AmountVolume Dubstarnling Balance
2014 2013 2012 14 2013 Terms Canditiuns
Ml et
Services
(e More 23
I-day; L isectirad,
TECCT BESIESS POTITLUT POLTHGSY PLAITI4Y FL2RR40E noninterest-bearing ne imprinent
W-day, Unetiesd,
TEFRPCC 2457 670 2045,42% 2767857 1,424 ds4 1,066,964 noninleresi-bearing o impainme
30-day, Unsecured,
TEGTCC 1,555,127 1898101 1,785,547 1,680,775 2,705,637 senintergsi-beaning o impairmen
B128MG55]1  FLLG4ZI5T  RIOGTI0ET #4471 456 P50061,029
Congleminiim
dues
(e Mols 23)
Si-dav, Unsecired,
Pnenl Company Fraafdz  P1LS¥T06T  PIRSGSET  B1200.230 FRLETHM nonteresl-bearing no impaiment
il Ungeciured,
E&a Y N ERE ¥ 12,681.5104 - - nonigorsd-bonring  m impairment
ey, Unsseured,
SPDI 454435 454,435 4057 - noninierest-bearing m ingp@innent
M-day; Dhiseetiged,
SPRC - 2142352 179791 - 320 pmiderssd-bouring o bmpainent
0-day; Umescuired,
2P31 - - 67419 - — _nonintetestbeaning no impairment
212,612 P4432176  F21.233,778 F1,.290.330 E213.050
Relnebarred
CX[elses
A0-day, 1msocured,
ESHEIT B4 576.411  P12,553,754  PI3 306200 3310011 PIE3E085 acuinterest-bearing ne impairment
Cancession foo
[see Motz 223
S Tineeared,
ESHEI H- P— FT7,000 - P— noninterssi-benring no imprirment
AdTliates” share In
Group's
EXJRNS
Slhelay; Linsecred,
TECCC FiammEss P41 952583 PID116.835 FT 515,966 P1961401 nontmercst-beartng o impainment
Makal Shangni-La 30-day, Unzecured,
Hanel 10583 255 T14,718 T36.333 9960615 191,524 nonbiterest-bearing o inpainment
J0-day Unsecared,
TEFEPCC TARSARS  GTIROSE  G5ZSAS0  IAGRIST 250036 nowintercsl-bearing no impsimment
M0-day, Unsecured,
TECT G.1467,358 5047 B8 3,695 542 4354943 4,249 364 poninterest-beaning 1w impeinment
M-dmy; Linsecuned,
ESELRI 1,620, 83 13,825,434 14,671,405 15,450 403,534 penmderest-benting no inpaimecol
Mlactzn Shungri-La M-clay; Uhizectired,
Heel 452,065 398,533 15259 168,695 TIEE3T noninterest-bearing no imgaimeen
Clavall Propertics, Wadliry: Umsevurad,
T, w17 4323 01,706 12,332 12665 roninterest-bearing ne impairment
Lluctan Lewchirom I0-day; Unsecurad,
Ragources, e, {5525 3927 10T {7,455 30 mominkerssi-bearing no impainmen
Shangri-La Fijisian Favalle on danand, Unsecured,
Tueenrt - {2 e, D52 626,052 nomnterext-heanng neo impairment
I-day; LUmsecured,
Citlyzrs 5354071 11,341,053 GRGAET 4 872438 S3T0EY weminferast-heaning ne impairment
BES 440417 BFEOALATLY  RALOTARR0 RITIMIG65  PLOET6S20
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Arneunl Yelume Dugstanding Balance

2014 013 2012 2014 i3 Terms Canditicoms
Crroups shane in
wiTilhees’
o prerises
[z Moge 18
A0-clay, Unsecure,
TRECOC F o )] PETGOZT  PL4,TET5E4 3,142 P noninderest-hearing no impairment
0-day; Llisecarred,
TSFsPCC 50,096 214,678 1662,213 320 15,793 noninderest-bearing no impainment
30-dw; Dlpsocanrid,
(hers i, 761 AT, 145,127 GRITE 142,467 noninterest-benring no inypnirment

BLGTLTOT PL2G161T  PIG,595516 £IT183T 155,20

Tramsaciions with associales

*  {n February 17, 2012, the Beard of the Parent Company passed and approved a reselution
wheretn it will act as a surety 1o the loan of FBSHI On April 11, 2012, FESHI has scoured a
B10,000,000,000 long-torm loan facility with a local bank to finance the construction of a hatel,
serviced apartment, and residental untts in Fort Bomifacio, Taguig City in relation to the Shang
al the Fort Froject. Under the cortinuing suretyship agreement executed belween the Parent
Company and the local bank on May 23, 2012, the Parent Company agreed to be solidanly
liakle 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 made, the Parent
Company will recognize a hability. As a result of the business combination, FBSHI s oblization
from the loan agreement was ransferred to SGCPI, the surviving entity after the merger with
FBSHI (see Mote 12). As of December 31, 2014 and 2013, the Parent Company has not recorded
any liabality in connection with the loan,

*  Sharing of expenses with associates.

AtV olame Crutztandang Balance
2014 013 202 2014 20T Terims Conditions
Adsaglntes” sl
T LErow s
CXPCRECS
Aoy, Unsecursd,
FESH] Pa 493210 B112HG6E  RA2R2 IR0 B- PLARREI9 pesdnlecesi-hearing ne impaimen
Hp-day; Ungacurad,
] 03105 GAMAGG Gl 1G] 3, 05H), 548 2903,023  meninterest-bearing no impainnem

PULIZES1S RILEZE LI BIEERIO]  ¥3,600,548 1,791,352

Growp’s shure in
i fussechde's

CATHTSEY
{see Mole 18)
Frynble o
dermand, Unaeaursd,
SLP - P PooORERI58700  PAZ 158700 noninterest-hearing oo impaimment
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Outstanding balances from the above related party transactions as at December 3 1 follow:

2014 2013
Receivables:
Affiliates;
Share in expenses B31,390,165 BP1O8TG,320
Management services 4,492 486 5,061,029
Reimhursed expenses 3310911 3332083
Associates 3,600,545 4291 352
42,794,110 223,761,630
Accounts payable and other current liabilities:
Associate 242,158,700 BA2 158,700
Affiliates:
Condominium dues 1,299,230 813,030
Share in expenses 171,537 139,260
43,629,767 B4Z 131010
Compensation of key management personnel consist of e [ollowing,
2014 2013 2012
Salaries and ather short-term
emplovee benefits B37,603,264 P36,45T7991 244 003,067
Post-cmployment benefits 2,989,031 2,431,984 2763177
B40,592,295 P38.900977 P46, 768 244

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

from retirement benefits.

Related 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 Shangri-La Plaz Mall to SLPC

2014

2013

012

Rental income B101.679,019

B137.860212

110,049,049

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 pericd of 25 years from January 6, 1993, Rental revenue is
based an a certain percentage of SLPC’s annual rental revenue from mall operations plus a

certain percentage of the carpark’s net income,

Tn 2013, the Parent Company also leased to SLPC, the East Wing of the Shangri-La, the mall
area of QSP, for a certamn percentage of SLPC's rental revenue from the mall from January 1,

2013 to September 30, 2013,
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b.

d.

Usufruct agreement between the Parent Company, SLPC and SP5SI

On January 16, 2002, the Parent Company entered into a usufruct agreement with SLEC and
SPS1 SPSI 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 SPST's gross income Jess
direct 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 SPSI are as follows:

20104 2013 2012
SLPC B11,754,610 B0 043338 RI0,345010
Parent Company 5,311,469 7461777 0,754 153

P17,566,079 R17503315 B7.299 165

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

2014 20103 2012
Rental income B55,894.023 B13,605318 2

SPRC and SLPC entered into a memorandum of agreement wherehy SLPC will operate the mall
catablishment and ecnstilute it as the East Wing of the Shangri-La. The lease is for a period of
five vears from October 1, 2013 and renewable upon mutual agreement by the partics.  Rental
revenue is based on a certain percentage of SLPC’s annual rental revenue from that mall,

SPS1 has an agreement with KSA | whercby SPSI s to manage and operate the parking slots of
KSA, which commenced on January 1, 2009, The agreement is renewable upon mutual
agreement by the partics. In consideration of the agreement, the parties agreed on the following
revenue-sharing scheme: KSA shall reeerve the amount equivalent to 73% of the monthly gross
parking revenue, less applicable VAT, while SPST shall receive the amount equivalent to 25% of
the monthly gross parking revenue, less applicable VAT, Income of KSA and expenses of SPSI,
which are equivalent to KSA s share are as follows:

M4 2013 2012
Rental ingome and expense B29,796,157 P26,512.768 B24 036,327

The Parent Company loases its office space and SPRC leases a unit on Level |in Shangri-La
Plaza Mall from SLPC.

The Parent Company’s lease agreement is for a period of three 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 VAT and subject to five percent escalation
EVEry year,

Tn 2010, SPRC and SLPC entered into a lease agreement, whereby SPRC shall lease a unit on
Level 1 in Shangri-La for the higher of {a) a minimum guarantee rent, or (b) a cermain
percentage of gross sales, exclusive of VAT, The lease commenced on May 1, 2000 and will
end 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 20103 2012
SPRC BT 319,287 B7 310,402 P7.898 898
Parent Company 3,502,934 4,067 282 4,200,604

P10,912,221 B11,383,684 12,099,502

The Parent Company’s and SPRC’s refundable depositz from these transactions amounted to
2425 424 and B650,000 as of December 31, 2014 and 2013,

Management agreement between KSA and SPMSI:

2014 2013 2012
Management fee F2,804,013 P2549.105  P2317366

[KSA entered into a management agresment with SFMSI for a monthly fee of BL30,000 with
0% annwal csealation for a period of five years starting March 2013, The partics agree
mutually on the renewal of the agreement. 5PMSI shall provide oo-site property leasing
management including Head Office support services and periodic audit to cnsurc compliance
with intermational practices; perform staff recruitment, training and performance evaluation; and
pperform financial management, including billing and collection and budget provisioning,

In 2001, SPDI ablained an unsecured, noninterest-bearing, pavable on or before December 31,
212 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 ingome from declarations of the following subsidiaries:

2014 2013 2012
SLPC B725,000,000  B600,000,000 700,000,000
KSA 423,200,000 185,150,000 132,250,000
SPSI 4,200,000 3,500,000 3,500,000
SPMSI 4,000,000 L 3,000,000
SPDI 75,000,000 2

B1,231,400,000  P788.,650,000  B838,750,000

In 2013, the Parent Company and SPRC entered into a Deed of Absolute Sale for a parcel of
land owned by the Parent Company with total zquare meter area of 9332 located at Internal
Read, Shangri-la Place, Mandaluvong City for a total consideration of £640,380,000. This
resulted © a loss on sale of the land amounting to B3 17,370,436 which was eliminated during
consolidation.

REeimbursement of expenses paid for by a related party on behalf of g related party and viee-
Versa,

Unsecured, noninterest-bearing receivables and payvables between related parties.

105
SHAMG PROPERTIES | 2014



Outstanding balances from the above related party transactions at December 31 which were
eliminated during consohdation are as follows:

2014 2013

Receivables of the Parent Company from:
SGCHI B1,010,072,162 B300,127
SPRC 853,625,220 1742415006
SFBHI 690,928,665 300,494
SLPC 103,943,521 23,373,984
SPMSI 22,622,222 L7, 174,662
5PS1 7,984,922 4,868.210
5PDI 5,215,561 g
KMSC 1,037,217 LO11,608
KSA 426,229 245 801
B2,695,855,719 B1 790,080,892

Pavables of the Parent Company to:

5Pl B620,480,000 B39 301E10
SLPC 1,169,881 2,513,043
SPRC 505,996 1,261,043
P622,155,877 P523,076,796

Fecocivables of;
SHIL from SPDI
Dthlers

#2,317,500,000
2,549,461,2356

P2,317,500,000
B0, 796,540

P4.8066,201,2.30

B2,408,296,540

The receivables and payables between related parties, except for those arising from reimbursement
of expenses and those that are unsecured and nominterest-bearing which are pavable on demand,
have normal credit terms of 30 to 90 days, but may go bevend as agreed.

32, Commitments and Coutingencies

On July 14, 1993, a complaint was initially filed befare the Repional 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 B122,000,000, exclusive of interest.  In the answer ex
abundante ad coutelam, as a counterclaim, the Parent Company is asking for approximately
BISZ,000.000 in overpayment plus B7,000,000 in damages and litigation costs.  Due to technical
reasons, the principal contractor re-filed the case on or about June 23, 1998 with the Construction
Industry Arbitration Commission (CIAC),

On October 27, 1598, the RTC-Pasig issued an order directing the parties to arbitrate their dispute
under the Arbitration Law, A similar order was issued by the CIAC on February 3, 1999 dismissing
the proceedings instituted before it by the plaintiff. The plaintff, accordingly, served a demand for
arbitration dated April 5, 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
wiven the gpportunity o present their witnesses, commenced in December 2006 and ended with the
decision of the Arbitral Tribunal promulgated on July 31, 2007, Inits decision, the Arbitral Tribunal
awarded to the principal contractor the sum of B46,905,987, and to the Parent Company, the sum of
PE3RT 484 (not award to the principal contractor was B38318 503},

The principal contractor has appealed the Arbitral Tribunal’s decision to the Court of Appeals,
praying for the award of the full amount of its claim. The Parent Company bas partially appealed the
said decision, praving for the reduction of the avward to the plaintiff. The Cour of Appeals, in ifs
decision dated August 12, 2008 and resolution dated Aprl 16, 2009, awarded to the principal
contracior #24.497 556, unpaid progress billings based on the oniginal scope of work, and denied the
Parent Company of its motion for partial reconsideration.

On June 3, 2009, the Parent Company filed a Petition for Beview on Certiotari to the Supreme Court
praying to issug an order or decision: (a) declaring the Parent Company as not liable to the principal
contractor for unpaid progress billings based on the origmal scope of work, (b) ordenng the principal
contractor to pay the Paremt Company B7.390,000 as liquidated damages, and () setting aside or
reversing the Court of Appeal’s decision and resolution insofar as they are adverse to the Parcmt
Company., On a Petition for Review oo Certiorari dated Juna L1, 2009, the principal contractor
praved 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 wlich are bemng contested by the
Parent Company, SLPC and their legal counsels. Management and the legal counsels believe that
the final resolution of these cases will not have a material effect on the Group's financial position
and results of operations,

EER

Lease Commitments

The Group entered into lease agresments with third parties covering the frechold buildings and their
improvements. These leases penerally provide for cither (a) fixed monthly rent, or (b) minimuwm rent
or a certain percentage of gross revenue, whichever is higher

Rental income from percentage of gross revenue of lessee recognized in the profit or loss amounted
o RI21382.947 RBI24074 911 and B0, 173 290 in 2014, 2013 and 2012, respectively.

The mimmum future rental collections vnder non-cancellable operating leases follow:

2014 2013 2012

Within one year B2A23, 156,660 B1O18343.828 B1 462,742,004
After one year but not mare than

five vears 4,642, 450,449 1 475431761 | . 744,146,930

More than five vears 267,582,864 234 408 300 03,283,161

B7.733 489073 B3 02H 154,089 B3 300,172,095
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The following table provides the far value measurement hierarchy of the Group’s asscls and

34, Fair Value Measurement and Finaneial Instruments

liabilitics as of December 31, 2014

Fair Valoe Measorement Using

Ohaoted
Prices in Significant Significant
Aclive Ohservable  Unebservable
Matkors [aputs [nputs
{Level 1) ilewel 23 (Lavel 3y Total
Assets Measured at Falr Value
Financial assets at FVPL B330125204 B- B B33012524
Trivestoent propenies;
Land —  13428400,270 -  13428400,270
Buildings - — 13682467218 13682467218

- 13428400270 13682467218 27010867488

B33012,524 B13428400,270 PI13,582,467218% B27,143,880,012

Assets for which Fair Values
are Disclosed
Laans and reccivables

Rieceivables® B PLEILM9656 P— BLEIL4Y.656
Refundable deposits - 68493754 - 08,493,754
- 1R79543410 - 1ET9543410

AFS financial assets
Unquoted = = R H26,327 488 526,327
Croted 13,196,515 - - 13,196,515
13,196,515 85 H26,327 02,022,542

RIZ196515 BISTOSI3A10 BB RI6317 B IR1566,252

Liabilities for which Fair
Yalues are Disclosed

Accounts payable and other

currcnt Liabilitics®* B- B3I 392R34018 B. BISUZAZ4018
Bank loans = 121486689035 - 11148668905
Dreposits from tenanis i QTR 444,217 o O7H, 444,217
Accrued emploves benefitg®+ - 12 875,707 - 12 873,707

P PI653TH22847 B~ B16532R22847

T A of enomortized dirconst ond necrmed income of R IT0 930875 e 2008 amd eovances oo coniraciors and suopliers of

PLOs) 79058,

= Pyebnding cwstomers | deposits, reseevtion pawahle, ctpet FAT, deferved ogpur VAT and wichbolding roes.
R olading accried rolivement berelits ol PA5S26.323
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The following table provides the fair value measurement hisrarchy of the Group's assets and
lizhilities as of December 31, 201 3;

Fair Value Measurcment Using

Chuited
Prices in Signilicant Significant
Active Observable  Unobservable
Markels Inputs Inputs
Level 13 Level ) Level 3) Total
Assets Measured at Fair Value
Financial asgers at FVPL BI0,348,704 B P 30,348,704
lnvesiment properics: g
Land - 13428400270 = 13428400270
Buildings - - 13314825680 13314525680
= 13428400270 13314825680 26,743,225 550

B30,348,704 P13,428400,270 BI3 314,825,680 P26,773,574.654

Assets for which Faie Values are

Disclosed
Loans and receivables
Feceivables® P— BLAOL 122350 P- PZ4AOLIZ2350
Felundable deposits - AT086,169 - 37 2R6. 169
— 2438408519 — 2438408510
ATS financial assels:
Unguated - - 488,820,327 488,826,327
Chuoled 13495515 - - 13490513
134963515 - 488 826,327 202,022,842
FI3496515 B2 4384083519 P88, 826,327 B2 940,731,361
Liahilities for which Fair Values
are Disclosed
Accounts pavable and other
currenl abilities®® B2 OTTIRT A4 B~ B2OTTIRTA34

B

Bank loans T 4,943,452 58] - 4943452351
Depasits from tenants - 954 813,744 = 954,813,749
Accrued cmployves benelils*** - 10,632,145 ~ 10,532 145

B B7,086,203,709

B R7 086205700

* Nel of wwamartived discoust ol wreorred income af B3 403472508 in 2003 ond advonser o contraciors and sgprters o

FlISZMHETTS,

** Ewpiitding cusiouers " depasits, reservation payeble, oulpet VAT, defarred cugnir FAT and withfolding teooes.
R Crelvding overied relirenient benefits of B29E203 ),

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 cansed the lransfer,

There have been no assets and liabilities transforred between Level 1, Level 2 and Level 2 during the

period.

The following methods and assumptions were used to estimate the fair value of each class of
financial instrument for which it is practicable to estimate such value:

Finarcial Axsets ar FVPL

The fair value of financial assets at FVPL is based on quoted market prices al the reporting date.
The quated market prices vsed for financial assets held by the Group were the current bid prices.
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Cash and Cash Fquivalents, Recetvables, Accounts Pavable and Other Curvent Liabilities.
Dividends Pavable and Accrued Emplovee Benefits

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

Instaliment Contracts Receivahle
The fair value of installment contracts receivable approximates their carrving 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 value of estimated future cash
flows using MART-| rates at the reporting date. Discount manges from 1.01% to 3.55% and 0.4% to
5.38% as of December 31, 2014 and 2013, respectively.

ARS Fingneiol Assety
The fair value of quoted equity securities is based on market bid prices as of the reporting date. The
fair value of unquoted equity securities is not reasonably determinable.

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

. Financial Risk Management Objective and Policies

The Group's principal financial instruments comprise of cash and cash equivalents, financial assets
at FVPL, loans and receivables, AFS financial assets and other financial liabilitics. These are held
primarily to finance the Group’s operations and capital expenditures.  The Group's financial
mstruments, 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 rate risk, eredit risk and
liguidity risk,

Risk management is camried out by the Group’s management under policies approved by the Board,
The Group’s management identifies and evaluates financial risks in close cooperation with the
Group’s cperating units,

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

Inierest Rote Risk

Interest rate risk arises from the possibility that changes in interest rates will affect future eash Aows
or the far values of financial instruments, The cash flows of the Group’s bank loans that arc
exposed to interest rate risk as of December 31, 2014 are disclased in Note 19,

Interest rates on all bank leans are based on the higher between the PDST-F rate and the BSP
overnight borrowing rate.
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The Group's mterest rate risk management policy focuses on reducing the overall interest expense
and exposure to change in intercst rates. Changes in market interest rates relate primarily o the
Group's mterest-bearing loans with floating interest rates as it can cause a change in the amount of
interest payments.

Interest on financial instruments with floating rates is repriced at intervals of less than one year.
Inrerest on financial instuments with fixed rates is fixed until the marturity of the instrument, The
other financial instruments of the Group that are not included in the tables above are noninterest-
bearing and are therefore nol subject 1o migrest rate risk, The Group invests excess funds in short-
tern placements in order to mitigate any increase in interest rate on bomowings.

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

Effect on Income before Income Tax

2014 Tncrease by 0.95% B45,754,940
Decrease hy 0.95% (45,754.0404

2013 Inorease by 0.50% {24,717,262)
Decrease by 0.50% 24,717,262

There 15 no other effect on the Group’s equity other than those already affecting profit or loss.

Cradit Risk

Credit risk is the rvisk that the Group will incur Josses because its counterparties failed to discharge
their contractual obligations. The Group has no significant concentration on credit risk.  Sales of
residential condominium units that are on mstallment basis are supported by post-dated checks from
the buvers. Titles to propertics sold are not released unless full payment is received. In the case of
leasing operation, tenants are subjected to credit evaluation and are required 1o put up security
deposits and pay advance rentals, if necessary.

The following table shows the maxinmum exposure to credit risk for each component of financial
assets in the consolidated statements of financial position as of December 31

2014 2013

Financial assets at FWPL P33,012524 B30,348,704
Loans and receivablas:

Cash and cash equivalents® 2,630,057, 461 1,862,306, 330

Receivables:

Installment contracts receivable** 2.842,228,604 2,229 066071

Rent 201,286,080 139,362,394

Related parties 42,794,110 23,761,686

Advances to officers and employees T.0935,914 1373381

Interest 1,697,524 1,164,004

Cthers 30,573,350 5,294 732

Cash in escrow*#* 352,027,489

Refundable deposits 68,493,754 37,286,169

6,1 76,859,576 4,300, 715,065

AFS financial assets 502,822,842 502,322 842

PG,712,694,942 B4 833,386,615

* Evoludar coch oo band ol PES0047, 358 in 300 ard B21, 640,327 in 2013,

** et o wadinorized discon aned wrearmed oo of B9 270 SGLATI In 24 and B3 00472504 (e 2005

BEE Under preoayients o other crarrenl aisels.
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The net maximum exposure to credit risk for eash in banks, after taking into account insurance on
bank deposits, amounted 1o #116,234,079 in 2014 and 114,188 369 in 2013,

The following tables provide information regarding the credit risk exposure of the Grou p by
classifying its financial assets according to the cradit ratings of the debtors as of Decemnber 31-

W14

HNeither Post Tae nor Enpaiceil

Fast Tiue but Mol Impaired
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Financial instruments classified under “neither past due nor impaired” include high grade eredit
quality instruments because there were fow or no history of default on the agreed erms of the
contract. "Past due and impaired” pertains to those financial instruments that are long outstanding
and have becn provided with allowanse for impairment lesses.

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 FVPL and AFS financial assets are based on the naturs
of the counterparties and the Groop’s intemal rating systen,

Receivables which are satisfactory perains to rcccivables from existing and active lcnants,
customers, related parties, counter parties, officers and employees; while unsatisfactory pertains to
receivables from tenants, customers, related parties and counter parties that have already coased their
respective operations, and officers and employees that are no longer employed by the Group.

Liguieline Risk

Liquidity risk s the risk that the Group will not be able to settls or meet its obligations on time or at
reasonable prices. The Group maintains sufficient cash and cash equivalents in order to fund its
operations. The Group menitors its cash flows and carefully matches the cash receipts from its
condominiun sales and leasing operations against cash requirements Tor its construction activitics,
The Group utilizes itz borrowing capacity, if necessary, to further bolster its cash reserves.

The following tables summanze the maturity profile of financial assets compared with the
contractual undiscounted payments of financial liabilities in order to provide a complete view of the
Ciroup’s liquidity as of December 31
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Capital Management

The primary objective of the Group’s capitzl management is to ensure that it maintains a strong
credit rating, comply with extemnally imposed capital requirements, and maintain healthy capital
ratios in arder to support its business and maximize stockholder value.

The Group manages its capital structure and makes adjustments to it, in light of changes in economic
condiions, To mamtam or adjust the capital structure, the Group may adjust the dividend payvment
to stockhelders, retumn capital to stockholders or issue new shares, Mo changes were made in the
objectives, policies or procesgses in 2004, 2013 and 2013

The Group monitors 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 pertains to tatal equity
less NCIL

2014 2013
MNet Debt
Bank loans P12,148,668,905  P4.943 452 38
Less eash and cash cquivalents 2.911,004,520 191 446,943
_______ 9,237,664,085 _ 3.052,005.438
Capital
Total equity 27,784,3353.224 24,790,791 389
Less MNCI 3,965,T05878 1056351 448
23,818,537 346 21,73440092]
Ge:tring Ratio 38.78%, lﬁf_l.']ld.':.:r;g

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

The principal noncash transaction under investing activities pertains to the acquired total assets
amounting to P2.647,345.693 and total habilities amounting to 9453 381223 as a result of the
business combination (see Mot 12),

38 Acronyms and Abbreviations

The following are the acronyms and abbreviations used in the conselidated financial statements with
the meanings as specified below:

Acronyms/

Abbreviations Meaning

AFS available-for-sale

ALM Asset-Liability Matching Study

APIC additional paid-in capital

BSDC Brown Swallow Development Corporation

B5P Bangho Sentral ng Pilipinas

BV] British Virgin Islands

CGU cash generating unit

CIAC Construction Industry Arbitration Commission

CWT creditable withholding tax

E1E effcetive interest rate

ELHI EFHI Logistics Holdings, Inc.

EPRC Exchanga Properties Resources Corparation

ESHRI EDSA Shangri-La Hotel and Resort, Ine.,

EUL cstimated useful lives

FBSHI Fort Bonifacio Shangri-la Hotel, Tnc.

FREC Financial Reporting Standards Council

FvD fair value option

FVPL fair value through peofie or loss

GFA gross floor area

HKS Hong Kong Dollar

HLURE Housing and Land Use Regulatory Board

HTM held to maturity

[ASE International Accounting Standards Board

IFRIC International Financial Reporting Interpretations Committee

IPFI Ivary Post Properties, Ine.

ISP [deal Sites and Properties, lne.

KMSC KPPI Management Services Corporation

KRC EPPI Realty Corporation

KSa ESA Renlly Corporation

MARTI the average of the top 60% of bids by tenor for govemment
securities submitted by fixmg banks

MEPI Martin B. Properties, Inc.

MCIT minimum corporate incoma tax

MCA memaorandum of agreament

M nen-controlling mterests

MNCRI Mew Contour Eealty, Inc,

MOLCO net operating loss carryover

MR net realizable value
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Acronyms/
Abbreviations

Meaning

]
05D
Osp
QOSECC
PAS
PDST-F
POST-R2
PFRS
rPOC
PSE
P31

RA
RCIT
RTC
SEC
STFRHI
SGCHI
SGCPI
SHIL
SLPC
SLPI
SPDI
SPMSI
SPRC
SPsI
S5p
TCT
TEC
TECCC
TRDCI
TSF5P
TSFSPCC
TSGT
TSGTCC
Uss
VAT
WACC

other comprehensive income

optional standard deduction

One Shangri-La Place Project

One Shangri-La Place Condominium Corporation
Philippine Accounting Standard

Philippine Dealing System Treasury Fixing
Philippine Dealing Svstem Treasury Reference Rates
Philippine Financial Reporting Standards
pereentage of completion

Philippine Stock Exchange

Perfect Sites, Inc.

Republie Act

regular corporate income tax

Regional Trial Court

Sccuntics and Exchange Commission

Shang Fort Bomifacio Heldings, Ing,

Shang Global City Holdings, Ine,

Shang Global City Propertics, Inc.

Silver Hero Investments Limited

Shangri-La Plaza Corporation

Sky Leisure Properties, Inc.

Shang Property Developers, Inc.

Shang Property Management Services, Inc.
Shang Properties Realty Corporation

SPI Parking Senvices, [ng,

Shang Salceda Place Praject

transter certificates of title

The Enterprise Center

The Enterprise Center Condominium Corporation
The Rise Development Company, Tnc.

The 5t. Francizs Shangri-La Place Project

The St. Francis Shangri-la Place Condominium Corporation
The Shang Grand Tower Project

The Shang Grand Tower Condominium Corporation
United States Dollar

valug-added tax

weighted average cost of capital
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Corporate Directory

OMWE SHANGRI-LA PLACE

Tel: (63 2) 370-2600

Faw: (63 2] 370-2626

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

EDSA carner Shaw Boulevard
Mandaluyang City 1550
cales@oneshangri-laplace.com
wwwoneshangri-laplace.com

SHANG SALCEDO FLACE

Tel: (63 2)519-0000 or 519-B080

Fax: (63 21519-911]

Shew Suite and Sales Office

Level 3, Tower 1, The Enterprise Center
G766 Avala Avenue corner Paseo de Roxas
Makati City 1212
sales@shangsalcedoplace.com

www shangsalcedonlace.com

SHAMGRI-LA AT THE FORT

Tel: (63 2)752-7378

Mezzanine level, Makati Shangri-La

Manila, Avala Avenue corner Makati Avenue
Makati City

harizanhomes sifm@shangri-la.com
voaw.shangri-la.com

SHAMNGRI-LA PLAZA

Tel: (63 2) 370-2500

Fax: (63 3} 633-4474 or 633-4492
wwweshangrila-plaza.cam

ELCSA corner Shaw Boulevard
fMandaluyong City 1550

THE EMTERPRISE CENTER

Tel: (B3 2) 752-1000

Fax: (83 2) BRG-5001

www theenterprisecentercam.ph

&766 fAyala Avenue corner Paseo de Roxas
Makati City 1212

THE SHAMNG GRAMD TOWER

Tel: {63 2)%09-5000 1o 04

Fax: {63 2) 909-5006

wivow theshanggrandtower.com

98 Perea Street corner dela Rosa Street
Lagaspi Village, Makati City 1229

THE 5T. FRANCIS SHANGRI-LA PLACE
Tel: (63 2)239-2517

Fax: (63 2) 570-6981

werw Thestfrandcistowers.com

Internal Road carner 5t, Francis Street
Mandaluyong City 1550

THE RISE MAKATI

Tel: (63 2)843-7473
Showsuite and Sales Office
4th Avenue corner Rizal Drive,
Bonifacio Global City,

Taguig 1624
sales@therisemakati.com
wwnw therisemakati.com

Investor Relations Information

PRINCIPAL OFFICE

Tel: (83 2)370-2700

Fax: (63 3} 3702977

Level 5, Shangri-La Plaza
EDSA carner Shaw Boulevard
Mandaluyong City 1550
info@shangproperties.com
wiwnw shangproperties.cam

PRINCIPAL BANKERS

Bank of the Philippine lslands
Metropalitan Bank and Trust Company
Banco De Oro

AUDITORS
Sycip Gorres Velayo & Co,

LEGAL COUNSELS

Abelle Concepcion Regala & Cruz
Roemulo, Mabanta, Buenaventura,
Sayoc & Delos Angeles

PROPERTY VALUER
Rowval Asia Appraisal Corparaticn

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

321 5en. Gil Puyat Avenue,
Makati City, Metro Manila

KEY DATES
+  Regular Board Meeating: Quarterly
Annual Stockholder’s Meeting;
Any day in June of each year
Fiscal Year 1 January to 31 December
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PART I — FINANCIAL INFORMATION

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

Key Performance Indicators

March | March |

5 I N | Change

2015 | 2014 | |
Turnover (Php M) 22641 | 1,577.0 | 43.6%
Profit attributable to shareholders  (Php M) 767.2 542.1 41.5%
| Earnings per Share (Php Ctv) 0.161 0114 | 41.5%
| Net Asset Value per share (Php) SA61 | 4.606 | 12.1%
| Debt 10 Equity Ratio (Ratio) 0.947:1 | 0.580:1 | 63.3%

* Turnover consists of Condominium Sales, Rental Revenue, Interest Income and
Other I[ncome. For the three (3) months ended March 31, 2015, the Group's
consolidated revenues amounted to £2.264.1 million, higher by P687.1 million or
43.6% from £1,577 million of total revenues realized in the same period last year.
The condominium sales showed significant increment of B670.2 million mainly due
to higher sales of Condominium projects. Leasing operation posted a revenue
growth of 4.3% or R27.8 million to B670.2 million in 2015 from £642.3 million in
2014, Interest and Other income decreased by P11 million.

= Profit attributable to equity holders of Parent Company amounted to £767.2 million,
higher by 225.2 million or 41.5% compared with the same period last year.

« Larnings per share showed a positive variance of 41.5% to PO.161 from last year's
BO.114.

» Net Asset value per share is calculated by dividing the total net asset of the Group
(Total asset — Total liabilities and minority interest) by the number of shares
outstanding. Net asset value per share increased by 12.1% mainly due to the
income generated during the period.

* Debt to Equity measures the exposure of creditors to that of the stockholders. It
gives an indication of how leveraged the group is. It is determined by dividing total
debt by stockholder’s equity. The Group’s financial position remains solid with
debt to equity ratio of 0.947:1 as of 31 March 2015 and 0.580:1 as of 31 March
2014.
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Fm}ancial Condition

Total assets of the Company amounted to B55.8 billion, an increase of 21.1 billion from
total assets of B54.7 billion in December 31, 2014. The following are significant
movements in the assets:

» [ncrease in cash and cash equivalents by P324.3 million mainly due to the
collection from sales of condominium projects and proceeds from bank loans.

¢ Financial assets at fair value through profit or loss increased by B2.6 million or 8%
due to the fair market value adjustment of the invesiments recognized during the
period.

*» Prepayments and other current assets increased by £411.2 million mainly due to the
sales proceeds of The Rise Project was deposited in an escrow account as required
by the Housing and Land Use Regulatory Board (HLURB). The said deposit will be
released upon issuance of the License to Sell and Certificate of Registration of The
Rise projeet.

« Increase in refundable deposits by P13.4 million or 19.6% mainly due to deposits
paid by one of the property development project,

» Decrease in deferred income tax assets by R74 million mainly due to difference in

accounting recognition of profit between installment method versus percentage of
completion method for One Shangri-La Place project.

e Current ratio is 2.45:1 as of March 31, 2015 from 2.37:1 as of December 31, 2014,

Total liabilities increased by P244.1 million from P26.9 billion in 2014 to P27.1 billion in
2015 due to the following:

* Income tax payable increased by P161.3 million due to taxable income generated
during the period.

* Decrease in accrued employee benefits by R13.1 million due to the payments made
during the period.

* Decrease in deferred lease income by 10.4% or £2.1 million mainly due to
amortization of deferred lease income using a straight-line basis over the lease term.

Results of Operation

Consolidated Net Income for the period ended March 31, 2015 amounted to R767.2 million
higher by 41.5% from last year’s R542.1 million due to the following:

A. Condominium Praojects:

« Increase in sales by P670.2 million or 80.5% mainly due to the higher sales and
completion level in various Projects,



Leasing Operations:

Shangri-La Plaza’s revenue decline by a slight B5.6 million or 1.5% mainly due to
temporary close down of certain areas in the Main shopping mall due to renovation.

The Enterprise Center’s rental revenue showed an improvements amounting to
£32.2 or 15.5% million mainly due to rental escalation and higher rental yields.

[nterest income and other income decrease by £11 million mainly due to the
decrease in interest income on installment contract receivahles,

Total Expenses of the Group amounted to £1.123.2 million, higher by B321.1 million
compared with last year’s RPB02.2 million. This was mainly due to the following:

Increase in cost of sales by 48.6% due 10 higher sales of various development
projects during the period.

General and administrative expenses increase by £21.2 million or 21.2% primarily
due to higher professional fees, utility cost and staff costs,

Unrecovered reimbursable expenses from tenants increase by £3.5 million mainly
due to the renovation of the main wing.

Increase in depreciation by 1.1 million or 25.3% due to the depreciation of
additional transportation equipment.

Insurance expense increased by P494K or 12.5% mainly due to the additional
insurance coverage of the shopping mall.

Interest expense and bank charges increased by P20 million mainly due to interest
on loans and bank charges paid during the vear.

Share in net loss of associates decreased by B2.1 million mainly due to the consolidation of
Shang Global City Properties to the group. The said company was previously reported as
an associated company.

Increase in net income attributable to minority interest was mainly due to the higher level
of income generated by KSA Realty Corporation and Shang Global City Properties during
the period.

Provision for income tax is higher by £62.8 million mainly due to higher taxable income
generated during the period against the same period last vear.

J



Financial Soundness Indicators

R End of March “End of
2015 December 2014
| Current Ratio 245:] 237:1 |
Debl-to-equity ratio” | 095 0.97:1
Asset-to-equity ratio’ 1.95:1 1.97:1
s 05015 03014
Interest rate coverage ratio’ A 17.64:1
Return on assets 5.6% 1.8%
| Return on equity” 10.9% 2.9%

'Current assets/current liabilitics

"Total liabilities/stockholders’ equity

*Total asset/stockholders’ equity

*Income before interest and taxes/intercst cxpense
“Net [ncome/average total assets

*Net Income/average stockholders' equity

201 Net income after tax annualized/average of end March-2015 and end Dec-14 assets and
Uity

Item 2. Information required by Part 111, Paragraph (A) (2) (b) of “Annex C" of SRC
Rule 12

s  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.

» There are no material commitments for capital expenditures,
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« 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,

o 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.
e There are no seasonal aspects that had a material effect on the financial statements.
Item 3. Other Reqguired 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, 2014,

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 arc no significant events happened subsequent to March 31, 2015 up to the
date of this report that needs disclosure herain.

FJ For the required disclosure as per SEC letter dated Cctober 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.
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SHANG PROPERTIES INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
{Amounts expressed in Php)
Unaydited Audited
March 31 December 31
Notes 2015 2014
ASSETS
Current Assets
Cash and cash equivalents 3235263 044 2.911.004.820
Financial assets at fair value through profit or loss 33,657,887 33012524
Receivables 4255 448 802 4,162,249 384
Properties held for sale 5.706,760,312 5,773,117,694
Prepayments and other current assets 2216343228 1,805,192,006

Total Current Assets

15,449,474,174

14,684,576.428

Non-Current Assets

Investment in associates 4 411,549,316 410,790,229
Investment properties 27,214,796.644 27,110,867 488
Feal estate development projects [1,524,326,332 11,211,283,922
Available-for-sale Ainancial assets a02.822.842 502,822 842
Property and equipment 3 68,476,295 67,009,417
Goodwill 269,870,864 269,870,864
Refundable deposits 81,910,087 68,493,754
Deferred income tax assets 282,429 559 356,407,946
Tatal Mon-Current Assets 40,356,181,942 35,097 546,462
Total Assets 53,805,650,1146 54.682,122,890
LIABILITIES & STOCKHOLDERS' EQUITY
Current Liabhilities
Accounts payable and other current liabilities 4,824, 236,723 4. 883,213,157

Current portion of bank loans &

383,333,333

R I b ]

583,333,333

Current portion of depasits from tenants 484,423,000 d&d 423 000
Current portion of deferred lease income L8, 163,625 18,163,625
Dividends payahle [04,208,884 104 204 980
Income tax payable 2BE.877.084 127,582,324
Tatal Current Liabilities $,303,242.649 200,010,419

MNon-Current Liabilities

Acerued employee benefits 55,388,015 68,502,034
Bank loans- net of current portion [§] [E,761.914,73 11,563,335,572
Deposit for future stock subseription 1.%59.000,000 959,000,000
Deferred income tax liabilities 6,551,371,925 §,389. 001,091
Dreposit from tenants - net of current portion 402,993,903 404,021,216
Defarred lease income - net of current portion 17,936,559 20,018,731
Total Mon-Current Liahilities 20,838.610,142 20,694,770,247

TOTAL LIABILITIES

27, 141,852,791

26,897,789 606

Stockholders' Equity
Capital stock - Peso | par value

4,764 058,952

4,764 058 082

Additional paid-in capital 827,731,692 834 439 607
Treasury shares (6,850,064) (6,250,064)
Retained carnings 19.002,172,573 18,234,935,332
Other components of equity (13.194,725) (8,046,511
Equity attributable to non-controlling interest 4,089 854,866 3,965.795.878
Taotal equity 28,663 803 325 27,784,333 224
Taotal Liabilities and Equity 55,805,656,116 54,682,122,890

{See accompanying notes to consolidated financial statements)



SHANG PROPERTIES INC. Ay SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF INCOME AND Rl"l"‘T\JLD EARNINGS
{Amounts expressed in Php)

UNAUDITED
FOR THE THREE (3) MONTHS ENDED
31-Mar-15 J3i-Mar-14

INCOME
Condominium Sales 1302751684 §32.527.074
Rental 670,188,978 642,348,956
Others 01,139 245 102,090,720

2.204,079.956 1.576,966,750
EXPENSES
Cost of condominium sules 833,915,024 S61.377.513
General and administrative 21,009 939 09,818,229
Taxes, licenses and [ees 85207079 33070812
Unreimbursed share in common expanses 11,126,600 7,595,658
Depreciation 5571,919 4.445 552
Insurance 4,455,725 3961608
Interest and bank charges 61,930,168 41,924 064

1,123,216,454 02 193 527
INCOME{LOSS) BEFORE SHARE IN PROFIT OF

AN ASSOCIATE COMPANY [, 140,863,502 T74. 773,223

SHARE IN NET EARNINGS (LOSSES) OF ASSOCIATES (1,740,910 (3.800.214)
INCOME BEFORE INCOME TAX AND MINORITY INTEREST 1,139.122.592 TI0,973.008

PROVISION FOR INCOME TAX

(247,796,357)

(152,213,243}

INCOME BEFORE MINORITY INTEREST

INCOME ATTRIBUTABLE TO MINORITY INTEREST

801,326,235

i 124,088,988}

618,739,765

(76.6%84.371)

NET INCOME 767,237,247 542 075,394
RETAINED EARNINGS, beg. 18,234,935,327 16,142 418,632
LESS: CASH DIVIDENDS {333.334.424)
RETAINED EARNINGS, end. . 19,002,172,574 16,351,159.602
BASIC AND DILUTED EARNINGS PER SHARE 0161 0.114

(See accompanying notes to consolidared financial statements)



SHANG PROPERTIES INC. herD SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
{Amounts expressed in Php)

March 31, 2015

T .-
Margh 31, 20104

CASH FLOWS FROM OPERATING ACTIVITIES
Mel neame befare income 1ax
Adjustment lor:

I([.'I‘pilll".ﬁ!i:d e

1.015,033,604

{Unandiced)

B9 285,638

Interest income (pZ,394 918 (72155433
Interest expense 4838420 41724143
Dreprreciation and amortization 5571919 4.4435,352
Drividend income {41.609) -
Share in profit (10ss) of associate companies 1740910 A0 ZLG
Change in [air value ol Gnancial assets al FYPL (2643 304} 240,371
Cumulative translation adjustment (348214 JB3.5%
Unrealized foreign exchange losses (gains) - net 306,340 -
Ciperating inchmes belare warking capital changes |.007.258,028 HT2.020 301

Decrease (increase) in:
Feceivables

(93199419

(673227459}

Properties held for sale 60,337,382 261,394,439

Prepayments and other current assets (411.150.222) 75.774.941
Imcroass (decrease) in:

Accounts payable and other current liabilities 17,103,414 180,902,658

Deferred leass income [(Z2.082.172) -

Acerued emplovee benelits L13,114,021) (2.614.541)
Mel cash penerated fram (used in) from operalions 571,213.8950 FIT059.318
[nterest received B2 93 443 12055433
Met cash provided by operating activities £31.309.451 389.214.751

CASH FLOWS FROM INVESTING ACTIVITIES
Additians 1o

Invesiment properties {103,929, 158) (E6.637.103)
Property and equipment (T038,798) (5,237.912)
Inwestmenl in associates (739.0913 (b 00000
Dividends recelved 4,664 EE Wit A
Drecrease (increase) in real estate development projects (213,042,410
Decrease {incregse) in refundable deposits {22, 8058979 (0761210
Net eash provided by (used in) investing activities (447,374.767) (98.409.455)
CASH FLOWS FROM FINANCING ACTIVITIES
Procecds from loan availment, net of debt issue costs 342,412,500 200,000, D00

Payments of:
Loan principal

$145.833.330)

[1TT 8768 150)

Intarest (56,726,055 {41658 68R0)
Cash dividends paid 1o
Stockholders - (3307392335
Incresss (decrease) in deposits from enants (1022313 | 2398 667
Met eash provided by (used in) financing activities 138,830,799 (337975444
EFFECTS OF EXCHANGE RATE CHANGES ON CASH
AND CASH EQUIVALENTS {3006,340) 1.092,937
MET INCREASE (DECREASE) IN CASH 324,259,124 153,922,788
AMND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 2971 ,004,819 1,800, 446,043
CASH AMD CASH EQUIVALENTS AT END OF YEAR 3,235,263,944 2,045,36%,731

i Sec secompanying notes to consolidated financial statements)
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SHANG PROPERTIES, INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
AS OF AND FOR THE THREE (3) MONTHS ENDED MARCH 31, 2015 AND
2014

I. 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 al fair value. The
consolidated financial statements of the Group are presented in Philippine Peso {Peso),
which is the Parent Company’s lunctional and presentation currency, with amounts rounded
to the nearest Peso.

Staternent of Compliance

The consolidated financial staternents 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 financial statements of the Parent

Company and all of its subsidiaries as at March 31, 2015 and December 31, 2014 and for
cach of the two years in the period ended March 31, 2015.

Subsidiaries are entities over which the Group has control. Control is achicved when the
Group is cxposed, or has rights, to variabie returns from its involvement with the subsidiary
and has the ability to affect those returns through its power over the subsid iy,
Specifically, the Group controls the subsidiary if and only if the Group has:

= Power over the subsidiary (i.e. existing rights that give it the current ability to direct the
relevant activities of the subsidiary),

* Exposure, or rights, 1o 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 o one or more of the three elements of control.
Consolidation of a subsidiary beging 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 vear 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.

11



A change in the ownership interest of a subsidiary, without a loss of control, is accounted
for as an equity transaction. [f the Group loses control over a subsidiary, it:

= Derccognizes the assets (including goodwill) and liabilities of the subsidiary.

* Derecognizes the carrying amount of any 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.

* Recognizes any surplus or deficit in profit or loss.

* Reclassifies the parent’s share of components previously recognised in 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 10 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 arc 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
Asof 31.03.15

Property Development:

SPRC 100.00%
SPDI 100.00%
TRDCI 100.00%
SGCPI 60.00%
Leasing:
SPSI 100.00%
SLPC 100.00%
KSA 52.90%
Real Estate:
IPPI 100.00%
KRC 100.00%
MBPI 100.00%
NCRI 100.00%
PSI 100.00%:
SFBHI 100.00%
SGCHI 100.00%
Property Management:
KMSC 100.00%
SPMSI 100.00%
Others:

12



Effective Percentages of Ownership

R As of 31.03.15
Gipsey (BYI 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.

Changes in Accounting Policies

The accounting policies adopted are consistent with those of the previous financial year,
except for the following new, amended and improvements to PERS, Philippine Accounting
Standards (PAS) and Philippine Interpretations from International Financial Reporting
[nterpretations Committee (IFRIC) which the Group has adopted during the year. However,
they do not impact the consolidated financial statements of the Group, unless otherwise
stated below:

[nvestment Entities (Amendments to PERS 10, Conselidated Financial Statements,
FFRS 12, Disclosure of Interests in Other Entitics, and PAS 27, Separaie Financial
Statements)

These amendments provide an exception to the consolidation requirement for entities
that meet the definition of an investment entity under PFRS 10. The exception to
consolidation reguires investment entitics to account for subsidiaries at fair value
through profit or loss. The amendments must be applied retrospectively, subject (o
certain transition relief.

PAS 32, Financlal Instruments: Presentation - Offsetting Financial Assets and
Finemcial Liahifities (Amendments)

These amendments clarify the meaning of “currently has a legally enforceable right to
offset’ and the criteria for non-simultaneous settlement mechanisms of clearing houses
ter qualify for ofTsetting and are applied retrospectively.

PAS 39, Financial Instruments: Recognition and Measurement - Novation of
Derivatives and Cowtinuation of Hedge Accounting (Amendments)

These amendments provide relief from discontinuing hedge accounting when novation
of a denvative designated as a hedging instrument meets certain criteria and
retrospective application is required.

PAS 36, Inpaivinent of Assets - Recoverable Amount Disclosures for Non-Fineneial
Assets (Amendments)

These amendments remove the unintended consequences of PFRS 13, Fair Falue
Measurement, on the disclosures required under PAS 36, In addition, these
amendments require disclosure of the recoverable amounts for assets or cash-generating
units (CGUs) for which impairment loss has been recognized or reversed during the
period.

Philippine Interpretation IFRIC 21, Levies
[FRIC 21 clarifies that an entity recognizes a liability for a levy when the activity that
triggers payment, as identified by the relevant legislation, occurs. For a levy that is

13
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triggered upon reaching a minimum threshold, the interprétation clarifies that no liability
should be anticipated before the specified minimum threshold is reached. Retrospective
application is required for [FRIC 21.

*  Annual Improvements o PFRSs (2010-2012 cycle) (PFRS (3, Fair Value
Measurement)
In the 2010 — 2012 annual improvements cycle, seven amendments to six standards
were 1ssued, which included an amendment to PFRS |3, Fair Value Measurement. The
amendment to PFRS [3 is effective immediately and it clarifies that short-term
receivables and payables with no stated interest rates can be measured at invoice
amounts when the effect of discounting is immaterial.

= Annual Improvements to PFRSs (201 1-2013 cycle) (PFRS 1, First-time Adoption of

FFRS)

In the 2011 — 2013 annual improvements cycle, four amendments to four standards were
issued, which included an amendment to PFRS |, First-time Adoption of Philippine
Financial Reporting Standavds—Firsi-time Adoption of PFRS. The amendment to PFRS
| is effective immediately. It clarifies that an entity may choose to apply either a current
standard or a new standard that is not yet mandatory, but permits early application,
provided cither standard is applied consistently throughout the periods presented in the
entity’s first PFRS financial statements,

Future Changes in Accounting Policies
New standards issued but not vel effective as at the date of issuance of the consolidated
financial statements are listed below. This is a listing of standards and interpretations

issued, which the Group reasonably expects to be applicable at a future date. The Group
intends to adopt these standards when they become effective,

* PFRS5 Y, Financial Insiruments — Classification and Measurement (2010 version)
PFRS 9 (2010 version) reflects the first phase on the replacement of PAS 3% and applies
to the classification and measurement of financial assets and liabilitics as defined in
PAS 39, Financial Instruments: Recognition and Measurement, PFRS 9 requires all
financial assets to be measured at fair value at initial recognition. A debt financial asset
may, if the fair value option (FVO) is not invoked, be subsequently measured at
amortized cost if it is held within a business model that has the objective to hold the
assets to collect the contractual cash flows and its contractual terms give rise, on
specified dates, to cash flows that are solely payments of principal and interest on the
principal outstanding. All other debt instruments are subsequently measured at fair
value through profit or loss. All equity financial assels are measured at fair value either
through other comprehensive income (OC1) or profit or loss. Equity financial assets
held for trading must be measured at fair value through profit or loss, For FVO
liabilities, the amount of change in the fair value of a liability that is attributable to
changes in credit risk must be presented in OCL. The remainder of the change in fair
value is presented in profit or loss, unless presentation of the [air value change in respect
of the liability’s credit risk in OCI would create or enlarge an accounting mismatch in
profit or loss.  All other PAS 39 classification and measurement requirements for
financial liabilities have been carried forward into PFRS 9, including the embedded
derivative separation rules and the criteria for using the FVO, The adoption of the first
phase of PFRS 9 will have an effect on the classification and measurement of the

14
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Group’s financial assets, but will potentially have no impact on the classification and
measurement of financial liabilities.

PFRS 9 (2010 version) is cffective for annual periods beginning on or after January 1,
2015, This mandatory adoption date was moved to January |, 2018 when the final
version of PFRS 9 was adopted by the Philippine Financial Reporting Standards Council
(FRSC). Such adoption, however, is still for approval by the Board of Accountancy
(BOA).

= Philippine Interpretation [FRIC 15, Agreements for the Construction of Real Estate
This interpretation covers accounting for revenue and associated expenses by entities
that undertake the construction of real estate directly or through subcontractors, The
interpretation requires that revenue on construction of real estate be recognized only
upon completion, except when such contract qualifies as construction contract to be
accounted for under PAS 11 or involves rendering of services in which case revenue is
recognized based on stage of completion. Contracts involving provision of services
with the construction materials and where the risks and reward of ownership are
transferred to the buver on a continuous basis will also be accounted for based on stage
of completion. The SEC and the FRSC have deferred the effectivity of this
interpretation until the final Revenue standard is issued by the International Accounting
Standards Board (1ASB) and an evaluation of the requirements of the final Revenue
standard against the practices of the Philippine real estate industry is completed. The
adoption of this interpretation will result to a change in the revenue and cost recognition
from percentage of completion method to completed contract method. The Group is

still monitoring the impact of this new interpretation to its consolidated financial
statements.

The following new standards and amendments issued by the [ASB were already adopted by
the FRSC but are still Tor approval by BOA.

Effective January [, 2015

= PAS 19, Fmplovee Benefits — Defined Benefit Plans: Emplovee Comribitions
{Amendments)
PAS 19 requires an entity to consider contributions from emplovees 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 vears 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 January 1, 2015, 1t is not expected that this amendment would be
relevant to the Group, since none of the entities within the Group has defined benefit
plans with contributions from emplovees or third partics,

*  Annual Improvements to PFRSs (2010-2012 cycle)
The Annual Improvements to PFRSs (2010-2012 cycle) are effective for annual periods
beginning on or after January 1, 2015 and are not expected to have a material impact on
the Group. They include:

= PFRS 2, Share-hased Payinent — Definition of Vesting Condition;
15



= PERS 3, Business Combinations — Accounting for Contingent Consideration in a
Business Combination;

* PFRS 8, Operating Segments — Aggregation of Operating Segments  and
Reconciliation of the Total of the Reportable Segmenis’ Assets fo the Entity's
Assers,

» PFRS 13, Fuir Value Measwrement — Short-term Receivables and Payables:

» PAS 16, Froperty, Plant and Eguipment — Revaluation Method — Proportionate
Restatement of Accumulated Depreciation;

» PAS 24, Relared Party Disclosures — Key Management Personnel; and

» PAS 38 Iniangible Assets — Revaluation Method — Proportionate Restatement of
Aecumulated Amortization.

*  Annual Improvements to PFRSs (2011-2013 cycle)
The Annual Improvements to PFRSs (201 1-2013 cycle) are effective for annual periods
beginning on or after January 1, 2015 and are not expected to have a material impact on
the Group, They include:

» PFRS |, First-time Adoption of PFRS — Meaning of “Effective PFRSs ",

» PFRS 3, Business Combinations — Scope Exceptions for Joint Arrangements;
» PFERS |3, Fair Value Measurement — Portfolio Exception; and

= PAS A, fnvestment Property,

Effective January 1, 2016

o PFRS 1), Consolidated Financial Starements and PAS 28, Tnvesiments in Associaies
and Joint Ventures — Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture. These amendments address an acknowledged inconsistency
between the requirements in PFRS 1) and those in PAS 28 (2011) in dealing with the
sale or contribution of assets between an investor and its associate or joint venture. The
amendments require that a full gain or loss is recognized when a transaction involves a
business (whether it is housed in a subsidiary or not). A partial gain or loss is recognized
when a transaction involves assets that do not constitute a business, even if these assets
are housed in a subsidiary. These amendments are effective from annual periods
beginning on or after January 1, 20164,

»  PFRS V1, Joint Avvangements - Accownting for Acquisitions of Inferests in Joini

Operations (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 constitules
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 has been added
to PFRS 11 to specify that the amendments do not apply when the parties sharing joint
control, including the reporting entity, are under common control of the same ultimate
controlling party.

The amendments apply to both the acquisition of the initial interest in a joint operation
and the acquisition of any additional interests in the same joint operation and are
prospectively effective Tor annual perieds beginning on or after January 1. 2016, with
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early adoption permitted. These amendments are not expected to have any impact to the
Ciroup.

PERS 14, Regudatory Deferval Accounts

PFRS 14 is an optional standard that allows an entity, whose activities are subject to
rale-rcgulation, to continue applying most of its existing accounting policies for
regulatory deferral account balances upon its first-time adoption 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 [or annual periods beginning on or after January 1, 2016. Since the
Ciroup is an existing PFRS preparer, this standard would not apply.

PAS 16, Property, Plant and Equipment, and PAS 38, Intangible Assets — Clarification
of Acceptable Methods of Depreciation and Amortization { Amendments)

The amendments clarify the principle in PAS 16 and PAS 38 that revenue reflects a
pattern of 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 wvery limited circumstances to amortize
intangible assets. The amendments are effective prospectively 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 given that the Group has
not used a revenue-based method to depreciate its non-current assels.

PAS 16, Property, Plant and Equipment. and PAS 41, Agriculture — Bearver Plamts
{Amendmenls)

The amendments change the accounting requirements 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 either the cost model or revaluation model
{after maturity). The amendments also require that produce that grows on bearer plants
will remain in the scope of PAS 41 measured al [air value less costs to sell. For
government grants related to bearer plants, PAS 20, Accounting for Government Granis
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
Giroup as the Group does not have any bearer plants,

PAS 27, Separate I'inancial Statements — Equity Method in Separate Financial
Statements {Amendments)

The amendments will allow entities to use the equity method 1o account [or investments
in subsidiaries, joint ventures and associates in their separate financial statements.
Catities already applying PFRS and electing to change to the cquity method in its
separate financial statements will have to apply that change retrospectively. For first-
time adopters of PFRS electing to use the equity methed in its separale [inancial
statements, they will be required 10 apply this method from the date of transition to
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PFRS. The amendments are effective for annual periods beginning on or after January
[, 2016, with garly adoption permitted. These amendments will not have any impact on
the Group’s consolidated financial statements.

= Annual Improvements to PFRSs (2012-2014 cycle)
The Annual Improvements 10 PFRSs (2012-2014 cycle) are effective for annual periods
beginning on or afler January 1, 2016 and are not expected 10 have a material impact on
the Group. They include:

= PFRS 5, Non-current Assets Held for Sale and Discontinued Operations — Changes
in Methods of Disposal:

»  PFRS 7, Financial Instruments: Disclosures — Sevvicing Contracts,

»  PFRS 7 - Applicability of the Amendments to PFRS 7 to Condensed Interim
Financial Statements;

*  PAS 19, Empioyee Benefits — regionod market issue regarding discount vate, and

»  PAS 34, Interim Financial Reporting — disclosure of information ‘elsewhere in the
interim financial report .

Effective Jameary 1, 2018

»  PFRS 9, Financial Instruments — Hedge Accounting and amendments to PFRS 9, PIRS
7 and PAS 39 (2013 version)
PFRS 9 (2013 version) already includes the third phase of the project to replace PAS 39
which pertains to hedge accounting. This version of PFRS 9 replaces the rules-based
hedge accounting model of PAS 3% with a more principles-based approach. Changes
include replacing the rules-based hedge effectivenass test with an objectives-based test
that focuses on the economic relationship between the hedged item and the hedging
instrument, and the cffect of credit risk on that economic relationship; allowing risk
components to be desizgnated as the hedged item, not only for financial items but also for
non-financial items, provided that the risk component is separately identifiable and
reliably measurable; and allowing the time value of an option, the forward element of a
forward contract and any forcign currency basis spread to be excluded from the
designation of a derivative instrument as the hedging instrument and accounted for as
costs of hedging,  PFRS 9 also requires more extensive disclosures for hedge
accounting.

PFRS 9 (2013 version) has no mandatory effective date. The mandatory effective date
of January |, 2018 was eventually set when the final version of PFRS 9 was adopted by
the FRSC. The adoption of the final version of PFRS 9, however, is still for approval by
BOA.

The adoption of PFRS 9 is not expected to have any significant impact on the Group®s
consolidated financial statements.

»  PFRS 9, Financial Insiruments (2014 or final version)
In July 2014, the final version of PFRS 9, Financial struments, was issued. PFRS 9
reflects all phases of the financial instruments project and replaces PAS 39, Financial
Instruments: Recognition and Measurement, and all previcus versions of PFRS 9. The
standard introduces new requirements for classification and measurement, impairment,
and hedge accounting. PFRS 9 is effective for annual periods beginning on or after
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January 1, 2018, with early application permitted. Retrospective application is required,
but comparative information is not compulsory. Larly application of previous versions
of PFRS @ is permitted if the date of initial application is before February 1, 2015, The
adoption of PFRS 9 is not expected to have any significant impact on the Group's
consolidated financial statements,

The following new standard issued by the TASE has not vet been adopted by the FRSC.

»  |FRS 13, Revenue from Confracts with Customers
IFRS 15 was issued in May 2014 and establishes a new five-step model that will apply
1o revenue arising from contracts with customers. LUinder [FRS 15 revenue is recognized
at an amount that reflects the consideration to which an entity expects to be entitled in
exchange for transferring goods or services to a customer.

The principles in [FRS 15 provide a more structured approach te measuring and
recognizing revenue. The new revenue standard is applicable to all entities and will
supersede all currenl revenue recognition.  Either a full or modified retrospective
application is required for annual periods beginning on or after January 1, 2017 with
early adoption permitted. The Group is currently assessing the impact of IFRS 15 and
plans to adopt the new standard on the required effective date once adopted locally.

2. Segment Information

The Group’s operating businesses are organized and managed according to the nature of the
products and services marketed, with each segment representing a strategic business unit
that offers different products and serves different markets.

The Group has operations only in the Philippines.
The Group derives revenues from two main segments as follows:

Property Development
This business scgment pertains to the sale of condominium units.

Leasing

This business segment pertains to the leasing operations of the Shangri-La Plaza Mall, TEC
and their related carpark operations. [t also includes leasing of a portion of the Parent
Company’s land to ESHRI.

Other business segments pertain to property management services and the results of
operations of real estate entities and BV] companies,

Exeept for the rental revenue from ESHRI, revenues come from transactions with third
partics. There is no transaction with a single external customer that amounts to 10% or
more of the Group’s aggregate revenues.
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Business Combination

Business combinations are accounted for wsing the acquisition method, The cost of an
acquisition is measured as the aggregate of the consideration transferred measured at
acquisition date fair value and the amount of any NCI in the acquirce. For each business
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,  Acquisition-related costs
are expensed as incurred and included in administrative expenses.

When the Group acquires a business, it assesses the financial 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 goodwill or additional deferred tax arises.

I the business combination is achieved in stages, any previously held equity interest is re-
measured at its acquisition date fair value and any resulting gain or loss is recognized in
profit or loss. 1t is then considered in the determination of goodwill.

Any contingent consideration to be transferred by the acquirer will be recognized at fair
value at the acquisition date. Contingent 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 profit or loss or as a change to OClL. If the
contingent consideration is not within the scope of PAS 39, it is measured in accordance
with the appropriate PFRS. Contingent consideration that is classified as equity is not re-
measured and subsequent settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration
transferred and the amount recognized for NCI, and any previous interest held, over the net
identifiable assets acquired and liabilities assumed. [f the fair value of the net asscts
acquired is in excess of the aggregate consideration transferred, the Group re-assesses
whether it has correctly identified all of the assets acquired and all of the liabilities assumed
and reviews the procedures used to measure the amounts to be recognized at the acquisition
date. If the re-assessment still results in an excess of the fair value of net assets acquired
over the aggregate consideration transferred, then the gain is recognized in profit or loss.

After nitial recognition, goodwill 1s measured at cost less any accumulated impairment
losses. For the purpose of impairment testing. goodwill acquired in a4 business combination
is, from the acquisition date, allocated to each of the Group’s CGUs that are expecled to
benefit from the combination, irrespective of whether other assets or liabilities of the
acquirce arc assigned to those units.

Where goodwill has been allocated 10 a 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
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in these circumstances is measured based on the relative values of the disposed operation
and the portion of the CGU retained.

4. Associate companies

The breakdown of investment in associates is as follows:

Pesos
Associate acquired thru the merger:
Sky Leisure Properties Inc. 411,162,175
Other investments 3874
i ; i i ciates as of 31 March i
Carrying value of investment in associates a 3 arc 411.549316
2015 - S
5. Property and Equipment
This account consists oft
Building and S Furniture,
| building Transportation Fixtures and Total
i improvement Eguipment ather Office o
| . Equipment
| Net book value as at | | |
| January 2013 Php36.586,869 | Php8,145,990 | Php22,276,559 | Php67.009.418
| Additions - | 4,775,604 |, 706,822 | 6,482,425
| Depreciation _ (1,483,135) | (1,306,441 (2,782,344 | (5,571,920
Reclassification/disposal - - | 931205 |  (374,832) | 356,373
Met book value as at 31 |
March 2015 Php35,103.734 |  Phpl2,546,357 Php20,826,204 | Php68,476,295

6. Bank Loans

Principal payments during the period amounted to 2146 million, while proceeds from loan
availment amounted to £342 million used to finance the Group’s various projects.

7. Dhvidends

As of 31 March 31 2015, there is no dividend declaration as compared to last vear wherein
the Board declared on 19 February 2014 of B333 484,129 cash dividend to all stockholders
of record as of March 07, 2014 to be taken up from the unrestricted retained earnings of the
Parent Company as of December 31, 2013,
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8. Related Party Transactions

Enterprises and individuals that dircctly, or indirectly through one or more intermediaries,
control or are controlled by or under commaon control with the Group, including 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 constitute related parties.
In considering each possible related party relationship, attention is directed 10 the substance
of the relationship, and not merely the legal form.

The following are the transactions with related parties:

Related Party Transactions and Balances which were Not Eliminated During Consolidation

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

Tramsactions with affiliates

a. A portion of the Parent Company’s land is being leased by ESHRI, where the EDSA
Shangri-La Manila Hotel (the Hotel) is located. The lease is for a period of 25 vears
commencing on August 28, 1992 and renewable for another 25 years at the option of
LSHRI 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 management 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, SPMS5I shall receive from TSGTCC, TECCC and
TSFSPCC monthly  management fees of P400,000, £I100.000 and RI00,000,
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.

d. Condominium dues charged by TSFSPCC and TECCC,

¢. SPS] operates and manages the parking facilities of ESHRI for fixed monthly
concession fee starting January 1, 2000, This fee is included in the *Others™ under

“Other Income (Charges)”.

f.  Sharing of expenses with aftiliates.

9. Subseguent Events

There are no significant subsequent events that happened as of March 31, 2015 that needs
disclosure herein.
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10, Fair Value Measurement and Financial Instruments

The following table provides the fair value measurement hierarchy of the Group’s assets
and liabilities as of March 31, 2015:

Fair Value Measurement Using

uoted
Privesin Significant Significant
Active Dhzervable Lnobservable
Markets [nputs Inpuls
iLevel 1) iLevel 2) (Level 3) Totzl
Aszzets Measured af Fair Value
Financial assets at FVPL $I5,657,887 P [ L 35,657,887
Investrment properties:
[Land - 13,428.400,270 - 13428400270
Buildings — - 13,786,396,376 1.3, 786,396,376

- 13,428,400,270  13,786,396,376  27.214,796,646
FI5,657,887 F13,428,400,270 £13,786,396,376  #27,25(,454,533

Assets for which Fair Values
are Disclosed
Loans and receivahles

Receivables B P1.580.266,282 B- £1.580,266,282
Refundable deposits - B1L.2 10087 - 81,210,087
- 1.662,176,369 — 1,662,176,369

AFS financial assels:
Linquoted - - 488,826,327 488,826,327
Cluated 13,193,515 - — 13,196,515
13,1 96,_5_1_5}__ 488,826,327 502,022,842

B13,196,515 £1,662,176,369 P488,820,327 $£21,164,199.211

Liabilities for which Fair
Values are Disclosed
Accounts payvable and other

current liabilities* [ = B3.363,231,142 £-  B3363231.142
Bank loans - 12,345,248,071 - 12,345.248,071
Deposits from tenants - 977,421,903 - 977,421,903
Accrued employee benefits™# = 3,195,729 i 5,195,729
£16,691,096,845 - £16,691,096,845

* Exglwding cwstomers  deposivs, reservation payelle, owipat FAT, deferred outpm VAT ond withholding faxes.
= velugding acorved retivement bengfits of B50, 192 386 in 2005,

The following table provides the fair value measurement hierarchy of the Group’s assets
and liabilities as of December 31, 2014:

Fair Walue Measuremenl Using

Cuoted
Prices in Significant Significant
Active Observable Lnobservable
Markets Inputs Inputs
{Level 1] {Level 23 (Level 3) Total
Assets Measured at Fair ¥Value
Financial assets at FVPL £33,012,524 £ - 33,012,524
[nvestmentl properties:
Land —  13,428,400,270 —  13,428,400,270
Buildings - - 13,682,467218 13682467218

— 13428400270  13,682.467.218  27.110,867.488




Fair Value Measurement Using

Chuoted
Prices in Significant Significant
Active Observable  Uncbservable
Markets [nputs [nputs
{Level 1) {Level 2) (Level 3) Tirlal

#33,012,524 B13,428,400,270 #£13,682,467,218 $#17,143,880,012

Assets for which Fair Valucs
are Disclosed
Loans and receivables

Receivables® - PLE11,049,656 - P1,811,049,656
. Refundable deposits - 68,493,754 - 68,493,754
- 1,879.,543,410 - 1879543410

AFS financial assels;
Ungquoted - - 488,826,327 488,826,327
Cuotad 13,196,515 - - 13,196,515
13,196,515 3 488,526,327 502,022,842

£13,196,515 PLETL543.410 488,826,327 B2 381,566,252

Liabilities for which Fair
Yalues are Disclosed
Accounts pavable and other

current liabilities®* P P3392.834,018 P- B3.392.R34,018
Bank loans - 12,148,668,905 —  12,148.668,905
Deposils from tenanls - 978,444,217 - 978,444,217
Accrued emplovee benalils®** - 12,575,707 - 12,875,707

P- P16,532,822,847

__________ B £ P16,532,822.847

E Nel g wwameriized discowsd ond wnearned incame af B ITGNS0ETE i 204 and advarces fo confeaciors ongd sappdiers af
L A

** Evciigding cusiomers” deposits, veservation peable, cipir FAT, deferred auipnr VAT and wirkholding raxes

#4 Evplnding accrwed recivemens benefits o P35.624, 325

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 transfer.

There have been no assets and liabilities transferred between Level [, Level 2 and Level 3
during the period.

The following methods and assumptions were used to estimate the fair value of each class
of financial instrument for which it is practicable to estimate such value:

Financial Assets at FVPL

The fair value of financial asscts at FVPL is based on quoted market prices at the repotting
date. The quoted market prices used for financial assets held by the Group were the current
bid prices,

Cash and Cash Equivalents, Receivables, Accowunts Payable and Other Current Liabilities,
Dividends Pavable and Accrued Employee Benefits

Due to the short-term nature of cash and cash equivalents, receivables other than installment
contracls receivable, accounts payable and other current liabilities, dividends payable and
accrued employee benefits their carrying values were assessed to approximate their fair
values.
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Installment Contracts Receivable
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 value of estimated future
cash flows using MART-1 rates at the reporting date.

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

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

. Financial Risk Management Objective and Policies

The Group’s principal {inancial instruments comprise of cash and cash equivalents, financial
assels at FVPL, loans and receivables, AFS financial assets and other financial liabilities.
These are held primarily to finance the Group’s operations and capital expenditures. The
Group’s financial instruments, such as cash and cash equivalents, trade receivables and trade
payables, arise directly from the conduet of the Group’s operations.

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

Risk management is carried out by the Group’s management under policies approved by
the Board. The Group’s management identifics and evaluates financial risks in close
cooperation with the Group’s operating units.

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

Interest Rate Risk

[nterest rate risk arises from the possibility that changes in interest rates will afTect 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 March 31, 2015,

[nterest rates on all bank loans 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. Changes in market interest rates relate
primarily to the Group’s interest-bearing loans with floating interest rates as it can causc a
change in the amount of interest payments.
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Interest on financial instruments with floating rates is repriced 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 not includad in the tables
above are noninterest-bearing and are therefore not subject to interest rate risk. The Group
invests excess funds in short-term placements in order to mitigate any increase in interest
rale on borrowings.

The following table represents the impact on the Group's income before income tax brought
about by reasonably possible change in interest rates, with all other variables held constant,
as of March 31, 2015 until its next financial reporting date:

Effect on Income before Income

Change in Interest Rate Tax
Increase by 0.95% P82,095,900
Decrease by 0.95% P (82,095,900)

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

Credit Risk

Credit risk is the risk that the Group will incur losses because its counterparties failed to
discharge their contractual obligations. The Group has no significant concentration on
credit risk. Sales of residential condominium units that are on installment basis are
supported by post-dated checks from the buyers. Titles to properties sold are not released
unless full payment is received. In the case of leasing operation, tenants are subjected 1o
credit evaluation and are required to put up security deposits and pay advance rentals, if
necessary.

The following table shows the maximum exposure to credit risk for each component of
financial assets in the consolidated statements of financial position:

March 31, 2015 December 31, 2014

Financial assets af FVPL £35,657 887 33,012,524
Loans and receivables:

Cash and cash equivalents® 3,162,399,658 2,630,057 .41

Receivahles:

Installment contracts recaivable 2086, 387,108 2842 278 04

Rent 282235035 20 286,080

Related parties 46,525,991 42794 110

Advances to officers and employees 5,417,548 To93914

Imterest 1.996,994 1,697 524

Others 31,730,062 0,578,350

Cash in escrow™* 622,500,802 I5L027.489

Refundable deposits 81,910,087 G493, 754

7,191,103,950 6,176,839 376

AFS financial assets 502,822,842 302,822 842

£7,729.584,679 £6,712,694,942

)
* Excincdes cosh on hind of B72 864 288 in 201 5 and F280, 947 359 in 2014
** Limder pregnpents aed aifier currend assels.

The following tables provide information regarding the credit risk exposure of the Group

by classifving its financial assets according to the credit ratings of the debtors as of March
31,2015:
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Neither Past Due nor Impaired
Mon-lovestment Mon-Tnvestment
Grade; Grade: Past Due and
L Satisfactory  Unsafisfactory Impaired . Total
Financial assets at FVPL B35 657 887 - £ FSS.GS?,E'E?
Loans and receivables:
Cash and cash equivalents® 3,162,399.658 = i 3,162,399,658
Feceivables: - ~
Installment contracts
receivable 2,956, 387,108 - - 2,956,387,108
Rent 182,235,635 - - 282,135,635
Related parties 46,525,091 - - 46,525,991
Advances to ofticers and
emplovess 5,417,548 - - 5,417,548
Inteest 1.996,999 - - 1,996,999
Others 31,730,062 - 8,056,440 39,786,502
Cash in escrona®® 622,500,862 622,500,862
Refundable deposils 81,910,087 - - - 81,910,087
T,191,103,949 e 8,056,440 7,199, 16,359
AFS linancial assets S02,822,842 - - 502,822,842
BT,729,554.67% - ¥ 8,050,440 ﬁ'{‘,?}?,&il 10

* Frolides cash ok and of 872, 804 280 in 2005 and R2Z0 M7, 259 fn 2014,
=% Uinger proparymenis aid aoher current qnsels.

Financial instruments classified under “neither past due nor impaired” include high grade
credit quality instruments because there were few or no history of default on the agreed
terms of the contract. “Past due and impaired™ pertains to those financial instruments thal
are long outstanding 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 FVPL and AFS financial assets are based on
the nature of the counterparties and the Group’s internal rating system.

Receivahles which are satisfactory pertaing to receivables from existing and active tenants,
customers, related parties, counter parties, officers and employees: while unsatisfactory
pertains to receivables from tenants, customers, related parties and counter parties that have
already ceased their respective operations, and officers and employees that are no longer
employed by the Group.

Liquidity Risk

Liquidity risk is the risk that the Group will not be able to settle or meet its obligations on
time or at reasonahle 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 condominium sales and leasing operations against cash requirements
for its construction activities. The Group utilizes its borrowing capacity, if necessary, to
further bolster its cash reserves.

The following tables summarize the maturity profile of financial assets compared with the
contractual undiscounted payments of financial liabilities in order to provide a complete
view of the Group’s liquidity as of March 31, 2015
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Over 1103 Over3tos
Within 1 Year Years Years Ower 3 Years Total
Financial Assets '
Finzncizl assets at FYPL P 35657887 B e P— P 15657887
Loans and receivables:
Cash and cash equivalents 3,235,263,944 - - - 32135163.944
Receivahles:
Installment contracts
receivable 2.956,387,108 - - - 2,936,387,108
Fent 181,135,635 - - - 282,235,635
Related parlies 46,525,991 - - - 46,525,991
Advances o officers and 5,417,548 5417548
employees - - -
Interast 1,996,999 - - - 1,996,999
Oihers 31,730,062 - — - 31,730,062
Cash in escrow® 622,500,862 . - - 622,500,862
_ Refundable deposits 81,910,087 = = 81,910,087
' 7,182,058,149 81,910,087 - - 7,263.968,236
AFS financial assets 502,822,842 - ! - B 502,822,842
o £7,720,538,878  P81,910,087 P P P7,802,448,965
Other Financial Liabilities
Accounts pavable and other
current  liabilities®* #3.3603,231,141 £ - -  B3.363,231,141
Bank lpans 437,500,000 1,895,000,000  2,478,333,333 7,534,414.738  12,345,248,071
Dreposits from tenants 484,423,000 492,998 903 - - 977,421,903
Accrued employes benefits®** 12,972,408 = — 12,972,408

£4,298,126,549 £2,387.998,903 £2.478,333.333

£7,534.414,738 P16,698,873,523

* Uinder propoyena s R OHhEr CaEreRT (SIS,
** Erolvding custoners  deposits, reservation papable, ot VAT, deforred omipnt FAT and withifiolding fxes.

4% Eypinding aoormed resirement bengfiis of #42.413, 008,
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