The Group's mterest rate risk management policy focuses on reducing the overall interest expense
and exposure 10 change in interest rates. Changes in market interest rates relate promanly o the

Group's interest-bearing loans with floating intersst rates as it can cause a change in the amount of
interest payments,

Interest on financial instmments with floating rates 1s repriced at intervals of less than one vear.
Interest on financial instruments with fixed rates is fixed until the maturity of the instrument. The
other financial mstruments of the Group that are not included in the tables above are noninterest-
Learing and are therefore not subject to mterest rate risk. The Group invests excess funds i short-
term placements in order to mitigate any increase in interest rate on borowings.

The following table represents the impact on the Group™s income before income lax brought about
by reasonably possible change in interest rates, with all other variables held constant. as of
December 31 until its next Anancial reporting date:

Change in Interest Rate  Effect on Income before lncome Tax

2014 Increase by 0.95% E45,754,240
Decrense by 0.95% (45,754,940)

2013 Increase by 0.50% (24.717.202)
Decrease by 0.50% 24 717,262

There is na other effect on the Group's equity ather than those already affecting profit or loss.

Credit Risk

Credit risk is the risk that the Group will incur losses because its counterpartics failed to discharge
their contractual obligations. The Group has no significant concentration on credit risk. Sales of
residential condomimium units that are on mstallment basis are supported by post-dated checks from
the buyers. Titles to propertics sold are not released unless full payment is received. In the case of
leasing cperation, tenants are subjected to credit evaluation and are required to pul up security
deposits and pay advance rentals, if nocessary.

The following table shows the maximum exposure to credit nsk for cach component of financial
assets in the consolidated statements of finaneial position as of December 31.

2014 2013

Financial asscts at FVPL B3302,524 B30, 348 704
[.oans and receivahles:

Cash and cash equivalents* 2,630,057 d61 1.862,306,550

Receivables:

Installment contracis reccivable** 2,842,228,094 2,229 966,071

Fent 201,236,080 139,562 395

Related parties 42,794,110 23,761 686

Advances to officers and employees 7,695,914 1,373,351

Interest 1,697,524 L, 16

Others 30,578,550 5,294,722

Cash in cscrow®** 352027489 -

Refundable deposits 68,493,754 37,286 169

6,076,839,576 4 300,715 069

AFS financial asscts 502,822,842 502,322 8472

B6,712,694,942  P4.833 386,615
* Eveluder cash on hand gf B 260,547,359 ia 2004 med B2 060,387 in 2013,
w0 e el e rtized deecnet! aad rnearnes o of B4, 270 S60ETS in 2004 andd B3 0247 25604 [ 20LE
TER o prenadtants aaed oliey currenl assels,
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The net maximum exposure o credit risk for eash in banks, after taking info account insurance on
bank deposilz, amounted to BLIG 234079 in 2014 and 114,188 5369 in 2013,

The following tables provide information regarding the credit risk exposure of the Group by
classifying its financial assets according to the credit ratings of the debtors as of December 31:

Hiid
Medther Fast Thuo nor Inpained Pt D b Mot Teapaived
Mon-Tovestment Mon-Tivectment Past Dag
Carade: Cirnele: Alnre than i
Sartizfaciary  Tinandifetory 30 Dinvs, W Travs 120 Dave 130 D= 130 Iy Tmpnired Tizal
Fiparial aets 0l FVPL B3 002524 b i e - [ - B- FAIT AL
Loans and weervables
Crash wad cash
eyuivalens® T AI0057 461 - - - - - - « TAIDOET AL
Recmvanles:
Tr=talliezn: coniracts
vegaezvhl e ¥ el S el ¥ - - - - - - — TE4AZ5 6%
Bent 126,548,548 = FTATEE0T BTREAID SIOTSRT O AEAL126 0 17010052 = z36 078
Felaed pariis: - - - - - = 437,110 - 42,704,110
Aclvancis 1o
officars ard
emplavecs TASE 914 - - - - - & = TAOUR NI
Inhzest 1if7.50 = - - - - - - 657,524
iXhss 3368024 - - - - = - BaAGAN A5A A
sl 0 eecromct 3TN TARS - = - = = - = GE027 ARG
5 L9s TR S04 — ITNTEANT  RTHEEALY 5107502 SRS 1EG SRR G RASASEE 131,311,734
AFS i bl aisets Sk 523 842 - — — = - - - S0RATD AL
#6531, 153 860 P F3ITATSE07 PETREAIZ FE107,502 BERGL 12 PEOROLIEE FROEEAH F068T,047, 000
2013
Taither Past e nec Imnpaized Tas; Crag but Wik Troqpvires]
Men-lrovestment hon-Ervesbnent Faa Dnee
Grabe: Girsde! hdrn than ard
Latifheteey  Upsasisfastony 2 Thys WrDone 120Dy IS0 Dy 150 T Eremaired Tetnl
Firancinl assels o3 FWVPL B3LTAE, = B E L e [ Bo B0, T
Lazina omd receivablos
Tash and cash
sl LRGE,506,5 50 - - ERGZ 300,550
Racuivables:
Irzinllmen: contacls
recervable®* AP0 - = - - - .23, 0T
Stent OF AAG AN — LORARALD 2OMOSN 4180445 BARATRE T1RME B3R 54T, 20
Torlazed pantes - - - = 23 TEI SEG - EERTA N
Acdvances i
edticers ard
mplonees LATE AR TAGS A1
Inlssest LAt L6752
ixhars 5,294,782 > - = - - om0y 1 2508, e
A 157, T5A471 — IBEIESET 2AT0EAD 41405 034TER 25GESMM TOTAOTT 4 273G
AFE fimarszal avais 502,820,542 - = - =5 AOLETR D
148, 7 300 B2 0T P-FLOIIBS0Z PLOVLDH P, L40,445 F3004,788 P35 5E5 M IOTEOTT 74,5 10,550,460

* Frehales cash on hond of BISGST 588 i 2004 and B2 000, 323 m 2003,
4 ey ol nmmoriice discount and nrearned irnconme o PA2TOSELETS in 2014 and B3 402472508 in 2092,

wh e prppoaenls aod giber ciereeal 0asels
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Financial instruments classificd under “neither past duc nor impaired” include high grade credit
quality instruments because there were few ar no history of default on the agreed terms of the
contract. "Past due and impaired” pertams 1o those financial instruments that are long cutstanding
and have been provided with allowance for impairment losses.

The credit quality of the financial assets classified under neither past due not impaired was
determined as follows:

Cash and cash equivalents, financial assets at FYPL and AFS financial assets are based on the nature
af the counterparties and the Group’s internal rating system,

Recoivablis which are sansfactory pertains to receivables from existing and active {enants,
customers, related parties, counter partics, officers and emplovees; while unsatisfactory pertains to
receivables from enants, customers, related parties and counter parties that have already ceased their
respective operations, and officers and emplovees that are no longer emploved by the Group,

Ligquidity fisk

Liguidity rizk is the risk that the Group will not be able to settle or meet itz obligations on time or at
reasonable prices. The Group maintains 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
condonunivm sales and leasing operations against cash requirements for its construction activities.
The Group unilizes its borrowing capacity, if necessary, to further bolster its cash reserves.

The following tables summanze the maturity profile of fnancial assets comparcd with the
contractual undiscounted payments of financial liabilities in order to provide a complete view of the
Group’s hquidity as of December 31

2014
Overltod Creerito l
Within 1 Yenr Yenrs Yeurs  Oher 3 Yenrs Tutal
Fimaocinl Assels
Fisnancial asseis al FYVPLL 33012 524 P- - B FI3M2.504
Laxirs anel revervalsles:
Cisly siml cansh ecqivadents TATT Ak H20 - - - 2911 4Kk B3
Lzocenvablos:
Installment comractz receivahle 4705 ROITR 10, S0 320 47 SRS NGS = ERERRESR
lient 001 2806, [ - - - 211,254,151
abated pantics dZ,TNL T TR - - - 42,71
Adviness b officers nwl cnplovess 1127724 = = . = 7127724
Inderest 1697524 - - - 1,697 524
nlers 64,221 266 - - 64,221,266
Cacll in euorow 352,027 439 - - - I3 027 .d480
Relundable doposits G5, 400, 750 - - . 68,403 754
B4 452 545 1,669, 504,526 647 5550065 — 701 B2 536
Al Dnanenl assols SV M2 4T - - - 12 E312 H42
PRUBLIZRI1 P1669.504326 P TERS.065 F- FI1297.677.002
{3ther Fliancial Linbillties
Agvount pavable and olher curmenl
linlsilites® BT RGRBA B - P- P2V IGEHEG
Dank Loans ERISIIS3Y LETOSIZSH  1JI2.5000KK  BIEIOEESE  1E, 148005005
Deposits Imom 12nanis 2478 408, 284 44 470,074 443 LRk LAH3 437 637
Fanamwizl guarantes {Mote 31} 120,108 625 - - - 120,0001.623
Aeerved emphncee bencfis*** = - 12,875,707 12,878,707
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36,

Capital Management

The primary objective of the Group’s capital management is 1o ensure that if maintaing a strong
crodit rating, comply with externally imposed capital requirements, and maintam healthy capital
ratios in arder to support its business and waximize stockholder value,

The Group manages its capital structure and makes adjustments to it, in light of changes in economic
conditions. To maintain or adjust the capital stracture, the Group may adjust the dividend payment
to stockhaolders, return capital to stockholders or issuc new sharcs, Mo changes were made in the
objectives, policies or processes in 2014, 2013 and 2012,

The Group monitars capital using a gearing ratio, which is net debt divided by capital. The Group
includes within net debt bank loans less cash and cash equivalents. Capital pertaing to tolal equity

less MCHL
2014 20103
Met Debt
Bank loans P12,148,668,905 P4.043.45238]
Less cash and cash equivalents 2.911,004,820 1,891 446,943
0.237,664,085 3.052.005.438
Capital
Tatal equity 27.784,333,224  24.790,79]1,359
Less NC1 3,065,795,878 3,056,381,448
23.818,537,346  21,734409,92
Gearing Ratio 38, TR 14.04%

The Group was able to meet its capital management objectives.
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37, Mote to Statements of Cash Flows

The prncipal nencash transaction under mvesting activities pertains to the acquired total asscts
amounting to B9.647 345 695 and total liabilities amounting to PO433 381,223 as a result of the
busingss combination (see Note 12).

38 Acronyms and Abbreviations

The following are the acronyms and abbreviations used in the consolidated financial statements with
the meanings as spectfied below:;

Acronyms!

Abbreviations Meaning

AFS available-for-sale

ALM Asset-Liability Matching Study

APIC additional paid-in capital

B5DC Brown Swallow Development Corporation

BSP Bangko Sentral ng Pilipinas

BW1] British Virgin Islands

CGuU cash generating unit

CIAC Construction Industry Arbitration Comrission

CWT creditable withholding tax

EIR effective interest rate

ELI EPHI Logistics Holdings, Inc,

EPRC Exchange Properties Resonrees Comporation

ESHRI ELSA Shangri-La Hotel and Resort, Ine,

ELL cetimated useful lives

FBSHI Fort Bonifacio Shangri-la Hotel, Tne,

FRSC Financial Reporting Standards Couneil

FViy fair value option

FVPL fair value through profit or loss

GFA gross floor area

HES Hong Kong Dollar

HLURE Housing and Land Use Regulatory Board

HTM held to maturity

IASE International Accounting Standards Board

IFRIC International Financial Reporting Interpretations Committee

IPEL lvary Post Propertics, Ing,

[SPI ldeal Sites and Propertics, Ine.

KMSC KFPFI Management Services Corporation

KREC KPP Bealty Corporation

ESA KSA Realty Corporation

MARTI the average of the top 60% of bids by tenar for govermment
securities submitted by fixing banks

MBFI Martin B. Propertics, Inc,

MCIT minimum corporate income tax

MOA memorandum of agreement

M non-controlling mterests

MNCRI Mew Contour Realty, Ing,

NOLCO net operating loss carryover

MRY net realizable value
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Acronvims/
Abbreviations

mMeaning

01
050
OS5F
ORPCC
PAS
FDST-F
PDST-R2
FPFRS
roc
PSE

PS1

RA
RCIT
RTC
SEC
SFBLI
SGCHI
SGCP
SHIL
SLPC
SLP
5P
SPMSI
SPRC
aP5l1
S&P
TCT
TEC
TECCC
TRDCT
TsFsF
TSFSPCC
TSGT
T5GTCC
Usg
VAT
WACC

other comprehensive incoms

optional standard deduction

One Shangn-La Place Project

One Shangri-La Place Condominium Corporation
Philipping Accounting Standard

Philippine Dealing System Treasury Fixing
Philippine Dealing System Treasury Reference Rates
Philippine Financial Reporting Standards '
percentage of completion

Philippine Stock Exchange

Perfect Sires, Inc.

Republic Act

regular corparate income tax

Regional Trial Court

Securties and Exchange Commission

Shang Fort Bonifacice Holdings, ne.

Shang Global City Holdings, Inc.

Shang Global City Propertics, Inc,

Silver Hero Investments Limited

Shangri-La Plaza Corpomation

Sky Leisure Properties, Inc,

Shang Property Developers, Inc.

Shang Propenty Management Services, Inc.
Shang Propertics Realty Corporation

SPI Parking Services, lnc.

Shang Saleedo Place Project

transfer certificates of title

The Enterprise Center

The Enterprise Center Condominium Corporation
The Rise Development Company, Ing,

The 51 Francis Shangri-La Flace Project

The St Francis Shangri-la Place Condominium Corporation

The Shang Grand Tower Prajsct

The Shang Grand Tower Condomininm Corporalion
United States Dollar

valuc-added tax

weighted average cost of capital
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Corporate Directory

OME SHANGRI-LA PLACE

Tel: (63 2) 370-2600

Faw: {53 2)370-2626

Show Suite and Sales Office
Level 1, Shangri-La Plaza

EDSA carner Shaw Boulevard
Mardaluyang City 1550
sales@oneshangri-laplace.com
whww.oneshangri-laplace.com

SHAMNG SALCEDOD PLACE

Tel; (B3 2} 519-0000 or 519-8080

Fax: (63 25199111

Show Suite and Sales Office

Level 3, Tower 1, The Enterprise Center
fran Avala Avenue corner Pasec de Roxas
fhakati City 1212
sales@shangsaleedoplace com
wwowshangsaleedoplace.com

SHAMGRI-LA AT THE FORT

Tel: {63 2)752-7378

Mezzanine level, Makati Shangri-La

Manila, Ayvala Avenue cormer Makati Avenue
Makati City
horizonhomessifim@shangri-la.com

wivn shangri-lacom

SHAMGRI-LA PLAZA

Tel, (63 2) 370-2500

Fax: (63 2) 633-4474 or 633-4492
wowrw.shangrila-plaza.com

EQSA corner Shaw Boulevard
Mandaluyeng City 1550

THE ENTERPRISE CEMTER

Tel: (63 2} 7521000

Fax: (63 2} 886-5001

viwrwe theenterprisecentercom.ph

6756 Ayala Avenue corner Paseo de Roxas
Makati City 1212

THE SHANG GRAMND TOWER

Tel: (63 2)909-5000 to 04

Fax: {63 2) 900-5006

www theshanggrandlowercom

98 Perea Street corner dela Rosa Street
LegaspiVillage, Makati City 1229

THE 5T. FRANCIS SHANGRI-LA PLACE
Tel: (63 2) 2352517

Faw: (63 2)570-0981

wiriw Thestirancisiowers.cam

Internal Hoad corner St Francis Street
Mandaluyong City 1550

THE RISE MAKATI

Tel: (&3 2) B43-7473
Showesuite and Sales Office
ath Avenue corner Rizal Drive,
Bonifacio Global City,

Taguig 1624
sales@therisemakatioom
wienw Lherisermnakaticom

[nvestor Relations Information

PRINCIPAL OFFICE

Tel: (63 2)370-2700

Fax: (63 2)370-2777

Level &, Shangri-La Plaza
EDEA corner Shaw Boulevard
Mandaluyong City 1550
info@shangproperties.com
W shangproperties.com

PRINCIPAL BAMKERS

Bank of the Philippine Islands
Metropelitan Bank and Trust Company
Banco De Ora

AUDITORS
Syeip Gorres Velayo & Co,

LEGAL COUNSELS

Abello Concepcion Regala & Cruz
Romula, Mabanta, Busnaventura,
Savor & Delos Angeles

PROPERTY VALUER
Roval Asia Appraisal Corporation

STOCK TRANSFER AGENT
Rizal Comrmercial Banking Corp.
Ground Floar, GPL Building

221 Hen. Gil Puyat Avenue,
Makati City, Metro Manila

KEY CATES
Fegular Board Meeting: Quarterly
- Annual Stockholder's Meeting:
Any day in June of each yvear
Fiscal Year: 1 January to 31 December
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