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SHANG PROPERTIES, INC.
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Administration Office, Shangri-La Plaza Mall, EDSA cor Shaw Boulevard, Mandaluyong City 1550
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(632) 8370-2700
Issuer's telephone number, including area code

Former name, former address an_&—formeﬁscaﬁfear, ﬁchanae_d since last repo&:
Securities registered pursuant to Sections 8 and 12 of the SRC, or Sections 4 and 8 of the RSA.

Number of shares of common stock
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Common Stock 4,764,056,287 common shares

Are any or all of the securities listed on a Stock Exchange?
Yes{x] No[ ]
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Philippine Stack Exchange

Indicate by check mark whether the registrant:

(@) Has filed all reports required to be filed by Section 17 of the SRC and SRC Rule 17 thereunder or
Sections 11 of the RSA and RSA Rule 1H{a)-1 thereunder, and Sections 26 and 141 of the Corporation
Code of the Philippines, during the preceding twelve {12} months (or for such shorter period the
registrant was required 1o flle such reports).

Yes|x] No[ ]

(b) has been subject to such fiing requirements for the past ninety (80) days.

Yes[x] No[ ]



PART 1 ~ FINANCIAL INFORMATION

ftem 1. Statements

Please see attached.

em2.  Management’s Discussion and Analysis of Financial Condition and Results of Operations
Please see attached.
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Pursuant to the requirerents of the Securities Regulation Code, tha lssuer has duly caused this report
to be signed on its behalf by the undersigned thereunto duly authorized.

SHANG PROPERTIES, INC.

lssuer
By:
KARLO m ESTAVILLO RAJEEY GARG
Treasurer/Chief Financial Officer Group Financial Controller

Date of Signing: 17 May 2021
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Item 1.

PART 1 ~ FINANCIAL INFORMATION

Financial Statements

SHANG PROPERTIES, INC. AND SUBSIDIARIES
UNAUBITED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

Unaudited Audited
- . Notes March 31, 2021 Becember 31, 2020
ASSETS
Current Assets
Cash and ecash equivalants 3 1,637,781,493 1,540,970,914
Financial assets at fair value through profit or loss 4 32,679,478 33,626,210
Receivables-nat 5 5,592,317 682 4,996,338,314
Properiies held for sale ] 3,375,411,202 3,413,065218
Prepaid taxes and other current assel: 7 1.795.237 508 1,663,214 222
Total Current Assets 12,433,427 373 11,656,214 876
Non-Current Assets
investment in and advances fo an associate and 2
joint venture 8 2495444937 2,317 811,271
Investment properties i0 34,067,730.806 34,813,873.085
Available-for-sale (AFS) financial assets i1 797,568,498 797,568,486
Properly and equipment - net 12 11,418,345,944 11.684,592,560
Goodwill 260,870,864 269,870,864
Deferred income dax assets 562,443,680 485,150,772
Other noncurrent assets o . 13 moesrs 1084775797
Total Non-Current Assets . . 50,682,468 477 51,513,742 825
Total Assets 63,115,895,850 63,169,957, 701
LIABILITIES & STOCKHOLDERS® EQUITY
Current Liabilities
Accounts payable and other current liabilities 14 5,104,408,795 5,683,994,606
Current portion of
stallment payable 142,751,079 142,751,080
Bank loans 15 4,548,659 800 4,283,333,233
Deposits from tenants 16 580,117,832 614,727,181
Deferred lease income 35,128,835 41,298,111
Income tax payable 230,993,200 124,336,401
_Dividends payable _ - 52579005 _ _T4031,392
__Total Current Liabilities 10,695,974,837 10,954.472,104
Non-Current Liabilitles
Accrusd employee benefits 82,210,273 80,798,058
Bank loans- net of current partion 15 1.597,224,576 1.586,172,131
Deferred income tax tiabilivies B,003.018.445 8,018,041,563
Advance rental - net of current portion 232,861,500 232,861,590
Deposit from tenants - net of current porticn 18 525 276,686 540,045,750
Deferred Iease income - net of current partion 54,080,337 54.099,337
Total Non-Curreni Liabilihes 10,494,740,907 10,531,118,430
_TOTAL LIABILITIES o - 21,180,715,744 21,495,590 534
Stockholders' Equity
Capital stack - Peso 1 par value 17 4,764 058,982 4,764,058,982
Additional paid-in capital 17 834,438,607 834,439,607
Treasury shares {6,850,064) {6.850,064)
Equity reserves (141,132,608} (141,132,606}
Other components of equily 181,817,809 219,550,748
Retained earnings 30,440,056,262 30,053,859,054
_____Minonty inferest — 9,862 790,026 5,950.341.448
Total equity I _ 41,925,180,708 41,674,367,167
Total Liabilities and Equity 63,115,895,850 63,164,957,701

{See accompanying notes fo unautited consolidated financial statements)



SHANG PROPERTIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARNINGS

UNAUDITED
FOR THE QUARTER ENDED
March 31,2021 March 31, 2020
REVENUES
Condominium sales 502,863,458 646,305,525
Rental and cinema 468,863,927 755,383,445
Hote! operations L o o 185,302,688 642,921,021
- - 1,177,130,073 2,044,609,994
COST OF SALES AND SERVICES
Cost of condemmium sales 256,934 240 361,114,949
Cost of rental and cinema (7.959,380) 23.917.391
Cost of hotst operations 397,547 36¢ 570,196 848
- 646 522,216 964,220,188
GROSS INCOME 530,607,857 1,080,380,803
OPERATING EXPENSES
Staff costs 207 160,127 112,167 810
Taxes, licensas and fees 78,287,160 70,134,809
Depreciation 7.715.208 7,465,119
Insurance 4,339,571 5,033,816
General and administrative _ 126,509 746 256,801.826
- 424,011,813 451,703,380
OTHER INCOME
Intarest income 32653678 150,434,082
Foreign exchange gains-nat 1,406,023 683,156
Other income - net 131,896,206 41,923,584
. 165,955,797 193,040,802
INCOME BEFORE SHARE IN PROFIT OF ASSOCIATED
COMPANIES 272,551 841 821,718,225
SHARE IN PROFIT OF AN ASSOGIATED COMPANY 175,681,499 68,493,452
INTEREST EXPENSE AND BANK CHARGES (26.245,081) (36,673,822)
INCOME BEFORE INCOME TAX 421,983 259 B53 537,755
Proviston for income tax - . __ (43,594, 714) (179,344,454}
INCOME BEFORE MINORITY INTEREST 378,393 545 674,193,401
NET LOSS (INCOME) ATTRIBUTABLE TO MINORITY INTEREST 7,703,673 (67.954,042)
NET INCOME 386,097,218 616,238,359
RETAINED EARNINGS, beg. 30,440,056,262 29,320,234, 157

LESS: CASH DIVIDENDS

RETAINED EARNINGS, end.

 30,440,056,262

29,945 472,516 i

BASIC AND DILUTED EARNINGS PER SHARE

0.08

013

(See accompanying notes fo unaudited consolidatad financial statements)



SHANG PROPERTIES, INC. AND SUBSIDJARIES

UNAUBTED CONSﬁDATED STATEMENTS OF CHANGES [N EQUITY

(See seet mp

fnancial statements

© BA2.780 N6

r—
—— = Antuiahle o By Heldrr hang Propertes Ir
Additional Treasuy Equ.ly Other Components Hon untioling
Capial stock  Paid-in Capilal Stack Raserven of Equity Inloresl Total
Balancesz s of January 1, 2020 4,764,058,952 B34 42300607 (A.B50,064) (141,132,606) 236182771 29379234157 §3254,208.023 41270 138,870
Cumulative frans!ation adjustmeni - {1B.838.835) - (18,838,835)
Cash divwdends - (148,800 00O} 114p.800,000)
Net income for the perod . _ a1 57 654 N4 174 193 307
Balances as of March 31, 2020 4 764,05H § 134 430 607 (6,B50 064) (141,142 60 217 %4 145 472 51 fi 162 360 905 4177566433
— — S— S = ———
Halances as of January 1, 2021 4,764,058,882 834430607 (6,850 064) (141 132 BU8} 219,550,748 30,053,958054  5,850,341.448 41674 367,167
Cumulative iranslation adjusiment {37,132 849) {10} 42253 137 700.606)
Cash divdends - - - {68,580,000) (89 880,000}
__Nel tncame for the penod. A7, 703873y I78 383,545
Balances as of March 31, 2021 764 182 14 430 ¢ (€. £50,064 (141 132 161 81
— : !

41,925 180,106



SHANG PROPERTIES, INC. AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS

" Cash flows from operating activities
income before provision for income tax
Adjustments for:

Deprecialion and amortization
Interest expense
Retirement benefit expense

Loss on fair value adjustment of financial assets at fair valye
through profit or oss

Cumulative translation adjustment
Share in net profits of assaciates
Unrealized foreign exchange gain
Dividend income
Interest income sl e
Operating incoma before working capital changes
Changes in working capital:
Trade and other receivables
Properties held for sale
Frepaid taxes and other current asseis
Real estate development projecis
Other non-current asseis
Accounts payable and other current llabilities
Installmeni payahle
Advance Rental
Deposits from tenants
Met cash ganerated from (| {used in) cperations
Income 1ax paid
Interest recelved
Net cash prowded by (used in) operating activities
Cash flows from investing activities
Additiens to;
Financial assets at fair value through alher comprehensive income
Invesiments in and advances to a joint venture
Invesiment properties
Property and equipment
Deposit for a future project
Dividends received
Net cash used in mve&tmg 'acllvltles
“Cash flows fram ﬂnancing activities
Payments of;:
Loan principal
Interest
Cash dividends payable (paid) to:
Shareholders
Nan-conircliing sharsholders of subsidiaries
Praceeds from loan availment, net of debt issue costs

Net cash used in finan inancing activities

Netinsrease (decrease) in cash and cash equivalents for the period

Cash and ¢ash equivalents at begining of the period
Effects of s of exchange rate changes on cash h and cash equivalents
Cash and cash aquwalenis at end of the perlod

March 31, 2021

March 31, 2020

421 988,259 853,537,755
7 715,209 278,739,070
18,434,602 36,420,702
(7,587,788 3,309,085
946,732 6,213,265
37,732,859 .
(175.681,499) (68,493 452)
1,406,003 663,156
(1.528) (34,009)
_ {32,653678)  _ (154,582.626)
273,299,263 955,792,856
(595,979,376) 743,948 767
37,654,013 (285,592,879)
(132,023,312) (364,831,755)
{88,748,131)
299,791,700 (4,376,950)
(87,287.960) (79,284,063)
- 337,154
39,960,193 (3,883,402)
65509687 27.260,359
(108,976,792) 899,245,553
. (231,807 924)
35.764,243 150,675,740
10,160,373) 818,023,369
= {18,619,170)
(1.852,166) (3.181,137)
(63,857,738} (11,729,371
(2,381,485) {10.358,849)
- {81.530,000)
1528 34,099
( 58,089,841) 135,984,428)
- (1,724,827,756)
{18,320,781) {34,990,003)
- 286,129,611
(89,880.000) {149,800,000)
266,566,667 - -
157456885 (1,693,267 950)
89216672 (1,011,249,009)
1.540,670.914 2,640,088,900
(1,406,093 (683.156)

1,637,781.493

1,628,156 735

(See accompanying notes to unaudﬂed ccnsohdeted finant Ja! srafpmenr_.)



Shang Properties, Inc. and Subsidiaries

Notes to the Interim Consolidated Financial Statements
{All amounts are shown in Philippine Peso unless ctherwise stated)

Shang Properties, Inc. (the "Parent Company"), a corporation duly organized and existing in the Philippines,
was incorporated and registered with the Philippine Securities and Exchange Commission (SEC) on
Cctober 21, 1987 to acquire, awn, devslop, subdivide, sell, mortgage, exchange, lease or hold for
investment real estate of all kinds,

The Parent Company's registered office address, which is also Its principal place of business, is at
Administration Office, Shangri-La Plaza Mall, EDSA corner Shaw Boulevard, Mandaluyong Gity.

The Parent Company and its subsidiaries' (together, the “Group”) businesses include property investment
and development, hotel operation, real estate management leasing, mall and carpark operations, and ather
supplementary businesses.

COVID-19 Pandemic

During the first quarter of 2020, local and worldwide social and economic activities were severely affected
by the pread and threat of COVID-18 pandemic. The Group took actions to minimize risk to its employees,
including restricting travel and instituting extensive wark from home protecels in response to the enhanced
community quarantine (ECQ) mandated by the Philippine government. Measures have been implemented
to protect the health and safety of its employees, clients and partners, to support business continuity and to
manage financial impact to a minimum. These measures have caused disruptions to businesses and
economic activities, and their impact on businesses continues to evolve. The ECQ began on March 18,
2020 and was further extended and modified by the government up fo June 15, 2020. While quarantine
reasures over highly cities in the National Capital Region (NCR) were relaxed following the
proclamation of a modified enhanced community guarantine effective May 16, 2020, and subsequently, a
general community quarartine effective June 1, 2020, operations across various industries remain below full
capacity in severat areas.

As a resull, the Group (as a lessor) has provided rent concessions to assist their fenants in coping with the
business disruption caused by the national fockdown imposed during the pandemic. The rent concessions
are assessed by the Group's tenant management division on a quarterly basis and are subject to
reasgsessment if same consideration ¢hould still be applied depending on the current situation of the tenants.
These rent concessions are recognized as reduction in the Group's Rental and cinema revenue. The Group
cantinues te pay close attenfion to the developments on the pandemic and will evaluate its impact on the
financial position and operating results of the Group. Measures to managa financial and business risks are in

place to ensure that the impact of events that expose the Company to risks arising from COVID-19 i any,
are kept to a minimal extent.

Note 2 - Segment information

The Group's operating businesses are organized and managed according to the nature of the products and
services marketed, Each segment represents a strategic business unit that offers different products and
serves different markets. The Group has operations only in the Philippines. The Group derives revenues
fram three (3) main segments as follows:



{a) Property development

This business segment pertains to the development and sale of condaminium uniis. The subsidiaries
operating in this segment are as follows;

¢ Shang Properties Realty Corporation (“SPRC") is the developer of The Shang Grand Tower Project
{TSGT), incated In Makati City, The St. Francis Shangri-La Place Praject (T SFSP) and the One
Shangri-La Place Preject (OSF), both located in Mardaluyong City.

+ Shang Property Developers, inc. (‘SPDI") is the developer of Shang Salcedo Place Project (SSP),
located in Makati City.

* The Rige Development Company Inc. (*TRDCI") Is the developar of The Rise Makati Profect, located in
Makati City.

+ Shang Wack Wack Properties, inc. (“SWWPI") is the developer of Shang Residences at Wack Wack
Project, located in Mandaluyong City.

{b) Hotel operation

This business segment pertains to the operations of Shangri-La at the Fart's hotel and residences. Shang
Global City Properties, Inc. (“SGCP!") 1s the developer of Shangri-La at the Fort Project, located in Taguig
City. SGCPI's hotel and restaurant operations started commercial operations on March 1, 2016.

fc} Leasing

This business segment to the rental operations of the S La Plaza Mall, The Enterprise Center
("TEC”} and their refated carpark operations as operated by Shangri-La Plaza Corporation (“SLPC™), KSA
Realty Corporation ("KSA™) and SPI Parking Services, Inc. ('SPSI"), respectively. It also includes rental of a
portion of the Parent Campany's fand to EDSA Shangri-La Hatel and Resort, Inc. ("ESHRI") and cinema
operalions of Shangri-La Plaza Mall.

As disclosed in Note 10, in 2018, the Parent Company started construction of a project located in the City of
Mandaluyong. The project is belng constructed on a parcel of land registered in the Parent Company's
hame. The construction of the project is ongoing and is expected fo be completed in 2023. Upon
completion, the project will be subsequently leased out to third parties and related parties.

{d} Other Business Segments

Other husiness segments pertain to property management services and operations of real estate entities
and other subsidiaries.

Except for the rental revenue from ESHRI, all revenues come from transactions with third parties. There are
no revenues derived from a single external customer above 10% of total revenue in 2021, 2020 and 2019,
There is no need to present reconciliation since measure of segment assets, liabifities and results of
operations are consistent with those of the consolidated financial statements.

All revenues are from domesiic entifies incorporated in the Philippines, hence, the Group did not present
geographical information required by PFRS 8, Operating Segments.

There are no changes in the Group's reportable segments and related strategies and peficies in 2021, 2020
and 2019,



The segment assets, llabilites and results of oparations of the reporiable sepments of the Group as of and for the year ended March 31, 2021 ars as follows

P—— — T —— Wl T —— e
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Revital snd cnema 4,569,768 SHHT5 077,350 (20,213,433} AbA 2814927
ol 1ns 183,02, 688 185,342,608 155,300,608
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The segment assels Jiabilities and results of operall

ons of the reporiabie segments of the Group as of and for the year ended Decembar 31, 2020 are as follows

Pre;
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Note 3 - Cash and cash eguivalents

Cash and cash equivalents consist of.

Cash on hand
Cash in banks
Cash equivalents

(Unaudied)

3,266,288
678,243,946
956,271,279

1,637,781,493

March 31,2021  December 31, 2020

(Audited)
7,086,224

817,325,004
725,559 596
1,649 970,914

Cash in banks eamed interest at respective bank deposit rates ranging from 0.05% to 0.25%

Cash equivalenis are made for varying periods batween one day and three months, depending on the

immediafe cash requirements of the Group, and earn interest at the respective short

Short term investments earn interest ranging from 0.09% to 2.75%.

Interest income earned amounted to 628,315 and P12
and the year ended December 31, 2020, respectively.

Note 4 - Financial assets at fair value through profit or loss

Financial asseis at fair value through profit or loss re

-term deposit rates.

,956,641 for the quarter ended March 31, 2021

present shares of stock of various locally listed

companies and valued based on current bid prices in an active market {Level 1 valuation). Movements
in the account for the quarter ended March 31, 2021 and the year ended December 31, 2020

respectively are as follows:

—— e e —

At January 1
_Loss on fair value adjustment _
_At December31

B —————

March 31,2021 December 31, 2020

{Unaudited) ___(Audited)

33,626,210 36,278,844
(946732)  (2652634)

32679478 33626210

Fair value adjustments of financial assets at fair value through profit cr loss are prasented in the

consolidaled statements of tatal comprehensive income as part of other income.

Note § - Receivables, net

Trade and olher receivables, net, as at March 31, 2021 and December 31, 2020 consist of

Trade
Installment contracts receivable
Rent
Receivables from guests and concessionaires
Non-trade
Related parties
Advances to cofficers and employees
Interest
Others

Allowance for impairment of receivables

March 31, 2021

(Unaudited}

2.641,721.562
229,600,656
33,789,191

2,631,040,535
4,102,489
1,206,159
73,707 978
5,615,168,570

(22,850,878)

"~ 5592,317.682

December 31, 2020

__(Audited)

3.044,359,832
248,776,897
53,866,187

1,604,238,974
4,225,928
4,316,725
58,574,091
5,019,358 634




Instaliment contracts receivable arises from sale of condominium units with average term ranging from
one to five years. This arises when the revenue recognized o date under the percentage-of-completion
method exceeds the fotal collections from the buyer. The amounts due from the condoeminium buyers
are subject to either bank financing or in-house financing.

Rent receivables are non-interest bearing and pertain to rental fees charged to tenants and to the

Group's affiliates for the office, commercial and carpark spaces. The normal credit termis range from 30
fo 60 days.

Receivables from guests and concessionaires pertain to receivables arising from hotel, restaurant and
rental services. These are usually due within 20 days and do not bear any interest,

Advances to officers and employees are normally settled within the next financial year.

Other receivables are non-interest bearing and consist of income from banner and non-tenant related
receivables.

Note 6 - Progerties held for safe

Properties held for sale consist of:

i m—

—_— —

March 31,2027  December 31, 2020

— {Unaudited) ____{Audiled)

Condominium units held for sale 410,853,281 487,742 705
Consiruction In-progress - o 2,964 557,921 2,815,322,511
3,375411,202 3,413,065,216

On Novembear 2, 2015, TRDCI enterad into a contract with Vivelya Development Company, Inc. (VDGI)
to purchase the land where TRDCI's project is curently being constructed. The consideration for the
land is for a minimum base price of P1.10 billion, exclusive of 12% VAT, Payment term for the purchase
price includes down payment of fifteen per cent (1 5%) of base price amaunting to P165.00 million,
exclusive of 12% VAT, upon signing of the confract. The remaining bafance of the purchase price is
payable on a quarierly installment basis until full payment of the purchase price.

Note 7 - Prepaid taxes and other current assets

Prepaid laxes and other current assets consist of

March 31,2021  December 31, 2020

- (Unaudited) {Audited)

Advances lo contractors and suppliers 934,842 034 888,508,872
Creditable withholding tax (CWT) 442,704,408 420,217,281

Prepaid commission 122,041,517 119,207,410

Input value added tax (VAT) 46,858,196 83,813,135

Prepaid property tax 88,455,220 62,647 224
Inventories 22,904,080 13,303,358
Deferred input VAT 17,828,037 6,031,092
Refundable deposits 2,332,728 2,897 511
Prepaid insurance 9,565,518 13,486,737
_Gther prepaid expenses 107,706,171 43101601

= — —

1795237507 1663214202

Advances to contractors and suppliers pertain to down payment made by the Group for the construction
and development of its condominium properties. These are not collectible but recouped upon every
progress billing by the contractors and suppliers based on milestones or percentage of accomplishment
or delivery as stipulated in the contracts.
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CWT is the tax withheld by the withholding agents from payments to the Group which can be applied
against the incame tax payable.

Prepaid commission pertains to the excess of the commission paid to praperty consultants and brokers
ovar the commission expense racognized for the year based on the percentage of completion.

Input VAT represents tax paid to suppliers that can be claimed as credit against the future ouiput VAT
liabilities without prescription.

inventories consist of food, beverages and other recreational consumable items for the hotel operation.
The inventories are stated at cost. There is no allowance for decling in value of inventories,

Other prepaid expenses mainly consist of advance payments far rent, and other expenses which are
normally utilized within the next financial year.

Note 8 - Investments in and advances to associates and a joint venture

Investment in an associate and a joint venture consist of:

March 31,2021 Decernber 31, 2020

o _ {Unaudited} {Audited)

investment in a joint venture

At January 1 1,317,778,308 1,121,482,600

Additions to investment 1,852,167 10,762,246

Sharg in net income . 175,681,499 185,633,552

At December 31 1,495,312,064 1,317,778,398
Advances to a joint venture . 1.000,000,000 1.000,000,000
tnvestments in immaterial associates

Acquisition costs - 132,873 132,873

2495444937

— e = e -

Note 9 - Non-conirolling interests

The proportion of equity interest held by the nen-controlling interest (NCI) of KSA and SGCPI, the
Group's subsidiaries with NCI that are deemed material, are as follows:

2317911271

D —— D — —— —

March 31,2021  December 31, 2020

(Unaudited) {Audited)
KSA 29.96% 29.96%
SGCP| 40.00% 40.00%

On June 20, 2016, the Parent Company acguired 207,062 KSA common sharas from Ocmador
Philippines, B.V for a purchase price amounting to P1 419,610,918, The Parent Company aceounted
for the increase in ownership in KSA from 52.90% to 70.04% as equity transaction. The difference
between the considerations paid and the carrying amount of the NC! acquired is recognized directly in
equity reserves amounting to P141,132,6086.

1"



Note 10 - investment properties : Real estaie development projects
10.1 Investment properiies

Details of investment properties as at December 31 and their movements during the years are as
follows:

] Land Building Total
At December 31, 2019 15,253,910,599 17,649, 466,169 32,903,376,768
Transfers due to change in use
Properties held for sale - 155,196,774 155,196,774
Real estate
development project 652,036,324 835,577,337 1,487,613,661
_Capitalized subsequent expenditures - 367,685,862 367,685,862
At December 31, 2020 15,905,946923  19,007,9268,142 34,913 873.065
Gain (loss) on fair value adjustment - - -
Capitalized subsequent expenditures = n = 53.857,741 53.857,741
At March 31, 2021 15905946923  19,061.783,833  34,967,730,806

The Group's investment properties located in Mandaluyong Gity and Makati City include parcels of land
and buitdings held for office and retail leases and other parcels of land held for capitai appreciation.

The Group has no restrictions on the realizability of its investment properties and no contractual

obligations to purchase, construgt or develop investment properties or far repalrs, maintenance and
enhancemants.

The fair value measurements for investment properties have been calegorized as Level 3 for parcels of
land and building proparties. The current use of these properties is their highest and best use.

10.2 Real estate development projects

Real estate develeprnent projects account includes construction cost related to the Parent Company
and TRDCI as follows:

{a} Parent Company

In 2018, the Parent Company started construction of a praject located in the City of Mandaluyong. The
project is being constructed on a parcel of land registered in the Parent Company's name. The
construction of the project is ongoing and is expected to be completed in 2023. Upon completion, the
project will be subsequently leased out to third parties and related parties. in 2019, construction costs
amounting to P811,971,398 wers incurred. Project management costs in 2019 amounting to
P45,181,174 was reclassified from "construction in-progress” under properties held for sale to “real
estate development projects” (Note 6). As at December 31, 2019, total related capitalized costs
amounted lo P857,152, Construction costs allocated to the retail portion of The Rise Makati that is
intended for leasing are included in Real estate development project. Project management costs in 2018
amounting to P181,634,711 were reclassified from "zonstruction in-progress” under properties held for
sale to "real estate development projects™ (Note 8). As at December 31, 2019, total related capitalized

costs amounted to PB30,461,091. Such costs were transferred to Investmant properties in 2020 (Note
10.1).

{h) TRDCI

Construction costs aliocated to the relail portion of The Rige Makati that is intended for leasing are
included in Real estate development project, Projaci management costs in 2019 amounting to
P181,634,711 were reclassified from "construction in-progress” under properties held for sale to "real
estate development projects™ (Note 5). As at December 31, 2019, total refated capitalized costs
amounted fo P630,461,091. Such costs were transferred to Investment properties in 2020 (Note 10.1),

12



Note 11 - Financial assets at fair value through other comprehensive income, net

Financial assets at fair value through other comprehensive income (FVOCI), net as at March 31, 2020
and December 31, 2019 are presented below,

— ety

March 31, 2021 December 31, 2020

- - . . {(Unaudited) {Audited)
Unquoted 488,420,727 488,420,727
_Quoted _ —— 9101515 2,101,515
497,531,242 497,531,242

Cumulative changes in fair value . 300,037,254 300.037 254
797,568,496 797,568,498

L =

Unquoted equity securities include unlisted shares of stock which are carried at fair value. The fair
values of the unquoted equity securities are based on the net asset value of the underlying assets which
are mainly investment properties consisting of land and buiidings which are measured and carried at fair
value of underlying assets. The fair value measurements have been categorized as Level 3 with the
following significant unobservable inputs in the computation of the fair value of investment properties: {1)
rental value average rental rate, (2) discount rates, (3) occupancy rate, (4) expense - revenue ratio, and
{5) comparable transactions adjusted for bargaining allowance, marketability, location, size and ferrain.
The net asset value per share of unquoted equity securities ranges from P1,043 per share to P465,053
per share,

The quoted squily securities consist of investments in various golf club shares and stocks. These are
carried at fair values which are based on the quoted market prices (Level 1) as at the reporting date,

The cumulative changes in fair values of unquoted and quoted equity shares are presented as part of
other comprehensive income in the consolidated statements of financial position.
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Note 12 - Property and equipment, net

Details of property and equipment and their movements during the pericd are as follows:

Buillding and Fumiture,
building Transpontation fixtures and
mprovements ___ equipment otiter equipment . Toial
Cost ——
At January 1, 2021 9,434,803,085 48,693,212 6,982,848,180 16,466,344,486
Additions 1,114,841 - 1,266,624 2,381 465
Dispnsals {1,890,000) (1,890,000)
Reclassification _ . - _(100,883) (100,893}
At March 31, 2021 _D,434,027 926 48,683,212 6,984,013,920 16.466,735,058
Accumulated depreciation
and amortization
At .Janwary 1, 2021 1,336.454,869 34,335,012 3,410,962.045 4,781,751,828
Depreciatlon and amortization 31,540,052 1,462,566 233,735,482 266,738,080
Disposals
__Reclassification o i e - - (100,892 100,892
_AtMarch 31, 2021 - 1,367,984,621 35,797 578 3644,596,615 5,048,369,114
Cost
Al January 1, 2020 9.455,442,784 54,141,801 6,978,260,203 16,487,844,588
Additions 48,499,753 12,500 103,689,071 162,201,324
Adjustments (69,139,452) - {96,829,658) (165,969,110}
Disposals (5.460,869) {2.271.427 (7,732,316}
At December 31, 2020 9434803085 48,663,212 6,082,848,189 16,466,344 486
Accumulated depreciation
and amortization
At January 1, 2020 1.210.331,138 32,688,558 2,433,337 312 3,676,355,008
Depraciation and amortization 126,123,734 8,755,274 978,785,829 1112674 834
Disposals - - (5,106,820) _(2.171,096) ___(7.277916)
_ AtDecember 31,2020 1,336,454 869 34,335012 __3,410,962,045 4,781,751,928
Net book values at
Al March 31, 2021 8,066,033,005 12,895,634 3,339.417,305 11,418,345,044
At December 31, 2020 8,008,348,216 44,358,200 3,571,686 144 11 GB4 592 560

Building and building improvements include Iand rights which pertain to the share of SGCPI in the land

where the construction project was constructed after deducting the rights allocated to condominium unit
owners,

Note 13 - Other non-current assets

Other non-current assets as at March 31 , 2021 and December 31, 2020 consist of

e e s s mee

March 31,2021  December 31, 2020

(Unaudited) (Audited)
Deposit for a future project 18,212 5C0 887,888,000
Refundable deposits 133,165,763 136,867,397
Deferred input VAT 8,963,309 30,198,822
Retirement benefilasset - 9.721,579 9,721,578

T . . 171,063 751 _ 1,064,775.797

On December 12, 2019, the Parent Company set aside funds amounting to P422,000,000 representing
the first installment for a 50% share in an investment. In 2020, the Parent Company set aside additional

funds amouniing to P465,888,000 for the second installment. Such costs were transferred to Receivable
from a Joint Ventura in 2021.

Refundable deposits are cash paid by the Group for construction of condominium units and deposits to

utility companies which are expected to be returned after 3 specified period of time, or when certain
conditions are satisfied.

Deferred input VAT reprasents non-current portion of VAT arising from the purchase of capital goods on
credit.
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Note 14 - Accounts payable and other current liabilities

Accounts payable and other current liabilities consist of,

‘March 31, 2020  December 31, 2020

_ _ {Unaudited) {Audited)
Trade:
Accounts payable 382,580,206 575,234,991
Advance rentals 128,819,768 168,788,961
Accrued expenses 1,961,956,534 1,933,704 763
Custorners' deposits from:
Condominium sales 319,198,818 460,174,363
Hotel guests 122,915 151 149,627,017
Retention payables 584,713,809 596,429,280
Reservation payables 22,088,665 14,424,465
Advances from condominium unit buyers 282,805,598 302,158,566
Contract fiabilities 84 156,789 22,428 105
Payable fo contractors and suppliers 58,088,116 58,088,116
Construction bonds 62,428 820 62,695,015
Non-trade:
Payable to related parties 14,295,672 172,556,667
Deferred output VAT 753,125,134 801,945,912
Payable to government agencies 26,388,188 43,852,775
Output VAT 68,285,208 53,347,318
_ Dthers . . 232,582,228 268,537,889

5104,406.795 5,683,994 606

Accounts payable and accrued expenses are non-interest bearing and are nomally settled within 30 to
80 days and within the next financial year, respectively.

Advance rentals pertain to the three-month rent collacted from fenants to be applied to the last three (3)
months of the lease term.

In December 2020, SGCP! started fo implement a restructuring program and a provision for
restructuring amounting to P33.99 million was recognized for the termination benefits of redundated

employees, The related provision was recognized under operating expenses in the staternents of total
comprehensive income (Note 22),

Customers’ deposits from condominium buyers represent initial coltections (e.g. down payments)
received from the buyers which shall be applied as payment of the transaction price when the sales
contract meets the requirements of PFRS 15 for revenue recognition purposes while deposits from hotel
guests are advances made by guests in relation to their stay in the hotel and will be applied against the
guests’ hotel charges upon their check-out,

Retention payables represent the portion of contracter billings which will be paid upen satisfaction by the
contractors of the conditions specified in the contracts or until the defects have been corrected,

Reservation payables pertain to cash paid by the buyers of condominium units for the reservation of the
units purchased. These shall be considered as part of the down payment on the units purchased upon

exacution of the contracts or income if the reservation is forfeited whan the buyer did not push through
with the purchase.

Advances from condominium unit buyers pertain to the amounts received in advance from the
condominium unit buyers of TSFSP, OSP, SSP and The Rise Makati for utilities, maintenance, and

repairs of commeon areas. These will be paid to the condominium corporation of the respective projects
when demanded.
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Contract liabilities represent any excess collections received from b

uyers over the revenue recognized

based on the percentage of cornplation method. The amaunt is expected to be applied against revenue

in the following year.

Payable to contractors and suppliers represents pragress billings from various cantractors for the

material and labor costs incurred to date with normal credit termns of 30 to 60 days, but may go beyond
as agreed.

Construction bonds pertain to cash deposits posted by tenants as security for any expenses ar damages
that may be incurred by SLPC to the leased premises or common areas that may he sustained in
relation to construction activities conducted by the tenants during fit-out, as well as during renovation

period of the lease. It is normally returned to the tenants within six months after completion of their
construction activities.

Deferred output VAT is the resutt of the difference in the application of instaliment method between the
aceounting policy of the Group and the tax regulations. It will be reclassified io output VAT payable
when the collections from condominium unit buyers warrant recognition of revenue.

Payable to gevernment agencies are expected to be setiled within the next financial year.

Output VAT represents tax due and payable after deducting the corresponding input VAT,

Other accrued expenses consist of accruals for advertisin
related costs and other general and administrative exp

texes and insurance.

Note 15 - Bank loans

Bank loans as consist of

March 31, 2021

" December 31, 2020

g and promotions, insurance, other employes
enses. Other current liabilities pertain minly to

. - {Unaudited) {Audited)
Current portion

Parent Gompany 3,899,999 999 3,833,333,333
SGCPI . . . 850,000,000 450,000,000
B L 4,549 999 999 4,283,333,333

Non-current portion
SGCPI 1,197,224,575 1.196,172130
Parent Company » _ N 400,000,001 400,000,001
- 1.587.224,576 1,596,172 131
6,147 224 575 5,879,505,464

Movements in the bank loans are as follows:

March 31, 2020

December 31, 2020

{Unaudited) (Audited)

At beginning of period 5,879,505,464 5.827.961,091

Amortized debt issue cost 1,052,444 4 877,706
Proceeds from loan availment, net of unamortized

debt issue costs 286,666,667 2,550,000,000

_Paymenis I - - (2.603,333,333)

At end of period 6,147,224,575 5,879,505 464
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(8} Parent Company

On July 30, 2012, the Parent Company obtained a 10-year loan facility from a iocal bank amounting to
P5.00 billion payable in 24 equal quarery installments, commencing on the 17th quarter from the
initial borrowing date at a fixed interest rate of 4.00% per annum for the three (3) years effective
Septermber 17, 2015.

The loan agreement requires the Parent Company to comply with certain covenants and financial ratios
until the Joans are fully paid. Failure to comply with the covenants will render the full amount of loans
dife and demandable. As at Decernber 31,2020, the Parent Comnpany has not reached with the debt-
service coverage ratio requirement specified in the loan agreement. The Parent Company, however,
was able to secure a waiver from the bank on the immediate declaration of the loan as due and
demandable.

Total drawdown from the above facility amounted to P3.70 billion as at December 31, 2020 and 2019.
As at December 31, 2020, the outstanding balance of the loan amounted 1o P933 million (2018 - 1.47
billion).

(b) SGCPI

On April 11, 2012, SGCP| obtained a 10-year term loan facility from a local bank amounting to
P10.00 billion to be used for the construction of SGCPI's hotel, serviced apariments and residentfal units
in Fort Bonifacio, Taguig City in relation to the construction of the Hotel and Horizon Homes.

The principal amount of the loan shall be payable in 24 equal quarterly consecutive installments
commencing on the 17th quarter from the initial drawdown, with the last installments in an amount
sufficient to fully pay the . Interest shall be paid on sach interest payment date ior the relevant interest
period based on three-month treasury bill rate as published in the Bankers Association of the Philippines
Peso Bloomberg Valuation (PHP BVAL). The interest shall be based on the higher between the PHP
BVAL rate plus spread of 0.75% per annum and the Bangko Sentral ng Pilipinas (BSP) overnight
borrowing rate minus spread of 0.95% per annum. The SGCP| has the option to prepay the principal
amount and to fix the interest rate.

The Company is required to maintain a ratio of debt to tangible net worth, not exceeding 2.5:1 and debt
service cover ratia, greater than 1.1:1. As at December 21, 2020 and 201 9, the ratios of debt to tangible
net worth are 0.17:1 and 0.18:1, respectively, and debt service cover ratio of -2.10:1 and 14.21 A,
respectively. As at December 31, 2019, the Company has complied with these covenants, As at
December 31,2020, the SGCPI has not reached with the debt-servica coverage ratio requirement
specified in the loan agreement, The SGCPI, however, was able to secure a waiver from the bank on
the immediate declaration of the loan as due and demandable.

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

Subject to the negative covenants of the loan, from and after signing the loan agreement and for as fong
as the loan is outstanding, SGCPI, withaut the prior written consent of the bank, shall not declare or pay
dividends to its shareholders (other than dividends payabie solely in shares of its capital stock) if
payment of any sum due the bank is in arrears and shall not enter into any consolidation or merger,
except when in such conselidation or merger, SGCP! is the surviving entity.

Note 16 - Deposits from tenants

This account represents non-interest bearing rental deposits from tenanls equivalent to three to six
months' rent which have been discounied using applicable market rates and are carried at amortized
cost. The difference between the discounted and face value of the deposits is recognized as deferred
lease income. Deferred lease income is amortized on a straight-line basis over the fease term and is
recognized in profit or loss as additiona rent income. Interest is accreted on the deposits from tenants
using the effective interest rate method and is recognized as additional interest expense in profit or loss,
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Note 17 - Equity

Details of share capital and share premium are as follows:
B B - March 31,2021  December 31, 2020
L _ {Unaudited) {Audited)

Authorized, at P1 par value per share

Commen shares - 8,000,000,000  B,000,000,000

Issued and outstanding shares
Common shares 4,764,058,982 4.764,058,982
_Share premium 834,438,607 834,439,607
5598 498,589 5,598 498 589

- — — b — —— ]

In 2007, the Board of Direclors approved the redemption of 2,140,645 carmmon shares at redemption
price of P3.20 per share or a lotal of P6,850,054 and the amount is presented as treasury shares in
the consolidated statements of financial position,

The Parent Company is listed in the Philippine Stock Exchange. It was registered on June 13, 1991
with total listed shares of 4,764,058,982 which was initially issued at P1.18 per share,

Note 18 - Financial risk and capital management

18.1  Financial risk management

The Group's activities expose it to a variety of financial risks: markel risk {including currency risk, price
risk and cash flow and fair value interest rate risk), credit risk and liquidity risk. The Group's overall risk
management program focuses on the unpredictability of financial markets and seeks to minirnize
potentlal adverse effects on the Group’s financial performance. Risk management is carried out by the
Group's management under policies approved by its Board of Directors, These policies cover financing
structure, foreign exchange and interest rate risk management, guarantees and credit support, as well
as treasury control framework. There are no changes in the Group's risk management plans for the
years ended March 31, 2021 and Decermnber 31, 2020

18.1.1 Market risk
(&) Foreign exchange risk

The Group's exposure on currency risk is minimal and fimited only to foreign currency denominated
cash in banks and cash equivalents. Changes in fareign currency exchange rates of these assets ara
not expected fo have a significant impact on the financial position or results of operations of the Group.

The Group’s foreign currency denominated cash in banks and cash equivalents as at and net foreign
exchange gains for the years ended March 31, 2021 and December 31, 2020 are disclosed in Note 3.

(b) Price risk

The Group's exposure to price risk is minimal and limited only to financial assefs at fair value through
profit or loss and FYOCI presented in the consolidated statements of financial position. Changes in
market prices of these financial assets are not expected to have a significant impact on the financial
position or results of operations of the Group.

{cj Cash flow and fair valus interest rate risk

Interest rate risk refers to risk that the value of a financial instrument wil fluctuate due fo changes in
market interest rates. The Group’s interest-bearing financial instruments include bank loans {Note 15),
Loans amounting to P1,847,224,575 as at March 31, 2021 {2020 — P1,646,172,130) are based on the
higher between the PHP BVAL rate plus 0.75% per annum and the BSP overnight borrowing rate. A
ioan amounting to 74,300,000 as at March 31, 2021 {2020 - P4,233,333,334) has an interest rate
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subject to repricing every 30 to 180 days as agreed by the parties

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

Interest on financial instruments with floating rates is repriced at intervals of less than one year. The
other financial instruments of the Group are not subject to interest rate risk. The Group invesis excess
funds in short-term plecements in order to mitigate any increase in interest rate on borrowings.

At December 31, 2020, if interest rales on bank loans had 100 basis points lower or higher with ali
other variables held constant, post-tax profit for the year would have been higher by/lower by
P58,795,054 mainly as a result of lower/higher interest expense on floating-rate bank loans.

agement uses 100 basis points as threshold in assessing the potential impact of interest rate in the
operations.

The sensitivity analysis has been determined based on the exposure to interest rates at the end of each
reporting period. The sensitivity rate in the analysis is the same rate used in reporting interest rate risk
internally to key management personnel and represents the Group's best estimate of the reasonably
possible change in interest rafes.

18.1.2 Credit risk

Credit risk refers to the risk that the counterparty will default on its contractual obligations resulting in a
financial loss to the Group. Credit risk arises from cash deposits with banks, as well as credit exposure
to customers and suppliers.

Exposure to credit nsk arises from potential default of the counterparly, with @ maximum exposure equal
10 the carrying amounts of these financial assets. The Group has no significant concentration on credit
risk.

The Group's financial assets are categorized based on the Group's coliection experience with the
counterparties as follows:

a. Performing - seftiements are obtained from counterparty following the terms of the contracts without
histary of default.

b. Underperforming - some reminder follow-ups are performed o collect accounts from counterparty.

¢. Credit impaired - evidence that a financial asset is credit-impaired includes the following observable
data; significant financial difficulty of the counterparty, a breach of contract such as a default or being
more than 120 days past due; or it is probable that the borrower witl enter bankruptey or other
financial reorganization.
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The following tables summarize the credit quality of the Group's financial assets per category and aging
analysis of financial assets as at December 31:

i a ~ Under - -
pae _ _Performing _ performing __ Non-Performing __ Total
2021
Current assets
Cash and cash equivalents 1.637,781,493 - - 1,637,781 493
‘Trade and other recelvables 5,592,317 803 - 22,850,878 5,615,168,571
Financial assets at fair value through
profit or loss 32,670,478 - 32,679,478
Refundabie deposils 2,332,728 - 2,332,728
Non-current assels
Advances to a jo.n! venture 1.600,000,000 - - 1,000,000,000
Refundable deposits 133,165,763 - - 133,165,763
Financtal assels at FVOC! - 797.568.495 - - 797,568,486
9 165,845 651 - 22,850,878 2.218,696,525
2020
Current assats
Cash and cash equivalents 1,542 BB4,550 - 1,542,884.690
Trade and other receivables 4,996,338,214 23,020,320 5.019,358,634
Financial assels at fair value through 33,626,210 3362621
profit or loss -
Refundable depasits 2,897,511 - - 2,897,511
Non-current assets
Advanees to a joint veniure 1,000,000,000 - - 1.000,000,000
Refundable deposits 136,967,397 - - 136,967,397
Financlal assets at FvOCI . 797,566,496 . - 787,568,49
e 8,510,282618 — 23,020,220 8,533,302,038

There are no collaterals held as security or other credit enhancements attached to the Group's financial
assets.

Allowancs for impairment of raceivables as at December 31, 2020 amounted to P23,030,320
(2019 - P14,498,427). Apart from the financial assets covered by allowance, the remaining financial
assets are classified as high performing.

The credit quality of the Group’s financial assets is discussed below.

(a) Cash and cash equivalents

Credit risk from balances with banks is managed by the Group's treasury department in accordance with
the Group's policy. Investments of surplus funds are made anly with approved counterparties to mitigate
financial loss through counterparty's potential failure to make payments.

(b} Receivables

There is no concentration of credit risk with respect to receivables since the Group has a large number
of counterparties involved.

Trade receivables

Sales of residential condominium units that are on ingtallment basis are supporied by post-dated checks
from the buyers. Tilles to properties sold are not released uniess full payment is received. in case of
leasing operation, tenants are subjected to credit evaluation and are requiredt to put up security deposits
and pay advance rentals, if necessary. For the hotel operation, hotel guests who wish to avail of a credit
line are subjected to the normal credit investigation and checking. References are required including
review of the customer's financial position and earnings. Approval of a credit fine is performed by the
Financial Controller and the General Manager. A guestmay not be given a line, but special ad hog
arrangements are allowed. ft usually requires deposits, prepayments or credit card guarantees as
collaterals. Existing credit lines are reviewed annually. The balances due from customers are
considered as high grade financial assets.
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Non-trade receivables

The credit exposure on nontrade receivables is considered to be  inimal as there ig no history of
defauits and colleclions are expected to ha made within 30 to 60 days. In respect of balances due from
related parties, management considered the credit quality of these receivables to be good based on
financial condition of the related parties.

{¢) Refundable deposits

Refundable deposits includes cash required from the Group for the on-going construction and utilities
maintenance. This is refundable at the end of the lease term. Refundable deposits are reflected at their
carrying amounts which are assumed to approximale their fair values. Considering the balance and
average term of oulstanding lease arrangements, management believes that the impact of discounting
is not significant. Refundable deposits are considered as high performing financial assets.

dj Financial assets at fair vafue through profit or loss and financial assets at FVOC!

The Group adheres to fixed limits and guidelines in its dealings with counterparties of its investments in
financial assets at fair value through profit or loss and financial assets at FVOCL The Group’s maximum
exposure to credit risk as at March 31, 2020 and December 31, 2019 is equal to the carrying values of
its financial assets. Given the Group's diverse base of counterparties, it is not exposed to large
concentrations of credit risk.

18.1.3 Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due,
The Group maintains sufficient cash and cash equivalents in order to fund its operafions. The Group
monitors its cash flows and carefully matches the cash receipts from its operations agalinst cash

requirements for its operations. The Group utilizes its borrowing capacity, if necessary, to further bolster
its cash reserves.

18.2  Capital management

The primary objective of the Group's capital management is to ensure that it maintains a strang credit
rating, comply with externally imposed capital requirements, and maintain healthy capital ratios in order
to support its business and maximize sharsholders value.

The Group managss its capital structure and makes adjustments to it in light of changes in economic
conditions. To maintain or adjust the capital structure, the Group may adjust the dividend payment to
shareholders, return capital to shareholders or issue new shares. There were no changes in the
Group's strategies and policies during 2021 and 2020,
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The Group monitors capital using a gearing ratio, which is net debt, including long-tarm loan less cash
-confrolling interest.

and cash equivalents, divided by capital. Capital pertains to total £quity less non

The gearing ratio is presented below:

March 31,2021  December 31, 2020
o - . - {Unaudited) {Audited)
Net debt
Long-term loan 6,147,224 575 5,879,505,463
Less: cash and cash equivalents  {1,837.781,493) 1,549,970,814
- 5,509,443,082 4,320,534,548
Capital
Total equity 41,925 180,108 41,674,367,167
Less: Nen-confrolling interest (5,852,790,026) 5,950,341.446
36,072,390,080 35,724,025,721
Gearing ratio - S 15.27% 12.12%

The Group was able to meet its capital management objectives.

18,3  Fair value measurement

The Group follows the fair value measurement hierarchy {o disclose the fair value measuremenits of its
financial instruments. The table below summarizes the fair value measursment hierarchy of the Group's

assets and liabilities at March 31, 2021 and Decernber 31, 2020:

T

il Fair value measurement uging i
Quotad prices in Significant Significant
active markels  observabla inpuls unobservable
L _ {Lavell) _ {level 3} inputs (Level 3) Total
2021
Agsels measured at fair value
Financial assets at fair value through profit or loss 32,679,478 - 32,670,478
Investment propertizs
Land - - 15,805,946,923 15,905,046,023
Builldings - - 19,061,783,883 18,061,783,883
Financial assets at FVOCI.
CQuoted 27950,000 - - 27,950,000
Unguoted - - 769,618,496 769,618,456
Assets for which fair values are disglosed
Financial asset at amortized cost
Refundable deposits - 135,498,491 135,498,491
Linbilities for which fair values are disclosed
Insiallment payable - 142,751,079 u 142,751,079
Deposits from tenants - 1,105,344 518 - 1,105,344 518
_ Falr value measurementusing L
(uated priges in Significant Significant
active markets  observable inputs unchservabie
N . — {Level 1) e fLevel 2) inputs (Level 3) . Total
2020
Assels measured al fair value
Financial assets =i fair value through profil or loss 33,626,210 - 336828210
Investment properties
Lang - 15,905,946,023 15,905,946,923
Buidings - 14,007,926,142 18,007,926,142
Financial assets at FVOC:
Quoted 27,950,000 - - 27,950,000
Unquoied B - 769,618,496 769,618,495
Assets for which fair values are disclosed
Flnancial asset at amortized cost
Refundable deposits - 136,967,397 136,967,307
Liabilities for which falr values are disclosed
Instaliment payanie . 142,751,080 142,751,080
eposits from lenant 1,154,772 831 1,154.772,031
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The Group’s policy is to recognize transfers into and transfers out of fair value hierarchy levels as of the
date of the event or change in circumstances that caused the transfer.

There have been no assets and liabilities transferred among Level 1, Level 2 and Level 3 during 2021
and 2020.

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

(a) Financial assets at fair value through profit or loss

The fair value of financial assets at fair value through profit or loss is based on quoled market prices at
the reporting date.

f&) Cash and cash equivalents, trade and other receivables, accounts payable and other current
liabifities, accrued emplayee benefits and dividends payable

Due ta the short-term nature of cash and cash equivalents, trade and other re accounts
payable and other current liabilities, dividends payable and accrued employee benefits, their carrying
values were assessed to approxmate their  * values.

(G) Instalfment contracts receivable

The fair valye of installment contracts receivable is based on the discounted value of future cash flows
using applicable rates for similar instruments.

{d) Refundable deposits and deposits from tenants

The fair value of deposits from tenants was based on the present value of estimated future cash flows
using applicable market rates at the reporting date.

{e) Bankicans

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

Note 19 - Summary of significant accounting and financial reporting policies

18.1  Basis of preparation

The accompanying consolidated financial statements have been prepared in accordance with Philippine
Financial Reporting Standards, as modified by the ication of the following financial reporting reliefs
for real estate companies issued by the Secu Exchange Commission in response to the
COVID19 pandemic:

+  Assessing whether the transaction price includes significant financing component (SFC);

Impact of implementing IFRIC Agenda Decision on Over Time Transfers of Construcied Goods
under PAS 23, Borrowing Cost.

The reliefs cover only current-year transactions and events and do not impact the comparative periods.
The term PFRS in general includes all applicable PFRS, Philippine Accounting Standards (PAS), and
interpratations of the Philippine Interpretations Committee (PIC), Standing Interpretations Commitiee
(SIC) and International Financial Reporting Interpretations Committes (IFRIC) which have been
approved by the Financiat Reporting Standards Council {FRSC) and adopted by SEC.

The consolidated financial statements have been prepared under the historical cost convantion, as

modified by the revaluation of financial assets at fair value through profit or loss, investment properties
and financial assets at FVOCI,
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The preparaticn of consclidated financial statements in conformity with PFRS requires the use of certain
eritical accounting estimates. It also requires management to exercise its judgment in the process of
applying the Group's accounting policies.

19.2

Changes in accounting policy and disctosures

(a} New slandards, amendments and interpretations adopted by the Group

The Company has adopted certain amendments for the first-time effective January 1, 2020:

L ]
L}

Definition of Material - Amendments {o PAS 1 and PAS 8

Definition of a Business - Amendments to PFRS 3

Interest Rate Benchmark Reform — Amendments to PFRS 7, PFRS 8 and PAS 39
Revised Conceptual Framework for Financial Reporting

Covid-19-related Rent Concessions ~ Amendments to PFRS 16

The amendments listed above did not have material impact on the amounts recognized in the current
and prior periods and is not expected to significantly impact future periods.

(b) Deferral of implementation of amendment to existing standard and interpretafions

i

Deferral of the following provisions of PIC Q8A Nos. 2018-12 and 2018-14 until December 31,
2020

On October 29 2018 and February 8, 2019, the SEC issued SEC Memorandum Circular No.
14 Series of 2018 and SEC Memorandum Circular No. 3 Series of 2019, respectively,
providing relief to the Real Estate industry by deferring the application of the following
provisions of PIC Q&A for a period of three years until December 31, 2020. I SEC
Memorandum Circular 34 Series of 2020 issued on December 15, 2020, the SEC concluded
that the relief for the following provisions waould remain until Decemper 31, 2020 only and shall
be effective January 1, 2021. The Group availed the following reliefs:

& Accounting for Comman Usage Service Area (CUSA} charges discussed in PIC Q8A
No. 2018-12-H, which was approved by the FRSC on February 14, 2018

The PIC Q&A 2018-12 concluded in its principal vs. agent analysis of the real estate
developers’ performance obligation based on the definition of control as well as the
indicators of control based on the fact pattern that the entity acts as a principal for the
provision of air-conditioning services, common use service areas and administration and
handling services. The conclusion of PIC Q&A No. 2018-12H allows the consideration of an
alternative presentation wherein CUSA may be presented outside of topline revenues if
these are not considered as main source of revenue and are not material or ag “Other
income” net of costs if the gross amount of revenue and related costs are not individ ually
material. Currently, CUSA charges to mall tenants are prasented as a reduction to costs and
expenses in the consalidated statement of total camprehensive income (Note 31.23),

b.  Accounting for Cancellation of Real Estate Sales discussed in PIC Q&A 201 8-14, which was
approved by the FRSC on October 10, 2018

The PIC Q&A 2018-14 provided two (2) acceptable approaches to account for the sales
cancellation and repossession of property which are to recognize the repossessed property
at its fair value less cost {o repossess, or to recognize the repossessed property at its fair
value plus repossession cost. PIC, in its letter to the industry dated November 11, 2020,
concluded that a third option to record repossessed inventory at cost upon cancellation is
allowed, based on the view that such cancellation is treated as a modification of the contract
(Le., from non-cancellable to being cancelfable).
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Currently, upon cancellation of the real estate sales, the Group recognizes the repossessed
inventory at its carrying amount and derecognizes the related receivables and gross profit
previously recognized. This is in accordance with the third option allowed by the PIC, The
adoption of  prowision did not have a material impact in the Group's financial statements,

ii. Deferral of the following provisions of PIC Q&A 2018-12 and IERIC Agenda Dacision on Qver
Time Transfer of Constructed Good (PAS 23, Borrowing Costs) until December 31, 2023

On December 15, 2020, the SEC issued SEC Memorandum Circular No. 3 Series of 2020 to
further extend the deferral provided under SEC under Memarandum Circular Nos. 14-2018, 3-
2019 and 4-2020 for another period of three (3) years or until December 31, 2023, to afford
the industry reasonable time fo evaluate the impact thereto or as the SEC will iater prescribe.
This decision is pursuant to RA 11494, Bayanihan to Recover as One Act which allows the
SEC to adopt measures to enable companies to cope with the impact of the Covid-19
pandemic. The Group availed the following reliefs:

a. Assessing whether the transaction price includes SFC

There is SFC in the contracts to sell when there is a mismatech between the POC of real
estate projects and schedule of payments. PIC, in its response to the industry dated
November 11, 2020, aliows the Rea! Estate Industry to provide support to their specific
payments schemes that there is no SFC, if the difference between the promised

consideration and the cash selling price of the good or service arises for reasons other than
the fon of finance.

In the evenit of the existence of SFC, interest income would be recognized when the POG is
ahead of the customer payments and inierest expense would be recognized when the
customer payments are ahead of the POC. The Group has initially assessed, however, that
the timing difference arising from existing sales contracts does not necessarlly resultin a
significant financing component,

b. Impact of implementing IFRIC Agenda Decision on Over Time Transfers of Constructed
Goods under PAS 23, Borrowing Cost

in March 2018, IFRIC published an Agenda Decision on whether borrowing costs can ba
capitalized on real estate inventoties that are under conslruction and for which the related
revenue will be recognized over time under par. 35{c) of IFRS 15. IFRIC concluded that
borrowing costs cannot be capitalized for such real estate inventories as they do not meet
the definition of a qualifying asset under IAS 23 considering that these inventories are reagy
for their intended sale in their current condition,

Had the Group adopted the IFRIC agenda decision, borrowing costs capitalized as part of
real estate inventories related to projects with pre-selling activities should have been
expensed out in the period incurred, A restatement would have impact on interest expense
and bank charges, cost of sales and services, income tax expense, properties held for sale,
deferred income tax liabilities, net and opening balance of retained earnings.

{¢) New standards, amendments and inferpretations not yet adopted
A number of new standards, amendments to standards and interpretations to existing standards are
effective for annual pericds after January 1 2020 and have not been early adopted nor applied by the

Group in preparing these financial statements. None of these standards are expected to have
significant effect on the consolidated financial statements of the Group.
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19.3  Basis of consolidation

The consolidated financial stalerments comprise the financial statements of the Group as al

December 31, 2021 and 2020. The subsidiaries' financial statements are prepared for the same

reporting year as the Parent Company. The Group uses uniform accounting policies any difference

between subsidiaries and the Parant Company are adjusted properly.

The Group is composed of the subsidiaries listed below:

Nature and name of entity

Property development;
Shang Properties Realty Corporation {(SPRC)
Shang Property Developers, Inc. (SPDI)
The Rise Development Corporation, Inc, (TRDCI)
Shang Wack Wack Propertias, Inc. (SWWP1)
SPI Property Holdings, In¢. {SPI-PHD
SPI Property Developers, Inc. (SPI-PDI)
SP1 Land Development, Inc. (SPI-LD{)
Hotel operation:
Shang Global City Properties, ine. {(SGCPI)
Leasing:
SPI Parking Servicas, Inc. (SPSI)
Shangri-la Plaza Corporation {SLPC)
KSA Realty Corporation (KSA)
Real estate:
Ivory Post Properties, Inc, {IPPI)
KPP| Realty Corporation (KRC})
Martin B Properties, Inc. (MBPI)
New Contour Realty, Inc. (NCRI)
Perfect Sites, Inc. (PS1)
Shang Fort Bonifacic Holdings, Inc. (SFBHI)
Shang Global City Holdings, Inc. (SGCHI)
Sky Leisure Praperties, Inc. (SLPI)
Property management:
KPPl Managerment Services Corporation (KMSC)
Shang Property Management Services, Inc. (SPMSI)
Other supplementary business:
Gipsey, Ltd. (Gipsey)
Silver Hero investments Limited (SHIL)
EPHI Logistics Holdings, Inc. (ELHI)

Owners?fi'p %

20212020 2019
100 100 100
100 100 100
100 100 100
100 100 100
100 100 -
100 100 -
100 100 -

60 60 60
100 100 100
100 100 100

70.04  70.04  70.04
100 100 100
100 100 100
100 100 100
100 100 100
100 100 100
100 100 100
100 100 100
100 100 -
100 100 100
100 100 100
100 100 100
100 100 100
80 80 60

Except for Gipsey and SHIL, which were incorporated in the British Virgin Islands (BVI) and use Hong

Kong dollars {(HKE) as their functional currency, all the other subsidiaries were incorporated and

registered in the Philippines which use Philippine Peso as their funetional currency.

All subsidiary undertakings are included in the consolidation. The proportion of the voting rights in the

subsidiary undertakings held directly by the Parent Company do not differ from the proportion of

ordinary shares held.

The summarized financial information of subsidiaries with significant non-controlling interest as at and

for the period ended March 31, 2021 and year ended December 31, 2020 are disclosed in Note 9.
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(a) Subswdiaries

Subsidiaries are all entities (inciuding structured entities) over which the Group has contral. The Group
controls an entity when the Group is exposed fo, or has rights to, variable returns from its invalvement
with the entity and has the ability to affect those returns through its power over the entity. Subsidiaries
are fully consolidated from the date on which control is transferred to the Group. These are

ated from the date that conirol ceases.

The Group also assesses the exisience of control where it doss not have more than 50% of the voting
power by virtue of de facto control. De facte control may arise in circumstances where the size of the

Group's voting rights relative to the size and dispersion of ings of other shareholders give the Group
control over the investee,

Whenever the Group obtains control of one or mare other entities, it assesses whether the acquired
group of net assets constitutes a business. In assessing whether a transaction is an acquisition of a
business or assets, the Group identifies the elements in the acquired group, assesses the capability of
the acquired group to produce outputs, and assesses the capabilty of a market participant to produce
outputs if missing elements exist. If the assets acquired are not a business, the Group accounts for the
transaction or other event as an asset acquisition.

The Group applies the acquisition method to account for business combinations. The consideration
transferred for the acquisition of a subsidiary is the fair values of the assets transferred, the liabilities
incurred to the former owners of the acquiree and the equity interests issued by the Group. The
consideration transferred includes the fair value of any asset or liability resulting from a contingent
consideration arrangement. Identifiable assets acquired and liabilities and contingent liabilities assumed
in @ business combination are measured initially at their fair values at the acquisition date. On an
acquisition-by-acquisition basis, the Graup recognizes any non-controlling interest in the acquiree either
at far value or at the non-controlling interest's propartionate share of the recognized amounts of
acquiree’s identifiable net assets.

Acquisit  related costs are expensed as incurred.

If the business combination is achieved in stages, the acquisition date carrying value of the acquirer's

previously held equity interest in the acquiree is remeasured 1o fair value at the acquisition date through
profit or loss.

Any contingent consideration to be lransferred by the Group is recognized at fair value at the acouisition
date. Subseguent changes to the fair value of the contingent consideratjon that is deemed to be an
asset or liability is recognized in accordance with PFRS 9 either in profit or loss or as a change to other
comprehensive income. Contingent conslderation that is classified as equity is not re-measured, and its
subsequent settlement is not accounted for within equity.

If the excess of the consideration is transfarred, the amount of any non-contralling interest in the
acquiree and the acquisition-date fair value of any previous equity interest in the acquiree over the fair
value of the identifiable net assets acquired is recorded as goodwill. If the total of consideration is
transferred, non-controlling interest recognised and previously held interest measured is less than the

fair value of the net assets of the subsidiary acquired in the case of a bargain purchase, the difference is
recognised directly in profit or loss,

Intercompany transactions, balances and unrealised gains on transactions betwsen Group companies
are eliminated. Unrrealized losses are also eliminated. When necessary, amounts reported by
subsidiaries have been adjusted to conform with the Group’s accounting policies.
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{b} Changes in ownership inlerests in subsidiaries without change of control

Transactions with non-controlling interests that do not result In loss of control are accounted for as
equity ransactions - that is, as transactions with the owners in their capacity as ownars. For
purchases from non-controlling interests, the difference between any consideration paid and the
relevant share acquired of the carrying value of net assels of the subsidiary is recorded ine  ty,
Gains or losses on disposals {0 non-controlling interests are also recorded in equity.

(b} Disposal of subsidiaries

When the Group ceases to have control, any retained interest in the entity is re-measured 1o its fair
value at the date when control is lost, with the change in carrying amounrt recognized in profit or loss.
The fair value is the initial carrying amount for purposes of subsequently accounting for the retained
interest as an associate or financial asset. In addition, any amounts previously recognized in other
comprehensive income in respect of that entity are accounted for as if the Group had directly disposed
of the related assels or liabilities. This may mean that amounts previously recognized in other
comprehensive income are reclassified to profit or loss,

{c} Associatas and joint ventures

Associates are all entities over which the Group has significant influence but nat control, generaily
accompanying a shareholding of between 20% and 50% of the voting rights. Investments in associates
are accounted for using the equity method of accounting.

Interests in joint ventures are accounted for using the equity method, after initially being recognized at
cost in the consolidated statement of financial position.

Under the equity method of accounting, the investments are initially recognized at cost and adjusted
thereafter to recognize the Group's share of the post-acquisition profits or losses of the investee in
profit or joss, and the Group's share of mavemeants in other comprehensive income of the investee in
other comprehensive income. Dividends received or receivable from associates and joint veniures
are recognized as a reduction in the canrying amount of the investment.

When the Group increases its stake in an existing associate and gains control in that investmen, the
investment becomes a subsidiary. When the entity obtains controi of the investment (an investor
contrals an investee when it is exposed, or has rights, to variable retums from its involvement with the
investee and has the ability to affect those returns through its power over the investes) that was
previolsly accounted for under equity methed, the carrying amount of the investment in associate s
derecognized and the assets and liabilities acquired are recognized in the Group's consolidated financial
statements at acquisition date,

When the Group’s share of losses in an equity-accounted investment equals or exceeds its interest in
the entity, including any other unsecured long-tarm receivables, the Group does not recognize further
iosses, unless it has incurred obligations or made payments on behalf of the other entity.

Unrealized gains on transactions betwean the Group and its associates and joint ventures are
eliminated to the extent of the Group's interest in these entities, Unrealized losses are also eliminated
unless the transaction provides evidence of an impairment of the asset transferred. Accounting policies
of equity accounted investees have been changed where necessary to ensure consistency with the
policies adopted by the Group.

If the ownership interest in an associate or a Joint venture is reduced but joint control or significant

influence is retained. only a proportionate share of the amounts previously recognized in other
cornprehensive inceme are reclassified to profit or loss where appropriate.
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The Group determines at each reporting date whether there is any objective evidence that the
investment is impaired. If this is the case, the Group calculates the amount of impairment as the
difference between the recoverabie amount of the investments and its carrying value and recognizes the
amount adjacent to ‘share in net earnings of associates’ in the consalidated statement of total

comprehensive income. The carrying amount of equity-accounted investments is tested for impairment
in accordance with the policy described in Note 19.13.

Dilution gains and losses arising from invesiments are recoghized in profit or loss. Invesiment in
subsidiaries and associates are derecognized upon disposal. Gains and iosses on disposals of these
investments are determined by comparing the proceeds with the carrying amount and are included in
profit or loss.

184  Cash and cash equivalents

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

19.5  Financial instruments
18.5.1 Classification of financiai assets
The Group classifies its financial assets in the following measurement categories:

those to be measured subsequently at fair value either throtigh other comprehensive income {"OCM)
or through profit or loss, and
those to be measured at amortized cost.

The classification depends on the Group's business model for managing the financial assets and the
contractual terms of the cash flows.

For assels measured at fair value, gains and losses will either be recorded in profit or loss or OCI. For
investments in equity instruments that are not held for trading, this will depend on whather the Group

has made an irrevocable election at the time of initial recognition to account for the equity investment at
FVOCI.

The Group reclassifies debt investments wher and only when its business model for managing those
assets changes.

31.5.2 Measurement of financial assets

At initial recognition, the Group measures a financial asset at its fair value plus, in the case of a financial
asset not al fair value through profit or loss (* FVTPL"}, transaction costs that are directly attributable to
the acquisition of the financial asset. Transaction costs of financial assets carried at FVTPL are
expensed in profit or loss.

Financial assets with embedded derivatives are considered in their entirety when determining whether
their cash flows are solsly paymenit of principal and interest.

Debt instruments

Subsequent measurement of debt instruments depends on the Group's business modsl for managing
the asset and the cash flow characteristics of the asset. There are three measurement categories into
which the Group classifies its debt instruments:
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Amortized cost: Assets that are held for collection of contractual cash flows where those cash fiows
represant solely payments of principal and interest are measured af amortized cost. Interest income
from these financial assets is inciuded in other income using the effective interest rate method. Any
gain or loss arising from derecogpnition is recognized directly in profit or loss and presented in other
income, net, together with foreign exchange gains and losses. Impairment losses are presented in
other general and administrative expenses in the consolidated statements of tatal comprehansive
income.

The Group's financial assets at amortized cost sonsist of cash and cash aquivalents (Note 3), trade
and other receivables (Note 5), refundable deposits under prepaid taxes and other current assets
(Note 7) and other non-current assets (Note 13) in the consolidated statements of financial position.

FVOCI: Assets that are held for collection of contractual cash flows and for selling the financial
assets, where the assets’ cash flows represent solely payments of principal and interest, are
measured at FYOCI. Movements in the carrying amount are taken through QCI, except for the
recognition of impairment gains or losses, interest income and foreign exchange gains and losses
which are recognized in profit or Ioss. When the financial asset is derecognized, the cumulative gain
or loss previously recognized in OCI is reclassified from equity to profit or loss and recognized in
other income, net. Interest income from these financial assets 1s included in finance income using
the effective interest rate method. Foreign exchange gains and losses are presented in other
incame, net, and impairment expanses are presented in other general and administrative expenses
in the consolidated statements of total comprehensive income

The Group does not have debt instruments at FVOC! as at December 31, 2020.

¢ FVTPL: Assets that do not meet the criteria for amortized cost or FVOCI are measured at FVTPL. A
gain or foss on a debt investment that is subsequently measured at FVTPL s recognized in profit or
loss and presented within cther income, net, in the period in which it arises.

The Group does net have debt instruments at FVTPL as at December 31, 2026.

Equity instruments

The Group subsequently measures all equity investments at fair value through profit or loss, except
where the Group’s management has elected, at initial recagnition, to irevocably designate an equity
investment at fair value through other comprehensiv income. The Group’s policy is to designate equity
investments as FVOCI when those investments are held for purposes other than to generate investment
returns. When this election is used, fair value gains and losses are recognized in OC| and are not
subsequently reclassified to profit or loss, including on disposal. impairment losses {and reversal of
impairment losses) are not reported separately from other changes in fair value. Dividends, when
representing a refur on such investments, continue to be recognized n profit or loss as other income
when the Group's right to receive payments 1s established.

The Group’s financial assets measured at FVOC| represent unquated shares of stock of related parties
and quoted investments in various golf club shares and stocks. These are separately shown in the
consolidated statements of financial position (Note 11).

Dividends are recognized when the Group's right fo receive payment is established, it is probable the
economic benefits will flow to the entily ard the amount can be measured reliably. Dividends are
recognized in profit and loss unless they clearly represent recovery of a part of the cost of the
investment, in which case they are included in other comprehensive income. Changes in fair vaiue are

recognized in other comprehensive income and are never recycled to profit and loss, even if the asset is
sold or impaired.
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18.5.3 Impairment

The Group assesses on a forward-locking basis the expected credit usses associated with its debt
instruments carried at amortized cost and FVOCI. The impairment methodology applied depends on
whether there has been a significant increase in credit risk,

For trade receivables, the Group applies the PFRS g simplified approach to measuring expected credit
losses which uses a lifetime expected loss allowance. To measure the expected credit lossas, trade
receivables and coniract assets have been grouped based on shared credit risk characteristics and the
days past dus,

The expecied loss rates are based on the payment profiles of counterparties over a period of 36 months
before January 1, 2019 and the corresponding historical credit losses axperienced within this period.
The historical loss rates are adjusted to refiect current and forward-loaking information on
macroaconomic factors affecling the ability of the customers to settle the receivables, The Group has
assessed that the impact of forward-looking information on the loss rates applied is immaterial,

Impairment losses on receivabies are presented in other general and administrative expenses

consolidated statement of total comprehensive income. Subsequent recoveries are credited to other
income.

19, Classification and measg ent neial habilities

Financial liabilities are classified in the following categories: financial liabilities at fair value through
profit or loss (Including financial liabilities held for trading and those that designated at fair value); and

1at liabilities at amortized cost. The Group did not measure its financial liabilities at fair value
through profit or loss as at December 31, 2020.

Financial liabilities that are not classified as at  vaiue through profit or loss fall into this category
and are measured at amortized cost,

The Group's accounts payable and other current liabilities {excluding advanced rental, contract liabilities
customers’ deposils, reservation payable, output VAT, deferred output VAT and payable to government
agencies) (Note 14), installment payable, deposits from tenants {Note 16}, dividends payable, accrued
employee benefits (excluding retirement benefits) and bank loans (Note 15) are classified under
financial liahilities at amortized cost,

19.65 Initial recognition

Regular purchases and sales of financial assets are recognized on the trade date (the date on which
the Group commits to purchase or sell the asset).

Financial assets and liabilities not carried at fair value through profit or loss are initially recognized at
fair value plus transaction costs, Financial assets and liabilities carried at fair value through profit or

loss are initially recognized at fair value, and transaction costs are recognized as expense in profit or
loss.

The Group recognizes a finangial liabifity in the consolidaled statement of financial position when the
Group becomes a party to the contractual provision of the instrument.
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9.56 Day 1 difference

Where the transaction price in a non-active market is different from the fair value from other observabie
current market transactions in the same instrument or based on a valuation technique whose variables
include only data from observable market, the Group recognizes the difference bstween the transaction
prica and fair value {a Day 1 diffsrence) in the profit or loss unless it qualifies for recognition as some
other type of asset. In cases where the data used are not observable, 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 Group determines the
appropriate method of recognizing the Day 1 difference,

19.5.7 Derecognition

Financial assets are derecognized when the rights to receive cash flows from the investments have

expired or have been transferred and the Group has transferred substantially afl risks and rewards of
ownership.

Financial fiabilities are derecognized when the obligation is discharged cr is cancelled or has expirad.
When an existing financial liability is reptaced by another from the same lender on substantially different
terms, or the tems of an exisling liability are substantially modified, such modification is freated as 2
derecoghnition of the eriginal liability and the recognition of a new lizbility, and the difference in the
respective carryinga  nts is recognized in profit or loss.

19.5.8 Offsetting of financial instruments

Financial assets and liabilities are offset and the net amount reported in the consolidated statement of
financial position when there is a legally enforceable right to offset the recognized amounts and there is
an intention to seftle on a net basis or realize the asset and settle the liability simultaneously, The
legally enforceable right rmust not be contingant on future events and must be enforceable in the normal
course of business and in the event of defautt, insalvency or bankruptcy of the Group or the
counterparty. There are no offsetling arrangements as at December 31, 2020 and 2019.

96  Trade and other receivables

Trade receivables arising from regular sales with credit term of 30 to 60 days and other receivables are

recognized initially at fair value and subsequently measured at cost using the effective interest method,
less any provision for impairment.

The Group applies the PFRS 9 simpiified approach to measuring expected credit losses which uses a
lifetime expected loss allowance for all trade receivables. To measure the expecled credit losses, trade
receivables have been grouped based on shared credit risk characteristics and the days past due. The
carrying amount of the asset is reduced through the use of an allowance account, and the amount of the
loss is recognized within operating expenses in the consolidated statement of total cormprehensive
income. When a receivable remains uncollectible after the Group has exerted all legal remedies, it is
written-off against Ihe allowance account for trade receivables Subsequent recoveries of amounts
previously written-off are credited against other general and administrative expenses in the consolidated
staternent of total comprehensive income.

The expected loss rates are based on the payment profiles of sales over a period of 36 months before
January 1, 2019 and the corresponding historical credit losses experienced within this period. The
historical loss rates are adjusted to reflect current and forward-fooking information on macrosconomic
factors affecting the ability of the customers to settle the receivables,

Refer to Note 19.5 for olher relevant accounting policies on trade and other receivables.
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19.7  Properties held for sale

Properties held for sale are properties being constructed or acquirad for sale in the ardinary course of
business, rather than for rental or capital appreciation, and are carmed at the lower of cost and net
realizable value (NRV). NRV is the estimated seliing price in the ordinary course of the business, bassd
on market prices at the reporting date, less estimated costs of completion and estimated costs to sell,

Cost of condominium units held for sale represents accumulated costs of the unseld units of the
completed projects. Cost includes those directly attributable to the canstruction of the projects such as
cost of land, direct materials, borrowing costs, professional and consuitancy fees, and project
management costs, which are allocated to the unsold units,

Cost of construction in-progress represents the accumulated costs for the construction and development
of the ongoing projects It includes those that are direcily attributable to the construction of the projects
such as cost of land, direct materiais, borrowing costs, professional and consultancy feas, and project
management costs,

Properties held for sale are derecognized when they are sold or there are no future benefits to the
Group. The carrying amount of those properties held for sale is recognized as an expense, reported as
cost and expenses in the periad in which the related revenue is recognized.

188 P d s and other assets

Input VAT, which represents taxes arising from purchases of goods and services, are caried at face
amount or at nominal amount less allowance for impairment loss. This is derecognized when applied
against output tax, when written off or when actual refund is received. When input VAT is derecognized,
its cost and accumulated impairment losses, if any, are eliminated from the account,

Creditable withholding taxes are carried at face amount or at nominal amount. Creditable withholding
taxes are included in current assets, except when these are axpected to be utifized more than twelve
months after the end of the reporting period, in which case these are classified as non-current assets.
Creditable withholding taxes are derecognized when utilized or applied against income tax due.

Prepayments are expenses paid in cash and recorded as assels before they are used or consumed, as
the service or benefit will be received in the future. payments expire and are recognized as expense
either with the passage of time or through use or consumption,

Other current assets include assets that are realized as part of the normal operating cycle and are
expected to be realized within 12 months after the repo g period.

Restricted fund represents cash deposit with a third party for a purchase of a property. Restiicted fund
is derecognized upan full payment to the third party. The Group then determines whether the property
is fo be classified as property held for sale, an investment property, or property and equipment
depanding on the usage of the property,

18.9  Investment properties

Investment property is defined as property held by the owner or by the lessee under a finance lease to
earn rentals or for capital apprsciation or bath, rather than for- {z) use in the production of supply of
goods or services or for administra  purposes; or (b} sale in the common course of business.

The Group's investment property, principally comprising of properties in Mandaluyong and Makati City

are held for capital appreciation and is not occupied by the Group. The Group has adopted the fair
value model for its investment properties (Nate 10).
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After inifial recognition, investment property is carried at fair value as determined by an independent firm
of appraisers. Fair value is based on direct incomse capitalization approach and market comparison
approach, adjusted, if necessary, for any difference in the nature, location or condition of the specific
asset. If this information is not available, the Group uses alternative valuation methods such as recent
prices on less active markets or discounted cash flow projections. These vajuations are reviewed
annually by the independent appraiser Investment property that is being redeveloped for continuing
use as investment propedy or for which the market has become less active continues to be measured at
fair value.

Subsequent expenditure is charged to the assef's carrying amount only when it is probable that future
economic benefits associated with the item will flow to the Group and the cost of the item can be
measured reliably. All other repairs and maintenance cosls are charged fo profit or loss during the
financial period in which they are incurred.

Changes in fair values are recognized in the consolidgated statement of total comprehensive income
under gain on fair value adjustment of investment properties.

An investment property is derecognized from the consolidated statement of financial pasition on
disposal or when the investment property is pemanently withdrawn from use and no future economic
benefits are expected from its disposai.

Removal of an item within investment property is triggered by a change in use, by sale or disposal. if an
invesiment property becomes owner-occupied, it is reclassified as property and equipment (Note 19.11)
and its fair value at the date of reclassification becomes its cost for accounting purposes.  in or loss
arising from disposal is determined as the difference between the net disposal proceeds and the

carrying amount of the asset. Gain or lass on disposal is recognized in profit or loss in the period of the
disposal,

Property that is being construcied or developad for future use as investment property is classified as
investment praperty.

impairment of investmant properties is discussed .n Note 19.13.

19.10  Real estate development projects

Real estate development projects are undertaken by the subsidiaries and are carried at cost less any
impairment in value. Cost primarily consists of acquisition cost of the property being constructed, air
rights, expenditures for the development and construction of the real estate project and borrowing costs

incurred, if any, in the acquisition of qualifying assets during the construction period and up to the date
of completion of construction,

11 Property and equipment

Property and equipment, except land rights, are stated at historical cost less depreciation and
amortization, and accumulated impairment losses, if any. Historical cost includes expenditure that is
directly attributable to the acquisi ion of the items, which comprises its purchase price and any directly
attributable costs of bringing the asset to its working condition and location for its intended use.

Subsequent costs are includead in the asset's carrying amount or recognized as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the iiem will flow to
the Group and the cost of the item can be measured reliably. All other repairs and maintenance are
charged fo the consolidated statement of total comprehensive income within other general and
administrative expenses during the financial period in which they are incurrad.

Land rights are not depreciated. Depreciation and amorlization of property and equipment are
calculated using the straight-line method to allocate their cost to thair residual values over their
estimated useful fives (in years), as follows:



Building and leasehold improvements 25 or lgase term,

whichever is shorter
Transportation equipment 3to5

Furniture, fixtures and other equipment B 2ic 5

Majer renovations are depreciated over the remaining useful life of the related asset.

The assets’ residual values and estimated useful lives are reviewed periodically, and adjusted i
appropriate, at each reporting date.

An assel's carrying amount is written down immediately to its recoverable amount if the assel's carrying
amount is greater than its estimated recoverable amount (Note 19.13).

The carrying amount of an item of property and equipment is derecognized on disposal or when no
future economic benefits are expected from its disposal at which time the cost and related accumulated
depreciation and amortization are removed from the accounts. Gain or loss arising on the disposal or
retirement of an asset is determined as the difference between the sales proceeds and the carrying
amount of the asset and is recognized under other income or expense in the consolidated statement of
total comprehensive income,

Depreciation or amortization ceases at the earlier of the date when the asset is classified as either
investment property or property held for sale and the date the asset 1s derecognized.

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 to the consolidated statement of
total comprehensive income.

1912 Goodwill

Goodwill arises onthe acq  ition of subsidiaries and represents the excess of the consideration
transferred, the amount of any NC| in the acquired company and the acquisition-date fair value of any

previously-held interest in the acquired company over the fair value of the identifiable nel assets
acquired.

Far the purpose of impairment testing, goodwill acquired in @ business combination is allocated to each
of the cash generating units (CGUs ), or groups of CGUs, that is expecied to benefit from the synergies
of the combination. Each unit or group of units to which the goodwill is allocated represents the lowest
level within the entity at which the goodwill is monitored for internal management purposes. Goodwill is
monitored at the operating segment level. Gains and fosses on the disposal of a subsidiary include the
carrying amount of goodwill relating to the entity sold.

Goodwill impairment reviews are undertaken annually or more frequently if events or changes in
circumstances indicate a polential impairment. The carrying value of goodwill is compared to the
recoverable amount, which is the higher of value in use and the fair value less costs to sell. Any
impairment is recognized immediatefy 2s an expense and is not subsequently reversed,

19.13 impairment of non-fin  al assets

Non-financial assets that have an indefinite useful life are not subject to amortization and are tested
annually for impairment. Assets that have definite useful lives are subject to amortization and are
reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is recognized for the amount by which the asset's
carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an agsei's
fair value less costs to sell and value n use. Value in use requires the Group to make estimates of
future cash flows to be derived fram the particular asset, and to discount them using a pre-tax market
rate that reflect current assessments of the time value of money and the risks specific to the asset. For

purposes of assessing impairment, assets are grouped at the lowest fevels for which there are
separately identifiable CGUs
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Where an impairment loss subsequently reverses, the carrying amaunt of the asset or CGU is increased
to the revised estimate of its recoverable amount, but the increase should not exceed ihe camying
amount that would have been determined had not the impairment loss been recognized for the asset or
CGU in prior years. A reversal of an impairment loss is recognized as income immediately.

19.14  Accounts payable and other current liabilities

Accounts payable and other current liabilities are obligations to pay for goods or services that have
been acquired in the ordinary course of business from suppliers, Accounts payable and financial
liabilities at amortized cost are classified as current liabilities it payment is due within one year or less

(or in the normal operating cycle of the business, if longet). If not, these are presented as non-current
liabilities.

Accounts payable and other current liabilities are measured at the original invoice amount as the
effect of discounting is immaterial.

Relevanl accounting policies for classification, recognition, measurement and derecognition of

accounts payable and other current liabilities and financial liabilities at amortized cost are presented in
Note 19.5.

1915 Deposits from tenants

Deposits from tenants are carried at the present value of future cash flows using approgriate discount
rates. The difference belween the present value and the aciual deposit received is treated as additional
rental incentive which is recorded under "deferred lease income" in the consolidated statement of

financial position and are recognized as rental income using the straight-line method over the term of the
lease.

19.16 Borrowings and borrowing costs

Borrowings are initially recognised at fair value, net of transaction costs incurred Borrowings are
subsequently measured at amortised cost. Any difference between the proceeds {net of transaction
costs) and the redemption amount is recognised in profit or loss over the period of the borrowings using
the effective interest method.

Borrowings are removed from the balance sheet when the obligation specified in the contract is
discharged, cancelled or expired. The difference between the carrying amount of a financial liability that
has been extinguished cr transferred to another party and the consideration paid, including any non-
cash assets transferred or liabilities assumed, is recogrised within interest expense and bank charges in
the consolidated statement of total comprehensive income.

Borrowings are classified as cument liabilities unless the Group has an unconditional right to defer
setllement of the liability for at least 12 months after the reporting period.

Borrowing costs directly attributabie to the acquisition, construction or production of a qualifying asset
are capitalized as part of the cost of that asset. All other borrowing costs are recognized and charged to
profit or foss in the year in which they are incurred. The Group decided to avail relief issued by the SEC
per Memcrandum Circular No. 4-2020. The SEC provided for the relief to the real estate industry by
deferring the implementation of IFRIC Agenda Decision on Over Time Transfer of Constructed Goods
{PAS 23} until December 31, 2020 {Note 19.2),

36



19.17 Fawrva measurement

Fair vaiue is the price that would be received to sell an asset or paid 1o transfer a liability in an orderiy
transaction between market participants at the measurement date.

The fair value of a non-financial asset is measured based on its nighest and best use. The asset's
current use is presumed to be its highest and best use.

The fair value of financial and non-financial liabilities takes inlo account non-performance risk, which is
the risk that the entity will not fulfill an obligaticn.

The Group classifies its fair value measurements using a fair value hierarchy that reflects the

significance of the inputs used in making the measurements. The fair value hierarchy has the following
levels:

¢ quoted prices {unadjusted) in active markets for identical assets or liabilities (Level 1),
* inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly (that is, as prices) or indirectly (that is, derived from prices} (Level 2); and

* inputs for the asset or liability that are not based on observable market data (that is, uncbservable
inputs) (Level 3).

The appropriate level is determined on the basis of the lowest level input thal is significant 1o the fair
value measurement.

The fair valus of financial instruments traded in active markets is based on quoted market prices at the
reporting date. A market is regarded as active if quoted prices are readily and regularly avasiable from
an exchange, dealer, broker, industry company, pricing service, or regulatory agency, and those prices
represent actual and regularly occurrting market transactions on an arm’s length basis. The quoted
market price used for financial assets held by the Group is the current bid price. These instruments are
included in Level 1. The financial asseis at fair value through profit or loss and listed financial assets at
FVOCI financial assets are classified under Leve| 1 category.

The fair value of assets and liabilities that are not traded in an active market (for example, over-the-
counter derivatives) is determined by using valuation techniques. These valuation techniques
maximize the use of observable market data where it is available and rely as little as possible on
enlity specific estimates. if all significant inputs required to fair value an instrument are observable,
the asset or liability is included in Level 2. if one or mare of the significant inputs is not based on
cbservable market data, the asset or liability is Included in Level 3. The Group's unlisted finangial

assets at FVOC! financial assets, refundable deposits, instaliment payable and deposits from tenants
are included in
Level 3.

The Group uses vaiuation techniques that are appropriate in the circumstances and applies the
technigue cansistently, Commonly used valuation techniques are as follows:

Market approach - A valuation technique that uses prices and other relevant information
generated by market transactions invalving identical or comparable (i.e | similar) assets, liabilities
or a group of assets and liabilities, such as a business.

*» Income approach - Valuation techniques that convert fulure amounts (e.g., cash flows or income
and expenses) lo a single cuirent (i.e., discounted) amount. The fair value measurement is
determined an the basis of the value indicated by current market expectations about those future
amounts.

e Cost approach - A valuation technique that reflects the amount that would be required currently to
replace the service capacity of an asset {often referved to as current replacement cost).

Specific valuation technigues used to vaiue financial instruments include:
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Quoted market prices or dealer quotes for simiar instruments.

* The fair value of interest rate swaps is calculated as ihe present value of the estimated future cash
flows based on observable vield curves.
The fair value of forward foreign exchange contracts is determined using forward exchange rates at
the reporting date, with the resulting value discounted back to present value.

Other techniques, such as 1scounted cash flow analysis, are used to determine fair value for the
remaini ial instruments.

19.48 Current and deferred income tax

The tax expense comprises current and deferred income taxes. Tax is recognized in profit or loss,
except to the extent that it relates to items recognized in other comprehensive income or directly in

equity. In this case, the tax is also recognized in other comprehensive income or diractly in equity,
respectively.

The current incorne tax expense is calculated on the basis of the tax laws enacted or substantively
enacted at the reporting date where the Group vperates and generates taxable income. Management
periodically evaiuates positions taken in tax returns with respect to situations inwh  applicable tax
regulation is subject to interpretation and establishes provisions where appropriate on the basis of
amounts expected to be paid {o the tax authorities.

In the sale of condominiumn units resu ting in recognition of installments contracts receivable, full
recognition for income tax purposes is applied when mare than 25% of the selling price has been
collectad in the year of sale. Otherwise, the installmant method is applied,

Deferred income tax is provided in Full, using the liabiiity method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consolidated financial
statements. Deferred income tax is determined using tax rates {and laws) that have been enacted or
substantively enacted at reporting date and are expected to apply when the reiated deferrad income tax
asset is realized or the deferred income tax liability is settled.

Deferred income tax assets are recognized for all deductible termporary differences, carry-forward of
unused tax losses (net operating loss carryover or NOLCO) and unused tax credits {excess minimum
corporate income 1ax or MCIT) to the extent that it is probabie that future taxable profit will be
available against which the temporary differences, unused tax losses and unused tax credits can be
utilized. The Group reassesses at each reporting date the need o recognize a previously
unrecognized deferred income tax asset,

Deferred income tax assets are recognized on deductible temporary differences arising from
investments In subsidiaries and associates only to the extent that it is probable the temporary
difference will reverse in the future and there is sufficient taxable profit available against which the
temiparary difference can be ulilized.

Deferred income tax liabilities are recognized in full for all taxable temporary differences, except to the
axtent that the deferred income tax liability arises from the initial recognition of goodwill. Deferred
income tax liahilities are provided on taxable temporary differences arising from investments in
subsidiaries and associates, except for deferred income tax liability where the timing of the reversal of
the temporary diference is controlled by the Group and it is probable that the temporary difference wiil
not reverse in the foreseeable future. Generally, the Groyp is unable to control the reversal of the
temporary difference for associates. Only where there is an agreement in place can the Group control
the reversal of the temporary difference that was not recognized.

Deferred income tax assets and ligbilities are offset when here is a legally enforceable right to offset
current tax assets against current tax liabilities and when the deferred income tax assets and liabilites

relate to income taxes levied by the same taxation authority where there is an intention to settle the
balances on a net basis.
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Deferred income tax assets and liabilities are derecognized when relevant temporary differences have
been realized and seftled, respectively. The Group reassesses at each reporting date the need to
recognize previously unrecognized deferred income tax asset.

19.19 Provisions

Provisions are recognized when: the Group has a present legal or constructive obligation as a result of
past events, it is more likely than not that an outflow of resources wilf be required to settle the obligalion;
and the amount has been reliably estimated. Provisions are not recognized for future operating losses.
Provisions are derecognized when the obligation is paid, cancelled or has expired,

Where there are a number of similar abligations, the likelihood that an outflow will be reduired in
setilement is determined by considering the class of obligations as a whol A provision is recognized

even if the likelihood of an cutflow with respect to any one item included in the same class of obligations
may be small.

Provisions are measured at the present value of the expenditures expected to be required 1o settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and
the risks specific to the obligation. The increase in the provision due to passage of time is recognized as
interest expense.

Provisions are reviewed at each reporting date and adjusted lo reflect the current best estimate. ¥ it is
ne longer probable that an outflow of resources embodying economic benefits will be required to settle
the obligation, the reversal is recognized in the consolidated statement of total comprehensive income
within the same line item in which the original provision was charged.

19.20 Equity

{8} Share capital

Share capital consists of common shares, which are stated at par value, that are classified as equity.

Share premium 15 recognized for the excess proceeds and subscriptions over the par value of the
shares issued.

{h) Treasury shares

Where any membsr of the Gioup purchases its own equity share capital (treasury shares), the
consideration paid, including any directly attributable increrental costs (net of income taxes) is
deducted from equity atiributable to the Parent Company’s shareholders until the shares are cancelled,
reissued or disposed of Where such shares are subsequently sold or reissued, any consideration
received, net of any directly attributable incremental transaction costs and the related income tax effects,
is included in equity attribuiable ta the Parent Company's shareholders.

(c) Relained eamings

Retained eamnings include current and prior years' results of operations, net of transactions with
shareholders and dividends declared, if any.

{d) Dividend distribution

Dividend distribution to Parent Company's shareholder is recognized as a liability in its financial
statements in the period in which the dividends are approved by the Board of Directors.
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1 Eamings per share

Basic earnings per share is calcufaled by dividing net income by the weighted average number of
comman shares in issue during the year.

Diluted earnings per share is computed in the same manner as basic earnings per share, however,
profit attributable to common shareholders the weighted average number of shares outstanding are
adjusted far the effects of all dilutive potential common sharas.

19.22 Employee benefits
{a) Retirement benefits

The Group maintains a defined benafit retirement plan determined by periodic actuarial calculations.
This defined benefit retirernent plan is funded through payments {o a trustee-administered fund and
determined by periodic actuarial caleulations. A defined benefit plan is a retirement plan that defines an
amount of pansion benefit that an employee will receive on retirement, usually dependent on one or
more faciors such as age, years of service and compensation.

The liability recognized in the consolidated statement of financial position in respect of defined benefit
retirement plan is the present value of the defined benefit obligation at the end of the reporting period
less the fair value of plan assets. In cases when the amount determined results in & surplus (being an
excess of the fair value of the plan assets over the present value of the defined benefit obligation), the
Group measures the resulfing asset at the lower of: (@) such amount determined; and (b) the present
value of any economic benefits available to the Group in the form of refunds or reductions in future
contributions to the plan. The defined benefit obligation is calculated annually by an independent
actuary using the projected unit credit method. The present value of the defined benefit obligation is
determined by discounting ihe estimated future cash outflows using interest of government bonds
converted intd zero coupon rates that are denominated in the currency in which the benefits will be paid,
and that have terms to maturity which approximate the terms of the related retirement liakbility.

Remeasurement gains and losses arising from experience adjustments and changes in actuarial

assumptions are charged or credited to equity in other comprehensive income in the period in which
they arise.

Past-service costs are recognized immediately in profit or loss.

{b) Terminalion benefits

Termination benefits are payable when empioyment is terminated by the Group before the normal
retirement date, or whenever an employee accepls voluntary redundancy in exchange for these

benefits The Group recognizes termination benefits at the earlier of the following dates: (a) when the
Group can no longer withdraw the offer of those benefits: and {b) when the entity recognizes costs for a
restructuring that is within the scope of PAS 37 and involves the payment of terimination benefits, in the
case of an offer made to encourage voluntary redundancy, the termination benefits are measured based
on the number of employees expected to accept the offer. Benefits falling due more than 12 months
after the reporting date are discounted to present value,

(¢} Short-term employee benefils

The Group recognizes a  bility and an expense for short-ferm employee benefits which include
salaries, paid sick and vacation leaves and bonuses. Bonuses are based on a formula that takes into
consideration the resulting qualified profits. The Group recognizes a provision when contractually
abliged or when there is a past practice that has created a construstive obligation.

Liabilities for employee benefits are derecognized when the obligation is seftied, cancelled or has
axpired.
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18.23 Income and expense recognition

The Group assesses its revenue arangements against specific criteria in order to determine if it is
acting as a principal or as an agent. The Group has concluded that it is acting as the principal in all
of its revenue arrangements since it is the primary ahligor in all the revenue arrangements, has
inventory risk and pricing latitude,

The following specific recognition criteria must be met before revenue and expenses are recognized;

{a) Revenue
Revenue from condominium sales

The Group develops and sells condominium units. Under a coritract to sell a condominium unit, the
object is the property itself, which is the normal output of a regl eslaie business. In addition, this
contract contains information such as the contracting parties’ rights and payment terms, which are
essential elements for a valid revenue contract. The Group assesses that contract must be signed by
the contracting parties to make it enforceable prior to revenua recognition. Also, the developer
assesses the commarcial substance of the contract and the probability that it will collect the
consideration. Collectability of the contract price is demonstrated by tha buyer's commitrment to pay,

which is supported by the buyer's initial and continuous investments that malivates the buyer to honor its
obligation.

Contracts to sell condominium units are writien on a lump sum payment basis or instaliment basis which
include 10-20% reservation, down payments with instaliment terms ranging from 1-5 years.

The Group salisfies its performance obligation as it develops the property. In accordance with PFRS 15
and Philippine Interpretations Committee (PIC) 2016-04, the Group considers that the Group's
performance does not create the assat with an alternative use to the Group and it has an enforceable
right to payment for performance completed to date. Therefore, revenue is recognized over time, i.e. as
the related obligations are fulfilled, measured principally using the output method on the basis of the
estimated completion of a physical proporticn of the contract work, Land and matenals delivered on
site, such as steels, rebars and elevalors, which are yet to be installed/attached to the main structure,
are excluded from the percentage-of-completion.

Revenue is measured at the transaction price agreed under the contract, except for contracts where the
timing difference between the construction period and payment by the customer exceeds one year. In
such contracts, the Group assessed that it is necessary to adjust the transaction price for the effects of a
significant financing component as required by PIC Q8A 2018-12, but the Group decided not to adjust
the transaction price and availed the relisf by the SEC per Memorandum Circular No. 3-2019
dated February 8, 2019. The SEC provided relief to the real estate industry by deferring the application
of the provisions of PIC Q&A 2018-12 for a period of three (3) years until January 1, 2021. For
completed projects, revenue from condominium sales are recognized in full (ie. point in time) once the
Group assessed that the contract meets all criteria for revenus recognition.

Under the sales contract, cusiomers are required to pay the transaction price (in the form of progress
billings) over a ceriain period of time. Any excess (deficit) of callections over the recognized revenue
are recognized as conlract liabilties under accounts payable and other current liabilities (installment

contracts receivable under Trade and other receivables, net) as shown in the consolidated statement of
jinancial position.

Payments received from potential buyer to provide exclusive rights to buy a specific condominiumn unit
under certain conditions and up to specified period are treated initially as a liability and are recognized
as part of “customers' deposits’ under accounts payabie and other liabilities. These deposits are applied
a5 payment of the transaction price as soon as the revenue recognition criteria are met.
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Cost of condominium sales include upfront coste such 2s land costs and connection fees, which are
accounted for as fulfiliment costs, and development costs which contribute to the construction progress
of the development project. Fulfillment costs are recognized as contract assets arising from fulfilimeni
costs to the extent that such costs g ve rise to resources that will be used in satisfying performance
obligations in the future and that are expected to be recovered. These costs are included in properties
held for sale in the consolidated statement of financial pasition. Such contract assets are amortized as
cost of condominium sales consisient with the revenue recognition method appliad, subject to
impairment up to the extent that the carrying amount of the asset exceeds (a) the remaining amount of
consideration that the Group expects to receive less (b) direct costs that have not been recognized as
expenses. Development costs ars recognized as expense as the work to which they relate is
perfarmed.

Incremental costs of obtaining a contract to sell candominium units include commissions paid io sales or
marketing agents. Fixed monthly living allowance, transportation allowance provided to real estate
agents and commissions paid prior to signing of contracts to sell are expensed outright. Commissions
paid after signing of contracts are recognized as contract assets arising from costs to obtain a contract
presented as ‘prepaid commission' under prepaid expenses and other current assets in the consolidated
staternent of financial position. These are amortized as cost of condominium sales consistent with the
revenue recognition method applied.

The cost of inventory recognized in profit or loss on disposal (cost of condominium sales; is determined
with reference to the specific and allocated costs incurred on the sold property taking into accouni the
POC. The cost of condominium sales also includes the estimated development costs to complete the
condominium, as determined by the Group’s in-house technical staff, and taking into account the POC.
The accrued development costs account is presented accounts payable and other current
liabillties” in the consolidated staternent of financial position,

Estimated foss on unscld units is recognized in profit or loss immediately when it is probable that total
project costs will exceed total contract revenue.

Condominium units arising from cancellation of contracts tc self are initially measured by the Group
based on its original carrying amount at ihe time it was sold. The Group decided to avail the relief
issued by the SEC per Memorandum Gircutar No. 3-2019 dated February 8, 2019 deferring the
application of the provisions of PIC Q&A 2018-14 fora period of three (3) vears until January 1, 2021

Critical accounting judgment Estimation of net realizable value of properties held for sale

Properties held for sale are caried at the lower of cost and net realizabie value. The net realizable
value of completed condorminium units is the estimated selling price of a condominium unit less
estimated costs necessary to make the sale. While the net realizable value of condominium units under
construction is the estimated seliing price of a condominium unit less estimated costs to complete the

construction, estimated time value of meney to the date of completion and estimated costs necessary to
make the sale.

NRV has been assessed to be higher than cost based on circumstances or conditions as at
December 31, 2020 and 2019, Accordingly, no write-down is desmed necessary.

Critical accounting judgment - Collectability of the transaction price

[dentification of a “contract” for particular real estate sale transagtion in the context of PFRS 15 requires
certain judgments based on the collectability of the transaction price. Collectability of the transaction
price is demonstrated by the buyer's commitment to pay which, in tum is supported by substan