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SECURITIES AND EXCHANGE COMMISSION l
£ h 2015
SEC FORM 17-A - i &
K
w0t vED EURRECT T RRYIEW oF
ANNUAL REPORT PURSUANT TO SECTION 17T '\ g AND CONTANTE S
QF THE SECURITIES REGULATION CODE AND SECTION 141

OF THE CORPORATION CODE OF THE PHILIPPINES

1. For the szl yvear ended: 31 December 2014
2. SEC ldentification Mumbar: 145430 3. BIR Tax Ijanfification No. 000-144-386
4. Exact name of 1ssuer as specified in its charter: SHANG PROPERTIES, INC.
5 Fhilippines 8. {SEC Use Only)
Frovinge, Country or other jurisdiction of Industry Classification Code:

insorporaiion or arganizalion

r. Level 5, Shangri-La Plaza Mall S
EDSA cor. Shaw Boulevard, Mandaluyang City 1550
Address of principal office Fastal Cods

A (832} 370-2700
Izzuer's telzphone number, inciuding ares code

MiA R
Former name, former addrass, and farmer fiscal year, ff changed since last report.

P;'.\

10, Securnities registered pursuant fo Sections & and 12 of the SRE, or Sac. 4 and 8 of the REA

Title of Each Class Humber of Shares of Common Stock Outstanding
and Amount of Debt Qutstanding

Comman Stock 4,764,066, 287 comman sharas
{* notincluded are the lssuer's 2895 lreasury shares)

19, A any or all of these securitizs listed an a Slock Exchange.
Yes|[X|  No ||

1T yes, state the name of such siock exchange and the clazses of secunties lisled therein;
Philippine Stock Exchange Common Shares

12 Check whethar the lssuer:

[a} has filed all reports required to ba filed by Seciion 17 of the SRC and SRC Rule 177 thereunder or Section 11 of the
RS54 and R5A Rule 11{a)-1 thereunder, and Sections 76 and 141 of The Cerporation Code of the Philippines during
the preceding bwalee {12) manthg (o for such sharter paniod that the issuer was required 1o file such reports);

Yes [ A Mo [ ]
) has been subject fo such filing requirements for the past ninety (20) days.
Yes [X] Mo [ |

13. State the zggregate market value of the voting stock held by non-affiliates of the Issusr The agoregale markel walue
shall be computed by reference to the price at which the stock was sald, or the average bid and asked prices of such



14.

sk, as of 3 specified date within sixty (80) days prior to the gete of filing. 1T & determinalion a5 1o whether a particular
person or enfity is an affilizte canncl be made without involving unreasonable effort and expense, the agoregate market
waue of the common stock held by non-affilizles may be calculated on the basis of assumptions razsonable under the
croumstances, provided the assumptions gre sal foith in this Form. (See definition of "affilizt” in “Annex BY).

The aggregate market value of the yoeling stock helg by non-zMales of the lssuer as of 21 March 2015
4 345 110,257 36,

Azsuemptions:

i) Tetal no. of shares held oy non-affiliaies
as of 31 March 2015 i 1,324 T28 757

[t Closing price of the lssuer's sharaes
on the Exchanga on 31 March 2015 ; P3.25

21 Aporegale markel price of (3] a5 of

31 March 205 ; 4,345,110,257 38

APPLICABLE QNLY TO ISSUERS INVOLVED IN
INSOLVENCYISUSPENSION OF PAYMENTS PROCEEDINGS
DURING THE PRECEDING FIVE YEARS:

Chack whether 1he [ssuer has filed all documents and reports required fo be filed by Saction 17 of the Code subsequent
to the distribution of securilies undar a plan confirmed by 2 court or the Commission.

Yas [ ] Mo [ ]
DOCUMENTS INCORPORATED BY REFERENCE

i any of the following documenis are incorporated by reference, orieflly describe them and idantify the part of SEC Form
1F-Aonko which the decument is incorporated:

fa)  Any annual reporl lo security holders;
(o) Any information statement filed pursuant to SRC Rule 20,
iz]  Any prospectus filed pursuant to SRS Rule 5.1,

teone of the above documents are incorporated herein by reference.

PART 1- BUSINESS AND GEMERAL INFORMATION

[tem 1. Business

Furnish the information reguired by Pari |, Paragraph (4] of "Annex C, as amended”,

fa)

Description of Business
(1 Business Cevelapment

The Issuer was first incorporatad on 21 Ootober 1987, 1t was initially named the Shangr-La Properias, Inc., then MU
Resources Philippines, Inc., then Edsa Properlies Holdings Inc. [EPHI), befare its present name Shang Properties, Inc.
oince its incorparaton, it has nol been the subject of any bankoptey, receiarship ar similar proceedings. For the ast
thres years print to the submission of this 2013 Annual Report and to date, lssuer kas not also undergone any material
reclassificalion, or purchase or sale of & significant amount of assets not classified as ordinary,

I



in the three {3} years prior to its 2014 Annual Repor. the significenl developments in ls5uer's tusiness are as follows:

On 28 May 2008, Shang Global City Proparties, Inc., of which lssuer's subsidiary Shang Global City Holdings, Ing. is
an equity halder to the extent of 40%, entered into & Deed of Absalule Sale wilh Forl Bonifacio Development
omporglion ("FBOCT), for the purchase of & 15120 sem. parcel of land within the dewalopment in Taguig City,
Philippines, known as the Bonifacio Global City, & luzury hotel and condamirium development is envisioned to be
constuclad cn this proparty.

0 30 June 2008, the |ssuar and its whelly-owned subsidiary, Shang Rort Bonifacio Holdings, Inc. (SFEHI), enlerad
nla a Shareholders’ Agresment (Agreerment) with Goeans Growth Limited (OGL), a subsidiary of Shangri-La Asiz
Limited (SA4), and Alphaland Corpoiation (AC). Under the Agreement, SFEHI shall cause its whally-owned subsidiary,
Fort Bonifacio Shangri-La Hotel, Inc. [FBSHI) 10 issue 5000 commaon shares to OGL and 2,500 commeon shares to AC
such that upon completion of the issuznce fo, and, subscription by OGL and AC. FESHI shall hacome a jaint ventura
company with the fallowing cwnarships struciues:

SFEHI - 40%

OGL - 0%

AG : _ 0%
100%

Cin 02 April 2014, the |ssuar's wholly owned subsidiaies, Shang Global City Heldings, Inc., and Shang Forl Bonifacio
Holdings, Inc., acquired Alphalznd Developrment, Inc.'s Twenty Per Cent {20%) equity in Shang Global City Propertias,
Iniz., and Fort Bonifacio Shangri-La Hotel, Inc.

On 07 Septermber 2014, the SEC approved the mergar betwean Shang Global City Properties, Inc., and Foit Bonifacia
Shangri-La Hotel, Inc., with Shang Global City Froperies, Inc., a5 the suniving enfity

On 09 Movernber 2009, the lssuar entered inte a Memorandum of Agreement with its subsidiary Shang Praperties
Fealty Corporation (*SERC") tormerly, The Shang Grand Tower Corporation), wherein lssuer agreed with SPRC to
develop & portion of Issuer's Property loczlad at Edsa cor. Shaw Blvd., Mandaluyoeng City. into another commergial f
retail building ["Project”) comprised of a shopping mall, parking faciliies. and high-rise residential condominium
building io be known as "One Shangn-La Placs”. Under the MOA, Issuer commits to transfer & poriicn of its Proparty
where the Project will be construclad, and Lo conlibule up o PHP TWO BILLICN FIVE HUNDRED MILLION and
Q0A 00 (PEP2 500,000,000.00) 1o partialy fund the canstruction of the Project. SPRE, for its par, will put up the rest
of the funding required for the construction of the Project.  On 20 September 2013, Shang Properies Really
Corporation gurchased the Property from fszuer.

Cn 31 March 2011, lssuer's subsidiary, Shang Property Developars, Inc. executed a Deed of Absolute Sale with Asian
Flaza | Condominium Comaoration and Asian Plaza, Inc. (ooth gre Filiping corparations), for the purchase of the mixed
use condominium project known s the Asian Plaza | and the pacel of land of which said project stands, for a
consideration of PHP SIX HUNDRED FIFTEEN MILLION and 00/M100 (PHPS15,000,000.00). The Asian Plaza | is
Ipcated at the comer of Gil Puyal Ave | Tordesillas 5toand H. V. de la Costa 56, Salcedo village, Makati City.

On 27 June 2011, Issuer purchased L'Hirendelle Holdings, Inc.'s S0millign common shares and 270million prefamed
shares in Shangri-La Plaza Corporation ("SLPCY (representing 21.28% equity in SLPC), for a fotal consideration of
PA50,000 00000 Said 22le increased lssusrs aquity in SLPC fram Y872 % previcusly to 100%, making SLPC a
whilly-owned subsidiary of Issuer. SLPC owns and operates the mall establishment known as the Shangr-La Plaza
which iz located in Mandaluyong City,

Az noted above, on 0F September 2014, the SEC approved the merger between Shang Glabal City Properties, Inc,
and Fort Senifacio Shangri-La Hotel, inc., with Shang Global City Proparties, Inc., as the surviving entity. Other than
this merger, Issuer's elher subsidiaries have not undergane any matenial reclassification, merger, consalidation ar
purchase or sgle of a significant amount of assets not classifisd as ordinary.
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Business of lssuer

(A

Descrigtion of Issuer

{1

The Iszuer iz 8 property developmand, rea! estate management and invastrment holding company. It is
publicly sunseribed and was listad in the Philipping Stock Exchange in April 1938, Its significant and
acfive subsidizres are as follows:

+  Shangri-La Flaza Corporation {100% oweed by lssuar);

« 3P| Parking Servicas, Ing. (fermerly EDSA Parking Services, Inc.) (100 % owned by lssuer); and

# Shang Propaties Realty Corporation (farmery, The Shang Grand Tower Corporation (100 %
ownad by Issier)

e EPHI Lagistics doldings, Ing. (5% owned by |ssuer)

e Shang Global City Holdings, Ine. {100% awned by lssuer)

= Shang Fort Bonifacie Holdings, Inc. {100% owned by [ssuer)

o Shang Propery Managemenl Services Corporation (formerly EPHI Project Managemenl Services
Corparation) {100% awned by lasuer)

e K3A Realty Corporation (52 90% owned by ssuer)

o Shang Propery Developars, Inc. | 100% owned by lssuer)

e Shang Global City Froperties, inc. (58.4% owned through the Issuer's whally gwned subsidiary
Shang Global City Heldings, (nc.)

s The Rise Development Company, Inc. {100% owned through Issuer's whaolly owned subsidiary
KPP Realty Corporation)

Shangri-La Plaza Corporation was incorporated on 06 January 1893 to invest in, purchase, awn, haold,
lease and operate the Shangri-La Plaze Shopping Complex located a1 Mandaluyeng City, Philippines
Itz primary businass is laasing. The Shangri-La Plaza Shopping Complex houses two department stores
{Rustan's and Crossings). theater, cinema, restaurants, fastfood outlels. boutigues and spacialty
stores. Its tenants are leading international and local retailers such as Marks & Spencer, Escada, Hugo
Boss, Rustan's, Zara, Debenham's, Armani, etc., which caters to the upssale market,

SP| Parking Senices, Inc. ("5PE17 was incorparated on 14 November 2001 to oen andior manage and
operaie carpark facililies including thase surounding the Shangn-La Plaza Shopping Complex, and o
rendar such ofher sences 28 may be related or incidental to the management and cperation of saic
carpark facilities.

The Shang Properies Realty Corporstion (formery, The Shang Grand Tower Corporation) was
incorparated on August 20, 2003 as a realty development company. I constucled The Shang Grand
Towear, & high digg luxury condominium &t the haat of the Makati Commercial Business District. 1013
also the owner and developer of The St Francis - Shangri-La Place, 2 two-tower high rize residential
condominium located in Origas, Mandahuyong City, s alsa the owner gnd developer of One Shangn.
La Placa, & mixed use high rise develepment located at Edsa cor. Shaw Bled,, Mandaluyong City,

EPHI Logistics Holdings, Ing,, was incorporated on August 20, 2002 &5 a holding campsny.

Shang Global City Haldings, Inc., was incorporated on 11 Dagermber 2007 as a holding company.
Shang Forl Bonifacio Haldings, Inc., was incorporated on 11 December 2007 a3 a holding company.
Shang Praperty Management Services Corperation was incorperaied on 10 Oclober 2006 for the
purposs, among others, of actng as managing agents or administratars of Philipping comporations with
respect bo their business or properties.

K54 Realty Comoration was incorporated on 03 August 1990 as a realty development company. It

owns The Enferprize Center, ane of the most modern and iuxurious office buildings in the couniry which
is localed at the hear of the Makati Cantral Business District.
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Ehang Properly Cevelepars, Inc. which was recently incorporated on 17 December 2010 az a realy
development company. 1t i the cwner and developer of the Shang Salcedo Place, a residential
condominum located in Sen. Gil Puyat Ave. oo Tordesillas 51, HA. de la Costa 5L, Saleada Village,
Makati City. [t is sizted for completion in 2015,

Shang Global City Froperties. Inc., was incorporzled on 13 December 2007 By vidue of the SEC
approved merger balween Shang Glaial City Propedies, Inc. and Fort Bonifacio Shangri-La Hetel, Inc.,
Shang Global City Properies, Ing., is now the owner and developer of the hotel and residential
developmant kngwn zs Shangri-La al the Forr The rasidenfial comporent of the develogment has
commencad pre-selling.

Tha Rise Developmant Company Ing., will be joint venturing with Vivelya Davelopmant Company, Inc.,
for the development of a mixed use cevelopment to be krown as The Rise, lozated in Malugay SL, San
Antonic Village, Makat.

Issper's subsidiary, Shang Propsries Realty Corporation [formerly, The Shang Grand Tower
Corparation) and Shang Property Cevelapers, Inc. sold units of the condominium development The St
Francis -Shangri-La Placa to non-resident Filipinos and forgigners, but nol exceeding 40% of the lolal
no. of units, It kas been seling units of the One Shangn-La Plage, its lates] condominium development,
but subject 1o the limilation that not mora than 40% of the total number of units shall be sold to
foreigners. |ssuer's subsidiary Shang Propedy Developers Inc. has also stered seling units to its
residential condaminium development, Shang Salcedo Place, sales for which are also subject 1o the
40% alien cwnarship limitation.

Thiz is not applicable to the Issuer. |t is primadty a holding compeny and therefore has no direct
distribution methads of products and serviczs.

teither the Issuer nor its subsidianes have new products o services which may be dascribed as
requesied in this paticular section,

Insofar as he lssuer's competitors are concernad, the lssuer's competitors are upper middle fo high end
real estate companies who are invelvad in propey devalopment such as Avala Land and Megaworld.
Issucr can and will ba able to compete in the property develoament industry because of ite strang
financizl position, intermational experlise and strang brand position. For the Shangri-Lz Plaza
Carporation, its competiions are anlities operating similar upzcale malls such as Rockwell, Podium, snd
Gresnbelt 3, The Shangri-La Plaza Corporation is not threatenad by compeatition whers it is the only
truly upscale commersial complex in iis geographic location, and where it is continuously upgrading its
faciliies in order to cater fo its upscale market SPETs competilors are Lhose enfilies who are into
carpark management and cperation. SPSLis in a heally finaneial position and has the experise to
efficiently and viably cperate iis carpark faciities

This seclion on raw malanials and suppliers s not spplicalle o the lssuer nor to its subsidiares by
ragson of the nature of thar buzinessas as herein described

Meither the Issuer nor its subsidiarics operations and businesses are dependent on a single customer,
the loss of which would have a materzl adverse effect on the |ssuer and its subsidiaries aken as a
whole, by reason of the nature of their businesses as described hergin.

Cn transactians with andior dependencea on related paries:

With Issuer's subsidiaries:;

g With Shangri-Ls Plaza Corporation [SLRC)

it A portion of the Issuar's fand where Lhe Shangri-La Plazz Mall is located is being leased to
SLPC. The iease is for a period of twenly five [25) years from & January 1993 Rental income is
calculated at 10% of SLPC's annual reetal incoma from mall operations plus a cerain percentage
of the carpark's natl income.

=



ih issuer and SLPC have in turn entared into an agresment wherehy SLPC shall lease said mal
facility from lssuer of a period of five (5) years commencing on September 2012, renewable upon
mutual egreament of the Paties. Rantal incoma is caloufated at 12% of SLPC's annual rantal
incame from mall operations.

b, With SP1 Parking Servicas, Inc. (SPEN)

On 18 January 2002, the lssuer entered infe an agresment with SLPC and SPSL
Under the terms and conditions of the agreement, SPSEwill be granted Simited usufrucleary rights
over the lssueds parking spaces for a consideration equivalent to a certain percentage of SPSI's
gross income less dirsct and indirect expenses. The agreement s effective until 31 Decembar
2002 and shall be renewsd automatically for another year unless & notice of non-renewal is served
by the Issuer or SPSI,

c.  With Shang Properlies Realty Corporation (formery, The Shang Grand Tower Corporation)

On May & 2008, the [ssuver entered info a Memarandum of Agresment "MOA"] with Shang
Properies Really Corporation [“5PRCT) whereby lssuar, as registerad owrer of 2 parcel of land
located along St Francis Road cor Intermal Road, Shangri-La Complex. Mandaluyong City
"Froperty”), agreed with SPRC dor the latter to develop the Property inlo & teo-lowsr high rise
residantial condominium ke be known as The 51 Francis — Shangri-La Flace ["Project’). SPRO
shall provide the funding for the Project which was completad in 2009

The MO&, ameng others, provides that Issuer, a5 the owner of the Propery, commits 1o transier the
same, free fram all liens and encumbrances, in favor of the Condominium Comaration that will be
ingorparated wpon the completion of the Projecl. Pending the fransier of the Froperly to the
Condominivm Corporation, Issuer shall allow the use of the Property for the construction of the
Froject, subject b the terms and conditions hereinatter stipulated. SPRC shall arovide funding for the
construction of the Project. It is the intention of the Parties to allocate the resuliing units in the
Froject balween them, with each pary taking ownership and possessicn of its respective allocated
units ["Allocated Units"), with full power and discrelion on ine disposition of Lhe same, subject only
the pertinent conditions hareunder containgd. The allzcation between the Parties of the Met Salszble
Area shall be at tha ratio of huenty percant {209 ko lzsuer and eighly percent (B0%) lo SPRT subject
to edjustment based on motual agreement of the Paties. The actial designation of the Pardies’
respactive Allocated Units shall be detsrmined wpon completion of the fingl plans and shall be
ircorporated in & sepolemental apreemant o be axacuted Dy the Parlies. The Parties also agreed that
Seventy Five (73] contiguouws parking slots shall be allocsted to the Issuer, The allocation of the
remaining parking slots net of the 75 slots allocated to |ssuer shall be eighty percent (B0 o SFRC
and twenty paroent [20%) to |ssuer subjecl to adjustment basad on mutual agreement of the Partias,
The actual designation of the parking slats shall be detemined vpen completion of the final plans and
shiall be incorporaled in 2 supplementzt agreemenl fo ke execuled by the Parlies,

On 0F Movember 2002, the lssuar entered inle a Memorandum of Agreement wilh its subsiiary
Shang Properfizs Really Corporation ["SPRE") (Tarmerly, The Shang Grand Tower Corporation),
wheraim |ssuer agreed wilth 3PRC to develap & porion of Issuer's Property located at Edsa cor,
Shaw Bhd., Mardzluyang Cily, into another commercizl ( retal building [*Project”) comprized of 2
shapping mall, parking facilifes, and high-rise residential condorminiurm building to be known as
“Dine Shangri-La Place”. This MOA was rescinded by the Parties on 20 September 2013, whenzin
SPRE purchasad the land from lssuer to become both the landawnar and daveloper of the Project,

With lssuer’s affiliates;

a.  EdsaShangi-La Hotet & Resor, Inc.

The Issuer lzased a portion of its land to an affiliate. Edsa Shangri-La Holel & Resort, Inc., where
the fallers Edsa Shangi-La Helel is located. The lease s for a poriod of twenty five (25) years
commencing an 28 August 1852, renewable for ancther tweniy five years at the option of the
lessee. Rentsl income is computed on a fixed percentage of the Hotel's room, food and beverage,
dry goads and ofhar sanice payments,

f
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b, With other sffiliates:

On 1 January 2001, the Issuer entered into 2 cost sharing agresment with SLET and other relaled
cormpanias for the senvices rendered by the officers of the Company 1o its related companies.
ther lransactions with related companies substantially cansisl of reimbursement of expenses paid
for y the lssuar in dehalf of its affiliates and vice-versa,

Bebhween Issuer's Affiliates:

4, Shang Property Management Services Corporation entered into a tMemarandum of Agreement
with KSA Realty Corporation, pursuant to which the former shall assist the latter in managing and
administering the lzasing operations of Tha Enferprise Center.

(=3

Shang Properly Management Services Corparation entered inlo @ Mamarandum of Agresment
with The Enterprise Center Condaommium Corporstion pursuant 4o which the formar shall assist the
latter in managing and adminisiering the condominium developrment known as The Enterprise
Center, specifically with respact to the comman areas thereof,

o Shang Properly Management Services Corporation enterad into a Memorandum of Agraemenl
with The St Francis Shangri-Lz Flaca Condominium Corporation pursuant to which the former
shall assist the latter in managing and administering the condominium development known as The
Enterpriza Cemer , specifically with respacl to the comman areas therasf,

Meither the |ssuer's ar any of its subsidianes’ busingsses are dependent gpon or - expected 1o depend
upon any patend, rademark, copyright. license, franchise, concession, or royalty agreement.

Meither the |ssuar or any of its subsidianes have produsts or services requinng governmental approval,

There are no existing governmmental reguiations which affect or may affect significantly or adversely the
izsuers or any of its subsidiaries’ businesses or operations,

eifhar the lssuer or any of its subsidiarias have slotted any significant amaount o parion of their
revenues for resaarch and developmenl activities where the same are not highly necessary given the
naure of their businasses.

The Issuer, &5 with the SPI Parking Servicas, Ine., by the nature of thair businesses have no direct
obligaficn ko comply with environmental laws, As o the Shaongri-La Flaza Corporation, Shang
Properties Realty Corporation, and Shang Propary Developers, Inc. (for its developments, The Shang
Grand Tower, The 5t Francis-Shangri-La Placa, One Shangri-La Flace, and Shang Salcedo Flace) fhe
costs of ifts compliznee with environmental [sws s not significant given the ovarall operational costs.

The Issuer has 85 employess to date and does nof anficipate adding to said number significantly in the
nest 12 months, The breakdown as to type is as follows:

Rank and file - 20
Supervisory - 20
Manageral - 20
Executive - 8§
Project based - 16
Consutancy bazad -1

~o o0 oo

SPI Parking Services, Inc. {formerly Edsa Parking Services, Inc.) has 19 employees, Tha breakdown as
0 type is as follows:

A Fank and file - 11
b Sueperdsary - B
¢ Manageral - 2

Shangri-La Plaza Corporation has 83 employees, The breakdown as to type is as follows
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Rank and file - 25
Supervisory - 46
Wanagerial - 17
Exmoutiva - 1

an o

The Shang Properlies Realty Corporalion (formerly, The Shang Grand Tower Corporation) has 86
employees. The breakdown as to type is as iollows:

Rank and filz - 21
Supenisory - 9
Managerial - 1%
Project basad - 26
Consuliancy based - 15

panocn

Shang Properly Management Services Corporation has 48 employees. The breakdown as to type is &5
follows:

Rank and file - &
Supervigary - &
Manageral - 19
Project based -19

0 oW

The Shang Proparty Developers, Inc. has 30 employees. The bregkdown as 10 type is as follows:

a Managenal - 2
d. Project based - 14
e, Consullzncy based - 14

K.5A Realty Corporation has 3 employees, The breakdown as to type is as follows:
3. Rank and file - 3
The Rise Development Company. Inc., has 177 employess. The breakdaown as to bype is as lollows
Rank and file -8
Supervisory - B7
tanagerial - 18

Froject based -13
Consultancy based - 72

o ome

Mane of the Issuer's nor its subsidiaries” employees are covered by Colleclive Bargaining Agreemants.
The major risks faced by Issuer 2nd its subsidiaries in its dilferent lines of businesses are as follows:
a.  Mall operations {of SLPC)

The Shangri-La Plaza Mall faces competition from adjeining malls in the Orligas area, as well as
other high-end malls in Makati. The Mall staff keeps a close eye on the developments and
marketing programs of lhe ofher malls to ensurs that they can respond quickly, & lot of emphasis is
placed on mantaining the faciites of the Mall and impioving these o ensure that palrans have an
anjoyabla stay at fhae Mall. In addition, the Mall's tenant mix is conslantly being reviewed to ensure
thal customers have a wide variety of choicas.

b, Office leasing operations {of KSA Realty Corporation, 52.90% cwnad by lssver)

KSA Realty Corparation owns and operates The Enterprise Center (TEC). TEC faces competilion
in the office leasing market from adjoining buildings in Makati. However, because of ils supencr
faciliies, TEC has been able to maintain s premium image in the market. TEC occupancy level
remaing high despite stiff competition.



[tem 2.

Properties

Leasing o the Edsa Shangri-La Holel by the Issuer)

The lssugr receives regular rental income based on gales from the Edsa Shangri-La Hetel. At
fimes, this income is affacted if the Hotel's oooupency ooes down due o events affacting
woridwide travel and tourism, The Holel hes shown resiliency, howewer, ang has been abls fo
bounce back quickly fram these situalions. The recent renpvation of the Hotel's rooms and
testaurants should further improve the lssuar's income,

Farking Operations (by 2P| Parking Services nc.)

The major ris4 tz the parking oparations is the proposal. which is being pushed off and anin the
Philippine Congress, o orevent commercial establishimants from charging parking fees. This will
result in chass and confusion in the parking operations since nothing wil prevent car cwners in
adjoining buitdings from uging the car park facilities in the comalex to the delriment of legifimate
mell and hatel patrans, The Company is making reprasentations against this measure in
coordinalion with afhar mall aparators.

Residantial Condaminium Sales

The sesidenlial condeminium projects of the lssuer's subsidiary, Shang Properies Really
Corporation (*SPRCY, Shang Property Dewelopars, Inc. ("SPDT), and The Rise Development
Company, fng. {"TROCH, face compatition from alher major developers such 25 Ayala Land and
Megaweord. The Issuer is able to compete effectively ba offering condominium unils that are
superior to the other projects in lerms of their amanities, design and layout, finishes and
professional building managemenl.

Furnish the information required by Part |, Paragraph (B) of "Anrex C, as amended”

O propeedies owned by (ssoar

(&)

(o)

An 7110600 sqms. propeny at the heart of Ortiges Center, pertians of which are being leased out to the Edsa
Shangri-La Hotel and the Shangri-La Plaza Corporation for the operation of the Shangri-La Plaza Mall, while some
ponicns are being utilized g5 carpark areas.

i

i)

Shangri-La Plaza Corporslion's lease of the land on which the Shangri-La Plaza Mall stands is for 2 period of
25 yazrs, Renial tharefore is an amount equivalznt fo 10% of Shangn-La Plaza Corporalion's gross rendal
ingorme. Shangsi-La Plaza Carporation has no option Lo renaw the l855e.

The Edsa Shangn-La Hotel's lease of the lznd on which it stands is for a period of 25 years, Rental
arrangament is as follows:

froim hotel operations: 3% of roem sales revenue

from retailirestaurant and other hotel operations: 5% of =ales revenue from food and beverage; 3% of
sales revanue from dry goods! senaces

{rom subleasing cparatians: 5% of sales revanue from faod and peverage: 3% of sales revenus from dry
goods! senvices

Thne hotel hag an aptien to renew the lease for another 25 years,

A carpary, building alse within the 71,101.00 sqms. area. abufting the Shangr-La Flaza Complex, with & grass floor
area of 2362572 sqm. and B2 slots,

On Propedies pwned by fesuer's subsidiarios:

(@)

Froperties owned by the Shangn-La Plaza Comporation:



fel

(&)

{h

{il  Shangri-La Flaza Mall, an upscale shapping canter at EDSA cor. Shaw Blvd., Mandaluyong City, with a gross
figor area of approximataly 136 552 sqm

Proparties cwned by the SFI Parking Senvices, inc,

{il  Mone I only manages and aperates the carpark facilifies described above to be owned by the lssusr

Properiies ouned by Shang Pronsrias Realty Corporation {farmerly, The Shang Grand Tower Corparation)

il The St Frangis - a Shangri-La Place, a two-fower high rise residential condominium located along St Francis
Road cor. Internal Road, Shangri-La Complex, Mandaluyong City which was completed in late 2009, Aboul 98%

of the units of sard developmeant have baan sold to date.

li] 9852 sqms of land located at Edsa cor. Shaw Bled., Mandaluyong City, on which the cevelopment One Shangri-
La Plaze has baen consiructed.

Properies owned by EPHI Lagistics Holdirgs, Inc.
Mone,
Properies owned by Shang Global City Holdings. inc.
Shang Global City Heldings, Inc., does not directly own any properly. Howsver, Shang Global City Properias, Inc.,
which is 100% owned by Shang Global City Holdings, Inc., has purchased from Fort Bonifacic Development
Comporation "FBOC™, a 15,120 sqm. parcel of land within the development in Taguig City, Philippines, known 25 the
Bonifacio Giobal City.
Froperties owned by Shang Fort Bonifazia Holdings, Inc,
Mione.
Proparties owned by K3A Raally Corparation
The: Enferprise Center, an office condominium alang Avala Avenuoe, Makzli City.

Properdies owned by Shang Froperty Develapers, Inc,

it The residential condaminium known as Asian Plaza | and the parcel of land on which its stands located at the
corner of Gil Puyat Ave., Tordesillas St and H, V. de la Costa 5, Salcedo Yillage, takati City.

The Izsuer and its subsidianies are nol currently leasing any real properly. As al the fme of the fling of this report, neither ine
Izsuer nor its subsidiaries intend to acquire any groperly in the next twelve {12) months.

ltem 3. Legal Proceedings

2]

Furnish the infarmaticn required oy Part |, Paragraph (C) of “Annax C, a5 amended’.

[y 014 July 1883, 2 complaint was initially filed beiore the Pasig Regional Tral Court (RTC-Pasig) by the principal
contractor of the Shangr-La Flaza Mall against the |ssuer and ils Board of Direclors for the recovery of the balance of
allaged unpaid consiruction work, compensatory and moral damages, legal fees, and litigation costs. On 27 October
1448, the RTC-Pasig issued an crder directing the parties to arbitrate their dispule under the Arbitration Law. On July
31, 2008, the Arbitral Tribunal that was constituted by the Paries, orderad BF Cerporation to fila its Statement of
Claims, and the Issuer and the other defendants 1o file their respective Answers thereafler, BF had incroased is
claims for unpaid bilings, change orders, damages, afe, 1o 2 lolal of abaut F225.6 milion, Jssuer and the other
defendants have put ferth counterclaims in the total amount of abowt PARD million, Afer due hearings on arbitration
and the submission by the Parties of thar respective memoranda, the Arbitral Tricunal, in its Decizion dated 31 July
2007, ruled that BF iz enitled to an award of only P458,905 98779, while Issuer is entifed to an award of
P8 .3E7 45406, Boih Pariies have appealed the Decision of the Arbitral Tribunal 1o the Court of Appeals. The Court of
Appeals having issuzd its Dacision an 12 Augost 2008, both parties have filed petitions for review on cartionarn with ha
Supreme Courl. The Supreme Court has yet to release iis decision on the case o date.

5N
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fii) Cn Movernber 23, 2005, [ssuer togethar with The Shang Grand Tewer Corparation {a subsidizry of [ssusr) inow fha
Shang Propertics Realy Comporation), ware named raspondents in s case belore the Burasu of Legal Affairs of e
Inteflecius! Property Office of the Philippines (ELA-IPPHIL), znfilled “ASE Devalopmenl Corporation v. The Shang
Grand Towsr Corporation and Edsa Proparias Haoldings, Inc., for urfair competition, felse and fraudulent declaration
and damages with zpplicalion for issuance of a Temporary Restraining Crder and Wik of Preliminary Injunction.”
Complainart ASE alleges hal Respondents committed acts of unfair competition and false and fracdilent declaration
by the Respondents’ use of the tamms 5t Francis” for their residential condominium groject located along St Francis
St con Shaw Shed., Mandatuyong Gily.  lssuer is the oroject owner, while TSGTC 15 the project develaper, Cn
Dacambar 19, 2006, the BLA-IPPHIL renderad ils decision and rilad that Raspondents cannot use fhe name "3t
Francis Towers”, but they can use the namea "3 Francis - Shangri-La Place”. The BLA, however, did not award any
damages lo ASE stating that no evidence was presented by ASB as to the amount of damages il suffered,
Fespondents and ASE have both partially appealed the BLA Dacision. The Office of the irsctor General promulgated
its Decision on 03 Septembar 2008 ASE appesled said Decision before the Court of Appeals. The Cour of Appeals
having issued its Decision on 18 Dacember 2009 favonng AS8's position, TSGTC (now SPRE), appealed the same Lo
the Suprams Court. The Supreme Court, inits 21 July 2004 DECISION, which has allzined FINALITY, decided in favor
of |3suer, and exanerated issuer from charges of unfair competition. Despite the finalily of the 5C's Decision in this
casg, there ramains an offshool case panding with the Court of Appeals which has its rools in the opposition flsd by
A58 jnow St Francis Square Development Corparation) to fhe use by SPRC of the mark “SL Francis-Shangri-La
Place.”

As to any proceeding that was laminated during the fourth guarter of the fiscal vaar covared by s reporl, fumish
information similar to that required by Part [ Paregraph (C) of “Annex ©, as amended’, including ihe daie of
lzernination and a description of the disposifion thereof with respect to the Issuer and s subsidianes.

There are none.

Iten 4. Submission of Matters to a Vote of Security Holders

if any matter was submitted during the fourth quarter of the fiscal yaar covered by this report 12 a vote of security holders,
through the solicitation of proxies or olharwisa, furnish the following infgrmation:

(al

i)

izl

The date of the meeting and wheather it was an annual ¢r spacial mesting.

if the mezeling involved the elaction of directors, the name of each direcior elecied &t the meeting and the name of each
other direcios whose e of offise 25 a director coninued after the maating. Mote whather such direclar was alected
as an “indegendant directer” under Section 38 of the Code and SRC Rule 38 thereunder,

& brief description of each matter voted upon at the meeting and slale the number of voles casl for, against or
withheld, as well as the number of abstentions as 1o each such matter, including a separate tabufation with respect 1o
aach nominee for ollica.

Diuring the Annual Meeting of the Stockholders of the lssuer held on 24 June 2014, the stockholdars approved and ratified fhe
fellowing:

1.

2

Mirutes of $he Annuzl Sfeckholdars Maating held on 26 June 2013;

Annual Report of the Company 25 of 31 December 2013, logather with als zudited financial statemerts and
accompanying axplanaiory noles,

The acls of the Board of Direclors and the Management disclosed in the corporate records since the 26 June 2013
Annugl Stockholders Meeling to the dale of e Annual Stockhelders Meating cn 24 June 2014,

Election of the following members of the Board of Directors for the panod 2014-2015:
1) Edward Kuok Khoon Loong

2] Danila Regina L. Fojas
3 Alfredo C. Ramos
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(dy

e}

'_:.n.'!

4) Benjarmin 1. Ramaos

5 Cyniniz R, Del Castillo

B Ho Shut ®an

7l Maximo G. Lizauca |1l

2] Johnny . Cobankizl - Independent director
8 Antenio O Cojuangen - Independent dirsckar
0] Manuel M. Cosico

1] Wilkie Lee

121 Koay Kean Choon

13 Kin Sun Andrew kg

14} Federico G. Mosl Jr

15} Wiltred Shan Chen Woo

Appointment of Sycip Gorres Velayo & Co. as the lssuer's extamal auditars for BY 2014-2015,

The |ssuar's shareholders reprasenting at teast 22 of tha issued and culstanding capilal stock entiied fo vote, passed
and approvad resolutions to amand ARTICLE THIRD of tha ARTICLES OF INCORPORATION to change tha pincips!
address from “METRO MANILA" to 'ADRMINISTRATION CFFICES, SHANGRILA FLAZA MALL, EDSA COR. SHAW
BLYEL, MANDALLYONG CITY in compliance wilh SEC Memorandum Me. & Series of 2014,

Al of the abave matters were vated upan and caried by the stockhalders of the Issusr by 3 enanimous vala,

If =y matter nas been submitted to a vote of securly holders othenwise than at @ meeting of such security heolders,
correspanding information with raspect to such submission shall be fumished, The solicitation of any authonzation ar
consent [other than 2 proxy 1o vole at & stoskholders' meeting) with respect fo any matier shall be desmed a
subrmission af sueh matter 1o a vole of sacunly holders within the meaning of this iem.

Ma matter has been submitted by the |ssuer 1o a vale of its securily holders..

If the issuer has published a repart containing all of the information called for by this item, the item may be answered
by a reference o the information contained in such repon

The Issuer has not published any such repar,

EAAE R R IR R AR R A AR R RNl e A Ak m AR E bk b

Instructions to [tem 4
Faragragh {a) need be answerad anly if paragraph (b) or () is required to be answersd.

Faragraph (b) need not be answered f proxies for the meeling wers solicited pursuant to SRC Rule 20, there was no
solicitation in opposition to management's nominzes as listed in the proxy staterment and 2l of such nominees were
elected. If the issuer did not salicit proxies and the board of direclars as previously reported ta the Commission was
raelecled in ils entirely, a statement to that effect in answer fo paragraph (&) will suffice.

Paragraph (o} must be answered for &l matters voled vpen at the meeting, including baoth contested and unconlasted
slections.

PART Il - OPERATIONAL AND FIMANCIAL INFORMATION

ftern 5. Market for Issuer's Commen Equity and Related Stockholder Matters

Furnish the information required by Parl 11, Paragraph (A} 1) through (4) of “Annex C, as amended”,

{A)

Market Price of and Dividends on lzsuzr's Cammaon Equity and Related Stockhoider Matters

1} Market Informaticn



i)

prices far each quarter within the last bwo [2) fiscal years of the |szier's shares are as follows:

Year ! High i Low
- 2014 . |
First Quarter ) P3.29 == ==
Seccnd Quartar o 360 | 3.08
Third Quarter 347 J.eh
Feurth Cuarier 340 1 314
|
201 - | | —
First Quarter 387 | 340 ]
Sacond Quarler , 395 271 il
Third GQuarter | 389 300
Fourth Cuarler ! 395 271

The high and low of Issuer's shares o the perdod 01 January 2015 te 31 March 2015 are as follows:

High:

Low:

F3.34
P3.10

The clesing price for the |ssuer's shares on 31 March 2015 is P3.25.

ia)  The sharas of the lssuar are listed and traded on the Philipping Stock Exchange, The high and low salss

Bart |l paragraph (4} (1) (a) and (&) (1) {c) are not applicable 1o the Issver this report not being presantad
in a registration stalement or an information statement.

Huldars

shares cutstanding 25 of said date is 4 764 056,287

The top 20 stockholders of the Issuer 25 of 31 March 2015 arg:

il Name of Stockholders Number of Percent ta Total |
: - ey i Shares Held Qutstanding |
1. PCD Mominee Corporstion (Filiping) 2855256250 535,80% _|
| 2. Travel Aim lnvestment B.V. 1,548,869.372 461% |
"3 PCO Harninee Garporalion (NF} 52,341,530 T —
| 4. KGMPP Holdings, Incorporated R L
| 5 CCS Heldings, Incorporated 47 833,492 1.00%
' §. Pecancla Company Limited 43175495 _091%
| 7. Buok Foundation Ovarseas Limited 37023538 0.78%
| 8. Kuok Bralher SON 02381 0.78%
| 8. GGC Holdings, Incorparated 26,224,322 055%
| 10. Kerry Haldings Limited _ 25,090624 0.55% |
1. Kuak (Singapore) Limilad 24 545,214 DB
2 ey (1989jUmies | 12424107 0.26%
13 Kuok Traders (Hong Kang) Ltd 11407383 0.22% .
| 4. Federal Homes, Inc. 4,808,478 0.10% |
15, Luzhar Assets, Ltd. 3875714 0.08%
16, Yan Lucio W, Yan & for Clara B I T/ S
A7 Antonio D, Cojuanges 3.076,564 0.05%
18. Sysmart Corparaticn 167123 0.04%
14, Exchange Equily Corporation 1,570,000 0.03%
|20, Egan, Vicioria Z. 1,099,000 0.02%
4,707,540,136 8.81%

{a} Issuer has common shares only. As of 31 March 2015, the lssusr has 5442 stockholders. Comman
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ldzal Sites and Proparties, Inc. (Ideal) is the ownar of recard of 1,465 615 626 shares. Thase shares serve as
ungderying sacurities to the Philipping Ceposit Receipts [PORs) issued by Ideal. Ideal is a member of the Kuak
Group of Companies,

We ane not aware as to e identity of $he ownerathalders of the othar shares.

Travel Aim fnvestment BV, (Travel Aim) is the owner of record of 27,150,227 shares held thru 2 broker,
Ceylsche Regis Parners, Inc. Travel Alm which also directly owns 1 621 719.045 shares is a subsidiary of
Kerry Properies Limited which is a member of the Kuok Group of Companies. We are not aware as fo e

idendity of the ownerstholders of the other shares.

Part I, paragraohs (8) (2} (B), () {21 (c), and (&) [2) {d] are not spplicable to the |ssuar, this report not being
presented in g registration statement or an information statement.

Cividends

1. lssuer only has commen shares on which were deciared the following dividends in the two (2] most recent
fiscal years:

Cash dividends

201

oh

o During the regular meeting of the lzsuer's Board held an 27 March 20135, the Board approved
the declaration of PO.OSI00 per share cash dividend fo all shareholders of record as of 15 April
2115, to be teken from the unrestricled retained earnings as reflecled in the audited financial
staternenls of the 1ssuar as of 31 December 2014, 4o be paid an or hafare 20 Apnil 2015,

During $he regulsr meeting of the lssuer's Board held on 1% February 2014, the Board approvad
the declaration of 207000 per share cash dividend [o all shareholders of recard azs of ¥ Lanch
2014, to be taken from the unrestricted refained earnings as reflectad in the audited financial
staternents of the lssuer as of 31 Decamber 2013, 1o be paid on or before 14 March 2014,

«  During the regular meeting of the |ssuer's Board held on 14 August 2014, the Board approved
the declaration of PO.ORSOD per share cash dividend to all sharehalders of recard as of 29
August 2014, o be faken from the unrestrcted retained earnings as reflectad in the sudited
financial statements of the |ssuer 25 of 30 June 2014, to be paid on or before 10 Septembar

2014,

]
[
b
a3

.

s During the regular meeting of the lssuers Board hald an 27 February 2013, the Board approved
{he daclaration of P.O50 par share cash dividand to all shareholdars of record a5 of 15 March
2013, to ba tzken from the unrestriclad retained earnings as reflected in the audited financial
staternents of the lssuer a3 of 31 December 2012, 10 be paid on or before 25 Mareh 2013

e During the regular meating of the Issuers Board held on 14 August 2013, the Board approved
the: declaration of PO.05 per sharg cash dividend to a1l sharenolders of record as of 30 August
2043, to be taken from the wnrestricked retained eamings as reflectzd in the unaudited financial
statemeants of the Issuar as of 30 June 2003, to be paid on or befora B September 2013
Stock dividends

Mo stock dividends ware dectared oy the lssuer during the last 2 fiscal years.



Apart from fhe restriclions imposad by statutes and regulations, there are noneg internal 1 the |ssuar which
hampar ar may hamper any declaration of dividends by the Issuer, and for a3 long as said declarations
can be supported by tha 1ssuer's financial position.

Reacent Salas of Unragisterad Secorilies

Mo sales of unragisiered sscurities were undartaken by fhe lssuer during the last three (3) years. Meither
have there been sales of reacquirad securifies as well as naw issues, saguritias issued in exchangs for
propeary, sernices, of other securifigs, and new securifies resulling from Lthe madification of outstanding
secunties, Thus. the succeeding requesizd disclosuras under this specific term are nat appliceble to the
Issuer.

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

Furnish the information raquired by Part 11, Paragraph (A) of “Annex C, as amended” for the most recent fiscal year and for
the immadialely preceding fiscal year,

[A]

tanagement's Discussion and Analysis (MO&A) or Plan of Operation
{17 PFlan of Qpearation - MA (5P| has revanue in 2ach of the last iwo fiscal years)
i) Management's Discussion and Analysis

(@) Full Fiscal Years

Key Performence Indicators

3-Dec T
2014 2013 Change
Tumover (Fhp M) 7612 6909 | 10.2% |
Profil Attibutable to (Php M) 2735 2,011 36.0%
. sharahalders
Eamings per share | Php Gy 0.574 0.422 36.0%
Met Asset Value per shars iPhp) 5.001 4 hi2 9.8%
Frice Ezmings Ratio 1 Timas) aT47 V.42 [ 1258

Turnewar consisls of sales from Residaniizl Condominium, Rentzl Revenue, Intsrest Incoms and Ofher
Imcome. Shang Properties' totsl revenues increase by RY02.7M to PY6E for fiseal yesr 2014 from BE.DB
total revenues for fisgal year 2012, Sales from residendial condominium units accountad for B3.88 ar 49% of
the fofal revenues. Revenue from leasing operations amounted to B2 BB, higher by B285.9M from last
yaar's P2 36, Inferest income and other income increased by 85887 M.

Profit airiputable to shareholders represants net incame (rom operzlions zfler 1ax of the Group. ILweanlup by
72 M ar 36% comparad with last year

Earnings per shara of B0.574 were higher by 36% from last yaar's P(.422.

Mei Asset valuz per share iz caloulated by dividing the fotsl net asset of the company (Total assel - Tolal
liabilities) by the number of shares ouistanding.

Mel asszl value per share increased by 5.8% mainly due to higher incamea generated during fhe year.

Price Eamings ratio is & valuation of fhe company's current share price compared fo per share earnings and
calculated by dividicg the market walue per share by the earnings per share. Price earnings ralio is lower by



25 8% to 5747 this year from 7.742 last year, The Group’ yesr-end share price in 2014 is PR320 from BP32T
in 2013,

Results of Operations

Shang Properties, Inc.” consclidaiad nat income attributable to sharehalders for the year endsd December 31, 2014 amouniad
bz B27R, B4 M higher than the B28 pasted in the same period last year.

Calendar Year 2014 Compared to Calendar Year 2013

The Group’ pross revenue increased by BY03.7M or 10.2% to BT.AB in 2014 fram 2598 in 2013, mainly due to highar
revanue from the mall and office leasing operaticns and other income derve fram remsasurerment arizing from business
combination.

1. Residential condominium projects ravenue of BI.2B is fower by B170.9M from last year's B398 mainly due (o the fewer
szleable unils for One Shangri-La Place this year as mast of the units have been sold.

2 Shangri-La Plaza's growth of R195 64 was mainly due to the revenue of new east wing mall and rantal escalation of the
axisting mall.

3. The office leasing aperations al The Enterprise Canlar grew by BT2AM 1o PETSEM mainly due to higher average
accupancy rate ta 95% in 2014 Trom 57% in 2011,

4. Thaingreased in ranlal revenue of Edsa Shangri-La Holal by 370 was mainly due fo improved occupancy.

E

ligrest and other income increass by PSEATM mainly due 1o the gain on remaasursmant arising from the acquisition of
sdditional 20% eouity interest in Shang Glabal City Properties and Fart Bonifacio Shangn-La Hotel from a Thisd Party.

Tolal Expenses of the Group amounted to 358, BIG1T.EM lower comparad with last vear's R3S mainky dus to the following:
1. Decrease in cost of condominium sales due lower sales during the yaar,

2. General and sdministrative expenses increase by FELLSM primarily due to increase in statt cost far additional workload,
3 Inlerest expanse and bank charges increase by P42 1M mainly due 1o loan availment.

4. Increasa in taxas and licensaes by RE0AM mainly due fo real property 1axes paid for the New East Wing ball and highar
business permits due 1o higher revenues.

5 Unreimbursed share in common expanses decrease by B101M mainly due o the improved ocoupancy of the East Wing
[4all, which resulted o higher fenants reimbursement.

G, Increasa in deprecialion expanse by B2 20M mainly due to the capitalized officz improvements and the purchase of
transposlation equiprnent.

PO Insurancs sxpenss incréasa by PLAM particulardy due to premiums paid for the East Wing Mall
Calendar Year 2013 Compared to Calendar Year 2012

The Group’ gross revenue increasad by 27.8% to PG.95 in 2013 fom BSAR in 2012, mainly due to higher revenue from the
sale of condominium units and higher rental incame from mall and office leasing operations.

1, Aesidentizl condominium projects revenue of B8R is higher by B12B from last year's B2TE due to highor sales
recognized from Cne Shangri-La Plece and Shang Salcede Flace projects.

2. EShangi-La Plaza's growth of B3N was mainly dug Lo the revenue generatad by the newly opered East Wing Mall and
iantal escalation of the existing mall,
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The office leasing aparations at The Enterprise Center grew by R141.20 1o REDLEM mainly dus to imaroved average
poeupancy rale lo 57% n 2013 from BE% in 2012

Lol

Inlgrest and other Income decrease by BZ25 1AM mainly due to higher fair velve adiusimants ol investment properlies
racagnized in 2012 whilz in 2013 no adjusiments was recognized as the Group assessed that the fair value adjustmeant is
inzignificant.

Tatal Sxpanses of the Group amounted to B3.BE. BE45 1M higher compared with last year's P2B mainly du 1o Ihe fallowing:

Increase in cosi of condominium sales due to mare units seld in 2013

Ganerzl and administrative expanses decreaze by B34 T mainly due to lower marketing and adverfising and
candominiem dues axpenses this year companed with (230 year.

2. Urreimbursad shars in comman expenses increase by 2850 mainly due to unrecovered actual cost of villities, janitorial
anc security expanses of fe newy opened East Wing Mall that are borme by the Group.

3. Imcresse in depreciation sxpense by F1LEM mainly dus fo cepitalized office improvements and purchase of transportstion
equipment.

4. Insurance expanse increase by P390 dus fo higher pramivms paid during the period.

5. Inferast expensze and bank chargas increase by B12 7 mainly dus fo loan availment during the year.

Calendar Year 2012 Compared to Calendar Year 2071

Shang Properties consclidated net income atiributabla to equity holders for the year ended December 31, 2012 amourted to
2168, B259.8M highar from B1.16 recorded in 2011,

Tha Group’ consolidated revenues for the year totaled to BS54, 81.88 highar than the revenues posted in 2011, This was
main'y due to higher revenue perormance of residentzl condaminium projects, leaze of retail and office spaces.

1. Residential condominium projects realized revenug of B2ZYE s higher oy R21E8 from REZ2.EM last year mainly due to
higher sales backings of One Shangri-la Flace.

ra

The Shangri-La Plaza Mall reported rental revenues of B1.08 compared to RBEZ.8M over the same period last year, The
BSOM or §.0% increase was mainly due fo rental escalations and sustzined growin in fenanis’ sales on percentage rental
structure

3. The ofiice leasing operation of KSA Really Corporation realized revanues of 2582 50 is slighfly lower by R3G90 from
REGEGE.EM las! year dus o lower cocupancy rate of B6% in 2012 againgt BE% in 2011,

4. Oiher Income decresse by R30EM or 26.2% from P1ZB last year mainly due to the decrease in interest incame due o
lrwrer bevel of money market plasements and decrease in gain on Tair value adustment of investment propertics.

The Group's lotal cost and expenses went up by R1.78 10 B3.08 in 2012, This was manly due to the fallowing:
T Increase in cost of condominium sales of One Shangr-La Place as a resuli of higher revanues generated in 2012,

2 Inorease in general and administrative expenses oy FEE.EM or 18.7% mainky due ta higher advertizing and promeations
and other aperating cost due to increase in business activities,

3 Increass in depreciation by 8130 or 8 7% due 1o capitalized office improvaments and purchasze of company vehiclas,

4. Increase in taxes and licenzes by B9 2M dus to payment of documentary stamps on new bank loans.



Financial Condition
Calendar Year 2014 Compared to Calendar Year 2013

Shang Proparties, Ing, acquired the addiional 20% ntereslin Shang Glebal City Proparies. Ing. (SGCRN and Fort Bonifacio
Shangri-la Halzl, Inc. (FBSHI).  As a result of the acguisiion, the Group obtained contralling interests in SGCR| and FESHI
awning 60% equity interest ovar each of the acouired enlities.

Total sasets of the Company amounted 1o R54.7E, 2 growth of 1568 from toial assets of 2388 in December 31, 2013, The
fallowing are significant movemeniz in the assets:

Increasa in cash and cash equivalants by BB mainly due to colleclion fram szles ol condominiom projects and procesds from
Lank loans.

Ingreass in financial assets at fair valve lhiough grofit or loss by B2TM lo RI5M due lo the fair value adjustment on
markeiabla securities recognized during the vear.

Receivables increase by RE2EM mainly dus to higher installment recaivables from the sale of condominiums fram various
projects.

Froperlies hald for sale rcreased by B33 billian mainly due to an-geing construction of the condominum projacts al Shangri-
la af the Fort and The Rise in Makati,

incragse in prepayments end other current assels by P1.38 mainly dug to higher prepaid WAT of Shang Global City
Properties, Inc.

Cacrease in investment in agsociates was mainly dua to the acquisition of additional 20% eaquity interest in Shang Global City
Properties (SGCPI) and Fort Bonifacio Shangri-La Hodel (FESHI) wherein the group obtained contral over the bwo companizs.
The amount of investment in associales reclagsified ke irvastmen in subsidiary amounted o 228,

Feal aslale development project amounting to B11.2B pedaing o the constraclion cost of the hotel portion of the Shangri-La
at the Fort project

The group recognized Goodwil as & result of the busingss combination during the year, The excess of the acguisifion cost
aver the fair value of the identifiable 23sets and liabiliies assumed amounted to B269 94,

Refundable deposils increasad by B3IM mainly due 1o deposils paid for oliities by One Shangri-Le Place and deposit fo
contraciors of Shangri-La aithe Fort project,

Increasa in accounts payable and other current liabiliies by B2 28 due to higher payable o contractars far the construction of
vangus projacts,

Increasza in bank loans was due io the consolidation of bank the loans of the Shangni-La at the Forl praject and additional loan
availment by tha Parent company for property development.

Increasa in dividends payabla by PE3.50 due to declaration of cash dividends amounting to R309. 40 an August 14, 2014 and
RIZIEM on February 19, 2014,

Increase in income tax payable by BT8 20 due to higher 1axable income generated during the year.

Increase in acerred employes bengfitz by B23 20 was mainly due to the increased defined bensfit obligation of the Group far
employes retirement, leaves and other refated benefits,

Ceposit for future stock subscrption refers to deposit 1o Shang Global City Propedies, Inc. which will be converted info equity.

Increase in deferred liaoilities by B1.18 was mainly due lo the unrealized increasea in fair value of Shangri-La at the Forl



Catendar Year 2073 Compared to Calendar Year 2012

Total sssets of the Company smaunted to B39B, & growdh of BIB from total assets of BIGE in Decamber 31, 2012 The
following are significant movemenis in the assets:

Increasa in cash and cash equivalents by R290 50 due to collection fram sales of condominium prajects and procseds from
hank loans.

Decrease in financial assels at fair valse through profit or loss oy B1.90 to R303A dus fo the dacrease in fair value
adjustmenl recognized on stock market investment.

Recsivables increasec by 22.2B due to higher installment recevables from the sale of condominium units from various
projects.

Decrease in condominiuem urits held for sale by BSCAM 10 BT1REM mainly due 1o the sala of residential condominiam units a1
St Francis Shanori-La Place.

Deorease in construction in progress by RE15.50 was mainly due 1o the complation of Easl Wing Mzl and reclassified under
Invasiment Properties.

Decreass in prepaymeants and cther current assets oy R161.6M mainly due o the decrease in craditable withholding taxes
used in payment of income taxes dus for the year.

Decreass ininvestment in assodizles by 37310 due to the sale shares in Exchange Properies Resources Corporation.

Increase in investment properties by R168 mainly due fo reclassificelion of complated cost of East Wing Mall from
Construction in progress.

Increase in real esiale development praject by R2038M mainly due fo the development cosl of The Rise and ravarsel of
accumulatad impairment loss.

Decreaze in prapary and enuipmant by B4 20 mainly dus 1o depreciation.
Decrease inrefundsble deposits by PSIM due to refund from suppliers,

Decraase in deferred income 12x assats by B42. 20 mainly due 1o the reversal of accumulatad impairment loss on real astate
devalopment projoct,

Increase in accounis payable and other current liabilities by BE58 T due to higher payables to contractars for the
construction of various projects.

Increasa in bank loans primarily due to availments during the yaar,

Increass in deposit from fenanis and deferred lease income by BZ01.BM mainly due fo higher depasils frem new lenanls of
the Ezst Wing Mall of Shangri-La Plaza.

Ingrease in dividends payable by B2 &M due to declaration of cash dividends amaundng to P235 20 on August 14, 2013,
Increase in income tax payabla by BY 9% due to higher taxable income generated curing the year,

Decrease in accrusd employee benefils by P334M was mainly dug to the effect of adoplion of the Revised PAS 19, The
changes in acoounting polisies have baen apphad retrospectively which resulted fo tha increase in 2012 accrued amployes
benefits by B35, 1M {to B7 3.7 from previously reporied BI7.2W).

Calendar Year 2012 Compared o Calendar Year 2017

Total assets of the Company amounted to B3G5, & growth of B1ER from total assets of R32.4B in 211,



Cash and cash eguivalents incressed by F154. 20 mainly due 1o collection from sales of One Shangri-La Place candaminium
unis.

Fimancial assets at far value through profit o loss increased by B4.80 lo P32.3M dus fair valus adivsiment recogniza during
the yazr an marketable sacurities

Receivables decreased by B100.9M due to collaction of instalimenl receivadies and liquidstion of advances io contractors and
sugpliers for he complefion of projects.

Condeminium units held for zale ingreased by P203.20 mainly represents remaining condominium units at The 51 Francis
Shangri-La Flaca.,

Conslugtion in progress increased by K837 1M due io cast incurred for new and ongaing projects

Frepayments znd other curren] assets decrazsed by R42M. The cash in ascrow in 2011 in compliance with the MOAs enterad
by SPOI with Sigma and GF & P was capitalized to canstruction cost in Shang Salcedo Place project,

Properly and eguipment increased by R10.54 due to office building improvemenis and purchase of company vehicles,
Refundabla deposits increasad by F13.40 due to deposils paid 1o cenlractoss.

increase in defered income 1ax assels by RE5.9M due lo the difference in profit recognized from installment method versus
percaniage of completion.

Degreazs in accounts payable and other current liabilities by B368.54 due to payment to contractors and supplian,
The inrcrease in bank loans was due to availment of R1.08.

Increase in deposit rom tenants and defered lease income by P169,70 was mainly due to the deposit from new tenants ai
the East Wing Mall of Shangri-La Plaza.

Dividends payable increassd by 82 20 dug o highsr dividend per share declared in 2012 amounting ta P390.5M fram
2350 "M in 2011,

Income tax payable increase by P2.0M due to higher incame generated during the year,
Increase in accreed employes benefits by 25.0M was mainly due to accrual of retirement benefits.

Chanages in Financial Condition

Mt Cash provided by opesating activities in 2074 amountad o REDAEM. The Cash inflows in 2014 includes coliection of
revenues from condaminium projects and rental revanue from mall operation of the Shangri-Le Plzza and office leasing of The
Entarprise Centar. Met Cash grovided by operating activities in 2013 amountzd 1o R2.1B. The Cash inflows in 2013 includes
collection of revenues from condominium units of One Shangri-La and Shang Salcedo projects, higher rental fram East Wing
and Main Mall of the Shangri-La Plaza and office leasing of The Enterprise Center. in 2012, Mel Cash orovided by aperating
activities amounted to PE39.8M generated mainly from the salas of One Shangi-La Flace projecl and rental from Shangri-La
Flazz ball and office leasing of The Enferprise Cantar.

Met cash used in investing activities in 2014 amounted 1o F1.6B used mainty for the acquisition of the Shangri-La at the Forl.
Met cash used in investing activities in 2013 amounted fo B1.58 used mainly for the completion of the East Wing Mall. In
2012, net cash used ininvesting activities amounted to 2123 90 for the construction of varows orojects

et cazsh provided by financing activities in 2014 amounled Lo B2ZE mainly from loan availment. Mel cash vsed in finzncing
actvities in 2013 amounted 1o B237 80 used in repayment of laan principal and interasts and cash dividends 1o sharghalders.
In 20102, cash used in fingncing aclivilies of RI1900M in repayment of lean prinsinal and interests and cash dividends 1o
shareno

20



Jtern 3. The Parent Company's subsidiaries and associates follow:
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SHANG PROPERTIES, INC. AND SUBSIDIARIES

SCHEDULE OF THE EFFECTIVE STANDARDS AND INTERPRETATIONS

PHILIEPINE FIN
INTERPRETA

ANCIALREPORTING STANDARDSAND

Effective as of December 31,2014

- Framewaork for the Preparation and Presentation of Financial Statements
| i
Congeptusl Framework Phase A: Objectives and qualiative characteristios i
!

| PFRSs Practice Statement Management Commentary | v i

Philippine Financial Reporting Standards i

PFRS 1 | First-tima Adaoption of Philippine Financial Reporing 4 '
{Ravised) | Standards
i
|Amendments 10 PFRE 1 and PAS 27 Cosl of an Investment
in a Subsidizry, Joinlly Contralled Entily or Azsocisle

Amendments fo PFRES 1 Additional Exemptions far First-fime
Adopters

i:’-‘-mendment tz PFRS 1: Limited Exemplion from Comparative | 4
| PERS 7 Disclosuras for First-iime Adopters

e o e Rt in o

<]

| Amendments fo PFRS 1: Severe Hyperinflation 2nd Removal |
of Fiked Date for First-iime Adopters | . |

- Amendments to PFRS 1: Governmeni Loans | | vt

Share-hased Payment - _| R ] . | |

Amendments fo PFRS 2: Vasting Condilions and
Cancellations

Amendments io PFRS 2 Group Cash-sellled Share-basad
Favment Trarsactions

Business Combinations ¥ i

{PFRS 3
| [Revised)

|
PFRE 4 | Insurance Contracts
|

Amendments to PAS 32 and PFRS 4: Financial Guarantes
(Contracts

|
i
|
—
]

R TS V| Bl oy e 1 L S T iy b i .._i__._J_ - s ]




fF!-EILJE IMEFi_HANCM EPORTING § smmmans'mn’?—-

£

FFRS &5 | Won-current Assets Held for Sale and Discontinged

iDperaﬁﬂns !
| PFRE & Explaration far and Evaluation of Mmeral Resources : v
PFRS T Financial Instruments: Disclasures v o
' Amendments to PAS 39 and PERS ¥ Reclasmﬂuanm of | v I
| Financial Assels | .
r._._— - - e —— 1— 1
Amendmenis to PAS 39 and FFRS 7: Redlassification of I & |
l Financial Assets - Effectve Date and Transtion i | i
bove com vt e e e e ey _— FETS STy
| Amendments to PFRE T Irnpn:u'.rrng Disclosures about | ¥
| Fimancial Instrumeants
| | |
' amendments to PFRS ¥; Disclosures - Transfers of F|na|1|:|al ' ¥ I
| fissels | !
b — | | !
| Aimandments to PFRS ?’ Disclosures — Ofrseh,ng Financial Mot early )
| hissets and Financial Liabilites | |
( Adopted | |
i o . B
| Arendments to PFRS 7 Mandatory Effective Cats of FRFRS Mot early | '
| 9 and Transition Disclesures | |
| | Adopled | I
FFRS & I Oiperating Qngments e |
S U S | b ! '
|PFRS 9 I Financial Instruments Mot early I
| Adopied ' [
I N (IR R |
Amendments to PFRS 8: Manda;aw EH:—‘-mn.-e Ddtﬂ of PFRS Mot early |
I 5 and Transifion Disclosures i |
i [ Adopied !
|PFRS 10 | Consalidated Financial Statements | L |
PFRS1 | JointAnangements o T _ i : i
| A |
PFRS 12 E Disclosure of Interasts in Other Entifias v | ‘
Jaee— S 8 2 )
|PFR5 13 ! Fair \-‘alue Measurerment ¥



lNTEﬁFlE'

PHILIPPINE FINANCIAL RE
neﬁi@qﬁs&

Phllmpme Accnuntmg Standards

|PAS 1 Prezeniation of Flnanmal Sla1ement5 o
| (Revisad) [
amendmant io PAS 1: Capital Disclosures . ' '
‘ tmendments o PAS 37 and PAS 1: Puttable Financizl | | L2
1 Instruments and Obligations Arising on Liguidation
I 4 =~ . 1
- fmendments 1o PAS 1 Presentation of liems of Other | ¥
| Comprehensive Income |
rﬁ.s 2 Irvenlonss | o
|PAS T Statement of Cash Flows r_ s
[FAS ] | Bocounting Policies, Changes in Accounting Estimates and ¥
|Ermrs
|
PAS 10 Events afier the Reporting Date ‘ v
F"AS 11 Censtruction {;nliactsu_ ) o Tt I_ 2 I
I N e =L I A
PAS 12 Incame Taxes v
PEl.andment to PAS 12_- Deferred Tax: Reary of T g |
Underlying Assets
PAS 16 Property, Plant and Equipment v
PAS 17 Leasas i i
| PAS 18 Revenus v
PAS 19 Employes Benefits ¥
i Amendments fo PAS 19: Aciuanal Gaing and Losses, Group | e
Plans and Disclosuras
e | [ S SR S ey
PALS 19 Employee Senefits ! v |
(Amended) | |
. ! ’ |_ |
. ~ B ST |
PAS 20 Accounting for Govemnment Grants and Disclosure of | e

i s e



PHILIPPINE FINANCIAL
| INTERPRETATIONS.

| Government Assistanc:

BAS 21 | The Effects of Changes in Foreign Exchange Rates

A I
| | | |
! Lmendment: Net Investiment in a Fareign Operation I | |
| | | | |
| n
PAS 23 Bomowing Cogis ¥ '
iRevised) !
o |
PAS 24 Related Party Cisclosures | I
{Revised) - .
PAS 26 | Accounting and Reporting by Retiremant Banafit Flans | |
|
: — | .
CPASZT Separate Financial Statements ' |
iAmended) |
| PAS 28 Investments in Associates 7R |
| |
BAS 79 Financial Reporting in Hypernilationary Economigs | I. i
I 1
: ) _ o S : i d S
PAS 1 Interasls in Joint Verlures ' | |
PAS 32 Einancial Instruments: Disclosure and Presentalion i v |
. | I
Amendments lo PAS 32 and PAS 1: Puttable Financiz! | -
’ Instruments and Obligations Ariging on Liquidation |
Amendment to PAS 32 Classification of Rights lssuss |
Amendments fo PAS 32; Cffsetting Financial Azsets and Mat early | !
Financial Lizkilties i
i | Adopted :
| ; L el oo i =
|PAS 33 Eamings per Share <
-PIS 34 Interim Financial Reporting W |
| — —
| PAS 36 | Impairment of Assets v |
i PAS 37 Provisions, Conlingent Liabilities and Contingent Assets : ] '




| Intangible Assets

| o g
| Financial Instrumants: Recognifion and Measurement

Amendments to PAS 3% Transition and Initizl Recegnition of
| I Financial Assets and Financial Liabilities

il ' = o m
tmendmants to PAS 39 Cash Flow Hedge Accounting of
Forecast Intrageoup Transactions

-.E:nendments to PAS 39: The Fair Value Cplion

| amendments to PAS 39 and PFRS 4: Financial Guaranies !
I Caontracis _
| |
| Inrr‘.endrrmnis b PAS 30 and PERS T: Reclassification of 1_
Fingncizl Assats |
! | Amendments to PAS 39 and PFRS 7: Reclassificatian of |

| Financial Assets — Effeciive Dale and Transition |

s

P

I
|
|
|
!
|
I
|

P P . —]
| Amendments to Phiippine Interpretation IERIC-9 and PAS '

! | 39: Embedded Derivatives i
|

Amendment to PAS 39: Eligible Hedged ltems '

Investmeant Property i

i Agriculiure [
| i

Philippine interpretations

IFRIC 1 ' Changes in Existing Decommissioning, Restoration and :

| Simitar Liabiliies
ll -

|IFRIC 2 | Members Share in Go-operative Enfilies and Similar |

| Instruments

FRIC 4

_'_.._ -
| Determining Whether an Arrangement Contains a Lease

IFRIC 5

] £ e "
| Rights to Interests arising from Decommissioning,
| Restoration and Enviranmentzl Rehabilitalion Funds

' |
.
| I - e e e ——

[ ;



i I 4
! IFRIC & | (B rabu'rms arrsrng from Parz'u:.',ﬁafmg in & Speoilic Markef [ I |
| | | Waste Elechical and Electronic Equipment i
! i ' f
[ e el R e e S i, ____|_________ A
i IFRIC T t Apnlving the Rastatement Aporoach und-sr PAS 29 Financial | , ¥
| Reporing fn Hyperinfationary Econamias :
. ' I !
| |
PAIERES T T Sl ot St gl L ) ! |
i IFRIC & : Seope of PFRS 2 | '
| | | |
e : R Y R ST S o ¥ R L S
{IFRIC 9 | Reassassment of Embedded Derivalives v o
| | [
i | = e T - - |
{ | Armendments (o Philipping Interpretation IFRIC-2 and PAS | ¥ !
I | 3% Embedded Derivatives |
| [ !
8 - S P gl e e VL S S U LTI i ....___._.!_. P N D —
| IFRIC 10 | leterin Financial Reporting and lmpairmnt v i
|
| ] 1 Y SUIEUNE T———— A :
| IFREC 11 F'FRS 2 urﬂup and Treasm;.r Share Transawma | o
| !
! : e |
| IFRIC 12 | Service Concession Arangements i | o
— R _|_ L £ A Ly £ Tl SRR S S
IFRIC 13 I | Customer LD‘,'aIt:,' F‘n}u}rammes v
IFRIC 14 ' The Limit on a Defined Benelit Assed, Minirmum Funding | o
| Requirements and their Interactian |
i ' i
! | Amendments lc:- F"hmppme |F11£—"r[JFE' lalu:uns }F RJC 14 | I 2
j Prepayments of 2 Minimum Funding Regquirsmant L i
IFRIC 18 H:—*uge% af a Met Inv&atmsnt in a Foreign Cperation i v |
| 1
I | S S — ! __l_.._ S ]'____ —t
| IFRIC 17 '{)lstnbutmns crf Non cesh Azsets to Ownars | i |
|
FRIC 18 | Transfers of Assets from Customers ' v
IFRIC 19 txtmgmshmg Financial Libiliies with | Equmy' Instruments v
I
-. | |
[FRIC 20 | Stripping Costs in the Production Phase of a Surlace Min ' v i
- - | |
|SIG-T Introduction of the Eurn & |
T I s L) TSR SRS
SIC 10 Covernmment Assistance - Mo Spamﬁ, Reuallnn to Opersling | : ' v 1
' Activilies | i I
| | | | |
i i | i !
7 re s . = — | —
‘Slc-fz Congalidation - Spacial Purposs Entitigs : A



PHILIFPINE FINANCIAL
PRETATIONS.

| smendment fo SIC - 12 Scope of SIC 12

! SIC-13 Jaintly Caontrolled Enfities - Moen-Monetary Contrioutons by
i Venturars '
- perating Leases - Incentives
| s1c-15 Operating L Incenti
SIC-25 Income Taxes - Changes in the Tax Status of an Entity or its
Shareholders
| SIC-27 Evaluzting the Substance of Transactiang Involving the Legal v |
Form of & Lease [ [
é l . .
—__| .__.___._ .._.__.._ ___._ ———— e =1 - SEECI L. C P —
| 5IC-29 Servica Concession Arangaments: Disclosures, ' o
N W § i ! ,
| 5IC-31 Reavenue - Barlar Transactions nvalving Adverlising Services | i ; ¥
- |
'5IC-32 Intangidle Assets - Web Site Costs | I

Item 4. Recanciliation of retained earnings availahle for dividend declaration:

December 31
214 213

Unappropriated Parent Company retained earnings, beginning P1.606,207,424 P1,208 262 823
Add {deduct):
Met income aitibutable (o equity holders of the

Barent Company closed o retained eamings 2,735,375,946 2,011,272 641
Share in net profits of:

Subsidizries {1,513,078 445) {1,754,529,791)

Associaies 9,692,903 4674079
Dividends recenved by the Parent Company from ils subsidianas 1,234,919,334 791,671,796
Giairan fair valug adjustmeant of investmenl progerlies - (27 440,564)



Gain on remeasurament of previously held interest [577,101,739)

Inzome from accrefion of interast [236,879,642) (22B,037,1641)
Recagnifion of deferred income tax liabilities (assals) (102,172 886) 31,203,108
Fair value adjusiment of fnancial assels at FYPL (2,663,820 2.851,730
1,248,081,590 831,755,538
Dividend declaration during the pericd {642 BEG, 246) {523,311,237)

Tatal Parent Company retained earnings available for
dividend declaration, end F2,711,439,768 F1,606,207 424

S — —— ——

[tetr 5. Financial soundness indicators in two comparative pericds:

Financial Ratios

Fiscal Year Ended Fiscal Year Ended

Dacember 31, 2014 Cecamber 31, 2013

Liquidity Analysis Ratios:

Current Ratio or Current Assets | Current 57 3 0

Working Capital Ratio Liahilities ' '
{Current Assets - Inventory

Quick Ratio - Prepayments) | Current 205 1497
Liabilities

ol Ratio Total Assets | Total 503 574

- Liabilities '
Finangial Leverage Ratios
Debt Ratio Total DebtiTotal Assets 0.43 0.37



Total Deht/Tatal

Debt-to-Equity Ratio 04y 0.457

Stockholders' Equity

Earnings Befare Interest

Interest Coverage and Taxes (EBIT)/ Interest 1812 17.51

Charges

Total Assets | Total

Asset to Equity Ratio 1ar 1.57

Stockhalders' Equity

Praofitability Ratios

Sales - Cost of Goeds Sold

Gross Prefit Margin .82 053

or Cast of Service | Sales

et Profit Margin Met Profit | Sales 0.49 (.36

Return on Assets Met Income [ Total Assets 0.05 0.08

Met Income / Total

Return on Eguity 0.1 0.0e

PriceiEarnings Ratio

Stockholders' Equity

Price Per Share { Earnings

5047 7rad
Per Commaon Share

[tarm 6. Information required by Part 111, Faragraph (&) {21 (b) of “Annex C" of SRC Rule 2

fi1
fi]
i}
{iv]
v
[u]
il

(i)

There sre no known lrends ar 2ny known demands, commitmants, svents or uncerlainties that will result in or
thal are reasonably likely result in the reqistrant’s liquidity increasing or decreasing in any material way.

Thare are na known events that will tigger direct or contingant financial obligation that is matenal to the
camparny, inchding amy default or accaleration of cbligation.

There are no off balance shesl malerzl lransactions, arrangements, obligations (incleding  confingent
obligations), and olher relslionships of the company with unconsolidated entifies or other persons created
during the reporting period.

There are no maienial commitrments for capital expenditurses.

There are no known trends, evenls or uncertainties that have had or that 2re reasonably expected 10 hava
material favarable or unfavorabla impact on net sales or revenues of ingome from cantinuing operations.

There are no significant elements of income or loss that did not arise from the Registrant's conlinuing
nperalons.

Causas of matedial changas from pariod to pariod of FS including verdical and herzontal analysis of meterisl
item. Please see discussion undsr financial condition.

Thers are na seasonal zspects thal kad & maienial effect on the financial slalements.



Changes in and Disagreements with Accountants on Accounting and Financial  Disclosure {Required by Part lil [E]
of "Annex G

(1% If during the two most recent fiscal years or any subsaguent infzim period, the independent 2ccountant has resigned,
was dismissad or otherwise ceased performing services, state the name of the previous accountant and the date of
rezignation, dismizsal or cessation of perferming servicas,

Mol Applicabla

iy Describe if there were any disagraaments with e former accountart an any matter  of accounting anc financial
disclosure,

Mot Applicable

(31 File as an exhibit 1o the rapoert the letler from the farmer accounlan! addrassed to the Commission stating whether it
agraas with the statements made by the company and. if not, stating the respects in which it does not agree,

mot Applicable

ltern 7. Infarmation ef Independent Accountant and other related matters

a. External Audit Fees and Services

The table below seis forih the agoregate fees billed to the Gompany for each of the last two (2} years for professional services
rendered by Sycip, Goras Velayo & Co

ma 2013

Audit Faes 353 921 2,884 303
Tax Cansultancy Fees 456,085 |
3987988 2694303

Mo ather service was provided by external auditors 1o the Company for the fiscel years 2014 znd 2013,
b. Changes in and Disagreements with Accountants on Accounting and Financial Disclasure

Maone

ltem 8. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure

Furnizh the infarmation required by Part 11, Paragraph (B) of "Annex C, a5 amended”,
The lssuer has had no disagreements with ils Accountants SGV & Co. The Issuar is compliant with the SRC wla B8, as
amended, par 3{bilivl, and has chserved the rotation of sigring parlners for ils Independenl Public Accountants, SGY. With
respect to SGV, the signing pariner stating £ 2011 is Amel de Jesus. 3GV s a ScC-accredited extemal auditing for the
period 14 February 2013, valid until 13 Febniany 2006

FART i - CONTROL AND COMPENSATION INFORMATION

fterm 9. Directors and Executive Officers of the [ssuer

Furnizh ihe infermation raquired by Part 1V, Paragraph (A} of “Annex C, as amended”.



&)

.'1|}

Diregtors, Execulive Dfficers, Promolars and Contrel Persons

Directors, including Independent Diractors, and Executive Oflicers

The Directors, Independent Directors and Executive Officers of the |ssuer are a5 follows (a5 of 31 March 2015)

Narme Citizenship Director! Age | Office Held |  Directorship in other reporting
No. of (Listed) Companies
| [ Years |
I_E_;jwzi:t_i_@i{'ﬁaén_mgn_g  Malaysian s (23 yrs. §1 | Chairman |Mgpe
Alfreds © Ramos | Filiping Yos [Bhyrs. &7 70 | Vice Angla Philippine Holdings Corp., The
[ mas, | Chairmnan  [Philodril! Corp., Vulean and Industrial
| | | Mining and Development Comp., Penta
! ' Capital Heldings Ceorp., Fhilippine
I RN RN N Seven Gorp.
Cynthia R. Del Castilla Filipinog | YesM3yrs &9 41 Santtary Wares & Mg, Carp,
Mos.
_Eenj;min_l. Ramps | Filiping i Yesidyrs, &7 46 Meari
| S UL SR [ — =
Wilfred Shan Chen Woo | Canadian | Yesdyrs & 55 Mone
7 mos.
Danla Regina | Fojas Filiping | Yes2yrs. 8 9| B0 Mone
. a Mas. |
Britizh ; GrDUp I
Kin Sun Andrew My Hong Kong | Yesfyrs & 57 Financial
_______ ] l | 9mos. Controllar Hane
| Corporate
Fadarica G. Meel, Jr. Filiping | Yas 115 yrs & 4i &2 Secretary | Mane [
| mos | . '
Wa. Myla Rae M. Sanlos- Fiipine | (No) | 48 | Asst Corp. | Mome |
Qrden SiiEe—r J - | Seuretary : L]
Wilkiz Lag YesHys & | &Y : Mang
& maos, [
| Johnny O Cobankiat™* Filiping YesTyrs. &9 63 Mane -
i mos. | |
Antanio O. Cojuanges*** Filipiro YesTyrs. &7 B2 Mone
I mos. [
Ho Shut Kan Mew Zealand | Yes M yrs & 65 | Mone
| 9 mns. | |
[ Manusl M. Cosico Filining Yeslys | 72 | MNone
| il (UG o
Foay Kean Choon falaysian Yasilyrd 59 | Senior Mone
9 mos. Praject
| s | Director =
| Maxima G. Licauea Il Filipino Yeslyr & 65 None
S ; doees. | |

Edward Kuaol Khoon Loong iz the Chairman of the Company and alsa Yice Chairman of Kerry Haldings
Limited. He has been with the Kuck Group since 1978, He has a Masters degres in Economics from the
University of Wales in the United Kingdom,

Alfredo C. Rames is the Vice Chairman of the Company. He is the Chairman of the Board of Anglo Fhilippine
Heldings, Inc., Anwil Publishing, Inc., Carmen Copper Corporation, MBS Express, Inc. and Vulzan Materials
Corporation. He is the Chairman and President of Allas Consolidated Mining & Developrment Corporation, The
Philodrill Corperation, Mational Book Store, Ing., Yulcan Industrizl & Mining Gorporation znd United Parsgon
Mining Corparatian. He is also the President of Abacus Book & Card Corporation, Crossings Depariment Store

e
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Corp., Power Books, Inc., and MRT Haldings ing. Hz is Vice Chairman of Shangri-La Plaza Corporation, MET
Davelopmeant Corporation, Metrs Rail Transt Corporation and LR Publications, Ing

Johnay O, Cobankiat is President of Co Ban Kiat Hardware, Inc.. Ace Hardware, Philippines, and Caoby's
Marketing Corg, He is Wics Chairman of the Federalion of Filipino-Chiness Chamber of Cammerce, Director of
K. Mubla Securties, Inc. and of the Philippine Hardware Association,

Antonio 0. Cojuangco is the Chairman of Ballet Philippines. CAP Life Insurance Corporation, Cinemalaya
Foundation, Mantrads Development Corperation, Mabasan Subic Development Corporation, Radio Verilas,
Tenghalang Piliping, A Asia Phit Inc. and Directoties Philipoines Corporation. He is the President and
Director of Calalagan Golf Cluo Inc. and Canlubang Golf and Counlry Club.

Cynthia Roxas Del Castilio is a Partner ai Rormulo, Mabanta, Buenaventura, Sayoc & de los Angeles and has
bean with the firm for over 30 years. She served as Caan of the Alzneo Law School from 1890 fo 2000 and a3
a Professer of Civil Law and Securities Regulation. She holds an LLE from Ateneo, gradusted Valedictoran in
1974 and placed 110 the 1978 Sar Examinations. She currently serves as Corporate Sscretary and Cirector
of gthar vanous Philippine carporations.

Berijamin I Rames is the Presideni of Powerbooks since 2009 and is the Special Assistant fo the Viee
Fresident at Mationa! Bock Store. He was previously the President of Takya, Toxya, Inc., the largest Jzpanase
fast food chain in the Philppines lom 1990 to 2008 and has an WMBA from the Slanford Graduate School of
Businass.

Ho Shut Kan is co-managing director of Kerry Properies Limited [KPL] He is respansile for aversesing the
operation of the project companies and the projects of the Group in Heng ®ong, Macau and overseas. He s a
non-execufive direcior of Eagle Asset Management (CF) Limited, the manager of Champion Real Estate
Inveslmant Trust, which is listed in Hong Kong.

Wilfred Shan Chen Woe is the Executive fssisiant to fhe Chairman of the Board. He is & member of the
Institute of Charered Accountsnts of Britfish Columbiz as well as a member of the Canadian Instiute of
Charfered Accounfants since 1985, He graduated in 1882 from the Univarsity of British Columbia in Vancouwer,
Cenada wih 2 Bachelars Dagree in Commerce, mejoring i Accounting and Managemeni Informiation
Systerms.

Witkie Lee is a Project Director of Kerry Properties Lid, with extensive experience in the real estate business in
Australia and Hong Kaong, He obfained his Bachelors Degree in Civil Engineering from the University of
Saskatchewsan, Canacda and a Master's Degree in Business Adminisiration fron dhe University of Motre Dame,
US4 and the London Business Schonl.

Danila Regina L. Fafas is the Executive Vice President and General Manager of Shangri-La Plaza Corporation,
Her cora expartise is in general and marketing management. In her previous capacity as a corporate officer of
San Miguel Corporation and ils subsidiaries, she assumed wvarous markeling positions in the Philippinas,
Indonesia gnd the internstional beer operations based in Hang Kong, She is the firgl famale to gradoate wath
honors i the Asian Instilule of Managament, whare she zlso held bwo concureent positions as core faoully
marmber and Executive Managing Director for Marketing and Custormer Selations. She completed har Master's
in Businegss Management with Distingtion in 1978 and participated in the one-year advanced top management
course in economics and business developmert at the University of the Asia and the Pacific in 1993, She is
also a Director of K54 Realty Corporation,

Kin Sun Andrew Ng s a Director and Group Financial Controller. He also servas as Direclor on the vanious
boards of Shang Propedies affiliales and subsidianss. Prior to joining the Kerry Groug in Hang Rong in 1883,
he worked for one of the targes! audit firms in Hong Wang, handling audil, tazation and accounting. He is an
associate member of the Hong Kong Socisly of Accountants and a fellow member of the Association of
Chartzred Cerified Accountants in the UK. He graduated from the Hong Kong Shue Yan Universily with &
degree in Accaunfing.

Federico G. Moel, Jr. iz the General Counsel of the Company. He is also the Corporate Secretary and Lagal
Counsel far the other Kuok Group companies in the Philippines including the Shangn-La Plaza {“_.nrpnrm:lr! and
the Shangri-La Hotels. He gradusted from the Ateneo Law School in 1587 with a Juns Doctor degree.
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Manvel M. Cosico is a Pardner of Romulo Mabanta Buenaventura, Sayoc & de los Angeles Law Firm. He is
Chairman of Constiuction Industry Aroitratien Commission (CIAC) since 2011 and was a former Arbitrator of
CIAC from 2001 to 2011, He was previously the Presiding Judge of Branch 138 of the Regiona! Trial Courd of
Nakati fram 1388 to 1991 and a Special Crminal Court Judge from 1986 to 1999, He was & former Professor of
Evidence, Ciil Procedure, Special Proceedings and Trial Techniquas st Ateneo de Manila Universily.

Maxima G. Licauco M is & Cirector of The Philaddll Corposation. He s glso President of Filstar Cistibutors
Corperation (Hallmark Licensee) ard Araa Vice President of Mationa! Book Stora, Inc.

Koay Kean Choorn is the Senior Project Manager of 1ssuee. He workad as M & £ Manager with Berry Project
Management Lid. Hong Kong and as Seniar Project Manager from 2000-2011 for Shangri-La Hotel
Managemant Ltd.

Ma. Myla Rae M. Santos - Orden is Assizlznl Corporate Sacralary and has been the Assistan! General
Counsel of the Company for the past 15 years.

"' Massrs. Jdofinny Cobankiaf Antorio Cojuengoo ware elactad independent directors. All of the foragaing
indepandent direciors have no mlfationship vith Ideal Sles and Properias, Inc., aither as directors or officers,

The Directors of the Company are elacted dunng each regular meeting of steckhalders and shall hold office for
ane (1) year and until their successers are electad and gualified.

Significant Employeas

lssuar does not have zn emploves who is not an esecufve officer who is sxpected to make a significant
contribution to the business of lssuer. Thera are also no key personnel on whom the business of the |ssuer is
highly dependent such as to merit any special arrangamant.

Farmily Relationships

Mr. Benjamin Ramos is the nephaw of hr Alfredo Ramos. M Waximo G. Licaucs Il is the brother-in-law of
Wr_ Alfredo Ramos.

Ivolvernent in Cerlain Lagal Proceedings

(A1 Maone of the directors or executive officers of f12 lssuer has had ey bankropioy pelition filed by or agains!
any business of which such direstor or axecutive officer wes a general padner or executive officar either at
the time of bankrupty or within bwo years to that time;

(B] Mone of the directors or execuiive officers of the Issuar has had any conviclion oy final judgmeant in a
criminal proceedings, domestic o foreign, ar being subjzet o a pending crimingl proceeding, domestic or
foreign, excluding traffic violations and other minor offenses;

{C) Mone of the directors or execufive officers of the |ssuer has been subject 1o any order, judgmeant, or
decrea, not subsequently reversed, suspanded or vacated, of any court of competent jurisdiction, domestic
ar forgign, permanently or temporarly enjoining, barring, suspending or otherwise limiting his imealvernent
in any iype of busingss, securities, commeditizs or banking activibes;

[} Moanea of the directors or execulive officars of he Issuer has been found by & domastic or forzign court of
competent jurisdiction {in & civil action), the Commission or comparanle foreign body, or & domestic or
foreign exchange of elecirenic marketplace or self-regulatory organization, to have vielaled 2 securities or
cormmodities faw, and the judement bas not been revarzad, suspendsad, or vacated.

itern 10. Executive Compensation

Furnish the information required by Part 1V, Paragraph [B) of "&nnex C, a3 ameanded”.

The follpwing is 2 summary of the aggregate compansalion paid o aoorued during e lash wa (2) fizcal years, e, 2013 and
2014 and to be paid in the ensuing fiscal yasr 2315 to the Campany's Chisl Executive Officer and four (4] other masl highly
compensated execulive officars whe are individually named, and to all cther officers and direclars of the Company as a group:



FISCAL | AGGREGATE

| OFFICERS/DIRECTORS YEAR | COMPENSATION (in P}

SESECEES Basic Bonus Total

d-hzﬂjtﬁ i - m———— = ]
Hin Sun Andrew Mg, Group Financial Contraller 37,338,108.00 15,24926507 | 52,587.391.07
Faderics G, Noal, Jr., Corperate Lags! Counsel

Eden Lin, Project Manager Y .
Canila Regina |. Fojas, Executive Vice Presidant |

2014 N4 35,601,280.00 1347711243 | 449,078,382 43
Kine Sun Andraw No, Group Financial Controller
Wicente B Formoss, Vice Presidant,

Chial Financial OfficenTreasurar

Federco (5. Moel, Jr., Corporate Legal Counsel
Eden Lin, Project Manager | | |
Danilz Regina |. Fojas, Executive Vice President | | |
"VICENTE P. FORMOSO RESIGNED FROM | _— |
THE ISSUER EFFECTIVE JANUARY 2013

| 2013 _.w 2013 34 763,536.00 13,530,877.43 48 704 411.43
| Kin Sun Andrew My, Group Financia! Cantroller
Vicanie P, Formaso, Vice President,

| Chiaf Financial Officer Treasurer

Federico G. Moel, Jr., Corparate Legal Counsel
Eden Lin, Praject Manager i
Danila Regna | Fojas, Execulive Vice Prasident

Compensation of Directors

The members of the Board are not gormpensated in any form o under any arrangemeant. There ae no per diem paymanls
being mads 1o the mambers of the Boand,

Other arrangements with Directors

Agar from whal has been described abavs, there are no other arrangemants or consulting contracts pursuant to which any
director of the |ssuer is or was or is to be compenszated, directly or indirectly. during the Issuer's last completed fiscal yaar and
the ensuing year far any service provided as a director, stating the ameunt paid anc the name of the Direclor,

Warrants and options

There are, as of dale, no aulslarding warrznls or oplions baing held by any executive officer of the 1ssusr, and all officers and
directars as a groug.

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

Furnish the information nequirzd by Part 1V, Paragraph (23 of *Annax G, as amendad .
i1y Security Ownership of Certain Record and Benedicial Cwners and Management

Following are the stockhalders who are known ta the Issuer to be directly ar indirectly the record andfor banaficial
owner of mare than 5% of any class of the [ssuar's voting shares as of 31 March 2015,
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(%)

Titleof | Name, address of record | Name of Beneficial Citizenship | No.of | Percent |
Class | owner and relationship Cwner and Shares |
with issuer Relationship with Held - |
Record Cwner . |
| PCD Maminge Corporation Filiping 1,197 642,524 | 25.03% |
Commeon | [Filipina) ’ R : |
: F, M2E Building |
| 8787 Ayala Avanue
. | hzkati Cily
Common | Travel Aim lnvastment BV, | Fareign 1,648.869,372 | 34.61%
| 25/F Hairy Canlre | g
i 83 King's Road
| Quarry Bay, HX i
|
| Common _ideal Sites & Properties, I, | R | Filpno | 1465615626 | 30.76% |

Travel Aim Invesiments B. V. is 8 wholly-owned subsidiary of Kamy Properties Limited. Kermry Properties Limited is a
Bermuda company incorporated in 1988 and listed on the Hong Kong Stock Exchange, It is contrallad by fhe Kook
Group, and was formed to hold the Hoeng Kong and Mainland China property invesiments and developments and
infrastructuse indaresls of the Kuok Group in the Philippines, the interests of the Kook Group are chaired oy Mr, Edward
Huok whao is also the Chaimnan and Cireotor of the lssuer,

Ideal Sites znd Properties, Inc. (ldeal) is the owner of record of 1485815 826shares. These shares serve as
underlying szcurities to the Philippine Deposit Receipts (FORs) issued by |deal Ideal is a member of the Kuck Group
of Companies,

FCD Mominee Corparation is 8 wholly-owned subsidiary of the Fhilippine Dapository & Tewsl Co. (formedy Philipping
Central Degository, Inc.) The PCD Mominee Corporation is the registered owner of the shares in the books of the
Company's transfer agent in the Philippines. The beneficial awners of such shares are PCC's pariicipants, whe hold
tnhe shares on their behalf or on behalf of their clisnts ancior principals. PCD s a private company organized by tha
major instituions actively participating in the Philippine capital market.

Securty Cwnership of Management (as of 31 Mareh 2015)

Title of | Name of ~ Amaunt and Citizenship Percent of

: Class Beneficial Cwner Wature of beneficial Class

: ownership

. Comman | Edward Kuok Khoon Loong  808.008(D) Malaysian 0.000%
Commen | Aliredo C. Ramas e 158(01) Filiping 0.000%
Comman | Ho Shut Kan 1,570 (D) Mew Zealand 0.000%
. Commeon | Cynthia R, Del Castille. _I_ (D) Filiping 0.000%
| Common | Benjemin |, Ramos 210 Filiping AN
Common I"-"I'axlrr'{:-u Licauca 11l i _ W Filiping 0.000% |

| Common | Manuel M. Cosico | 100000 Filiping { D Du:*%

| Common [ Federico G. Noel, Jr. L= W0) [ Filigino [ 0000% |

i Common | Danila Regina | Fajas 10¢0) Filiping [ 0.000%
Comrmon | Kin Sun Andrew Ng _930010(Dj [ Briish Hong Kang_ | 0.000%

| Common | Wilkie Lee o 14,0000 Ausdralian 0.000%
carmmon | Jehnny Q. Cobankiat | 32,302(D) | Filipiru 0.000%
Cornmon | Antenio 0. Cojuangco 3,08.8984{0) | Filiping | 0.063%
Cammon | Koay Kean Choon 1.000(0% | Malaysian | 0000%

Comrnon | Wilfred Shan Chen Woo 1,000(0) | Canadian 0.000%

4z of the reporting of SEC Form 17-& for 2014, the aggregaie ownership of all directors and officers &5 a group
unnamed is 4,814,028 shares or 0.001% of the oulstanding shares of [ssuer .-

Woling trust holdars of 5% ar more



(4]

Mone of the shareholders of Issver have entared inte a voting irust agreement. so that all quastions relating to the
sarms are irrelavant to the fssuer.

Changes in Control

There have nof been any arangemants or transactions entered info nor will any be entered into such as to effect &
change in the control of the s

ftem 12, Certain Relationships and Related Transactions

Furnisn the information required by Part IV, Paragraph (D) of "Annex G, a5 amendad”.

it

4.

Az fo the disclosures required in ltem 1 of Pam IV, Paragraph (D), there are no disclosabla transactions as regards the
requested disclosures in this ilerm iven that 1ssuer has no transaciion o proposed transactions to which Issuar was ar
iz to be a party, in which any of the following persons had or is to hawe a direct or indirect matenal interest: (] any
director or exacutive officer of the [ssusr, (i) any naminas for election as a dirsctor; (i) any security holder named in
response to Part IV, paragraph (C), or (v) any member of the immediats family of the persons aforenamsd.

ke 2 of Part 1V, Paragraph (D7 is not relevant 1o fhe 1zsuer,
Travel Am Iavestments BY. is a wholly-owned subsidiary of Kerry Properlies Limited (XPL). KPL is a Bermuda
Company incorperated in 1996 and listed on the Hong Kong Stock Exchange. The Company was formed to hold the

Hong Hong and Mainland Ching properly inveslments and devalopmants and infrastructure interasts of the Kuck
Group. KPL has the power o vote the shares of Traval Aim,

Ideal Sites and Froperties Inc. is 2 Philippine company incorporated in 1989 and is listed on the Philippine Stock
Exchange. I is allilizled with the Kuck Group and was formed io primanily engage in property development and
investments, Shang Froperlies Inc. and Ore Group Ventures, Inc. are the major shareholders of ideal,

The intergsts of National Bookstere, Inc., are chaired by bir Alfredo Ramaos.

Mam 4 of Part v, Paragraph (D) is not relavant [o the |ssoar.

DISCLOSURE OF THE LEVEL OF PUELIC OWNERSHIP OF THE ISSUER (PER PSE MEMO HO, 2010-0505, DATED 28

DCTOBER 2010

In compliance with PSE Mameorandum Mo, 2010-0505 which reguiras the disclosure of the level of public ownership of the
Issuer, a3 of 31 March 2045, is 65.29% of the lssuer's 1ofal issued and outsianding shares is publicly owned in accordance
with the PSE's quidelings for the computation of public cwnership,

PART IV — EXHIBITS AND SCHEDULES

Iterm 14, Exhibits and Reports on SEC Form 17-C

@y Exhibits
Furnish the exhibits reguired by Par W1l of "annex C, as amended”. Where any financial siatement or exhibit is
incorporaled by reference, the incoiporation Dy referance shall be set forth in tha list required by this item. Identify in
the list each managemsant contract or compensatory plan ar arrangernent requined 1o be filed as an axhibil to this Form,
_Deseripton [ 134 17e. | 1 17-A
.1 | Publigation of Natice re: Filing x
| 2| Undenwrting Agreement S .
|3 | Plan of Acouisition, Recrganization, Arangament, | H] { X X nia
| | Liquidation, or Succession | | S
| 4 () Adicles of Incorparation Loy X |
(8] Bylaws | | | | |
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" Inslruments Defining the Rights of Security

7] 3 | i3 b
Holders, Including Indentures o __l | - :
6 | Opinion re: Legality . -
7| Opinion ra: Tax Matters IS B Sy e | '
|8 | Voting Trust Agreement B s S [ nia_
| 8 | Material Contracts i 'y
10| Annual Repor 1o Security Holders, FORM 17-0 X e nia
[ aor Quarterly Report to [
, Sacurily Holdars—n1 ___ i} __u
| 11| Material Foreign Patents 1 % L
| 12| Lefter re: Unaudited Interim Financial Information. 4o | i L
|13 | Lefterre: Change in Cerfifying [ x % nia
- ~ Accountant—n2 i ATRPRTY =
| 14 | Letter ro: Director Resignation x| =~
15 | Lefter e Change in Accounting Principles | na
| 16 | Report Furnished to Security Holders ¥ n'a
17 | Cther Documents or Statements to Securty | | N = ,
| Holders e = |
18 | Subsidiaries of the Issuer % il e X |
19 | Published Report Regarding Matters Submitied to i nta |
 Vote of Security Holders _— —l ]
20| Consents of Experts and Independant Counsal Bl xnd | xnd
21 fa) Poower of Attomey ¥ % nlz
(b} Power of Attorney—Foreign Issuer | .
22 | Statement of Eligikilily of Trustee . % ] ]
23 | Exhibits To Be Filed With Commercial x| ]
| PapersiBond lssuss - b |
24 Exhibitz To B2 Filed With Stock Options 1ssuas % ! |
25 | Estibits To Be Filed By Investmant Companies x| el __"_%
26 | Motarzed Curdculum Vitae and x| 5
Photographs of Officars and Members of the { I
Eoard of Directors S | |
7| Copy of the B0l Cerficate for Ol Registered % i [
Companies |
26 | Authorizafion ra: ssuer's Bank Accounts. X '_ - [ ;
20 | Additional Exhibits x x| x nla |
an Capy of Board Resolution approving 1he securilies
offering and aulhorizing lhe filing of the x|
Regisiration Statement I -
31| Duly venfied resolution of the issuer's Board of £ o
{ Directors approving the disclosures conlained in |
| | the registration statement and assuming lisbility | |
L !Er the: infermation contained therain = | ==
| 32| Secretary's Certificale as to adoption by the | |
Board of certain corporate governance pinciples | [
33 | Exhibits to be filed for proprztary or non- [ = | |
propristary shares issues | ! P _— !
44 | Exhibits to be filed for Warmrants lssues % ] .- |

k]

Feports on SEC Form 17-C

Slale whether any reports on SEC Form 17-C. as amended were filed during the last six month period covered by this

report, listing the ilems reportad, any financial stetemants filed and fha dates of such,



Fallowing are the reporls, in BEC Foim 17-C, which were filed duding the fiscal year ended 31 December 2014:

1. 1% February 2074 - Repods that during the requizr meeting of the lssuer's Bosrd of Directors held on 19
Febryary 2014, the Soard approved the following:

iy The declaration of 060 per share cash dwidend to all sharehalders of record as of OF March 2014, 1o be
laken from the unrestricied retained earmirgs as reflectad in the audited financial statements of the lzsuer
as of 31 Decambear 2013, to be Paid anor bafoe 14 March 2014,

i) Pazsed rasolutions 10 appiove fhe audilsd lnancial stalements of the lssuer for the period endad 31
Dacember 2013,

2. 30 April 2014 - Reperts that the Issuer's subsidianes. Shang olobal City Holdings, Inc. and Shang Forl Sonifacic
Holdings, Inc., have agreed to acouire Alphaland Development | Inc’s 209 eouity in Shang Global City
Froperties, Inc., and Fert Benifacio Shangn-La Hotel, Inc.

3 13 may 2014 - Repons that the lssuer will hold its Annual Stockhalders’ Meeting an 24 June 2014 at 10:00 am at
the Palawan Ballioom, Edsa Shangri-La Hotel, Manila, No. 1 Gardan Way, Criigas Center, Mandaluyong City.
Recard date is s2l on 04 June 2014,

4. 24 June 2014- Reports that during the Issuer's Annual Stockholders” Meeting held on 24 June 2014, he following
matiers were taken up:

Election of Directors

The following were elected b serve as members of the Board of Directors for the yaar 20142015, namely;

1) Edward Kuok Khaan Loong

2 Canila Regina . Fojas

3 Affreco C. Ramos

4) Benjamin I. Ramos

5 Cynthiz R, De! Castillo

) Ho Shut ¥an

Fi] Mawimo G. Licauca 11|

8 Johnny . Cobankiat - Indepandant directar
) Antznio O, Cojuangen - Independent director
107 Manuel b, Cosico

1) Wilkie Lee

13)  Koay Kean Chaon

131 Kin Sun Ancrew Mg

14]  Federico G. Noel, Jr

18] Wilfred Shan Chen Woo

lzzuer's Certifying Accountant

Sycip Gorres Velayo & Co, was reappointzd a3 external zuditors for the year 2014-2015,

Amendment of lssuer’s Articles of Incarperation with respect to Principal Place of Business

The Issuer's shareholders represanting at least 202 of the issved and outslanding capital slock enlitled o vole,
passzd and approved resolulions o amand ARTICLE THIRD of the ARTICLES OF INCORPORATION to changs
the principal aderess from "METRD MANILA" o "ADMINISTRATION OFFICES, SHANGRI-LA PLAZA MALL,
EDSA COR. SHAW BLVD., MANDALUYCNG CITY™ in compliance with SEC Mamorandum Mo, 8, Seres of 2014,

During the lssuer's Beard of Directors Organizational Meeting held immediately after e Stockholders” Meating,
the fellowing lranspired:

Election of Officers
1 Edward Huok Khoon Loong Chzirman



2) Alfreoo G, Ramos

3 Kin Sun Andrew Mg

4)  Federico G. Noal, Jr.

B Maria tlyla Rae 5. Grden

Exscutive Committes

1 Wilfred Shan Chen Woe
iy Kin Sun Andrew Mg

3 Fedarnco G, Noel, Jr,

4) Canila Regina |. Fojas

Audit Committes:

1 Jobmny Q. Cobankiat
2] Alfreda C. Bamos

K Manuel b, Cosico

4) Josephing Logrono

Mamination Committes

1) Edward Kuok Khoon Loong
2) Antznio 01, Cojuzngeo

3 Cynthia B, Del Castillo

4] Federico G. Mosl, Jr.

Vice Chairman

Group Firancial Contraller
Corparate Secretary
Assistant Carporata Sooratary

Chairmizn

Chairman
Co-Chairman
hznber
Secratary

Chairrman
hhamber
Mermioer
Secratary

01 August 2014 - Repons the approval by the 3EC of the amendment of the lssuer's Aricles of Incorporalion
regarding the change of ils principzl address from "Metro Manilz® to “Administiration Offices, Shangri-Le Plaza
Mall. Edsa cor Shaw Bhd, Mandalryong City. The amsndment was made in compliance with SEC
Memarandum No. 6, Saries of 2014,

14 August 2014 — Reperts fhat during the reguiar meeting of the [ssuer's Board of Direciors neld on 14 August
2014, the Board approved the fallowing:

i Cash Dividends — The declaralion of PC.OEEDD per share cash dividend to all shareholders of records as of
28 August 2014 1o be taken from the unresticted retained eamings 23 reflected in the unaudited financial
slatements of the lssuer as of 30 June 2014 40 be paid on or bafore 10 Septermber 2014,

2% Movernber 2014 - Reporls that Curing Ihe regular meeting of the lssuer's Board of Directors hald on 23
Movember 2014, the Board approved the adoption of a Whistleblowing Policy.

Fallowing are the reports, in SEC Farm 17-C, which were filed in 2014 a5 of 31 March 2015:

1.

27 March 2015- Repors that dunng the regular mealing of the lssuer's Board of Directors held on 27 March
2015, the Board appravad the following:

i} The declaration of POOBS00 per share cash dividend 1o all shareholders of record s of 15 April 2015, to be
teken from the unrestricted retained earmings as refllected in the audited financial statements of the Issuer as
af 31 December 2014, to be paid on or befare 20 Apnl 2015

iy Passed mesolutions to approve the audited financial stalemznls of the lssuer for the perod ended 31
Dacember 2014,

40



SIGMATURES

Fursusnt fa the requirements of Section 17 of the Ceds and Section 141 of the Corporation Coda, this report is signed an
Eehalf of the Issuer by the undersigned, thereunto duly autharized, in the City of Mandalevang on this 144 day of Apnl 2015,

By:

FEDERIGRA. NOEL, JR.
Comorate fecretary | Exadutive Committes Member

ACKNOWLEDGEMENT

REPUBLIC OF THE PHILIFFINES }
CITY OF MANDALLY ONG ) EE.

SUBSCRIBED AND SWORN to before me in the City of Manda) thizf _ #d il 2015 by:
fPR L 4y

PasspartI D Details ExpiryPlace of |ssue
Kin Sun Andrew Mg 511133959 27 Feb 2012 7 22 Nov, Z0ERIPS
Fadarco G, Moal, Ir EBTSTE129 T March 20137 & March 2018 anila

each naving satisfactonly proven to me thair respactive identilizs through the documents above identified, and known to me to
be: same parsons who axecuted and voluntarity signed the foregoing SEC 17-A Report of Shang Properties, Inc. and which
they acknowledged before me as their voluntary act and desd, that they are zcling as representatives of the corparation
aforenamed and that they sach have the authorly to sign in such capacity )

The foregoing SEC 17-A Repert of Shang Properties, Inc. consists of forty ane (41) pages including the page on which this
acknowsdadgment is written.

INWITNESS WHEREDF, | have hareunto set my hand znd seal of my office on the date and place first above writlen,
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INDEPENDENT AUDITORS® REPORT

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

Administration Office, Shangri-La Plaza Mall
EDISA cor, Shaw Boulevard,

Mandaluyong City

Report on the Parent Company Financial Statements

We have audited the accompanying parent company financial statements of Shang Properties, Inc.,
which comprise the parent company statements of financial position as of December 31, 2014 and
2013, and the parcat company statements of comprehensive income, statements of changes in equity
and statements of cash flows for the years then ended, and a summary of significant accounting
policies and other explanatory information,

Management's Responsibility for the Parent Company Financial Statements

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

Auditors" Responsibility

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

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

We belicve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
aur audit opinion.
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Chirrion

In our apinion, the parent company Nnancial statements present fairly, in all material respects, the
lnancial position of Shang Properties, Inc. as at December 31, 2014 and 2013, and its financial
performance and ils cash Mows Tor the vears then ended in accordance with Philippine Financial
Reporting Standards.

Report on the Supplementary Information Required under Revenue Regulations 15-2010

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

SYCIP GORRES VELAYO & CO.

Cdicse # ﬁzzef}hm
Arnel F. De Jesus

Partner

CPA Certificate No. 43285

SEC Accreditation Na. 0075-AR-3 (Group A),
February 14, 2013, valid until February 13, 2016

Tax Identification No. 152-884-385

BIR Accreditation Mo, O8-001998-13-2012,
June 19, 2012, valid uniil June 18, 2013

PTR Mo, 4751272, January 5, 2015, Makati City

March 27, 2013
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STATEMENT OF MANAGEMENT'S RESPONSIBILITY FOR
FINANCIAL STATEMENTS

March 27, 2015

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

The management of Shang Properties, Inc. is responsible for the preparation and fair
presentation of the financial statements as of December 31, 2014 and 2013, including the
additional components attached therein, in accordance with Philippine Financial Reporting
Standards. This responsibility includes designing and implementing internal controls relevant to
the preparation and fair presentation of the financial statements that are free from material
misstatement, whether due to fraud or error, selecting and applying appropriate accounting
policies, and making accounting estimates that are reasonable in the circumstances.

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

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

Signed under oath of by the following:

g
Vice-President — Group FinanciglController/Acting Chief Finance Officer

q

Level 5, Shangri-La Plaza, EDSA comer Shaw Boulevard, Mandaluyong City, Metro Manila, Philippines 1550
T: (632} 435-B300 F: (532} 635-8333 www.shangproperties.com



Acknowledgement

REPUBLIC OF THE PHILIPPINES )
INTHECITY OF  QuEZON Cl¥s, s,

PUEZON CITY APR 10 2015
Before Me. a Notary Public for and in Jthis _ dayof 2015, the
tollowing personally appeared:

Name Passport No. Date/Place of Issuance _
Edward Kuok Khoon Loong AL0TTIORT August 23, 2006, Kuala Lumpur
Wiltred Woo BAG34012 January 10, 2010, Hongkong
Kinsun Ng 501133959 November 22, 2012, Hongkong

known to me and to me known to be the same persons who executed the foregoing and they
acknowledged to me that the same are their true and voluntary act and deed.

The foregoing consists of two (2) pages, including this page wherein the acknowledgement
is written and signed hereto and their instrumental witnesses on each and every page hereof.

WITNESS MY HAND AND SEAL on the date and place above-stated

[Joe. No.
Page No.
Book MNo.
Series of 2015,
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TiN MO, 177987518
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PARENT COMPANY STATEMENTS OF FINANCIAL T THLON
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.

December 31

2014

2013

ASSETS

Current Assets
Cash and cash equivalents (Note 4)

B415,679,878

P495,538,104

Finzncial assets at fair value through profit or loss (Mote 3) 3,426,433 1,336,419
Receivables (Note &) 056,263,833 1,838,204 352
Properties held for sale (Note 7) 78,157,835 78,385,335
Prepayments and other current assets (Mote &) 116,115,379 109,537,198

Total Current Assels

1,579,643,378

2,523,111,408

Moncurrent Assets
Investments and advances (MNote 9)

12,456,939,811

10,740,556,011

Investment properties (Note 10) 8,486,270,219 5.478,350.426
Available-for-sale financial assets (Note 11) 93,270,867 92,770,867
Property and cquipment (Notes 12) 40,578,030 44,825 269
Retirement benefit asset (Mote 18) — 1,883,107
Refundable Deposit 425,424 357,424

Total Noncurrent Assets

21,107,484,351

19,358,743, 104

TOTAL ASSETS

B22,687,127,729

B21,881,854. 512

LIABILITIES AND EQUITY

Current Liabilities
Accounts payable and ether current liabilities (Note 13)

BG6S,495,456

PA17,638,434

Current portion of long-term loan (Note 14) 583,333,333 583,333333
Dividends payable (Note 18) 24,294,914 20,844,008
Total Current Liahilities 1.276,123,703 1,241,8153,775

Noncurrent Liahilitics
Long-term loan - net of current portion (MNole 14}

4,512,500,000

4,195,833,334

Acerued retirement henefits (MNote 18) 10,197,701 -
Deposits from tenants 999,039 999,039
Deferred income tax liabilities - net (Note 21} 2.5379,931,091 2,590,531, 194

Total Noncurrent Liahilities

7,103,627,831

6,787,363,567

Total Liabilities

P3.379,751,534

B8,029,179,342

Equity
Capital stock - B 1.00 par value

Authorized - 8,000,000,000 shares,

[ssued and outstanding - 4,764,058 982 shares
Additional paid-in capital
Treasury shares - at cost (Mote 13)
Other components of equity (Motes 11 and 18)
Retained sarnings (Mote 16)

4,764,058,982

1,210,073,869
(6,850,064)
(7,600,866)

8,347,694,274

4,764,058,982

1,210,073,869
(6,850,064)
(1,557,176)

7,886,949,559

Tutal Equity 14,307,376,195 13,852.675,170
TOTAL LIABILITIES AND EQUITY B22,687,127,720  P21,881,854,512

e, s
See aceompanying Notes to Parent Compas:
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SHANG PROPERTIES, INC.

PARENT COMPANY STATEMENTS OF COMPREHENSIVE INCOME

Years Ended December 31

2014

2013

REVENUES
Rental (Motes 10 and 24)

P211,185,918

P227 088,111

Sale of Condominium units 660,246 33,004,344
211,846,164 260,092,455
COSTS AND EXPENSES
Staff costs (Note [T) 65,067,030 64,034,050
General and administrative (Mote 19) 52,331,415 53,859,318
Taxes and licenses (Mote 19} 38,598,714 27,044 227
Depreciation and amortization (Note 12) 9,616,556 8,960,089
Casts of Condominium units sold (Note 7) 217,500 13,442,944
165,841,215 168,240,637
OTHER INCOME (LOSS)
Dividend income (Nate 22) 1,234,919,334 796,672,146
Interest expense (Mote 14) {186,162,235) (169,697,752}
Interest income (Note 4) 2,706,786 12,530,713
Gain (Joss) on fair value adjustments of financial assets at fair value
through profit or loss (Note 5) 2,070,034 (1,624,485)
Foreign exchange gain (Note 4) 486,151 1,580,270
Bank charges : (98,068} (157,488)
Loss on sale of land (Note 10} - (344,820,000
Crher income (Mote 201 258,110 5,129,502
1,054,180,112 289,613,306
INCOME BEFORE INCOME TAX 1,100,185,061 391,465,124

BENEFIT FROM INCOME TAX (Note 21)

(3,418,900)

(98,121,028)

NET INCOME

OTHER COMPREHENSIVE INCOME (LOSS)

llems that may be reclassified to profit or loss:
Change in fair value of available-for-sale financial assets,
net of tax elfect (Note 11D
Tterns that will not be reclassified to profit or loss:
Remeasurement gains (losses) on defined benefit liability,
net of tax effect (Note 18)

1,103,603,%1

350,000

(6,393,690)

489 586,152

210,000

1,415,062

TOTAL COMPREHENSIVE INCOME

P1,097,560,271

P491,211,214

See accompanying Notes fo Parent Company Financial Statements,
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SHANG PROPERTILES, INC.

PARENT COMPANY STATEMENTS OF CASH FLOWS

Years Ended December 31

2014

2013

CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax
Adjustments for:

P1,100,185,061

BE391.465,124

Dividend income (Note 22) (1,234.919,334) (796,672,146}

Interest expense (Note 14) 186,162,235 169 697,752

Depreciation and amortization (Note 12) 9,016,556 8.960,089

Interest income (Note 4) (2,706,786) (12,530,713}

Loss (gain) on fair value adjustments of financial assets at

fair value through profit or loss (Note 5) (2,070,034) 1,624,485

Foreign exchange gain (Note 4) (486,151) (1,580,270

Loss on sale of land (Note 107} - 344,820,000

Gain on sale of property and equipment (Notes 20) - (216,983)
Operating income before working capital changes 55,781,547 105,567,338
Decrease (increase) in:

Receivables 881,638,325 (1.093,973,082)

Properties held for sale 227,500 754 444,839

Prepayments and other current assels (6,578,181} (12,875,476}
Increase (decrease) in:

Accounts payable and other current liabilities 25,828,015 {130,866,702)

Accrued retirement benefits 2,946,265 (5,985.176)
Net cash generated from (used for) operations 950 844,171 (387,688,259
Income taxes paid (4,591,050} (58.401.486)
Interest received 2,798,980 12,261,070
Net cash provided by (used in) operating activities 058,052,101 (433,828.675)
CASH FLOWS FROM INVESTING ACTIVITIES
Dividends received 1,235,219,334 796,672,146
Decrease (increase) in investments and advances (1,746,383 ,800) 94,785,485
Additions to:

Investment properties (Note H)) (7,919,793) (38,679.908)

Property and equipment (Note 12) (3,369,317 (3,909,644)

Refundable deposils

Proceeds from sale of property and equipment

(65,000)

264,197

Net cash provided by (used in) investing activities

(524,521,576)

849,132,276

|



Years Ended December 31

. 2014 2013
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from loan availment B900,000,000  B1,300,000,000
Payments of

Loan principal (383.333,334) (583,333,333

Cash dividends (639,408,340)  (520,922,328)

Interest o (181,133,228)  (180,943,857)
Net cash generated from (used in) financing activities _(503,874,902) 14,800,482
EFFECTS OF EXCHANGE RATE CHANGES

ON CASH AND CASH EQUIVALENTS 486,151 1,580,270
NET INCREASE (DECREASE) IN CASH AND

CASH EQUIVALENTS (69,858,226) 431,684,353
CASH AND CASH EQUIVALENTS

AT BEGINNING OF YEAR 495,538,104 ER SO

CASH AND CASH EQUIVALENTS

AT END OF YEAR (Note 4) 2425,679,878 P495,538,104

See aocompanying Notes to Parent Company Financial Statementy,
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SHANG PROPERTIES, INC,
NOTES TO PARENT COMPANY FINANCIAL STATEMENTS

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

Corporate [nformation

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

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

‘The Company has its primary listing on the Philippine Stock Exchange (PSE). It was registered on
Tune 13, 1991 with total listed shares of 4,764,058,982, which was initially issued at B1.18 per share.
As of December 31, 2014 and 2013, the Company has 5,457 and 5,553 stockholders, respectively.
The details of the Company’s stockholders are disclosed in the annual report.

Aunthorization for Issue of the Parent Company Financial Statements
The parent company financial statements have been approved and authorized for issue in accordance
with a resolution of the Board of Directors (the Board) on March 27, 2015.

2. Summary of Significant Accounting and Financial Reporting Policies

Basis of Preparation

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

Statement of Compliance
The parent company financial statements have been prepared in accordance with Philippine

Financial Reporting Standards (PFRS) as issued by the Financial Reporting Standards Council
(FRSC).

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 PFRS, Philippine Accounting Standards (PAS)
and Philippine Interpretations from International Financial Reporting Interpretations Committee
(IFRIC) which the Company has adopted during the year. However, they do not impact the parent
company financial statements, unless otherwise stated below:

= Investment Entities (Amendments to PFRS 10, Consolidated Financial Statements, PFRS 12,
Disclosure of Interests in Other Entities, and PAS 27, Separate 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 requires

TR R
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investment entitics (o account for subsidiaries at fair value through profit or loss.  The
amendments must be applied retrospectively, subject to certain transition relief,

PAS 32, Financial Instruments: Presentation — Offsetting Financial Assets and Financial
Liabilities (Amendments)

These amendments clarify the meaning of ‘currently has a legally enlorceable right to offset
and the eriteria for non-simultancous settlement mechanisms of clearing houses to qualify for
olfsetting and are applied retrospectively,

PAS 39, Financial Instruments: Recognition and Measurement — Novation of Derivatives nd
Continuation of Hedge Accownting (Amendments)

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

PAS 36, Impairment of Assets — Recoverable Amownt Disclosure for Nown-Financial
Assetsfamendments)

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

Philippine [nterpretation IFRIC 21, Levies

IFRIC 21 clarifies that an enlity recognizes a liability for a levy when the activity that triggers
payment, as identified by the relevant legislation, occurs. For a levy that is triggered upon
reaching a minimum threshold, the inferpretation clarifies that no liability should be
anticipated before the specified minimum threshold is reached. Retrospective application is
required for IFRIC 21,

Annual Improvements to PFRSs (2010-2012 cycle) (PFRS 13, Fair Value Measurement)

In the 2010 — 2012 annual improvements cycle, seven amendments to six standards were
issued, which included an amendment to PFRS 13, Fair Value Measurement. The amendment
to PFRS 13 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 (2011-2013 cycle) (PFRS 1, Firsi-time Adoption of PFRS)

In the 2011 — 2013 annual improvements cycle, four amendments to four standards were
issued, which included an amendment to PFRS 1, First-time Adoption of Philippine Financial
Reporting Stemdards—First-time Adoption of PFRS. The amendment to PFRS 1 is effective
immediately. It clarifies that an entity may choose to apply cither a current standard or a new
standard that is not yet mandatory, but permits early application, provided either standard is
applied consistently throughout the periods presented in the entity’s first PFRS financial
statermnents.
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Future Changes in Accounting Policies

Mew standards issued but not vet effective as of the date of issuance of the parent company
financial statements are listed below. This is a listing of standards and interpretations issued,
which the Company reasonably expects 1o be applicable at a future date. The Company intends to
adopt these standards when they become effective.

= PFRS 9, Fingncial nsiruments — Classification and Measurement {2010 version)

PFRS 9 (2010 version) reflects the first phase on the replacement of PAS 39 and applies to the
classification and measurement of financial assets and liabilities as defined in PAS 39, Fingrcial
Instruments: Recognition and Measurement. PFRS 9 requires all linancial 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 1o collect the contractual cash tlows and its contractual
terms give rise, on specified dates, 1o 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 assets are measured at fair value either
through other comprehensive income (OCI) 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 ecredit risk must be
presented in OCL The remainder of the change in fair value is presented in profit or loss, unless
presentation of the fair 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 carricd forward into PFRS 9,
including the embedded derivative separation rules and the criteria for using the FVO. The
adoption of the first phase of FFRS 9 will have an effect on the classification and measurement
of the Company’s financial assets, but will potentially have no impact on the classification and
measurement of inancial liabilities.

PFRS © (2010 version) is effective for annual periods beginning on or after January 1, 2015,
This mandatory adoption date was moved to January 1, 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 IPAS 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 buyer on a continuous basis will also be
accounted for based on stage of completion. The SEC and the FRSC have delerred the
effectivity of this interpretation until the final Revenue standard is issued by the International
Accounting Standards Board (IASB) and an evaluation of the requirements of the final Revenue
standard against the practices of the Philippine real estate 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 Company has made an assessment and
is continuously monitoring the impact of this new interpretation to its parent company financial
statements,

The following new standards and amendments issued by the IASB were already adopted by the
FRSC but are still for approval by BOA.

UM VANRAD

{il



fiffective January {, 2013

= PAS 19, Employee Benefits — Defined Benefit Plans: Employee Contributions (Amendments)

PAS 19 requires an entity to consider contributions from employees or tlurd parties when
accounting for defined benelit plans, Where the contributions are linked 10 service, they should
be attributed (0 periods of service as a negative bencfit, These amendments clarifi that, if the
amount of the contributions is independent of the number of years of service, an entity is
permitled 1o recognize such contributions as a reduction in the service cost in the periad in
which the service is rendered, instead of allocating the contributions to the periods of service.
This amendment is effeetive for annual periods beginning on or afler January 1, 2015, It is not
expected that this amendment would be relevant to the Company, since the Company do not
have defined benefit plans with contributions from employees or third parties.

= Annual Improvements to PFRSs (2010-2012 cyele)
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
Company. They include;

= PFRS 2, Share-based Paviment — Definition of Vesting Condition;

o PFRS 3, Business Combinations — Accounting for Contingent Consideration in o
Business Combination;

= PFRS 8, Operating Segments — Aggregation of Operating Segments and Reconciliation
of the Total of the Reportable Segmenis’ Assets to the Entity's dssets;

= PFRS 13, Fair Falue Measureneni — Short-term Receivables and Pavables;

= PAS 16, Property, Plant and Equipment — Revaluation Method — Proportionate
Restatement of Accumnlated Depreciation;

*  PAS 24, Related Party Disclosures — Key Management Personnel; and

= PAS 38, [mtangible Assels — Revaluation Method — Proportionate Restatement af
Accumulared Amoriizaiion.

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

= PFRS 1, First-time Adoption of PFRS — Meaning of 'Effective PFREs;

»  PFRS 3, Business Combinations — Seope Exceptions for Joint Arrangements;
= PFRS 13, Fair Value Measurement — Portfolio Exception; and

= PAS A0, fmvestment Property.

Fifective January 1, 2016

= PFRS 10, Consolidated Financial Stotements and PAS 28, Tnvestments in Associales and Joint

Fentures — 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
10 and those in PAS 28 {201 1) in dealing with the sale or contribution of assefs 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 JTanuary 1, 2016,
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PFRS 11, Joint Arrangements — Accounting for Acquisitions of Intevests in Joint 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 constitutes a business
must apply the relevant PFRS 3 principles for business combinations accounting. The
amendments also clarify that a previously held interest in a joint operation is not remeasured on
the acquisition of an additicnal interest in the same joint operation while joint control is retained.
In addition, a scope exclusion has been added to PFES 11 to specify that the amendments do not
apply when the parties sharing joint control, including the reporting entily, 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
for annual periods beginning on or after January 1, 2016, with early adoption permitted. These
amendments are not expected o have any impact to the Company.

PFRS 14, Regulatory Deferval Accoumnts

FFRS 14 is an optional standard that allows an entity, whose activities are subject to rate-
regulation, to continue applying most of its existing accounting policies for regulatory deferral
account balances upon its first-time adoption of PFRS. Entitics 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 [4 is cffective for annual periods beginning on or after January 1,
2016, Since the Company 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 very limited circumstances 1o amorlize intangible assets. The amendments are effective
prospectively for annual periods beginning on or after January 1, 2016, with carly adoption
permitted. These amendments are not expected to have any impaet 1o the Company given that
the Company has not used a revenue-based method to depreciate its non-current assets.

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

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 medel (after maturity). The amendments
also require that produce that grows on bearer plants will remain in the scope of PAS 41
measured at fair value less costs to sell. For government grants related to bearer plants, PAS 20,
Accounting for Government Grants and Disclosure of Government Assistance, will apply. The
amendments are retrospectively effective for annual periods beginning on or aller January 1,
2016, with early adoption permitted. These amendments are not expected to have any impact to
the Company as the Company does not have any bearer plants.
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o PAS 27, Separate Financial Statements — Equity Method in Separate Financial Statements

{Amendments)

The amendments will allow entities to use the equity method to account for investments in
subsidiaries, joint ventures and associates in their separate financial statements. Entities
already applying PFRS and clecting to change 1o the equity method in its separate financial
statements will have to apply that change retrospectively. For first-time adopters of PFRS
electing to use the equity method in its separate financial statements, they will be required to
apply this method from the date of wransition to PFRS. The amendments are effective for
annual periods beginning on or after January 1, 2016, with carly adoption permitted. These
amendments will not have any impact on the Company’s parent company financial statements.

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

An asset is current when it is:

= expected to be realized or intended to sold or consumed in normal operating cyele;

= held primarily for the purpose of trading;

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

= cash or cash equivalent unless restricted from being exchanged or used to settle a liability lor at
least twelve months after the reporting period.

All other assets are classified as noncurrent,
A liability is cwrent when:

" itis expected to be settled in normal operating cyvele;

= it is held primarily for the purpose of trading;

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

= there is no unconditional right to defer the settlement of the liability for at least twelve months
after the reporting period,

The Company classifies all other liabilities as noncurrent,
Deferred income tax assets and liabilities are classified as noncumrent assets and liabilities,

Fair Value Measurement

The Company measures financial instruments, such as financial assets at FVPL, AFS financial
assets, and non-financial assets, such as investment properties, at fair value al cach reporting date.
Additional fair value related disclosures including fair values of financial instruments measured at
amortized cost are disclosed in Note 26.

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

= in the principal market for the assct or liability, or
= inthe absence of a principal market, in the most advantageous market for the asset or liability,
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The principal or the most advantageous market must be accessible to the Company.

The [air value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market participants act in their
ceonomic besl interest.

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

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

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

= Level | — Quoted (unadjusted) market prices in active markets for identical assets or liabilitics.

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

= Level 3 — Valuation techniques for which the lowest level input that is significant to the fair
value measurcment is unobservable.

For assets and liabilities that are recognized in the parent company financial statements on a
recurring basis, the Company determines whether transfers have cccurred between Levels in the
hierarchy by re-assessing categorization (based on the lowest level input that is significant to the
fair value measurement as a whole) at the end of cach reporting period.

For the purpose of fair value disclosures, the Company has determined classes of assets and
liabilities on the basis of the nature, characteristics and risks of the asset or liability and the level of
the fair value hierarchy as explained above.

Cash and Cash Equivalents

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

Financial Instrumenis

Initicl Recognition and Measurement

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

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

Financial assets are classified as financial assets at FVPL, loans and receivables, held to maturity
(LFIM) financial asscts, and AFS financial assels as appropriate. Financial liabilities are classified
as financial liabilities at FVPL and other financial liabilities. The Company determines the
classification of its financial instruments at initial recognition and, where allowed and appropriate,
re-evaluates the designation at each reporting date. As of December 31, 2014 and 2013, the
Company has no HTM financial assets and liabilities at FVPL.

Financial Assets at FVPL
Financial assets at FVPL are those held for trading and those designated upon initial recognition as
financial assets or liabilities at FVPL.

Financial assets and labilities are classified as held for trading if they are acquired for the purpose
of selling in the near term. Derivatives, including separated cmbedded derivatives, are also
classified as held for trading unless they are designated as effective hedging instruments or
finaneial guarantee contracts. Dividends, interests and gains or losses on held for trading financial
instruments are recognized in the profit or loss.

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

As of December 31, 2014 and 2013, the Company has investment in shares of stock of various
publicly listed companics which are classified as financial assets at FVPL.

Loans and Receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. After initial measurement, loans and receivables are
subsequently carried at amortized cost using the effective interest rate (EIR) method, less any
allowance for impairment. EIR is the rate that exactly discounts the estimated future cash
payments or receipts over the expected life of the financial instrument or a shorter period, where
appropriate, to the net carrying amount of the financial asset or lability. Amortized cost is
calculated taking into account any discount or premium on acquisition, and includes fees that are
an integral part of the EIR. The EIR amortization is included in inferest income in the prolit or
loss. Gains and losses are recognized in the profit or loss when the loans and receivables are
derecognized, impatred or amortized.

As of December 31, 2014 and 2013, the Company’s loans and receivables consist of cash in
banks, cash equivalents, rental receivables, installment contracts receivable, reccivable from
related parties, refundable deposits, advances to officers and employees, interest receivable and
other receivables.

AFS Financial Assets

ATS financial assets include equity investments. Equity investments classified as AFS are those
that are neither classified as held for trading nor designated as at FVPL. Financial assets may be
designated at initial recognition as AFS financial assets if they arc purchased and held indefinitely,
and may be sold in response to liquidity requirements or changes in market conditions.
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AFS financial assets are carried at fair value in the statement of financial position. Changes in Tair
value of such assets are accounted for in OCI in the cumulative changes i fawr value of AFS
financial assels until the Onancial asseis are derecognized or unfil they are determined (o be
impaired. When an AFS financial asset is derccognized or determined to be impaired, the
curnulative gaing or losses previously recorded in OCT are recognized in profit or loss.

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

As of December 31, 2014 and 2013, the Company’s invesiment in proprictary club shares and
listed and unlisted shares of stock are classified as AFS financial assets,

Ohther Financial Liabilities
This category perlains to financial liabilities that are not held for trading nor designated as
financial liahilities at FW¥PL upon inception of the liability.

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

As of December 31, 2014 and 2013, the Company’s other financial liabilities include accounts
payable and other current liabilities {except for output value-added tax (WVAT) and withholding
taxes), long-term loan and deposits from tenants,

Fipancial Guarantee

Financial guarantees are not recognized in the parent company financial statements until an
obligation to pay the liability of another party to the arrangement is established. Such lability is
classified as other financial liability. [t is only disclosed as part of liquidity risk of the Company.

Determination of Fair Value

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

Day I Difference

Where the transaction price in a non-active market is different from the fair value from other
nbservable current market tranzactions in the same instrument or based on a valuation technique
whose variables include only data from observable market, the Company recognizes the difference
between the transaction price and fair value (a Day [ difference) in the profit or loss unless it
qualifies for recognition as some other type of assel. In cases where the data used are not
abservable, the difference between the transaction price and model value is only recognized in the
profit or loss when the inputs become observable or when the instrument is derecognized. For
each transaction, the Company determines the appropriate method of recognizing the Day 1
difference,
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Offsetting

A financial asset and a financial lability are offset and the net amount is reported in the statement
of financial position if, and only if, there is a currently enforceable legal right to offset the
recognized amounts, and there is an intention to seftle on a net basis or to realize the assel and
settle the liability simultaneously. This is not generally the case with master neiting agreement,
and the related assets and liabilities are presented gross in the statement of financial position,

Impairment of Financial Assets

The Company assesses, at cach reporting date, whether there is objective evidence that a financial
assel or a group of financial assets iz impaired. An impairment exists if one or more events that
has occurred since the initial recognition of the asset (an incurred ‘loss event’), has an impact on
the estimated future cash flows of the financial assel or the group of [inancial assets that can be
reliably estimated, FEvidence of impairment may include indications that the debtors or a group of
debtors s experiencing significant financial difficulty, default or delinquency in interest or
principal payments, the probability that they will enter bankruptey or other financial
reorganization and observable data indicating that there is a measurable decrease in the estimated
future cash flows, such as changes in arrears or economic conditions that correlate with defaults,

a. Financial Assels Cavvied at Amaortized Cost

For financial assets carried at amortized cost, the Company first assesses whether impairment
exists individually for financial assets that arc individually significant, or collectively for
financial assets that are not individually significant. [If the Company determines that no
abjective evidence of impairment exists for an individually assessed financial asset, whether
significant or not, it includes the asset in a group of financial assets with similar credil risk
characteristics and collectively assesses them for impairment.  Assets that are individually
asseased for impairment and for which an impairment loss is, or continues to be, recognized
are not included in a collective assessment of impairment.

The amount of any impairment loss identified is measured as the difference between the
assel’s carrying amount and the present value of estimated future cash flows (excluding future
expected credit losses that have not yet been incurred). The present value of the estimated
future cash flows is discounted at the financial asset’s original EIR.

The carrying amount of the assel is reduced through the use of an allowance account and the
loss is recognized in the profit or loss. Interest income (recorded as linance income in the
profit or loss) continues to be acerued on the reduced carrying amount and is accrued using the
rate of interest used to discount the future cash flows for the purpose of measuring the
impairment loss. Loans together with the associated allowance are written off when there is
no realistic prospect of future recovery and all collateral has been realized or has been
transferred to the Company. If, in a subscquent year, the amount of the estimated impairment
loss increases or decreases because of an event occurring after the impairment was recognized,
the previously recognized impairment loss is inercased or reduced by adjusting the allowance
account, I a write-ofT is later recovered, the recovery is credited fo finance cosls in the profit
or loss,

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

In the case of equity investments classified as AFS, objective evidence would include a

significant or prolonged decline in the fair value of the investment below its cost.
‘Significant’ is evaluated against the original cost of the investment and ‘prolonged’ against
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the period in which the fair value has been below its original cost. When there is evidence of
impairment, the cumulative loss, measured as the dilTerence between the acquisition cost and
the current fair value, less any impairment loss on that investment previously recognized in
profit or loss, is removed from OCI and recognized in the profit or loss. Impairment losses on
equity investments are not reversed through profit or loss: increases in their fair value after
imipairment arc recognized in OCTL

Financial Assets Carvied at Cost

If there is objective evidence that an impairment loss has been incurred on an unquoted equity
instrument that is not carried at fair value because its fair value cannot be reliably measurcd,
or on a derivative asset that is linked to and must be scttled by delivery of such unguoted
equity instrument, the amount of the loss is measured as the difference between the asset’s
carrying amount and the present value of estimated [uture cash flows discounted at the current
market rate of return for a similar [inancial asset.

Derecognition

&,

Financial Assets
A financial asset (or, where applicable, a part of a financial asset or part of a group of similar
financial assets) is primarily derecognized when:

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

» The Company has transferred its rights to receive cash flows from the asset or has
assumed an obligation to pay the received cash flows in [ull without material delay to a
third party under a ‘pass-through’ arrangement; and either (a) the Company has
transferred substantially all the risks and rewards of the asset, or (b) the Company has
neither transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.

When the Company has transferred its rights to receive cash flows from an asset or has
entered into a pass-through arrangement, it evaluates if, and to what extent, it has retained the
risks and rewards of ownership, When it has neither transferred nor retained substantially all
of the risks and rewards of the asset, nor transferred control of the asset, the Comparny
continues to recognize the lransferred asset to the extent of the Company’s continuing
involvement. [n that case, the Company also recognizes an associated liability, The
transferred asset and the associated liability are measured on a basis that reflects the rights and
obligations that the Company has retained.

Financial Liahilities

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

Properties Fleld for Sale

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

Cost of condominium units held for sale represents the cost of the unsold units of The St. Francis
Shangri-La Place (TSFSP) Project. Cost includes the cost of land contributed by the Company for
the TEFEP Project.

Prepayments and Other Current Assets

Prepaid Expenses

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

Creditable Withholding Tox (CWT)
CWT represents taxes withheld for goods sold or services rendered by the Company. CW'T can be
claimed as credit against income tax due.

Investments in Subsidiaries and Associates

Subsidiaries

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

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

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

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

When the Company has less than a majorily of the voting or similar rights of an investee, the
Company 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,
m  Rights arizsing from other contractual arrangements, and
= The Company’s voting rights and potential voting rights.

The Company re-assesses whether or not it confrols an investee 1l facts and circumstances indicate
that there are changes to one or more of the three elements of control.

Associates

An associate is an entity over which the Company has significant influence. Significant influence
is the power to participate in the financial and operating pelicy decisions of the investee, but is not
control or joint control over those policies.

The considerations made in determining significant influence are similar to those necessary o

determine control over subsidiaries, and are generally accompanying a sharcholding between 20%
to 50% of the voting righls.
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Investments in subsidiaries and associates are accounted for using the cost method, less
accumulated impairment, if any. Under this method, an investment is recognized at cost and
income from investment is recognized in profit or loss only to the extent that the investor receives
distribution from accumulated profits of the investee ansing afler the acquisition date,
Distributions received in excess of such profits are regarded as a recovery of investment and are
recognized as a reduction ol the cost of the investment,

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

Investment properties are measured initially at their costs, including related transaction costs. The
cost of a purchased investment properly comprises of its purchase price and any directly
attributable costs, Transaction costs include transfer taxes, professional fees and other costs
necessary to bring the investment propertics 1o the condition necessary for them to be capable of
being used,

After initial recognition, investment properties are carried at fair value. Gains or losses arising
from changes in fair value are recorded in profit or loss in the year in which they arise. TFair value
is based on active market prices, adjusted, if nccessary, for any difference in the nature, location or
condition of the specific asset.

The Company obtains an updated appraisal report when management believes there are significant
changes in the fair values of the investment properties. The fair values of investment properties are
determined by independent valuers. The fair value of each of the Comparny’s investment property
is determined whenever there are significant changes in the assumptions used in determining the
fuir value. An investment property that is being redeveloped lor continuing use as investment
property, or for which the market has become less active, continues to be measured at fair value.

A subsequent expenditure is charged to the asset’s carryving amount only when it is probable that
future economic bencfits associated with the asset will flow to the Company and the cost of the
item can be reliably measured. Repair and maintenance costs are recognized in profit or loss in
the period in which they are incurred.

Investment properties are derecognized when they are disposed of or permanently withdrawn from
use and no future economic benefit is expected from their disposal . Any gain or loss on the
retirement or disposal of an investrment property is recognized in the profit or loss. Gain or loss on
disposal of investment property is determined as the difference betwesn the net disposal proceeds
and the camrying amount of the asset at the date of disposal.

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

When the Company completes the construction or development of a self-constructed investment
property that will be carried at fair value, any difference between the fair value of the property at that
date and its previous carrying amount shall be recognized in profit or loss. If a land or building and
building improvement classified as “Property and equipment” becomes an investment property, the
Company accounts for such property in accordance with the policy stated under property and
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cquipment upy to the date of change in use. For transfer from investment property carried at fair
value to property and equipment or construction in progress, the investment property’s deemed cost
shall be its Tair value at the date of change in use.

Property and equipment is stated at cost, net of accumulated depreciation and amortization, and
accumulated impairment losses, if any.

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

Depreciation and amortization commence once the assels are available for use and are provided on
all property and equipment at rates calculated to write off the costs, less estimated residual values
based on prices prevailing at the reporting date, of each asset evenly over its expected useful life
as Tollows:

Calegory N— Useful Lives in Years
Building improvements 2]
Transportation equipment 2t03
Furniture, Nxtures and other equipment 2tod

Leaschold improvements are amortized over their estimated useful lives (EUL) of two to three
vedrs,

Diepreciation and amortization cease at the carlier of the date when the asset is classified as either
investment property or property held for sale and the date the asset is derecognized.

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

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

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

Impairment of Nonfinancial Assels

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

An assessment is made al each reporting date as 1o whether there is any indication that the
previously recognized impairment losses may no longer exist or may have decreased. If such
indicalion ¢xists, the recoverable amount is estimated. A previously recognized impairment loss is
reversed only if there has been a change in the estimates used to determine the asset’s or CGU’s
recoverable amount since the last impairment loss was recognized. [f that is the case, the carrying
amount of the asset or CGU is increased (o its recoverable amount. That increased amount cannot
exceed the carrying amount that would have been determined, net of depreciation or amaortization,
had no impairment Joss been recognized for the asset in prior years. Such reversal is recognized in
profit or loss. After such a reversal, the depreciation or amortization charge is adjusted in future
periods to allocate the asset’s revised canying amount, less any residual value, on a systematic
basis over its remaining useful life.

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

Trvestment in Subsidiaries and Associales

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

Borrowing Costs

Borrowing costs directly attributable to the acquisition or construction of a qualifying asset that
necessarily takes a substantial period of time to get ready for its intended use or sale are capilabized
as part of the cost of the asset. Capitalization of borrowing costs commences when the activities to
prepare the asset are in progress, and expenditures and borrowing costs arc being mcurred.
Borrowing costs are capitalized until the assets are ready for their intended use. All other
horrowing costs are expensed in the period in which they occur, Borrowing costs consist of interest
and other costs that an entity incurs in connection with the borrowing of funds.

Provisions

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

Capital Stock and Additional Paid-in Capital (APIC)

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

Treasury Shares

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

Other Companents of Equity

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

Other components of equity are derecognized when the related assetl or liability where they arise
are derecognived,

Retained Earnings
Retained carnings include cumulative profits and are reduced by dividends. Retained earnings

also nclude effect of changes in accounting policies as may be required by the standards’
transitional provisions.

Dividend Distribution

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

Revenue and Expense Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the
Company and the amount of revenue can be reliably measured, regardless of when the collection
or payment is made. Revenue is measured at the fair value of consideration received or
receivable, taking inlo account contractually defined terms of payment and excluding taxes and
duties.

The Company assesses its revenue arrangements against specific eriteria in order to determine if it
is acting as a principal or as an agent. The Company has concluded that it is acting as the
principal in all of its major revenue arrangements since it is the primary obligor in all the revenue
arrangements, has pricing latitude and is also exposed to credit risks.

The following specific recognition criteria must also be met before revenue is recognized:

Sale of Condominium Unils
Sale of condominium units is recognized when 20% or more of the selling price has been collected.
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Rental

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

Trteresi mcome

[nterest income is recognized as it accrues, taking into account the effective vield on the asset.
Interest income from accretion of installment contracts receivable is recognized using the EIR
method,

Dividend ncome
Revenue is recognized when the Company’s right to receive the payment is established, which is
generally when the Board of the investee company approved the dividend.

Costs and Expernses

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

General and administrative expenses are recognized as incurred.

Leases

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

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

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

¢, there is a change in the determination of whether fulfillment is dependent on a specified asset;
or

d.  there is a substantial change (o the asset.

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

Company as a Lessee

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

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

Company as a Lessor

Leases in which the Company does not transfer substantially all the risks and rewards of
ownership of the assets are classified as operating leases. Initial direct costs incwred in
negotiating an operating lease are added to the carrying amount of the remtal reccivables or
customers’ deposits and recognized over the lease term on the same basis as rental income,
Contingent rents are recognized as revenue in the period in which they are earned.
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Emploves Benefits

Retivement Benefiis

The net defined benefit liability or asset is the aggregate of the present value of defined benefit
obligation at the end of the reporting period reduced by the fair value of plan assets (if any),
adjusted for any effect of limiting a net defined benefit asset to the asset ceiling,

The cost of providing benefits under the defined benefit plan is actuarially determined using the
projected unit credit method.

Defined benefit costs comprise the following:

= mervice cost,

" net interest on the net defined benefit liahility or asset, and
= remeasurements of the net defined benefit liability or asset.

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

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

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

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

The Company’s right to be reimbursed of some or all of the expenditures required to settle a
defined benefit obligation is recopnized as a separate asset at fair value when and only when
reimbursement 15 virtually certain.

Termination Benefits

Termination benefits are employee benefits provided in exchange for the termination of an
emplovee’s employment as a result of cither an entity’s decision to terminate an employee’s
employment before the normal retirement date or an employee’s decision 1o accept an offer of
benelits in exchange for the termination of employment.
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A liability and an expense for a termination benefit is recognized at the earlier of when the entity
can no longer withdraw the offer of the benefit and when the entity recognizes related
restructuring costs.  Initial recognition and subscquent changes to termination benefit arc
measured in accordance with the nature of the employee benefit, as either post-employment
benefit, short-term employvee benefit or other long-term employvee benefit.  Benefits falling due
more than twelve months from the reporting date are discounted 1o their present values.

Employee Leave Entitlement

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

Foreign Currency-denominated Transactions and Balances

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

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

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

Income Tax

Current Income Tax

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

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

Deferred Income Tax

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

®  where the deferred tax liability arises from the initial recognition of goedwill or of an asset or

liabilily in a transaction that is not a business combination and, at the time of the transaction,
affects neither the accounting income nor taxable income or loss; and
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= in respect of taxable temporary differences associated with investments in subsidiaries and
associates and interest in joint arrangements, where the timing of the reversal of the temporary
differences can be controlled and it is probable that the temporary differences wili not reverse
in the foreseeable future.

Deferred tax assets are recoghized for all deductible temporary differences, carrvforward benefits
of excess minimum corporate income tax (MCIT) over regular corporate income tax (RCIT) and
net operating loss carryover (NOLCO), to the extent that it is prebable that taxable income will be
available against which the deductible temporary differences, and the carrvforward benefits of
excess MCIT over RCIT and NOLCO can be utilized except:

= where the deferred tax asset relating to the deductible temporary difference arises from the
initial recognition of an asset or liability in a transaction that 1s not a business combination
and, at the time of the transaction, affects neither the accounting income nor taxable profit or
lass; and

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

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to
the cxtent that il is no longer probable that sufficient taxable income will be available to allow all
or part of the deferred tax assets to be utilized. Unrecognized deferred tax assets arc reassessed at
each balance sheet date and are recognized to the extent that it has become probable that future
taxable profit will allow the deferred tax assets 1o be recoversd,

Deferred tax assets and [abilities arc measured at the tax rates that are expected to apply in the
vear when the asset is realized or the Hability is settled, based on tax rates (and tax laws) that have
been enacted or substantively enacted at the balance sheet date.

Deferred tax relating to items recognized outside the statements of comprehensive income is
recognized outside the statements of comprehensive income. Delerred tax items are recognized in
correlation to the underlying transaction either in other comprehensive income or directly in
cyuity.

Dieferred tax assets and delerred tax liabilities are offset, if a legally enforceable right exists to
offset current tax assets against current tax liabililics and the deflerred taxes relate to the same
taxable entity and the same tax authority.

VAT
Fevenue, expenses, asscts and liabilitics are recognized net of the amount of VAT, except:

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

s peceivables and payables that are stated with the amount of VAT included.

The net amount of VAT recoverable from, or payable to, the tax authority is included as part of

“Prepayments and other current assets” or “Accounts payable and other current liabilities”
accounts, respectively, in the parent company statement of financial position.
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Contingencies

Contingent liabilitics are not recognized in the parent company [inancial statements. They arc
disclosed in the notes to parent company financial statements unless the possibility of an uutﬂnw
of resources embodying economic benefits is remote. Contingent assets are not recoanized in the
parent company financial statements but are disclosed in the notes o parent company financial
statement when an inflow of economic benefits is probable.

Events aller the Reporting Date

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

Segment Reporting
For management purposes, an operating segment is a component of an entity;

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

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

¢. for which discrete financial information is available.

Significant Accounting Judgments, Estimates and Assumptions

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

Judgments

In the process of applying the Company’s accounting policies, management has made the
following judgments, apart from those involving estimations, which have the most significant
effect on the amounts recognized in the parent company fi nancmi statemnents:

Determination of the Functional Curvency

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

Assessing Significant Influence over Associates

Significant influence is presumed when there is a holding of 20% or more of the voting power of
the investee (held directly or indirectly, through subsidiaries). Management assessed that the
Company has significant influence over all its associates by virtue of the Company’s holding more
than 20% voting power in the investee, representation on the board of directors, and participation
in policy-making processes of the associates.

RGO



Classification of Financial Instruments

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

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

The carrying values of the Company’s financial instruments as of December 31, 2014 and 2013
are disclosed in Note 26.

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

* Properties held for sale comprise properties that are held for sale in the ordinary course of
business. These are condominium unils that the Group developed or is developing and intends
to sell.

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

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

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

The carrying values of propertics held for sale, investment properties, and property and equipment
as of December 31, 2014 and 2013 amounted to 78,157,835, B8.486,270,219, B40,578,030 and
P78,385,335, B8,478,350,426, P44,825,269 respectively (see Notes 7, 10 and 12).

Valuation af Investment Propertics

The Company’s financial controller and the managers of each property determine the policies and
procedures for the fair value measurement of the investment properties. External valuers are
involved in the valuation of investment properties as decided annually by the Company. The
selection criteria for the external valuers include market knowledge, reputation, independence and
whether professional standards are maintained.
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Al each reporting date, the Company analyzes the movements in the values of investment
properties which are required to be re-measured or re-assessed in accordance with the Company’s
accounting policies. For this analysis, the Company verifies the major inputs by agreeing the
information in the valuation computation to contracts and other relevant documents.

Baszed on the analysis performed by management, the Company has concluded that the fair value
adjustment in 2014 and 2013 is insignificant (see Note 10).

Impairment of AFS Equity Financial Assels

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

The carrying values of AFS equity financial assets amounted to P93.270,867 and B92,770,867 as
of December 31, 2014 and 2013, respectively (see Note 11). Based on management’s asscssment,
there has been no significant or prolonged decline in fair value of AFS financial assets, thus, no
impairment loss was recognized in 2014 and 2013,

Contingencies

The Company is currently involved in various legal proceedings. The estimates of the probable
costs for the resolution of these claims have been developed in consultation with the outside legal
counsel handling the defense in these matters and are based upon analyses of potential reports.
Based on management’s assessment, these proceedings will not have a material effect on the
Company’s financial position and performance (see Note 237

Classification of Leases as Operating Lease

i, Company as a Lessor
The Company owns parcels of land and a building located in Mandaluyong City which are
leased out to its subsidiaries, an affiliate, and third parties. The carrving values of such
properties are disclosed in Note [0. The Company bas determined that it retains the
significant risks and rewards of ownership of these properties. As such, the lease agreements
are accounted for as operating lease.

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

Estimates and Assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date that may have a significant risk of causing material adjustments to the canying
amounts of assets and labilities are as follows:

Valuation of Financial Instruments

Financial instruments carried at fair value require the use of accounting estimates. While
significant components of fair value measurement are determined using verifiable objective
evidence, it would differ if the Company will utilize a different valuation methodology. Any
changes in the fair value of financial instruments will affect profit or loss or equity.
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The fair values of financial instruments on initial recognition are normally the transaction prices.
These prices are indicative of actual and regularly occurring market transactions in an arm’s
length basis.

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

The fair values, which approximate the carrving values of the Company’s financial instruments as
of Drecember 31, 2014 and 2013 are disclosed in Note 26. The fair value measurement hierarchy
of the Company’s financial instruments is disclosed in Note 25,

Estimation of Allowance for Impaivment of Receivables

The Company maintains an allowance for impairment of receivables at a level considered
adequate to provide for potentially uncollectible receivables. The level of this allowance is
evaluated by management on the basis of the factors that affect the collectibility of the accounts,
These factors include, but are not limited to, the length of the Company’s relationship with the
customer, the eustomer’s payment behavior and known market factors. The Company reviews the
age and status of receivables, and identilies accounts that are to be provided with allowance on a
continuous basis,

Provision for bad debts recognized in 2014 and 2013 amounted to #982,362 and nil, respectively.
Allowance for impairment of receivables amounted to 3,114,405 and 22,132,043 as of
December 31, 2014 and 2013, respectively (see Note 6).

The carrying values of the Company’s receivables amounted to B956,263,833 and 1,838,254 ,352
as of December 31, 2014 and 2013, respectively (sce Note G).

Estimation of NRV

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

There were no provision for inventory write-down in 2014 and 2013, As of December 31, 2014
and 2013, properties held for sale amounted to P78, 157,835 and B78.5385.335, respectively
{see Note 7).

Determination of Fair Values of Investment Properiies

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

a. current prices in an active market for properties of different nature, condition or location
(or subject to different lease or other contracts), adjusted to reflect those differences;

b. recent prices of similar properties in less active markels, with adjustments to reflect any changes
in economic conditions since the date of the transactions that occurred at those prices; and
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e, DCF projections based on reliable estimates of future cash {lows, derived from the terms of any
existing lease and other contracts and, where possible from external evidence such as current
market rents Tor similar properties in the same location and condition, and using discount rates
that reflect current market assessments of the uncertainty in the amounts and timing of the cash
Movwe,

The significant method and assumpiions used by the appraisers in estimating fair values of
investment properties are sel oul in MNote 10, The fair values, which are also the wvalues of
mvestment propertics amounted to B8486,270,21% and B8 478,350,426 as of December 31, 2014
and 2013, respectively (see Mote 1{1,

FEUL of Froperty amd Fguipment

The Company estimates the EUL of property and equipment based on the internal technical
gvaluation and experience with similar assets. EUL of property and eguipment are reviewed
periedically and updated if expectations differ from previous estimates due to physical wear and
tear, technical and commercial obsolescence and other limits on the use of property and
cquipment. There were no changes in the EULS in 2014 and 2013, As of December 31, 2014 and
2013, the carrying values of property and equipment amounted to 40,578,030 and B44 825 269,
respectively (see Note 12).

Impairment of Nonfinancial Assets

The Company assesses whether there are any indicators of impairment for all nonfinancial assets
at every reporting date. Nonfinancial assets with indefinite life are tested for impairment annually
and at other times when an impairment indicator exists, Other nonlinancial assets are tested for
impairment when there are indicators that the carrying amounts may not be recoverable,

If any such indication exists or in case of a nonfinancial asset with indefinite life, the recoverable
amount of the asset is estimated.  Whenever the carrying amount of an asset exceeds its
recoverable amount, an impairment loss is recognized. The recoverable amount is the higher of an
asset’s fair value less cost to sell and value in use. Value in usc is the present value of estimated
future cash flows expected to arise from the continuing use of an asset and from its disposal at the
end of its useful life. Recoverable amount is estimated for an individual asset or, if 1t is not
possible, for the CGU to which the asset belongs. The details of the Company’s nonfinancial
assets are disclosed in Notes & and 12.

Estimation of Retivement Benefit Costs

The cost of defined benefit plan as well as the present value of defined benelit obligation is
determnined using actvarial valuations. Actuarial valuations involve making various assumptions.
These include the determination of the discount rates, future salary increases, mortality rates and
future retirement increases. Due to the complexity of the valuations, the underlying assumptions
and the long-term nature, defined benefit obligation is highly sensilive to changes in the
assumptions. All assumptions are reviewed at each reporting date. The accrued retirement
benefits as of December 31, 2014 amounted to 10,197,701 and the retirement beneflt asset
amounted to B1,883,107 in 2013 (sce Note 18).

In determining the appropriate discount rate, managemenl considers the interest rates of
government honds that are denominated in the currency in which the benefits will be paid, with
extrapolated maturities corresponding to the expected duration of the defined benehit obligation.

The mortality rate is based on publicly available mortality tables and is modified accordingly with
estimates of mortality improvements. Future salary increases and retirement increases are based on

expected future inflation rates.

Further details about the assumptions uscd are provided in Note 18.

I
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Realizability af Deferved Income Tax Asseis

The Company reviews the carrying amounts of deferred income tax assets at each reporting date
and reduces them to the extent that it is no longer probable that sufficient future taxable profits
will be available to allow all or part of the deferred income tax assets to be utilized. The Company
expects to generate sufficient future taxable profits to allow all of its recognized deferred income
tax assets to be wutilized. Deferred income tax assets recognized as of December 31, 2014 and
2013 amounted to B30,283,687 and B19,926,481, respectively (see Note 21). The unrecognized
deferred income tax assets of the Company are disclosed in Note 21.

4. Cash and Cash Equivalents
This account consists oft
~ 2014 2013
Cash on hand and in banks P25.098,217 B27.710,347
Cash equivalents 400,581,661 467,827,757
. B425,679,.878 P495,538,104
Cash in banks earns interest at the prevailing bank deposit rates. Temporary investments arc made
for three months or less depending on the immediate cash requirement of the company and carn
interest at the respective temporary investment rates. Temporary investments, which have an
average maturity of 30 days, earn interest ranging from 1.75% to 2.00% in 20014 and 1.00% to
1.88% in 2013,
Taotal interest income earned amounted to B2,700,786 in 2004 and B12.530,713 in 2013
As of December 31, the Company’s cash and cash equivalents include United States Dollar (USH)
and Hong Kong Dollar (HKY) deposits with local banks as follows:
LS Dollar HE Daollar L
2014 2013 2014 2013
Foreign currency F185,731 $4E40,372 5534 $160,259
Pezo equivalent PRI0SE0  P19.530,310 B306,998 RBOT 820
Closing exchange rate per dollar as
of December 31 Bd4.72 B44.39 B5.75 B5.73
Unrealized foreign exchange gains charged to profit or loss amounted to 486,151 and B1,580,270
in 2014 and 2013, respectively.
5. Financial Assels at FVPL

Financial assel at FVPL represent shares of stock of wvarious publicly listed companics as of
December 31, 2014 and 2013.

The movemenis in this account are as Tollows:

2014 2013
Beginning balance P1,356,419 P2 OR0.904
Fair value adjustment 2,070,034 (1,624,483
_E_;}Q_igi balance P3,426,453 : P1,356,419
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The Company recognized unrealized gains (losses) on fair value adjustments of the investments
amounting to P2,070,034 and (P1,624,485) in 2014 and 2013, respectively. There were no
additions or disposals in 2014 and 2013,

6. Receivables
This account consists of:
— 2014 2013
Trade:
Rent (Note 22) £37,874,961 36,766,191
Inztallment contracts receivable 2,364,500 2,891 108
Nontrade:
Related parties (Notes 7 and 22) 915,985,235 1,796,846,298
Advances to:
Officers and emplovees 499,283 494,616
Contractors and suppliers 17,857 50,126
Interest 217,336 309,530
Others 2.419,006 3068 526
959,378,238 1,840,426,395
Allowance for impairment losses (3.114,405) {2,132,043)
P956,263,833 P1,838,294,352
Rent receivables are noninterest-bearing and pertain to rental fees charged to the Company’s
subsidiaries, an affiliate and third parties for the use of commercial and carpark spaces. The
normal credit terms range trom 30 to 60 days.
Installment contracts receivable represent noninteresi-bearing  receivables from  sale  of
condominium units with average term of one year or less.
The terms, balances and transactions with related partics are disclosed in Note 22.
Advances to contractors and suppliers represent down payments to them and are liquidated
through progress billings,
Others consist of receivables with various insignificant amounts.
The movements of the allowance for impairment losses in 2014 and 2013 are as follows:
_______ ) 2014 2013
Beginning balance £2.132,043 P2.132,043
Provision for impairment loss ) 982,362 -
Endingbalance F3114405___ $2.0008
7. Properties Held for Sale

Properties held for sale consists of condominium units amounting to 878,157,835 and
PT8,385,335 as of December 31, 2014 and 2013, respectively.
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The movements in properties held for sale 1s set out below:

2014 2013
Beginning balance B78,385,335 PR3IZ B30, 174
Recognized cost of condominium units (227,500) (13,442,544)
Other adjustments or reclassilications - (741,001,895
Ending balance £78,157.835 78,385,335

In 2013, the Company’s participation to OSP was terminated when the Memorandum of
Agreement (MOA) between the Company and Shang Fropertics Realty Corporation (SPRC), a
subsidiary and the developer of O8], was cancelled. Thus, the said contributions were reclassified
to advances to related parties (see Note 22).

Properties held for sale are stated at cost as of December 31, 2014 and 2013, There is no
allowance for inventory write down as of December 31, 2014 and 2013,

3 Prepayments and Other Current Assets
This account consists of:
2014 2013
CWT P113,358,858 P92,348,847
Frepaid expenses 1,389,303 15,303,913
Input VAT 1,367,158 1,884,438
P116,115379 109,537,198
CWT is the tax withheld by the withholding agents from payments to the Company which can be
applied against the income tax payable.
Prepaid expenses pertain to rentals, membership fees and dues, subscriptions, insurance, systems
license and maintenance which are normally utilized within the next financial year,
Input tax represents VAT paid to suppliers that can be claimed as credit against the future output
WAT liabilities without prescription.
9. Investments and Advances

This account consists oft

2014 2013
Cost:

Preferred shares 917,761,304 POLT, 761,304

Cominon shares 6,275.836,218 6,275 830,218

7,193,597.522 7,193 597 522

Deposits for future stock subscription 2,898,502,591 2,948,502,591

Advances 2.394,839,698 598 455 898

P12,486,939,5811 #1 U,?fi{},SSE_S%G 11
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The Company’s subsidiaries and associates, and the related percentages of ownerships, as of
December 31 follow:

Effective Percentages of Ownership

sy e 2014 2013
Property Development:
SPRC 100.00%, [00.00%
Shang Property Developers, Inc. (SPDI) 100.00% 100.00%
Leasing:
SPI Parking Services, Inc. (5PSI) L0000 %% 100.00%
SLPC 1000055 100.00%
KSA Realty Corporation (K5A) 52.90% 52.90%
Real Estate:
Ivory Post Properties, Inc. (IPFPI) 100.00% 100.00%;
KFPPI Realty Corporation {KRC) 100.00%% 100.00%,
Martin B. Properties, Inc. (MBPI) 100.00% 100.00%
New Contour Realty, Inc, (NCRI) 100.00% 100.00%
Perfect Sites, Inc, (PSI) 100.00% 100.00%
Shang Fort Bonifacio Holdings, Inc. (SFRHID) 100L00 %, 100.00%,
Shang Global City Holdings, Inc. (SGCHI) 100.00% 100.00%
Sky Leisure Froperties, Inc.® {SLPI) SOL00% 50.00%
[deal Sites and Properties, Inc. {ISPI) 40.00% 40,00%
Properly Management:
K PPI Management Services Corporation
{KMSC) 100.00% 100.00%
Shang Properly Management Services, Inc.
(SPMSI) 100.00% 100.00%
Hotel:
Fort Bonifacio Shangri-la Hotel, Inc,
(FBSHI)** - 40.00%
Shang Global City Properties, Inc. (SGCPI#+# 60.00%, A40.00%;
Others:
Gipsey, Ltd. (Gipsey, a BYI Company) LO0.00% L 00.00%
Silver Hero Investments Limited
(SHIL, a BVI Company)**** 100.00% 100.00%
EPHI Logistics Holdings, Inc. (E1LHI G0.00% 60.00%,

*Owned through P51

P During 2004, there way merger between SGOPL and FRSFT, with SGOPT as surviving compan),
*FE2E0.40% ovwned through SCCHT ard 0.60% owned through SFBITT

rER Ohvned throueh Gipsey,

Except for Gipsey and SHIL, which were incorporated in the British Virgin Islands (BVI), all the
other subsidiaries and associates were incorporated in the Philippines.
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The summarized [inancial mformation of the Company’s associates are as follows:

) 2014 2013
Total assets BT50,437,665 P2 106,005
Total liabilities 810,786,533 3,101,549
Total revenues 134,718 093,353
Met loss (16,059,925) (763,8035)

In 20113, the Company sold 623,800 common shares representing 35% interest in EPRC for a total
consideration of B92,000,000. Loss on disposal of EPRC shares recognized in profit or loss
amounted to £3,552,403.

1.

Investment Properties

This account consists of

L 2014
Land Building Total
Beginning balances B7,981,000,000 P497 350,426 BR.478350,426
Additions - F010.99%. . 7915793
Ending balances B7,981,000,000 B505,270,219  P8,486,270,219
2013 =
Land  Building Total
Beginning balances BR.O66,200,000 PASE6T0518  BOA24 870,518
Additions = 38,679,908 38,679.908
Disposal (Note 22) (985,200,000 - {985.200,000)
Ending balances B7,981,000,000 B497 350,426 REATE 350,420

The Company’s investment properties consist of parcels of land, and a carpark building and
condominium spaces classified as commercial propertics in Mandaluyong City, These classes of
assels are based on the nature, characteristics and risks of each property.

The fair values of the properties are based on valuations as of December 31, 2012 performed by
Royal Asia Appraisal Corporation, an SEC accredited independent appraiser. The valuation
models are in accordance with that recommended by the International Valuation Standards
Council. The Company recorded fair value adjustments of investment properties amounting to
B320,845,000 in 2012, The Company has assessed that the fair value adjustment in 2014 and 2013
is insignificant,

The fair value measurements for investment properties have been categorized as Level 3 inputs for
the carpark building and condominium commercial spaces, and Level 2 inputs for the parcels of
land. The current use of these properties is their highest and best use.

The fair value of the Company’s land is determined using the market comparison method. Under
the market comparison method (or market comparison appreach), a property’s fair value is
estimated based on comparable transactions. The market comparison approach is based upon the
principle of substitution under which a potential buyer will not pay more for the property than it
will cost to buy a comparable substitute property. In theory, the best comparable sale would be an
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exacl duplicate of the subject property and would indicate, by the known selling price of the
duplicate, the price for which the subject property could be sold. The unit of comparison applied
by the Company is the price per square meter (sgm). The market comparison approach is often
used in combination with either DCF or the income capitalization method as many inputs to these
methods are based on market comparison.

The following presents the valuation lechnigues and unobservable key imnpuis used to value the
Company’s investment properties categorized as Level 3.

Fair Value as of Range of Relationship of
Clazs of Deacember 31,  Waluation  Unobservable  Unobservable Unobservable Inputs
Property 2014 Technique Inputs Inputs to Faie Value
Condominium B497.350,426 DCF Rental value 385 to The higher the rental
commercial B2 800 per value, the higher the
spaces and square meter fair value
carpark
building
Rent growth 5%-T% The higher the rent
per anmmn growth, the higher the
fair value
Average long- Q9% The higher the
term pocupancy rate, the
oCoupancy higher the fair value
rate
Inflation rale %% The higher the

inflation rate, the
bower the fair value

Discount rate 7.5% The higher the
discount rate, the
lower the fair value

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

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

= Fulure Rental Cash Tflows
Based on the actual location, type and quality of the properties and supported by the terms of
any existing lease, aother contracts and external evidence such as current market rents from
similar properiies;

= Discownt Reate
Reflecting current market assessments of the uncertainty in the amount and timing of cash flows;

®  [stimated Vacancy Rate
Based on current and expected future market conditions after expiry of any current lease;

= Ndnintencnce Costs

Including necessary investments to maintain functionality of the property for its expected useful
life: and

v Terminal Value
Taking into account assumptions regarding maintenance costs, vacancy rates and market rents.

There are inter-relationships between unobservable inputs. Expected occupancy rate may impact
the yield with higher occupancy rate resulling (o lower yields. An increase in Tuture rental income
may be linked with higher costs, If the remaining lease term increases, the vield may decrease.

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

Rental revenue recognized for investment propertics and direct operaling expenscs incurred for the
leasing operations in 2014 and 2013 arc as follows:

2014 2013
Rental revenue 211,185,918 P227,088,111
Direct operating expenses 165,711,783 | 54,955,181
Profit arising from investment propertics
carried at fair value _Pd45474,135  $72,132,930

Direct operating expenses include staflf costs, general and administrative expenses, depreciation and
amortization and bank charges,

There are no restrictions on the Company’s title on investment properties nor are they pledged as
security for liabilities.

In 2013, the Company and SPRC entered into a Deed of Absolute Sale for the sale of a parcel of
land owned by the Company with a total square meter area of 9,852 located al Intemmal Road,
Shangri-la Place, Mandaluyong City for a total consideration of #640,380,000. This resulted to a
loss on sale of the land amounting to B344,820,0040.
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11. AFS Financial Assets ki

This account consists of:

2014 2013
At cost - unguoted 279,274,352 B79.274,352
At fair value - quoted
Acquisition cost 9,121,515 9,121,515
Cumulative changes in fair value 4,875,000 4,375,000
13996515 13,496,515 _

293270867  P92,770.867

S e

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

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

Management intends to dispose the quoted and unquoted equity shares through sale, as the need
arises.

The following table presents the movements in the carrving amount of AFS financial assets:

December 31, Change in - December 31, Change in December 31,

2012 Fair Value 2013 Fair Value 2014

At cast - unquoted  BY9.274 352 P P70.274 352 P PT9.274,352
At fair value -

quoted 13,196,515 300,000 13,496,515 300,000 13,996,515

PO2470,867  P300,000  P92,770,867 BS00,000 193,270,867

The movement in the cumulative changes in fair value of AFS financial assets is as follows:

2014 2013 2012
Beginning balance B4,375,000 B4 075,000 P2 965,000
Increase in fair value i S00.000 300,000 1,010,000
Ending balance — P4.875,000 B4,375,000 24,075,000
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12. Property and Equipment

This account consists of:

e e TR | SR e
—— S R 2 oy
Fixtures and
Building Leasehold  Transportation Crther
. Improvements Improvements  FEquipment Equipment Total
Cost
Beginning balances PIT100,077  P13,676,483 #25,022,952  P24,221,168  PLO0,020,680
Additions L §13,749 = ~ 4,555,568 5,369,317
Ending balances 37,913,826 13,676,483 15,022,952 18,776,736 105,389,997
Accumulated Depreciation
and Amaortization
leginning balances 3,464,430 13,676,483 18,122,141 19,932,357 55,195,411
Depreciation 1782650 i 3.880,219 2,933,687 9,616,550
Ending balances 1,247,080 13,670,483 22,002,360 22,886,044 04,811,967
Met Book Values B3 1,000,740 S 3,020,592 £5,8%0,692 P40,578,030
2013
Furniture,
Fixtures and
Building Leaschold  Transportation Other
Improvements  [mprovements FEquipment Equipment Total
Cost
Beginning balances P34,095.278 PI3.676,483 P25,528,054 P23.316,323 PaG,616,138
Additions 3,004,790 - v 904,845 3,909,014
Disposals - — (505,102 - (505,102
Endingbalances 37100077 ___ 13,676,483 35,022,952 24,221,168 ___ 100,020,680
Accumulated Depreciation
and Amaortization
Beginning balances 1,831,277 13,676,483 13,786,100 17,399,350 46,093,210
Drepreciation 1,633,153 = 4,793,929 2,533,007 5.9460,089
DHsposals = = {457.888) - (457,888}
Ending balances 3,464,430 13,676,453 14,122,141 14,532 357 55,195,411
Met Bool “v’nl_l;i;ﬂ&_m_ P33,035,647 P Ba, 900 811 BLIRREN 244 8523 269

Costs of fully depreciated property and equipment that are still being used in operations amounted
to 842,325,632 and B335,380,649 as of December 31, 2014 and 2013, respectively. There are no
restrictions on the Company’s title on the property and equipment and there are no property and
equipment pledged as securily for labilities.

13, Accounts Payable and Other Current I:};:lailities

2014 2013
Trade:
Accounts payable B23,053,914 B14d 940 035
Payable to contractors and suppliers 44,347,825 44,347,825
Accrued interest 26,238,354 21,209,377
Accrued expoenscs 26,247,763 25,998,663
(Forward}
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— 2014 2013
MNontrade:
Payables to related partics P541.822,116 B325,878.409
Ctput VAT 3,528,543 2314546
Withhelding taxes 2,397,357 2056598
Advances [rom condominium unit buyers - | 70,260
__ Others 859,554 722,721

P605,495,456 P637,638,434

o T e R

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

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

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

Output VAT represents tax due and payable after deducting the corresponding input VAT,
Withholding taxes payable are expacted to be settled within the next financial year.

Advances from condominium unit buyers pertain 1o the amounts received in advance rom

condominium unit buyers of TSFSP for utilities, maintenance, repairs of common areas and titling

fees. They will be paid to The 5t Francis Shangri-la Place Condominium Corporation
(TSFSPCC), an affiliale, when demanded.

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

There were no derecognized long outstanding liabilities in 2014 and 2013.

. Long-term Loan

O July 30, 2012, the Company obtained a ten-year loan [acility from a local bank amounting to
B3 000,000,000 with interest based on the higher between the three-month Treasury Bill rate as
published in the PDST-F plus a spread of 0.73% per annum and the BSP overnight borrowing rate.
The Company has a one-time option to convert 1o a fixed rate. The loan is payable in 24 equal
guarterly installments commencing on the 17th quarter from the initial borrowing date, it is
secured by a “negative pledge’ on all present and future assets of the Company and is subject to a
debt service coverage ratio, which was complied with by the Company. As of December 31,
2014, total drawdown from the facility amounted 1o B3,200,000,000.

On February 12, 2008, the Company obtained an unsecured ten-year term loan facility from two
local banks amounting to B3,500,000.000 with interest based on the higher between the
PDST-F rate plus 0.75% per annum and the BSP overnight borrowing rate. The loan is payable in
24 equal quarterly installments commencing on the 17th guarter from the initial borrowing date
and is subject to a certain debt-to-equity ratio which was complied with by the Company. The
Company has fully drawn the facility as of December 31, 2009,
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The current and noncurrent portions of this account as of December 31 and its movements during
the year are as follows:

L 2014 2013
Beginning principal balance B4.779,160,667  P4,062,300,000
Progeeds from loan availment 900,000,000 1,300,000,000
Principal payments during the vear _(583,333,334) (283,333,333)
Ending principal balance 5,095,833,333 4.779.166,667
Less current portion ; 583,333,333 583,333,333

MNoncurrent p ortion B £4,512,500.000 $£4.195,833 334

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

Y ear . Amount
2015 Bo83.333 333
2016 716,666,667
2017 1,116,6606,667
2018 679,166,667
2019 533,333 333
2020 533,333,333
2021 333,333 333
2022 400,000,000

P3,095,833,333

Interest expense arising from the above loans charged to profit or loss amounted to B186,162,235
and BLGSL69T,752 in 2014 and 2013, respectively.

15, Treasury Shares
There are 2,140,645 shares amounting to B6,850,064 that are in the ftreasury as of
December 31, 2014 and 2013, There are no movements in the Company’s treasury shares in 2014
and 2013.

16. Retained Earnings

Under the Corporation Code of the Philippines (Code), stock corporations are prohibited from
retaining surplus profits in excess of 100% of the paid-up capital, except under certain conditions
as provided in the Code. As of December 31, 2014 and 2013, the retained eamings of the
Company are in cxeess of the paid-up capital by B2.373,501,423 and $1.912.816,708,
respectively.

To comply with the Code, the Company is declaring dividends annually in excess of the retained

earnings available for dividend declaration over the paid-up capital computed based on SEC
Memorandum Circular No. 11, Series of 2008,
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The Parent Company’s Board approved the declaration of the following cash dividends for the
years ended December 31;

Diate of Declaralion Record Date Total Per Share

2014
February 19 March 17 P333,484.129 POLOTO
August 14 Augusi 29 309,375,117 0.065
g o Pa42,850.246 B0.135

2013
February 27 March 13 B285.843 539 £01.06a0
Auaust |4 Aungust 30 237,967,698 0.050
Bal3 811,237 20110

2012
February 17 March 3 P200,090.477 BO.042
Angust 23 September 15 190,586,769 0.040
B100,477,246 20,082

As of December 31, 2014 and 2013, unpaid dividends amounted to 24,294,914 and 220,844,008,
respectively,

17. Staff Costs

This aceount consists of

2014 2013
Salaries and wages P51,490,321 B51,222,043
Retirement benelit costs (Nole 18) 6,333,446 A.935,730
Employee benefits 5,486,754 5,196,594
(thers . 1,756,509 1,578,763

#65,067,030 £64,934,059

15, Retirement Benefits

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

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

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

o S 20RE 2013
Current service cost 6,467,400 Po, 980,000
Met interest cost
Interest on defined benefit obligation 2,426,740 2,688,700
[nterest from fair value of plan asscts (2,560,694) (2,732,941}
—— B6,335,446 £6,935,759

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

. 2014 2013
Actuarial loss (gain) in defined
benelil obligation Bo,640,540 (B2,610,265)
Return on plan assets (excluding amount included in
net interest) 5,511,404 (2,429 353}
Change in the effect of asset ceiling (3,018,101} 3,018,101

19,133,843 (B2,021,517)

The accrued retirement benefits (retirement asset) recognized in the statement of (inancial position as
part of “Accrued emplovee benelits”™ were detenmined as [ollows:

i —— 2014 2013
Present value of defined benefit obligations B70,015,100 B37.800,901
Fair value of plan assets (59.,817,399) (62,768,109}
10,197,701 (4.901.208)
Restrictions on asset recognized = 3,018,101

£10,197,701 (P1,883,107)

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

2014 2013
Beginning balance B2,182,084 22,942,600
Current service cost 758,900 652,240
Interest cost 98,345 165,400
Actuarial loss (gain) arising from:
Changes in financial assumptions GO2,700 (66,2000
Experience adjustments (231,4110) (833,440}
Benefits paid (991,934) {6T8,516)
Ending balange = 2,718,685 B2 182,084
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The movements in the fair value of plan assets are as follows:

i e T e — 2014 2{}13-\“
Beginning balance 262,768,109 B31,420415
[nterest income 2.5060.694 2732041
Expected return on plan assets (5,511.,404) 2,429,353
Contributions paid = 6,185,400
Ending halance P59,817,399 B62,768,109

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

2014 2013

Cash in banks P20,945,528 P21,978,742
Investments in debt instruments:

Treasury notes and bonds 35,910,809 37,682,240

Corporate notes and bonds 2,961,062 3,107,127

P59,817,399  P62,768,109

L e

The effect of the assct ceiling as of December 31, 2013 is as follows:

{1) Net asset RI,216,996
{2) Present value of available refund 1,883,107
(3% Asset limit to be recognized in the parent

company statement of financial position

[Lower of (1Y and (23] 1,883,107
Unrecognized asset due to asset limit 3,018,101
Asset to be recognized in financial position B1,883,107

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

The principal actuarial assumptions used are as follows:

s 2013

Future salary increase rate 5.00% 4.00%
Discount rate 4.44% 4.25%
A scale of 10% at age 20 A scale of 10% at age 20

Turnover rate decreasing to 0% at age 45 decreasing to 0% at age 45

Maortality rate is based on the 1994 Group Annuity Mortality {GAM) Table for both 2014 and 2013.

The discount rates used is a single weighted average rate based on bootstrapped Philippine Dealing
Systermn Treasury Reference Rates (PDST-R2) at various tenors as of December 31, Rates for
miermediate durations were interpolated. The rates were then weighted by the expected benefit
payments at those durations to arrive at the single weighted average discount rate.
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The turnover rate represents the proportion of current plan members who will resign from service

prior to their retirement date and hence be entitled to resignation benefits instead of retirement
benefits.

There were no changes from the previous period in the methods and assumptions used in preparing
sensitivity analysis.

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

Significant Assumptions
Discount rate
Increase of 1% B65 415,200
Actual 70,015,100

Delined Benelit Obligation

Increase of 1% 75,270,900
Future salary increase rate
Increase of 1% 74,833,100

Actual TO015, 100
Decrease of 1% 65,713,600

The management performed an Assct-Liability Matching Study (ALM) annually. The overall
investment policy and strategy of the Company’s defined benefit plan is guided by the objective of
achieving an investment return which, together with contributions, ensures that there will be
sufficient assets to pay retirement benefits as they fall due while also mitigating the various risks
of the plan. The Company’s current strategic investment stratepy consists of 60% treasury
investments, 3% corporate investments and 35% cash.

The Company does not expect to contribute to the defined benefit plan asset in 2014,

The average duration of the defined benefit obligation as of December 31, 2004 and 2013 ranges
from 12 to 30 years and 13 to 31 years, respectively.

Shown below 1s the maturity analysis of the undiscounted benefit payments:

Expected Benefit Payments
Other than

Mormal Mormal
Plan ¥ car Retirement Retirement Total
Less than one vear P PH53.244 B853,244
More than one year to five years 36,599.077 3,228,892 39 827,960
More than live vears 1o 10 years 42,752,391 4,371,799 47124190
More than 10 years to 15 years 37,761,733 3,385,631 41,147,364
More than 15 years to 20 years 28,720,603 2,023,376 31,343,981
More than 20 vears 04,036,973 3,740,655 67,777,628
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1%, General and Administrative Expenses

2014 2013
Professional fees and outside services B20,511,915 B17,339.711
Carpark 7,673,650 8,506,001
Rent (Note 22) 3,592,934 J.BIR413
Condominium dues (Nole 22) 2,445,042 1,597,067
Transportation and travel 2,336,024 2,445 270
Telephone and communication 2,171,372 2,067,839
Repairs and maintenance 2,150,546 2,291,002
Janitorial, security and other services 2,166,751 2,009 049
Membership fees and dues 2,029,506 1,874,161
Utilities 1,750,856 2,248,940
Supplics 1,399,884 1,426,146
Entertainment, amusement and recreation 740,564 715,709
Insurance 284,802 284,108
Reproduction charges 236,159 236,993
Donations - 3,778,343
Others R 2,841,110 1,220,476

£52,331,415 B33,859,318

Taxes and licenses pertain to payment for business taxes, permits, real property taxes and other taxes
incurred by the Company,

20, Other Income

2014 2013

Gain on sale of property and equipment P B214,083

Banner income - 5,500

Others g 258,110 4907419
S P158.110 $5.129.902

Others pertain to various insignificant amounts such as income from penalties, unclaimed refunds
and back out buyers.

21, Income Taxes

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

follows;
- 2014 2013
Current:
MCIT £4,051,127 P6IBG.TTO
Final tax on inferest income 539,923 2,504,498
4,591,050 5,891,274
Deferred (8,009,950 (107,012,302)

(B3,418,200) (BO8,121 ,D%_'Sl
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b, The details of net deferred income tax labilities as of December 31 are as follows:

2014 2013
Deferred income tax assets;
Accrued staff costs and expense accruals
not subjected to withholding tax P23,017,081 P16,578,556
Excess MCIT over RCIT 4,745,080 693,953
Unamortized funded past service cost 1,586,604 2014359
Allowance for impairment 034,322 639,613
30,283,687 19,926,481
Deferred income tax liabilities:
Unrealized gain on cumulative Fair value
adjustments of
Investment properties 2,608,006,432 2.608,671,004
AFS financial assets 1,462,500 1,312,500
Unrealized loreign exchange gain 145 846 474,081
2,610,214,778 2610457675
MNet deferred income tax liabilities P2,579,931,091 PB2590,531,194

c.  The unrecognized carrvforward benefit of MOLCO which can be claimed as deduction against
future taxable income will expire in the years indicated below:

Period of Availiment
Recognition Period Amount Applied Expired Balance
2014 2015 -2017 P128,896,333 P - PI128.3%6,333

The canylorward benefit of MOTT which can be claimed as tax credit against regular income tax
will expire in the years indicated below;

Period of Availment
Recognition Period Amount Applied Expired Balance
2013 2014 - 2016 B093,953 B- B B093,953
““““““ 2014 2015-2017 4,031,127 - 4,051,127

4,745,080 P P P4, 745 080

d.  The reconciliations of provision for income taxes at the statulory income lax rale lo provision
for income taxes in the profit or loss for the years ended December 31 are as follows:

SR o SRS
Provision for income tax at the
statutory income tax rale P330,055,518 B117,439,537
Adjustments for the income tax effect oft
Dhvidend income (370,475,800)  (239.,001,644)
Change in unrecognized deferred tax assets 38,668,200 =
Gain (loss) on fair value adjustment of financial
assels at FVPL (621,010} 487,346
Interest income subjected to final tax (272,113) (1,254,716)
Faxecess of MCIT over RCIT -~ (693,953}
Other nontaxable income, net of
___nondeductible expenses {(774,393) 24.902 402
Provision for (benefit from) income tax in
profit or loss _ (¥3,418,900) (P95, 121,02 S}

To

IR EREM AR



il i

e. The following are the provision for (benefit from) deferred income taxes directly recognized
in couity:

_ 2014 2013
Changg in fair value of AFS financial assets B150,000 PO0,000
Remeasurement gains (losses) on defined benefit

liability =2 (2,740,153) 606,455
Provision for (benefit from) incorme tax (¥2,590,153) B696,455

22. Related Pa;tjr Transactions and BalﬂﬂCE-S

Enterprises and individuals that directly, or indirectly through one or more intermediaries, control ar
are controlled by or under common control with the Company, including holding companies,
subsidiaries and fellow subsidiaries, are related parties of the Company. Associates and individuals
owning, directly or indirectly, an interest in the voting power of the Company that gives them
significant influence over the enterprise, key management personnel, including dircctors and officers
of the Company and close members of the family of these individuals, and companies associated
with these individuals also constitute related partics, In considering each possible related entity
relationship, attention is directed 1o the substance of the relationship and not merely the legal form.

The lollowing are the transactions with subsidiaries:

* A portion of the Company’s land where the Mall is located is being leased to SLPC for a
period of 25 years from January 6, 1993, Rental revenue iz calculated at 10% of SLPC's
annual rental revenue from mall operations plus a certain percentage of the carpark’s net
incorme,

= On January 16, 2002, the Company entered into an agreement with SPSI wherein SPSI was
granted limited usufructuary rights over the Company’s parking spaces for & consideration
equivalent to a certain percentage of SPSI's gross income less direct and indirect expenses.
The agreement is subject to renewal on a yearly basis.

*  On January 1, 2001, the Company entered into a cost sharing agreement with related parties for
the services rendered by the officers of the Company to them.

= The Company carns dividends from its subsidiaries.

= The Company leases its office space from SLPC for a period of three vears that ended on
May 16, 2013 and was extended for another three years that will end on May 16, 2016.

®  Pursuant to the MOA exccuted on Movember 9, 2009, the Company and SPRC agreed to
construcl and develop a commercial/retail building to be known as OSP, consisting of a
shopping mall, parking facilities and high-rise residential condominium building situated along
[nternal Road, Shangri-la Place, Mandaluyong City. Under the terms of the MOA, the Company
shall confribute cash to fund the construction and transfer the land in favor of a condominium
corporation once the latter is organized and legally qualified to own a land. SPRC, on the other
hand, shall provide the necessary funding for the construction of OSP and consultancy services
relative to the management thereol. The shopping mall, including the parking facilities directly
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beneath it, shall be allocated exclusively to the Company: while the high-rise residential
condominium building shall be allocated exclusively to SPRC. The parking facilities at the
podium level shall be allocated as follows: 8.00% to the Company and 92.00% to SPRC.

[n 2013, the Company and SPRC entered mio a Deed of Absolute Sale for the sale of a parcel of
land owned by the Company with total area of 9,852 square meters located at Internal Road,
Shangri-la Place, Mandaluyong City for a total consideration of 640,380,000, This resulted to
a loss on sale of the land amounting 1o P344,820,000. With the conveyance of the land, the
Company and SPRC have decided to rescind the MOA on September 30, 2013.

On May 8, 2003, the Company and SPRC agreed to develop a portion of the Company’s
property into a high-rise residential condominium building to be known as TSFSP Project by
virtue of a joint venture (JV) agreement. Under the terms of the IV agreement, the Company
shall contribute the land to the JV. SPRC, as the developer and project manager, shall provide
funding for the construction of TSFSP. It shall also provide the technical and consultancy
services relative to the management thercof. The resulting units in TSFSP shall be allocated
between the Company and SPRC, with each party taking ownership and possession of its
respective allocated units.

As of December 31, 2014 and 2013, the TSESP Project is 100.00% complete. The construction
of the project commenced in 2005,

Cerlain expenses are initially paid for by the Company (related party) and are subsequently
reimbursed by the related party (Company) to whom such payment was intended for, Cash
advances are also provided between the Company and related parties.

The following are the transactions with affiliates:

A portion of the Company’s land is being leased by EDSA Shangri-La Hotel and Resort, Inc.
(ESHRI), an affiliate, where the latter’s EDSA Shangri-La Manila Hotel (the Hotel) is located.
The lease is for a period of 25 years which commenced on August 28, 1992 and renewable for
another 25 years at the option of the lessee. Rental revenue is computed based an a fixed
percentage of the Hotel's room, food and beverage, dry goods and other service revenue.

The Company also pays condominium dues to TSFSPCC for utilities, maintenance and repairs
of common arcas of TSFSP and assessments or charges allocated to condominium uwnits that
have not been turned over to the buyers.

In its regular meeting on February 17, 2012, the Board passed and approved a resolution
wherein it will act as a surcty to the loan of FBSHI. FBSHI has secured a B10,000,000,000
long-term loan facility with a local bank to finance the completion of its project. Under the
contlinuing suretyship agreement executed between the Company and the local bank on
May 23, 2012, the Company agreed to be solidarily liable to the extent of 50% of any and all
amounts due under the loan agreement between FBSHI and the local bank. The local bank is
entitled under current jurisprudence to demand directly from the Company any and all
amounts due. Should demand be made, the Company will recognize a liability in its financial
statements.  As a result ol the business combination, FBSHI's obligation from the loan
agreement was transferred to SGCPI, the surviving entity after the merger with FBSHI. As of
December 31, 2014 and 2013, the Company has not recorded any liability in connection with
the loan,
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*  Certain expenses are initially paid for by the Company (related party) and are subsequently
reimbursed by the related party (Company) to whom such payment was intended for. Cash
advances are also provided between the Company and related parties.

The following are the transactions with key management personnel:

" Compensation of key management personnel for the vears ended December 31 consists of the

following:
s 2014 2013
Salaries and other short-term employee benefits B12,950,349 Bl12,486,554
Post-employment benefits 2,213,788 1,826,866
| P15,164,137 P14,313,420

There are no stock option plans for officers and employees and no other long-term benefits
aside from retirement benefits.

The following table summarizes the foregoing transactions:

Amount'Velume

Cptstanding Balance

2014

2013

24

2013 Terms Canditions
Fental Income
Suhsidiaries
fill-divy;
nosninterest- Unsecured;
SLPC Fllo 469410 PI37 860202 F11,216,8%0 BI1631 080 bearing no impatrmant
all-tay;
nominterest- Unsccured;
SPSI 5,832,401 7,461,777 BISATHR 9METE  bearing no impairimnent
Atz
B0-day:
noninteresl- Linsecnured;
ESHEL 35,205,600 8,171,704 25,822,596 24,164,833 bearing o iMmparment
P207511.420 P223493.695 _ POTST4I60 _ P35,765,191 I
Cost Sharing
Subzidiaries
fi-day;
nonentersst- Unzceurcd,
SLPC F13.9235,124 10447551 P13.634.40% #11,742 203 bearing na impainment
Ai-day
nomintersst- Unsecurad;
_KsA 2979302 581460 33,604 0083 bearing no impairment
B26904,516  PII0IBIOL _ PISG68.018  PL1,762,986
Dividend Inconse
Eubgidiarize
30 days from date of
declaration, Unzecunad;
SLPC P725,0080,000 2E00,000,000 P- B noninterest-bearing 0o impairment
30 davs from date of
declaration, Unsecured;
KaA 423,177,766 185,145,130 - noninterest-bearing  no impatrmant
30 days from date of
declaration; LInsecured;
5P 73,000,000 - - noninterest-bearing  no impainment

L
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Amount™Velume

< d6 =

Cutstanding Ralance

Inl4 013 204 2013 Terms Conditicns
30 davs from date of
eclarstion;, Unzecured;
Skl P4 208,000 B3, 500,000 24,200,000 B3 500,000 noninferest-DEAriNGg N0 impairment
30 diwvs from date of
deckaration; Unzceured;
SPMEI 4,000,000 3,000 [HD 4,000,000 5,000,000 neminterssl-hearing o impaiement
Affiliatas
Frown Swallow 30 days Trom date of
[revelopment declaranon,, [nsecured;
Corporation 2420000 1,008 A0 - noninteresl-bearing o impairment
30 days from datc of
Crreen Mangrove declaration; Unzesured;
__Realty, Inc, 1,119,250 1,908, 500 - - moninfgrest-bearing no impairment
BLIFEIITOG  PTUS6T0130 P, 200,000 28,300,000
Sale of Land
Subsidiary
On demaen:d; Unsecured;
~ EPRC B PARSIO6G00  PABSMG600  BSISZ06,600  noninterest-benring  no impairment
Rental Expense
Suhxidiary
30-day;
BLEE. .oosabon £3,502,934 FiglE413 P304,855 FUsn,d83 noninterest-hearing  Unsecured
Condomininm
Daes
Affiliare
30-thiy;
TSFSPCC 2,445,042 P':,ﬁ_?;.-',llil'gf_ - *1,28%,753 napinterest-bearing U:am;u;u;@
Compensation
Kew Managenient On demand;
Personnel B1I13,78% Pl4,315.420 L B noninterest-bearing  Unsecured
Subsidiaries and
Affiliates’
Sharein
Expenses
Suhyidiarizs
Chn demand;
noninterest- Unscoured;
SPRC BROS00,624  PLOSTA0EA00  PIAINTHIEF  B1OST208 405 bearing ne impairment
Chn demand;
noninterest- LInseoured;
SPME] 5,505,657 4,380,940 22422,272 17,174,662 hearing no impairment
i demand;
noninterest- Unseeurcd;
Spi 8,230,960 1,831,062 1,185,828 —  bearing ng impaiment
On demand;
neninterest- Unscoured,
SP3] #e0,280 1630,125 3Toe1h 307832 bearing a0 impairment
O demand,
noninierest- Limseowred;
EMEC 25,609 23847 1,037,217 1,011,608 hearing ne impairment
O demand;,
noninteresl- [Inzecured;
SFRIN 1,508 3.502 300,441 500,404 bearing na impaizment
O demand;
nominteres- insecured;
SGOHT 1,020 3728 S00,3846 500,127 buaring 1h0 I RAITITIEL
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Chntstanding Balance

2014

2013

4 2013 Torms ___Conditions
Affiliases
The Enterprise
Center O demand;
Condominium narinterest- Unzecured;
Coiporation B3ZIE006 B3 A85 4008 634,940 - hearing M impairmen
The Shang Grand
Teower On demand;
Condeminium nosnleresl- Unseeoured:
Corporalion 1,002,382 LYT2 A0 1,510,614 1,351 878 bzring na impatrment
O deeand,
nominlerest- Unscoured;
TEFRPCC 1337594 1,430,303 S60,0946 —  heering no imgpatement
Oin demand,
Fovyal Asia rmintersst- Unseoured:
Land, Inc. 1,722,521 03 248 134,751 270458 bearing no impairment
(On demand,
nominterest- Unsecured;
FESHI 1,568,905 648,425 AT0.504 149399 bearing e impairment
Cin demand;
noninterest- Unscoured;
I5P1 TR 104 a4 400 3.600,545 2,903,022 bearing ne impatrment
O demand;
neninlerss- Unscoured;
ESHRI 921,281 594,049 463,647 210510 bearing e impatrment
Clavall Oy demand:;,
Propestics, neninterest- Tlnsecured,;
Ine. w7 4,555 12,332 12,665 bearing ne impairment
O deamand;
noNiniCrest- Unsecured;
MERI 597 3,927 (T.A459) 30 bearing ne impairment
Oin demand;
Atea Tierra nonintercst- Linsecured;
Corporation - 1,537 - 3,537 bearing no inpaismenl
O demand;
noninterest- Unsecured,
Others 6,310,357 9422701 9,850,247 5651,984 bearing with impairment
PI13,920212 PLOR3045T32  Pane910817 FILOGLITETIZ -
Sharein
Subsidiarics and
aAffiliates?
Expenses
Suhsidiaries
On demand,
noninterest-
SPD1 - P51 470,111 B539,152,062 B319.301 810 bearing Unsecurcd
On demand,
naminterest-
SPRC 63,342,950 334,778,548 1,136,141 1,261,043 heiring Unsceured
O dermand,
naminterest-
SLPC 15,993 546 18,330 651 65,630 1377401 bearing Unsceured
Affiliates
O demand;
N inercs-
ESEIRT - 1,875282 - 9352 hearing Unsecurcd
On demasnd;,
noninterest-
Others G65,644 673,423 360,389 ROZ507 bearing Unzecured
BROOOZ 440 PR2T 141,015 PSAILS17,23] PR3 632073
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23, Commitments and Contingencies

On July 14, 1993, a complaint was initiaily filed before the Regional Trial Court (RTC) - Pasig by
the principal contractor of the Mall against the Company and the Board for the recovery of the
balance of alleged unpaid construction work, compensatory and moral damages, legal fees and
litigation costs totaling to about B122,000,000, exclusive of interest. In the answer ex abundante
ad coutelam, as a counterclaim, the Company is asking for approximately B182,000,000 in
overpayment plus £7,000,000 in damages and litigation costs. Due to technical reasons, the
principal contractor re-filed the case on or about June 23, 1998 with the Construction Industry
Arbitration Commission {CIAC).

On October 27, 1998, the RTC - Pasig issued an order directing the parties to arbitrate their
dispute under the Arbitration Law. A similar order was issued by the CIAC on February 3, 1999
dismissing the procecdings instituted before it by the plaintiff. The plaintifT, accordingly, served a
demand for arbitration dated April 5, 1999 under the provisions of the Arbitration Law,

The arbitration hearing, during which both the Company and the principal contractor were given
the opportunity to present their witnesses, commenced in December 2006 and ended with the
decision of the Arbitral Tribunal promulgated on July 31, 2007, In its decision, the Arbitral
Tribunal awarded to the principal contractor the sum of 45,905,987, and to the Company, the
sum of 8,387,484 (net award to the principal contractor was B38,518,503).

The principal contractor has appealed the Arbitral Tribunal's decision to the Cowrt of Appeals,
praying for the award of the full amount of its claim. The Company has partially appealed the said
decision, praying for the reduction of the award to the plaintiff. The Court of Appeals, in its
decision dated August 12, 2008 and resolution dated April 16, 2009, awarded to the principal
contractor P24,497 556, unpaid progress billings based on the original scope of work, and denied
the Company of its motion for partial reconsideration.

On June 5, 2009, the Company filed a Petition for Review on Certiorari to the Supreme Court
praying to issue an order or decision: (a) declaring the Company as not liable 1o the principal
contractor for unpaid progress billings based on the original scope of work, (b) ordering the
principal contractor to pay the Company B7,590,000 as liquidated damages, and (¢) setting aside
or reversing the Court of Appeal’s decision and resolution insofar as they are adverse to the
Company. On a Petition for Review on Certiorari dated June 11, 2009, the principal contractor
prayed to the Supreme Court to modify the decision and resolution of the Court of Appeals, to
award the principal contractor the full amount of its claim. Both petitions are pending resolution

by the Supreme Court as of March 27, 2015.
The Company has other pending legal cases which are being contested by the Company and its

legal counsels. Management and the legal counsels believe that the final resolution of these cases
will not have a material effect on the Company’s financial position and results of operations.
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24, Leases

Company as a Lessor

The Company entered into operating lease agreements with related parties covering the freshold
land, a building and its improvements. The Company also leases certain commercial areas at
TSFSP 1o third parties. The lease agreements, where the Company is the lessor, praovide for a
fixed monthly rental or a certain percentage of gross revenue,

Rental revenues are as follows:

2014 2013
Percentage basis B2T7.511.,420 P223,493,695
Fixed monthly rental 3,074,498 3,594,416

_ P211,185918  P227,088,11]

Total future minimum lease collections under the non-cancellable operating lease with fixed
monthly rental are as follows;

2014 2013

Within one yvear P2,709,661 B3 836,308
More than one year but not more than five vears - 2,769,001
___ P2,769,661 P6,606,059

Company as a Lessee

The Company leases its office space from SLPC. Total future minimum lease payments for this
non-cancellable operaling lease are as follows:

2014 2013

Within one year 23,757,447 B3.385,790
More than one yvear but not more than five vears 1,760,585 5,365,599
. 25,518,032 BE951,389

i

Fair Value Measurement

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

Fair Value Measurement Using

MQ_JDIE:d Prices Significant Significant
in Aclive Observable Unobscrvable
Warkets Inputs [nputs
(Level 1) (Level 2) {Level 3) Taotal
Assets Measured at Fair Value
Financial assets at FVPL P3426,453 - B P3,426.453
Investinent properties;
Land - 781,000,000 - 7,981,000,000
Buildings - - 503,270,219 505,270,219
L T,081,000,000 505,270,219 £486,270,219
AFS financial assets - quoted 13,906 515 _ 13,996,515
P17,422,968 #?,Qﬂ,ﬂ'q{i,ﬂﬁﬂ f_ﬁ '3512'?1},% 1 9 B 500,266,734
(Forward)
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Fair Value Measurement Using

Quoted Prices Significant Sigoificant
in Active Dbservable Unobservable
Markets Inputs [nputs
_ {level 13 [Level 23 (Level 3) Total
Assets Tor which Fair Values are St
Disclosed
Laoans and receivables:
Receivables:
[nstallment contracts
receivable P 22,364,500 P P2.364.500
Refundable deposits - 425424 - 425,424
L 2,789,924 - 2,789,924
AFS linancial assets — unquoted = 79,274,352 70374 352 ’
— P- P2 780,924 ____P79,274,352 BEZ 064,276
Liabilities for which Fair VYalues are
Disclosed
Long-term loan P P5,095,833,333 P— B3 195,8335333
Dreposits from tenants - 99,039 909,019
_ B P5098,832,372 B P509G,832372

The following table provides the fair value measurement hierarchy of the Company’s assets and

liabilities as of December 31, 2013:

Fair Value Measu

rement sing

Choted
Prices in Significant Significant
Active Chservable Unohservahle
Markets Inputs Inputs
(Level 1) (Level 2) (Level 3) Total
Assets Measured at Fair Value i
Financial assets at FVPL B1,356,419 P 71,356,419
Investmenl properties; - .
Land - TOELOG0,000 - T9E1,000,000
Buildings = - 497,350,428 407 350,426
— 981,000,000 497350426 3.478.350,426
AFS financial assets - quoted 13,496,515 - 13,496,315

P14,852,934 P7,981,000,00

P497,350,426 _P8,493,203,360

Assets for which Fair Values are

Diselosed
Loans and receivables:
Receivables:
[nstallment contracts
receivable B B2.801,108 - B2.E91,108
Refundable deposits — 357,424 - 357,424
oy - 3,248,532 3,248 532
AFS financial assels — unguoled = - T9.274,352 79,274,352
E-- P3,248,532 £79,274,352 PR2,522 8R4

Liabilities for which Fair Values

arc Disclosed
Lomg-term loan
Deposits from lenants

B- B4,779,160,007
999,039

P- B4,779.166,007
- 599,035

P— P4T780,165,706

P-  P4,780,165,706
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The Company’s policy is to recognize transfers into and transfers out of fair value hierarchy levels
as of the date of the event or change in circumstances that caused the transfer.

There have been no assets and liabilities transferred between Level 1, Level 2 and Level 3 during
the perind.

. Financial Instrumenis

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

Financial Assets ai FVPL

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

Cash in Banks and Cash Equivalents; Receivables Other than installment Contracts Receivable
and Refundable Deposits; Accounts Payable and Other Curvent Liabilities

Due to the short-term nature of these financial instruments, their carrying values approximate their
fair values.

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

Refundable Depogsits and Deposits from Tenants

Refundable deposits and deposits from tenants were not discounted because management has
assessed that the undiscounted amounts approximate their amortized costs, thus, the carmrying
values of these financial instruments approximate their fair values,

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,

Long-term Loan
The carrying value of the long-term loan approximates its fair value because of recent and
guarterly re-pricing based on market conditions.

Fair YValue Hierarchy
The fair value hierarchy of the financial instruments is disclosed in Note 25.

i

Financial Risk Management Objective and Policies

The Company’s principal financial instruments comprise cash and cash equivalents, financial
assets at FVPL, loans and receivables, AFS financial assets and other financial liabilities. They
are held primarily to finance the Company’s operations and capital expenditures. The Company’s
financial instruments, such as cash and cash equivalents, trade receivables and trade payables,
arise directly from the conduct of the Company’s operations.
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The main risks arising from the use of the financial instruments are interest rate risk, credit risk
and liquidity risk. Management has assessed that foreign exchange risk and equity price risk are
insignificant to the parent company Tinancial statemenis,

Risk management is carried out by the Company’s management under policies approved by the
Board, The Company’s management identifies and evaluates linancial risks in ¢lose cooperation
with the Company’s operating units.

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

lnferest Rate Risk

Interest rate risk arises Trom the possibility that changes in interest rates will affect future cash
flows or the fair values of parent company financial instruments. The cash flows of the
Company’s bank loans that are exposed to interest rate risk as of December 31, 2014 are disclosed
in Note 14,

Interest rates on all bank loans are based on the higher between the PDST-F rate and the BSP
overnight borrowing rate,

The Company’s inlerest rate risk management policy focuses on reducing the overall interest
expense and exposure to changes in interest rates. Changes in market interest rates relate
primarily to the Company’s interest-bearing loan with floating interest rate as il can cause a
change in the amount of inlerest payvments.

Interest on financial instruments with {loaling rates is re-priced at intervals of less than one year.
Interest on financial instruments classified as fixed rate s Nxed untl the maturity of the
instrument. The other financial instruments of the Company that are not included in the tables
above are noninterest-bearing and are therefore not subject to interest rate risk. The Company
invests excess funds in short-term placements in order to mitigate any increase in interest rate on
borrowings.

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

Effect on

Change in Income before

Interest Rate Income Tax
2014 Increase by 0.95% (B48,410,417)
Decrease by 0.95% 48,410,417

2013 Increase by 0.50% (22,072,917
Diecrease by 0.50% 22072917

There is no other effect on the Company’s equity other than those already allecling profit or loss,
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Credit Risk
Credit risk is the risk that the Company will incur losses because

its counterparties will fail to

discharge their contractual obligations, The Company has no significant concentration of 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 operstion, lenanis are subjected

to credit evaluation and are

required to put up security deposits and pay advance rentals, if necessary.

The table below shows the maximum exposure to credit risk for
assets in the parent company statements of financial position:

cach component of [nancial

04 2013
Financial assets at FWVPL L P3.426,453 P1,356,419
Loans and receivables:
Cash and cash equivalents® 414,460,518 493,438,536
Receivables;
Rent 37,874,961 36,766,191
Installment contracts receivable 2,304,500 2,891,108
Related parfies®* 915,002,873 1,796,846,298
Advances to officers and employees 499,283 494,616
Interest 217,330 309,530
Others### 287,023 036,483
Refundable deposits o 425424 357424
et g i 1,371,131,918 2,334,040,186
AFS financial assets 93,270,867 92,770,867

* Excludes cash on hand of BIT,219,360 in 2014 and P99.568 in 2013
BNt of allowance for impairment logses of POR2,362 in 20114,
¥¥ENet of allowance for fepairment lossey of B2,732,043 in 2004 and 200 3.

P1,467,829,238 P2,428,167,472

The following tables provide information regarding the credit risk exposure of the Company by
classifying its financial assets according 1o the cradit ratings of the debtors as of December 31;

2014

MNon-investment Non-investment

Grade: Grade:  Past Due and
Satisfactory Unsatisfactory Impaired Total
Financial assets at FVPL P3.426,453 B— B 23,426,453
Loans and receivables: '
Cash and cash equivalents® 414,460,518 - - 414,460,518
Receivables:
Rent 37,874,961 - - 37,874,961
Installment contracts receivable 2,364,500 = - 2,364,500
Related parties 915,985,235 - 082362 916,967,597
Advances to afficers and
employvess 499,783 - - 499 183
Interest 217.336 - - 217,330
Others 287023 - 2,132,043 2,419,066
Refundable deposits 425,424 - 425,424
1,372.114,280 - 3,114,405 1,375,228.685
AFS financial assefs 93,270,867 - 93,270,867
P1,468,811,600 P P3,114.405  1,471,926,005

i Excludes cash on hand af BIT 219, 360,
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The following tables provide information regarding the credit risk exposure of the Company by
classifying its financial assets according to the credit ratings of the debtors as of December 31:

B 2013
Meither Past Due nor Impaired
Mon-investment Mon-investment

Grade: Grade; Past Due and
o o saudsfactory  Unsatisfactory Impaired Tatal
Financial assets at FVPL Bl,356410 P P- PrL3s6 419
Loans and receivables:
Cash and cash equivalents* 495 438,536 - 495 438,536
Beceivables:
Rent 36,766,191 - - 36,766,191
Installment contracts receivable 2,891,108 - - 2,891,108
Related parlics 1,790,846, 298 - 1,796,846.298
Advances to officers and
emplovees 494 616 - 494,616
Interest 309,530 - - 3049 530
Cithers 036,483 - 2,132,043 3,068,526
Refundable deposits 357,424 - 357,424
2,334.040,186 - 2,132,043 2,336,172,229
AFE financial assets 92,770,867 - 92,770,867
le,gg_?__s_, 167,472 B B2 132,043 B2 4302003513

* Excludey cavh on Aand of P8 SGE, o

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 that are long outstanding
and have been provided with allowance [or impairment losses.

The credit quality of the financial assets classified under neither past due nor impaired was
determined as follows:

Cash and cash equivalents, financial assets classified at FVPL and AFS financial assets are based
on the nature of the counterparties and the Company’s internal rating system.

Recervables which are satisfactory pertains (o receivables from existing and active tenants, 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 employved by the Company.

Liguidity Risk

Liquidity risk is the risk that the Company will not be able to settle or meet its obligations on time
or at reasonable prices. The Company maintains sufficient cash and cash equivalents in order to
fund its operations. The Company monitors its cash flows and carefully matches the cash receipts
from its condominium sales and leasing operations against cash requirements Tor its operations.
The Company utilizes its borrowing capacity, 1f necessary, to further bolster its cash reserves.
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The tables below summarize the maturity profile of financial assets compared with the contractual

undiscounted payments of financial liabilities in order to provide a complete view of the
Company’s lguidity as of December 31:

~— 014 )
Over 1to 3 Over 3to 5
Within 1 Year Years Years  Owver 5 Years Total
Financial Assets
Financial assets at FVPL B3 426,453 B # P B3,426,453
Loans and receivables:
Cash and cash  cquivalents 425,672,878 - - - 425,670,578
Reeeivables:
Fent 37,874,961 - - = 37,874,961
Installment contracts
receivable 2,364,500 - - = 2,304,500
Felated partics 915,985,235 - - J 015,985,235
Advances to officers
and employess 499,283 - - 499,283
Interest 17,550 - - = 217,336
Oithers 2,419,066 B = o 2,419,066
Relundable deposits - 415,424 - - 425,424
1,385,040,259 425,424 % —  1,385.465,683
AFS financial asscts 93,270,867 - i - 93,270,867
. ____ P1481,737,579 P425434 P- B- #1,451,163,003
Other Financial Liahilities
Accounts pavable and
other current labilities* P662,238,236 B - B- P002,235,236
Long-lerm loan 583,333,333 1,833,333,5333  1,212,500,000 L4aa 006,667  5,095,833,333
Deposits fram Lenants = 209,039 = - 4499,039

#1,245,571,569  P1,834,332.372 #]. 211 SOL000 - PL4a6,060,607 £3,759,070,608
® Excludes revervarmnpczy.-zhf.z, output VAT, deferved output VAT and withfiolding taves guprepating P6,257,220.

2013
Orver 1 to 3 Ohver 3o 5
Within 1 Year ¥ oars Y cars Owver 5 Years Toral
Financial Assets
Financial assats at FVPL PL356419 P— - B1.356414
Loans and reccivables:
Cash and cash equivalents 495,538,104 — - - 495,538,104
Rteceivables:
Trent 36,706,191 - - 16,766,191
Instaflment conlracls
reccivable 2891,108 - — - 2,891,108
Eelated parties 1,796,846, 298 - - ~ 1,796,846, 298
Advances to officers and
cmployesas 104,616 - - - 494 016
Refimdable deposits 157 424 - - - 357424
Interest 209,530 = - . 309,530
Oihers 236,453 -- - - 036,483
2,334,139,754 -- - —  2,334,139,754
AFE financial asscts Q1770867 = - - Q2,770,867
P2 428,267,040 P— P— P— P2 428,207,040
Other Financial Liahilities
Accounts pavable and
other current linbilitics™® PG631,495,528 P- P =~ 031,493,528
Lang-term laan 662,250,130 1,494 875,625 1.638,5998,443 14305394000 5,226,7T18,228
Deposits from tenants = Q95,038 = 099,039

1, 293 743,638 P1,495874, 664 £1, 6.23 598, 46; B1,430,394,010 £5 859,212,795
*Frcludes reservaiion lr;c.r_}c.rbf? m:rpue' VAT, cleferved oulpd VAT and wr.fhr“zm"dn?g taxes agoregating P6, 142,906,
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28. Capital Management
The primary objective of the Company’s capital management is to ensure that it maintains a strong
credit rating, comply with externally imposed capital requirements, and maintain healthy capital
ratios in order to support its business and maximize stockholder value.
The Company manages its capital structure and makes adjustments 1o it in light of changes in
economic conditions. To maintain or adjust the capital structure, the Company may adjust the
dividend payment to stockholders, return capital to stockholders or issue new shares. No changes
were made in the objectives, policies or processes in 2014 and 2013,
The Company monitors capital using a gearing ratio, which is net debt divided by capital. The
Company includes within net debt bank loans less cash and cash equivalents. Capital pertains to
total equity.
- 2014 2013
Net Debt
Long-term loan B5,095,833,333  B4.779,166,667
Less cash and cash equivalents 425,679,878 405,538,104
= B 4,670,153,455  4,283,628,563
Capital
Total equity P14,307,376,196 PB13,852,675,170
Gearing Ratio 32.64% 30.92%
The Company was able to meet its capital management objectives,
29, Segnicnt Information N ’

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

The Company has operations only in the Philippines.

In 2014 and 2013, the Company derives revenues from three main segments as follows:

FProperty Development

This business segment perlains to the sale of condominium, storage and parking units of the
TSESP project.

Leasing

This business segment pertains to the leasing of land and a building together with the carpark

operation. Significant portion of this segment comes from lease agreements with related parties.

Cithers
This business segment pertains to management services provided on real estate projects.
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The segment assets, liabilities and results of operations of the reportable segments of the Company
as of and for the vear ended December 31, 2014 are as follows:

Property
Development Leasing Others Total

Revenue/sales B660,245 B211,1R5,018 B- £211,840,163
Cost of sales {227,500) i {227,500)
Giross profit or revenue 432,745 211,185,918 211,618,663
Oither income = 258,110 - 258,110
General and administrative expenses - (52,331,415 - (52,331,415)
Staff costs (65,067,030 = (63,067,030}
Taxes and licenses {(38,308,714) — (38,598,714)
Depreciation and amortization - {9.616,556) = (9,616,556)
Segment results 432,745 45,830,313 46,263,058
Dividend income 75,000,000 1155917016 4,002,318 1,234,919,334
Interesl expense - (186,162,235) - (186,162,235)
Interast incoms 2,706,786 - 2,706,786
Loss on [air value adjustment of

financial assets at FVPL - 2,070,034 2,070,034
Foreign exchange gain — net - 486,151 486,151
Bank charges - (98.068) (9E,068)
Benefit from (provision for)
__incometax (129,824) 3,548,725 — 3,418,201

Net income for the }f“c_arr

B75,302,921 $1,024,298,722 4,002,318 P1,103,603,961

Segment assets

80,522,335 P22,606,605,304

P— B22.687,127,729

Segment liabilities

P2,812,500 P8,376,939,033

P—  P#§,379,751,533

Capital expenditures for the year

P

P13,289,110

. R 213,289,110

The segment assets, liabilities and results of operations of the reportable segments of the Company
as of and for the year ended December 31, 2013 are as follows:

(Forward)

Froperty

L Development Leasing Others Total
Revenue/sales P33.004 344 P227,088,111 B B260,092 455
Cost of sales {(13.442944) - - {13,442 944
Gross profit or revenue 19,561,400 227,088,111 - 246 649 51 i
Crther income - 5,128.902 - 5,129 902
Staff costs - (654,934,059 - (64,934,059}
Creneral and administrative expenses - (53,8530.31%) {53,859,218)
Taxes and licenses - (27,044,227 - (27,044,227)
Depreciation and amaortization - _{8.960,089) - (8,900,089
Segment results 19,561,400 T7.420.320 Q6,981,720
Dividend income - TER.645,137 8,027,009 796,672,144
Interest income - 12,530,713 12,530,713
Fereign exchange gain — net . 1,380,270 - 1,550,270
Loss on sale of land - (344,820,000) - (344 8200007
Interest expense - (169,697.752) - {169,697,732)
Loss on fair value adjustment of

financial assets at FVPL (1,624 485) {1,624 485)
Bank charges - (137488) - {157,4388)
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Property

Development Leasing {thers Tatal

Benelil from (provision for)
income tax (P3,868.420)  P103,989,448 P-  PY8121,028

Net income for the year _ PI3,692,980  P467.866,163  P8,027,009  P489,586,152
Sepment asscts BE1,2760,443 T21R00,578,069 P— P21,851,854,512
Segment liabilities PIO2 940 PRO29 076,402 P— PRO2Y 179342
Capital expenditures for the year B-  P432,589,552 B £42,589.552

30,

On Movember 25, 2010, the Bureau of Internal Revenue (BIR) issued ER 15-2010 to amend
coettain provisions of RR 21-2002 prescribing the manner of compliance with documentary and/or
procedural requirements in connection with the preparation and submission of financial statements
accompanying the tax returns.

On March 17, 2011, the BIR, through RMC No, 17-2011, proposed a standard format that can be
uscd as guide in complying with the requirements of RR 15-2010. The Company opted to use the
format provided by the RMC.

In compliance with the requirements sel [orth by BR 15-2010, hereunder are the information on
taxes, duties and license fees paid or accrued during the taxable year ended December 31, 2014.

The Company is a VA T-registered company with VAT output tax declaration of B36,107,918 for
the year based on the amount reflected in the Sales Account and wvarious collections of
P300,899,314.

The Company has no zero-rated/exempt sales.

The amount of VAT input taxes claimed are broken down as follows:
a. Beginning of the year B1,884.438
b, Current year’s purchases;

I. Capital goods subject to amortization -
II. Capital goods not subject 1o amortization 8,446,213

¢. Claims for tax credit/refund and other adjustments (8,983,494)
d. Balance at end of year B1,347.157

The Company did not have any importations or purchases of any product subject to excise tax in
2014.

The documentary stamp tax (DST) paid or acerued on the following transactions are:

Transaction o Aomount ST Thercon
Bank loan availment B900,000,000 B4 500,000
Contract of lease 192,538,089 192,539
QOthers 1,974,322 264 9,325,791
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Cither taxes and licenses:

S5O

a. Local
Real estate taxes P9 925 494
Business taxes 3,088,581
__ Community tax certificate 10,500

13,024,575

b, Mational
Documentary stamp taxes
Capital gains tax
BIR annual registration

14,018,330
2,962,200
500

16,981,030

£30,005,605

The amount of withholding taxes paid or acerued for the vear amounted to;

i. Tax on compensation and benefils
ii. Creditable withholding taxes

iii. Final withholding taxes

iv. Expanded withholding taxes

Tax Assessments and Cases

237,118,445
25,061,158
36286316

5,260,744

[n 2014, the Company paid the following delicicncy basic taxes, surcharges, compromise laxes

and interests.

- _ Basie Tax  Burcharge Compromise Tuotal
Income Tax £1,123,038 P B25,000  B2,178,150
VAT 469,727 16,000 937,180
EWT 1,837,505 5 25,000 3,038,592
FWT = - 700 76
5T 795,864 L 98,964 20,000 1,785 454
Miscellaneous Tax - - 30,000 20,000
I._EEEL £4,226,134 193,966 P136,700  P5,593,108

The Company has not received any Final Assessment Notice from the BIR as of December 31,

2014,

The Company is currently not involved in any tax cases, preliminary mvestigations, litigation
and/or prosecution in courts outside of the BIR.
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