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As at June 30, 2018
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(with Comparative Audited Consolidated
Balance Sheet as at December 31, 2017)



SM PRIME HOLDINGS, INC. AND SUBSIDIARIES

INTERIM CONSOLIDATED BALANCE SHEET
JUNE 30, 2018

(With Comparative Audited Figures as at December 312017)
(Amounts in Thousands)

June 30, December 31,
2018 2017
(Unaudited) (Audited)
ASSETS
Current Assets
Cash and cash equivalents (Nc6, 20 ani 24) B38,774,229 B44,371,53
Investments held for trading (Notes 7, 20, 24 and 25) 737,662 731,076
Receivables (Notes 8, 20, 24 and 25) 31,449,907 34,277,281
Condominium and residential units for sale (Note 9) 8,626,066 8,733,299
Land and development (Note 10) 26,791,995 22,518,138
Available-for-sale investments (Notes 11, 20 and 25) 664,172 641,300
Prepaid expenses and other current assets (Notes 12 and 20) 15,684,85 14,303,412
Total Current Assets 122,728,887 125,576,040
Noncurrent Assets
Investments in associates and joint ventures (Note 14) 25,608,942 24,566,239
Available-for-sale investments - net of current portion
(Notes 11, 20, 24 and 25) 25,657,701 30,464,845
Investment properties - net (Note 13) 285,573,720 273,084,146
Land and development - net of current portion (Note 10) 37,344,407 36,148,036
Derivative assets (Note and 25) 912,696 3,546,69-
Deferred tax assets - net 1,053,259 1,114,291
Other noncurrent assets - net (Notes 15, 20, 24 and 25) 66,986,570 43,917,307
Total Noncurrent Assets 443,137,295 412,841,558

P565,866,182

P538,417,598

LIABILITIES AND EQUITY

Current Liabilities

Loans payable (Notes 16, 20, 24 and 25) B39,400 B744,400
Accounts payable and other current liabilities (Note207 24 and 25) 58,817,05 51,084,082
Current portion of long-term debt (Notes 18, 20, 24 and 25) 5,362,742 25,344,035
Income tax payable 1,441,185 1,035,215
Total Current Liabilities 65,660,384 78,207,732
Noncurrent Liabilities
Long-term debt - net of current portion (Notes 18, 20, 242%) 203,012,328 167,509,484
Tenants’ and customers’ deposits - net of current portion
(Notes 17, 24 and 25) 17,530,480 16,376,024
Liability for purchased land - net of current portion
(Notes 17, 24 and 25) 1,908,08! 2,170,998
Deferred tax liabilities- net 3,215,756 2,877,97.
Derivative liabilities (Notes 24 and 25) 740,340 777,408
Other noncurrent liabilities (Notes 17, 24 and 25) 8,878,697 7,624,067
Total Noncurrent Liabilities 235,285,690 197,335,952

Total Liabilities Carried Forward

P300,946,074

P275,543,684




June 30, December 31,
2018 2017
(Unaudited) (Audited)

Total Liabilities(Brought Forward)

P300,946,074

P275,543,684

Equity Attributable to Equity Holders of the Parent

Capital stock (Notes 19 and 26) 33,166,300 33,166,300
Additional paid-in capital - net 39,886,175 39,662,168
Cumulative translation adjustment 2,607,072 2,110,745
Net unrealized gain on availa-for-sale investments (Note 11) 20,706,149 25,489,705
Net fair value changes on cash flow het (423,017) (311,429)
Remeasurement gain on defined benefit obligation (199,126) (199,126)

Retained earnings (Note 19):
Appropriated 42,200,000 42,200,000
Unappropriated 126,450,091 120,125,945
Treasury stock (Notes 19 and 26) (3,030,212) (3,287,087)
Total Equity Attributable to Equity Holders of the Patr 261,363,432 258,957,221
Non-controlling Interests 3,556,676 3,916,693
Total Equity 264,920,108 262,873,914

P565,866,182

P538,417,598

See accompanying Notes to Interim Condensed Cdasadi Financial Statements.



SM PRIME HOLDINGS, INC. AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF INCOME

(Amounts in Thousands, Except Per Share Data)

Six-Month Periods EndedJune 3(

2018 2017
(Unaudited)
REVENUE
Rent (Note 20) P27,687,863 R24,672,293
Sales:
Real estate 16,767,290 13,631,144
Cinema and event ticket 2,585,249 2,354,349
Others (Notes 20 and 21) 2,730,510 2,593,203
49,770,91 43,250,989
COSTS AND EXPENSES(Note 22) 26,408,881 23,137,128
INCOME FROM OPERATIONS 23,362,031 20,113,861
OTHER INCOME (CHARGES)
Interest expense (Notes 20 and 23) (3,070,045) (2,188,777)
Interest and dividend income (Notes 6, 7, 8, 11, 15, 20 and 23) 935,498 607,046
Others - net (Notes 7, 14 and 18) 346,823 88,613
(1,787,724) (1,493,118)
INCOME BEFORE INCOME TAX 21,574,307 18,620,743
PROVISION FOR INCOME TAX
Current 4,414,951 3,704,283
Deferred 202,715 210,425
4,617,666 3,914,708
NET INCOME P16,956,641 P14,706,035
Attributable to
Equity holders of the Parent (Notes 19 and 26) RP16,622,723 B14,386,895
Non-controlling interests (Note 19) 333,918 319,140
P16,956,641 BP14,706,035
Basic/Diluted earnings per share (Note 26) P0.576 P0.499

See accompanying Notes to Interim Consolidatedri€iah Statements.



SM PRIME HOLDINGS, INC. AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE IN COME

(Amounts in Thousands)

Six-Month PeriodsEnded June 3(

2018 2017
(Unaudited)
NET INCOME P16,956,641 RP14,706,035
OTHER COMPREHENSIVE INCOME (LOSS)
Other comprehensive income (loss) to be reclassified fat prdoss
in subsequent periods:
Unrealized gain (loss) due to changes in fair vatueviailable-
for-sale investments (Note 11) (4,783,556) 3,004,665
Net fair value changes on cash flow hedges (111,588) (904,744)
Cumulative translation adjustment 496,327 415,853
(4,398,817) 2,515,774
TOTAL COMPREHENSIVE INCOME R12,557,824 B17,221,809
Attributable to
Equity holders of the Parent (Notes 19 and 26) R12,223,906 B16,902,669
Non-controlling interests (Note 19) 333,918 319,140
R12,557,824 B17,221,809

See accompanying Notes to Interim Consolidatedri€igh Statements.



SM PRIME HOLDINGS, INC. AND SUBSIDIARIES

UNAUDITED INTERIM CONSOLIDATED STATEMENTS OF INCOME

(Amounts in Thousands, Except Per Share Data)

Three-Month Periods EndedJune 3(

2018 2017
REVENUE
Rent (Note 20) P14,188,951 P12,600,833
Sales:
Real estate 9,384,527 7,707,152
Cinema and event ticket 1,468,619 1,124,494
Others (Notes 20 and 21) 1,373,42 1,310,810
26,415,523 22,743,289
COSTS AND EXPENSES(Note 22) 14,146,329 12,195,940
INCOME FROM OPERATIONS 12,269,194 10,547,349
OTHER INCOME (CHARGES)
Interest expense (Notes 20 and 23) (1,441,176) (938,803)
Interest and dividend income (Notes 6, 7, 8, 11, 15, 20 and 23) 494,629 327,787
Others - net (Notes 7 and 18) 327,372 (276)
(619,175) (611,292)
INCOME BEFORE INCOME TAX 11,650,019 9,936,057
PROVISION FOR INCOME TAX
Current 2,243,090 1,835,932
Deferred 197,741 139,008
2,440,831 1,974,940
NET INCOME P9,209,18: B7,961,117
Attributable to
Equity holders of the Parent (Notes 19 and 26) R9,025,314 R7,791,802
Non-controlling interests (Note 19) 183,874 169,315
R9,209,188 B7,961,117
Basic/Diluted earnings per share (Note 26) P0.313 B0.270

See accompanying Notes to Unaudited Interim Cottesigld Financial Statements.



SM PRIME HOLDINGS, INC. AND SUBSIDIARIES

UNAUDITED INTERIM CONSOLIDATED STATEMENTS OF

COMPREHENSIVE INCOME
(Amounts in Thousands)

Three-Month Periods Ended June 30

2018 2017
NET INCOME P9,209,188 B7,961,117
OTHER COMPREHENSIVE INCOME (LOSS)
Other comprehensive income (loss) to be reclassified fd pro
loss in subsequent periods:
Unrealized gain due to changes in fair value in atg-for-
sale investments (Note 11) (2,057,487) 248,726
Net fair value changes on cash flow hedges (51,324) (334,200
Cumulative translation adjustment (420,178) 243,555
(2,528,989) 158,081
TOTAL COMPREHENSIVE INCOME P6,680,199 B8,119,198
Attributable to
Equity holders of the Parent (Notes 19 and 26) B6,496,325 B7,949,883
Nor-controlling interests (Note 19) 183,87 169,315
P6,680,19! 8,119,198

See accompanying Notes to Unaudited Interim Cattestgld Financial Statements.



SM PRIME HOLDINGS, INC. AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF CHANGES IN EQUIT 'Y

FOR THE SIX-MONTH PERIODS ENDED JUNE 30, 2018 AND D17

(Amounts in Thousands)

Equity Attributable to Equity Holders of the Parent (Notes 19 and 26)

Net Unrealized

Gain on
Available- Net Fair Value Remeasurement
Additional Cumulative for-Sale Changes on Gain (Loss) on Treasury
Capital Stock Paid-in Translation Investments Cash Flow Defined BenefitRetained Earnings(Note 19) Stock Non-controlling Total
(Notes 19 and 26 Capital - Net Adjustment (Note 11) Hedges Obligation  Appropriated Unappropriated (Notes 19 and 26) Total Interests Equity
At December 31, 2017 (Audited) P33,166,300 P39,662,168 B2,110,745 P25,489,705 (P311,429) (R199,126) P42,200,000  P120,125,945 (P3,287,0879258,957,221  P3,916,693  P262,873,914
Net income for the period - - - - — - - 16,622,723 - 16,622,723 333,918 16,956,641
Other comprehensive income (loss) — — 496,327 (4,783,556) (111,588) — — — - (4,398,817) - (4,398,817)
Total comprehensive income (loss) for the period — — 496,327 (4,783,556) (111,588) - — 16,622,723 - 12,223,906 333,918 12,557,824
Cash dividends - - - - - - - (10,307,731) - (10,307,731) - (10,307,731)
Cash dividends received by a subsidiary - - - - — - - 9,154 - 9,154 - 9,154
Cash dividends received by non-controlling intesest - - - - - - - - - - (516,200) (516,200)
Sale of treasury shares held by subsidiary - 224,007 - - - - - - 256,875 480,882 - 480,882
Acquisition of non-controlling interest — — — — — — — — — — (177,735) (177,735)
At June 30, 2018 (Unaudited) P33,166,300 P39,886,175 P2,607,072 P20,706,149 (P423,017) (RP199,126) P42,200,000 P126,450,091 (P3,030,212261,363,432 P3,556,676  P264,920,108
At December 31, 2016 (Audited) 233,166,300 PRI E25 P1,400,373 BR17,502,410 P811,625 B39,68%#42,280,000 P100,170,486 (P3,355,4742231,481,032  P3,882,512  P235,363,544
Net income for the period - - - - - - - 14,386,895 - 14,386,895 319,140 14,706,035
Other comprehensive income (loss) — - 415,853 3654 (904,744) - — - - 2,515,774 — 2,515,774
Total comprehensive income (loss) for the period — — 415,853 3,004,665 (904,744) — — 14,386,895 — 16,902,669 319,140 17,221,809
Cash dividends - - - - - - - (7,688,600) - (7,688,600) - (7,688,600)
Cash dividends received by a subsidiary - - - - - - 11,928 - 11,928 11,928
Cash dividends received by non-controlling intesest - - - - - - - - - - (575,791) (575,791)
Sale (acquisition) of non-controlling interest — 24 — — — — — — — 21,424 (177,726) (156,302)
At June 30, 2017 (Unaudited) P33,166,300 B390B67, B1,816,226 BR20,507,075 (R93,119)  P39,687 B42,200,000  P106,880,709 (P3,355,47240,728,453  P3,448,135 P244,176,588

See accompanying Notes to Interim Condensed Cdasedi Financial Statements.



SM PRIME HOLDINGS, INC. AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in Thousands)

Six-Month Periods Ended June 30

2018 2017
(Unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax B21,574,307 B18,620,743
Adjustments for:
Depreciation and amortization (Notes 13, 15 and 22 4,683,742 4,360,764
Interest expense (Note 23) 3,070,045 2,188,777
Interest and dividend income (Notes 7, 11 and 23) (935,498) (607,046)
Equity in net earnings of associates and jointwess
(Note 14) (468,537) (447,503)
Loss (gain) on:
Unrealized foreign exchange 110,368 (103,102)
Fair value changes on derivatives - net (307,198) -
Mark-to-market on investments held for tradingp{&7) (6,586) (1,271)
Disposal of investments held for trading (Note 7) — 53
Operating income before working capital changes 27,720,643 24,011,415
Decrease (increase) in:
Receivables 2,826,102 472,520
Condominium and residential units for sale 1,839,078 1,752,145
Land and development (5,753,707) (12,242,094)
Prepaid expenses and other current assets (1,371,207) (708,985)
Increase in:
Accounts payable and other current liabili 7,327,865 7,763,68
Tenants’ and customers’ deposits 1,080,984 786,074
Cash generated from operations 33,669,758 21,834,759
Income tax paid (4,019,363 (3,735,377)
Cash provided by operating activities 29,650,395 18,099,382
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of :
Available-for-sale investments (Note 11) 853 -
Investments held for trading (Note 7) - 5,000
Interest received 645,391 303,078
Dividends received 314,28 368,848

Additions to:
Investment properties (Note 13)

(15,158,164)

(12,936,411)

Available-for-sale investments (Note 11) (1,904,129)
Investments held for trading (Note 7) - (122,660)
Increase in investments in associates and joirtuves (Note 14) (509,282) (775,500)
Increase in other noncurrent as (22,628,876) (3,833,004
Net cash used in investing activil (37,335,791) (18,894,77¢

(Forward)



Six-Month Periods Ended June 30

2018 2017
(Unaudited)

CASH FLOWS FROM FINANCING ACTIVITIES
Availments of bank loans and Ic-term debt (Notes6 and 8) P33,085,385 B829,097,27
Payments of:

Long-term debt (Note 18) (21,102,547) (4,338,564)

Dividends (Note 19) (10,614,777) (8,252,463)

Interest (Notes 17 and 23) (2,882,373) (2,094,659)

Bank loans (Note6) (185,000) (1,135,000
Proceeds from:

Maturity of derivatives 3,212,542 -

Reissuance of treasury shares (Note 19) 480,882 -
Net cash provide by financing activities 1,994,112 13,276,585
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND

CASH EQUIVALENTS 93,979 91,201
NET INCREASE (DECREASE) IN CASH

AND CASH EQUIVALENTS (5,597,305) 12,572,390
CASH AND CASH EQUIVALENTS

AT BEGINNING OF PERIOD 44,371,53 25,200,982
CASH AND CASH EQUIVALENTS AT END OF PERIOD P38,774,229 P37,773,372

See accompanying Notes to Interim Condensed Cdasedi Financial Statements.



SM PRIME HOLDINGS, INC. AND SUBSIDIARIES

NOTES TO INTERIM CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

1. Corporate Information

SM Prime Holdings, Inc. (SMPH or the Parent Compavgs incorporated in the Philippines and
registered with the Securities and Exchange CononigSEC) on January 6, 1994. SMPH and its
subsidiaries (collectively known as “the Compargf@ incorporated to acquire by purchase,
exchange, assignment, gift or otherwise, and to, axs®, improve, subdivide, operate, enjoy, sell,
assign, transfer, exchange, lease, let, develoggage, pledge, traffic, deal in and hold for
investment or otherwise, including but not limitedeal estate and the right to receive, colledt an
dispose of, any and all rentals, dividends, intesigd income derived therefrom; the right to vate o
any proprietary or other interest on any sharegaifk, and upon any bonds, debentures, or other
securities; and the right to develop, conduct, afgeand maintain modernized commercial shopping
centers and all the businesses appurtenant thetetio as but not limited to the conduct, operation
and maintenance of shopping center spaces foragnisement centers, movie or cinema theatres
within the compound or premises of the shoppingersnto construct, erect, manage and administer
buildings such as condominium, apartments, hatetsaurants, stores or other structures for mixed
use purposes.

SMPH's shares of stock are publicly traded in thiiffbine Stock Exchange (PSE).

As at June 30, 2018, SMPH is 49.70% and 25.86%ttlirewned by SM Investments Corporation
(SMIC) and the Sy Family, respectively. SMIC, thémate parent company, is a Philippine
corporation which listed its common shares withRISE in 2005. SMIC and all its subsidiaries are
herein referred to as the “SM Group”.

The registered office and principal place of businef the Parent Company is at"Foor, Mall of
Asia Arena Annex Building, Coral Way cor. J.W. DimkBlvd., Mall of Asia Complex, Brgy. 76,
Zone 10, CBP-1A, Pasay City 1300.

2. Basis of Preparation

The accompanying interim condensed consolidateohfilal statements have been prepared on a
historical cost basis, except for derivative finahmstruments, investments held for trading and
available-for-sale (AFS) investments which havenbeeasured at fair value.

Statement of Compliance

The interim condensed consolidated financial stateémhave been prepared in accordance with
Philippine Accounting Standard (PAS) 3dterim Financial Reporting The interim condensed
consolidated financial statements are present@fhiiippine peso, which is the Parent Company’s
functional and presentation currency under Phitipgtinancial Reporting Standards (PFRS). All
values are rounded to the nearest thousand pessptaxhen otherwise indicated.
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The interim condensed consolidated financial statémdo not include all the information and
disclosures required in the annual consolidateghfifal statements, and should be read in
conjunction with the Company’s annual audited ctidated financial statements as at
December 31, 2017.

Basis of Consolidation

The interim condensed consolidated financial stateminclude the accounts of the Parent Company
and all of its subsidiaries. As at June 30, 2@i&:e were no significant changes in the compasitio
of the Company and in the Parent Company’s owngiiskerests in its subsidiaries.

Significant Accounting Judgments, Estimates andiAgsgtions

The preparation of the interim condensed consaalihancial statements requires management to
make judgments, estimates and assumptions that #ffereported amounts of revenue, expenses,
assets and liabilities, and the disclosure of ogetnt liabilities, at the reporting date. However,
uncertainty about these estimates and assumptiuhd Kesult in outcomes that could require a
material adjustment to the carrying amount of ttiected asset or liability in the future.

Except as otherwise stated, there were no signifidaanges in the significant accounting judgments,
estimates, and assumptions used by the Compatlyef@ix-month period ended June 30, 2018.

Summary of Significant Accounting and Financial Reprting Policies

Changes in Accounting Policies and Disclosures

The accounting policies and method of computatibwpged in the preparation of the interim
condensed consolidated financial statements argstent with those followed in the preparation of
the Company’s annual consolidated financial statgst®r the year ended December 31, 2017,
except for the following amendments which the Conyplaas adopted starting January 1, 2018:

* Amendments to PFRS 3hare-based Paymei@lassification and Measurement of Share-based
Payment Transactionsddress three main areas: the effects of vestinditions on the
measurement of a cash-settled share-based payiaesadtion; the classification of a share-
based payment transaction with net settlementfesfor withholding tax obligations; and the
accounting where a modification to the terms anttltmns of a share-based payment
transaction changes its classification from castheskto equity settled.

On adoption, entities are required to apply theraiments without restating prior periods, but
retrospective application is permitted if electeddll three amendments and if other criteria are
met. Early application of the amendments is peeaiit The amendments did not have any
impact on the Company’s consolidated financialestents.

»  PFRS 9Financial Instrumentsreflects all phases of the financial instrumemigect and
replaces PAS 39, Financial Instruments: Recognaiwh Measurement, and all previous versions
of PFRS 9. The standard introduces new requiresrfentlassification and measurement,
impairment, and hedge accounting. Retrospectipécgtion is required but providing
comparative information is not compulsory. Fordeedccounting, the requirements are
generally applied prospectively, with some limiteaeptions.

The adoption of PFRS 9 will have an effect on tlassification and measurement of the
Company'’s financial assets and impairment methagolor financial assets, but will have no
impact on the classification and measurement o€thrmpany’s financial liabilities. The
adoption will also have an effect on the Compaiyigairment of financial assets. The adoption
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will not have a significant impact on the Compangfective hedges since PFRS 9 does not
change the general principles of how an entity actofor effective hedges. The Company
continues to assess the impact of this standard.

Amendments to PFRS Hsurance ContractApplying PFRS 9, Financial Instruments, with
PFRS 4address concerns arising from implementing PERBe9new financial instruments
standard before implementing the new insuranceaciststandard. The amendments introduce
two options for entities issuing insurance congaattemporary exemption from applying

PFRS 9 and an overlay approach. The temporary gticamis first applied for reporting periods
beginning on or after January 1, 2018. An entigyralect the overlay approach when it first
applies PFRS 9 and apply that approach retrospdgtio financial assets designated on
transition to PFRS 9. The entity restates comperatformation reflecting the overlay approach
if, and only if, the entity restates comparativleimation when applying PFRS 9. The
amendments did not have any impact on the Compaoy'solidated financial statements.

PFRS 15Revenue from Contracts with Customestablishes a new five-step model that will
apply to revenue arising from contracts with custmsm Under PFRS 15, revenue is recognized
at an amount that reflects the consideration telvhn entity expects to be entitled in exchange
for transferring goods or services to a custoniédre principles in PFRS 15 provide a more
structured approach to measuring and recognizivenree.

The new revenue standard is applicable to alliest#nd will supersede all current revenue
recognition requirements under PFRSs. Eitherladtriospective application or a modified
retrospective application is required for annuailqus beginning on or after January 1, 2018.
Early adoption is permitted. The Company contirtoesssess the impact of this standard as we
await for the final Philippine Interpretation Conttae Q&A No. 2018-12, PFRS 15
Implementation Issues Affecting the Real Estateistiy.

Amendments to PAS 28)easuring an Associate or Joint Venture at FairdégPart ofAnnual
Improvements to PFR®14 - 2016 Cycle), clarify that an entity thaaisenture capital
organization, or other qualifying entity, may elettinitial recognition on an investment-by-
investment basis, to measure its investments ocages and joint ventures at fair value through
profit or loss. They also clarify that if an egtibat is not itself an investment entity has an
interest in an associate or joint venture thahigxaestment entity, the entity may, when applying
the equity method, elect to retain the fair valusasurement applied by that investment entity
associate or joint venture to the investment eatéigociate’s or joint venture’s interests in
subsidiaries. This election is made separatelg&oh investment entity associate or joint
venture, at the later of the date on which (a)inliestment entity associate or joint venture is
initially recognized; (b) the associate or joinhiiere becomes an investment entity; and (c) the
investment entity associate or joint venture firstomes a parent. The amendments did not have
any impact on the Company’s consolidated finarst@lements.

Amendments to PAS 4Mvestment Properfyransfers of Investment Propergtarify when an
entity should transfer property, including propeartyder construction or development into, or out
of investment property. The amendments stategtishinge in use occurs when the property
meets, or ceases to meet, the definition of investrproperty and there is evidence of the change
in use. A mere change in management'’s intentionthe use of a property does not provide
evidence of a change in use. The amendments shewgdplied prospectively to changes in use
that occur on or after the beginning of the anmeypbrting period in which the entity first applies
the amendments. Retrospective application is pahnitted if this is possible without the use of
hindsight. The Company continues to assess thadingj this standard.



-4 -

= Philippine Interpretation International Financiag®rting Interpretations Committee
(IFRIC) - 22,Foreign Currency Transactions and Advance Consitignaclarifies that, in
determining the spot exchange rate to use onlinitagnition of the related asset, expense or
income (or part of it) on the derecognition of aafmonetary asset or non-monetary liability
relating to advance consideration, the date ofrresaction is the date on which an entity
initially recognizes the nonmonetary asset or namatary liability arising from the advance
consideration. If there are multiple paymentsageipts in advance, then the entity must
determine a date of the transactions for each patyareeceipt of advance consideration.
Entities may apply the amendments on a fully rgtective basis. Alternatively, an entity may
apply the interpretation prospectively to all assekpenses and income in its scope that are
initially recognized on or after the beginning b&treporting period in which the entity first
applies the interpretation or the beginning ofiarmeporting period presented as comparative
information in the financial statements of the mpg period in which the entity first applies the
interpretation. The Company continues to assess the impact ostidnnslard.

4. Segment Information

For management purposes, the Company is orgamiethusiness units based on their products and
services, and has four reportable operating segnasnfollows: mall, residential, commercial and
hotels and convention centers.

Mall segment develops, conducts, operates and aiagnthe business of modern commercial
shopping centers and all businesses related thawetoas the conduct, operation and maintenance of
shopping center spaces for rent, amusement ceatesiema theaters within the compound of the
shopping centers.

Residential and commercial segments are involveéddrdevelopment and transformation of major
residential, commercial, entertainment and toudsstricts through sustained capital investments in
buildings and infrastructure.

Hotels and convention centers segment engageslinaary on the business of hotel and convention
centers and operates and maintains any and aitesrand facilities incident thereto.

Management monitors the operating results of iSr@ass units separately for the purpose of making
decisions about resource allocation and performaasessment. Segment performance is evaluated
based on operating profit or loss and is measusadistently with the operating profit or loss irth
interim condensed consolidated financial statements

The amount of segment assets and liabilities agohest profit or loss are based on measurement
principles that are similar to those used in maaguhe assets and liabilities and profit or losshie
interim condensed consolidated financial statemevtigh is in accordance with PFRS.

Inter-segment Transactions
Inter-segment transactions are eliminated in ttexim condensed consolidated financial statements.




Business Segment Data

Six-month period ended June 30, 2018 (Unaudited)

Hotels and
Convention  Eliminations/  Consolidated
Mall Residential Commercial Centers  Adjustments Balances
Revenue: (In Thousands)
External customers B28,675,319 P17,047,905 P1,622,260 B2,425,428 =- P P49,770,912
Inter-segment 38,076 — 36,735 26,619 (101,430) -
P28,713,395 P17,047,905 P1,658,995 B2,452,047 BP101,430) P49,770,912
Segment results:
Income before income tax B14,466,307 B5,100,816 B1,370,915 B621,084 B85 B21,574,307
Provision for income tax (3,419,384) (804,075) (251,257) (142,950) - (4,617,666)
Net income P11,046,923 B4,296,741 P1,119,658 P478,134 8F5,1 P16,956,641
Net income attributable 1
Equity holders of the Parent P10,715,956 B4,293,790 P1,119,658 P478,134 BB P16,622,723
Non-controlling interests 330,967 2,951 - - - 333,918
Other information:
Capital expenditures B12,279,271 B14,026,971 B2,685,220 B212,462 B-P29,203,924
Depreciation and amortization 4,129,840 70,281 210,699 272,922 — 4,683,742
Six-month period ended June 30, 2017 (Unaudited)
Hotels ani
Convention  Eliminations/  Consolidated
Mall Residential Commercial Centers  Adjustments Balances
Revenue: (In Thousands)
External customers B25,644,015 B13,913,415 51043 B2,235,616 B- B43,250,989
Inter-segment 39,597 — 34,017 11,470 (85,084) -
P25,683,612 P13,913,415 P1,491,960 P2,247,086 P85,084) P43,250,989
Segment results:
Income before income tax R12,834,500 B3,994,174 R1,257,888 B516,567 R17,614 R18,620,743
Provision for income tax (3,008,313) (555,305) (224,629) (126,461) - (3,914,708)
Net income B9,826,187 B3,438,869 B1,033,259 390R06 B17,614 B14,706,035
Net income attributable 1
Equity holders of the Parent B9,508,537 B3,4%7,3 P1,033,259 B390,106 B17,614 B14,386,895
Non-controlling interests 317,650 1,490 - - - 340,
Other information:
Capital expenditures R10,310,616 R17,351,469 ,94R1020 R485,029 B— B30,096,134
Depreciation and amortization 3,794,971 92,132 ,1I®%5 278,557 — 4,360,764
June 30, 2018 (Unaudited)
Hotels and
Convention Consolidated
Mall Residential Commercial Centers __Eliminations Balances
(In Thousands)
Segment assets P357,285,571  P158,823,933 B3R0Z2  P12,058,255 (P1,073,979)R565,866,182
Segment liabilities P210,524,837 P86,292,710 25,665 P1,374,841 (P1,073,979PR300,946,074
December 31, 2017 (Audited)
Hotels and
Convention Consolidated
Mall Residential Commercial Centers Eliminations Balances

Segment assets

(In Thousands)

P354,773,934  P136,663,121

P3H830 P11,714,059

(P1,663,724)2538,417,598

Segment liabilities

P204,608,715 P68,954,662  ,5P2233

P1,066,798

(P1,663,724]275,543,684

For the six-month periods ended June 30, 2018 ahd, 2here were no revenue transactions with a
single external customer which accounted for 10%hore of the consolidated revenue from external

customers.



Seasonality
The Company’s operations has no significant sedispna

Business Combination

Common Control Business Acquisitions

In January 2017, the Parent Company, through Skktyfe Entertainment Inc. (SMLEI), acquired
90% of the outstanding common stock of Family BEaiement Center, Inc.. The companies
involved are all under common control by the Sy iathus the acquisition was considered as
common control business combinations and was ateddar using the pooling of interest method.
Assets, liabilities and equity of the acquired hasies are included in the consolidated financial
statements at their carrying amounts. No restatenfeprior period was made as a result of the
acquisitions due to immateriality.

In December 2016, the Parent Company, through P@oemercial Property Management
Corporation (PCPMC), acquired 90% each of the anthhg common stock of Shopping Center
Management Corporation (SCMC) and SMLEI. The camgsinvolved are all under the common
control by the Sy Family. Thus, the acquisitionseveonsidered as common control business
combinations and were accounted for using the pgaf interest method. Assets, liabilities and
equity of the acquired businesses are includeldrconsolidated financial statements at their
carrying amounts. No restatement of prior peried wiade as a result of the acquisitions due to
immateriality.

In September 2017, the Parent Company, through RGRRtuired the remaining 10% of the
outstanding common stock of SCMC.

Cash and Cash Equivalents

Cash and cash equivalents comprised the following:

June 30, December 31,

2018 2017
(Unaudited) (Audited)
(In Thousands)
Cash on hand and in banks (see Note 20) B2,655,668 B2,170,090
Temporary investments (see N20 36,118,561 42,201,44

P38,774,229 PB44,371,534

Interest income earned from cash in banks and tempmvestments amounted to B560 million
and B275 million for the six-month periods endade]30, 2018 and 2017, respectively
(see Note 23).
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Investments Held for Trading

This account consists of investments in listed comishares. The movements in this account are as
follows:

June 30, December 31,

2018 2017

(Six Months) (One Year)

(Unaudited) (Audited)

(In Thousands)

At beginning of the peric P731,07t B918,70:.
Mark-to-market gain (loss) during the period 6,586 (13,690)
Disposals - net — (173,936)
At end of the period B737,662 B731,076

Mark-to-market gain (loss) on changes in fair vafienvestments held for trading are included
under “Others - net” account in the interim cordaléd statements of income.

Interest income earned from investments held &alittlg amounted to nil and B9 million for the six-
month periods ended June 30, 2018 and 2017, resgdgdsee Note 23).

Dividend income earned from investments held faditig amounted to B18 million and
B16 million for the six-month periods ended JuGe2®18 and 2017, respectively.

Receivables

This account consists of:

June 30, December 31,

2018 2017
(Unaudited) (Audited’
(In Thousands)
Trade
Sale of real estate B45,988,071 B40,355,345
Rent:
Third parties 4,781,72! 5,162,39
Related parties (see Note 20) 2,411,272 2,716,458
Receivable from a co-investor 301,050 286,603
Accrued interest (see Na20) 111,65: 135,83:
Due from related parties (see Note 20) - 130
Others (see Note 20) 2,058,573 2,528,168
55,652,347 51,184,933
Less allowance for impairment 1,144,995 1,053,582

54,507,352 50,131,351
Less noncurrent portion of receivables from sale

of real estate (see Note 15) 23,057,445 15,854,070
B31,449,907 B34,277,281

Receivables, except for those that are impairedassessed by the Company’s management as not
impaired, good and collectible.



-8-

Interest income earned from receivables amount&86émillion and B29 million for the six-month
periods ended June 30, 2018 and 2017, respec{sesyNote 23).

The movements in the allowance for impairment eelab receivables from sale of real estate and
other receivables are as follows:

June 30, December 31,

2018 2017

(Six Months) (One Year)

(Unaudited) (Audited)

(In Thousands)

At beginning of the peric P1,053,582 B966,42°
Provision for impairment - net 91,413 87,155

At end of the peric B1,144,995 £1,053,58:

The aging analyses of receivables are as follows:

June 30, December 31,

2018 2017

(Six Months) (One Year)

(Unaudited) (Audited’

(In Thousands)

Neither past due nor impait B48,103,10 B42,445,51:

Past due but not impaired:
Less than 30 days 1,582,536 2,309,905
31-90 day: 1,209,95! 1,812,56¢
91-120 days 512,587 815,749
Over 120 days 3,099,169 2,747,619
Impaired 1,144,995 1,053,582
B55,652,347 B51,184,933

Receivables, except for those that are impairedassessed by the Company’s management as not

impaired, good and collectible.

Condominium and Residential Units for Sale

This account consists of:

June 30, December 31,
2018 2017
(Unaudited) (Audited!
(In Thousands)
Condominium units for sale B8,395,976 P8,566,351
Residential units and subdivision | 230,090 166,94¢
P8,626,066 8,733,299
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The movements in “Condominium units for sale” agtaare as follows:

June 30, December 31,

2018 2017
(Six Months) (One Year)
(Unaudited) (Audited)

(In Thousands)
At beginning of the period P8,566,351 B7,505,117
Transfer from land and development (see Note 10) 1,583,946 5,380,827

Cost of real estate sold (see Note 22) (1,754,321) (4,319,593)
At end of the period B8,395,976 B8,566,351

Condominium units for sale pertain to the complgtegjects of SM Development Corporation
(SMDCQC), Highlands Prime, Inc. and Costa Del Hamlil@, These are stated at cost as at

June 30, 2018 and December 31, 2017.
The movements in “Residential units and subdivisats’ account are as follows:

June 30, December 31,

2018 2017

(Six Months) (One Year)

(Unaudited) (Audited)

(In Thousands)

At beginning of the period R166,948 P282,432
Transfer from land and development (see Note 10) 147,899 309,736
Cost of real state sold (see Not2) (84,757 (425,220
At end of the period B230,090 B166,948

Residential units and subdivision lots for salesia¢ed at cost as at June 30, 2018 and
December 31, 2017.

10. Land and Development

This account consists of:

June 30, December 31,

2018 2017
(Unaudited) (Audited’
(In Thousands)

Land and developme B62,559,62 B57,112,46

Land held for future developme 1,576,777 1,553,700
64,136,40 58,666,17
37,344,407 36,148,03

P26,791,99 £22,518,13

Less noncurrent portit
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The movements in “Land and development” accountar®llows:

June 30, December 31,

2018 2017
(Six Months) (One Year)
(Unaudited) (Audited)
(In Thousands)
At beginning of the period P57,112,468 R42,273,372
Development cost incurred 9,864,962 16,792,977
Land acquisitions 3,695,091 13,111,730
Capitalized borrowing cost 514 38,240
Cost of real estate sold (see Note 22) (6,592,419) (10,406,991)
Transfer to condominium and residential units
for sale (see Not9) (1,731,845) (5,690,563
Reclassified from investment properties
(see Note 13) 77,959 349,045
Reclassified from other noncurrent assets
(see Note 15) - 247,925
Others 132,895 396,733
At end of the period B62,559,625 B57,112,468

Land and development include land and cost of onggaésidential projects.
The movements in “Land held for future developmen® as follows:

June 30, December 31,

2018 2017
(Six Months) (One Year)
(Unaudited) (Audited)
(In Thousands)
At beginning of the period R1,553,706 P1,845,755
Acquisition aid transferre-in costs and othe 23,07 (292,049
At end of the period B1,576,777 P1,553,706

The average rates used to determine the amouwtnaiiing costs eligible for capitalization range
from 2.37% to 2.73% in 2018 and 3.52% to 4.57%0h72

Land and development is stated at cost as at Jurz038 and December 31, 2017. There is no
allowance for inventory write down as at June 3,8@and December 31, 2017.
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11. Available-for-sale Investments
This account consists of investments in:

June 30, December 31,
2018 2017

(Unaudited) (Audited)
(In Thousands)

Shares of stock:

Listed (see Note 20) B26,306,892 B31,090,564
Unlisted 14,981 15,581
26,321,873 31,106,145

Less noncurrent portion 25,657,701 30,464,845
B664,172 B641,300

Dividend income from investments in listed and steldl shares of stock amounted to B296 million
and B256 million for the six-month periods endedel30, 2018 and 2017, respectively.

Unrealized loss on changes in fair value amourttrig4,784 million for the six-month period ended
June 30, 2018 and unrealized gain amounting t03nillion for the six-month period endedJune
30, 2017 were included under other comprehens@nie.

12. Prepaid Expenses and Other Current Assets

This account consists of:

June 30, December 31,

2018 2017
(Unaudited) (Audited)
(In Thousands)

Advances and deposits B7,373,981 B6,035,736
Input and creditable withholding taxes 4,983,165 5,219,909
Prepaid taxes and other prepayments 2,826,823 2,619,209
Supplies and inventories 377,500 370,337
Cash in escrow (see Note 20) 112,912 50,881
Others 10,475 7,340

P15,684,856 P14,303,412
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13. Investment Properties

The movements in this account are as follows:

Building
Equipment,
Land and Buildings and Furniture Construction
Improvements Improvements and Others in Progress Total
(In Thousands)

Cost
Balance as at December 31, 2016 P63,162,938 BABOL6 B32,991,894 B24,438,795 B310,186,693
Effect of common control business combination

(Note 5) - 1,047 929 - 1,976
Additions 3,766,470 4,272,682 1,769,895 18,407,346 28,216,393
Reclassifications (see Note 10) (2,926,085) 11,289,884 1,166,605 (9,879,449) (349,045)
Translation adjustment 75,699 2,459,685 193,841 215,944 2,945,169
Disposals (11,538) (162,144) (45,913) - (219,595)
Balance as at December 31, 2017 64,067,484 202234, 36,077,251 33,182,636 340,781,591
Additions 2,121,177 1,754,796 909,619 10,429,325 15,214,917
Reclassifications (see Notes 10 and 15) 702,251 324824 657,149 (5,386,635) 405,589
Translation adjustment 65,429 1,968,910 149,962 58,538 2,242,839
Disposals (7,118) (10,280) (31,412) — (48,810)
Balance as at June 30, 2018 B66,949,223 R215,600,470 B37,762,569 P38,283,864 P358,596,126
Accumulated Depreciation and Amortization
Balance as at December 31, 2016 P1,700,431 221 R19,083,190 B- P58,687,629
Effect of common control business combination

(Note 5) - 527 769 - 1296
Depreciation and amortization (see Note 22) 194,050 5,845,746 2,660,937 - 8,700,733
Translation adjustment 37,530 325,992 95,175 - 458,697
Disposals (11,538) (94,504) (44,868) - (150,910)
Balance as at December 31, 2017 1,920,473 43,981,76 21,795,203 - 67,697,445
Depreciation and amortization (see Note 22) 104,924 3,100,837 1,403,328 - 4,609,089
Reclassifications (see Note 15) 288,599 (138,172) 231,443 - 381,870
Translation adjustment 29,425 269,345 75,756 - 374,526
Disposals (7,083) (5,124) (28,317) - (40,524)
Balance as at June 30, 2018 P2,336,338 P47,208,65 PB23,477,413 B— B73,022,406
Net Book Value
As at December 31, 2017 R62,147,011 R163,472,451 R14,282,048 P33,182,636 B273,084,146
As at June 30, 2018 64,612,885 168,391,815 14,285,1 38,283,864 285,573,720

Consolidated rent income from investment propedrasunted to B27,637 million and

B24,620 million for the six-month periods endede]@0, 2018 and 2017, respectively. Consolidated
costs and expenses from investment properties vggnbrate income amounted to

B15,121 million and B13,896 million for the sianth periods ended June 30, 2018 and 2017,
respectively.

In 2018, shopping mall complex under constructi@irmy pertains to cost incurred for the
development of new malls and ongoing redeveloprokekisting malls as well as commercial
building construction.

Construction contracts with various contractorates to the construction of the on-going projects
amounted to B56,743 million and B52,832 millisragJune 30, 2018 and December 31, 2017,
respectively, inclusive of overhead, cost of lalod materials and all other costs necessary for the
proper execution of the works. The outstandingremts are valued at 16,187 million and
R14,167 million as at June 30, 2018 and Decembe2(®L7, respectively.

Interest capitalized to the construction of investirproperties amounted to B1,819 million and
B2,299 million and capitalization rates used rang® 2.35% to 5.05% and from 2.35% to 4.77%,
for the periods ended June 30, 2018 and Decemb@03%, respectively.

The fair value of investment properties amounteB800,445 million as at December 31, 2015 as
determined by an independent appraiser who hatdsagnized and relevant professional
qualification. The valuation of investment projestwas based on market values using income
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approach. The fair value represents the amoumhigh the assets can be exchanged between a
knowledgeable, willing seller and a knowledgeal#ing buyer in an arm’s length transaction at
the date of valuation, in accordance with Interai Valuation Standards as set out by the
International Valuation Standards Committee.

Below are the significant assumptions used in ieation:

Discount rate 8.00%-11.00%
Capitalization rate 5.75%-8.50%
Average growth rate 2.34%-12.08%

Investment properties are categorized under LeVar ¥alue measurement.

While fair value of the investment properties was aetermined as at June 30, 2018, the Company’s
management believes that there were no conditiesept in 2018, 2017 and 2016 that would
significantly reduce the fair value of the investrproperties from that determined on December 31,
2015.

The Company has no restriction on the realizahilftits investment properties and no obligation to
either purchase, construct or develop or for repamaintenance and enhancements.

14.

Investments in Associates and Joint Ventures

Investments in Associates

This pertains mainly to investments in the follogicompanies:
e OCLP Holdings, Inc. (OHI)

* Feihua Real Estate (Chongging) Company Ltd. (FHREC)

On May 7, 2015, SMPH acquired 39.96% collective emship interest in OHI, through acquisition

of 100% interest in six (6) holding entities, foto#al consideration of B15,433 million, which
approximates the proportionate share of SMPH irfalievalues of the identifiable net assets of OHI
based on the provisional amounts. OHI owns stimtegidential, commercial and landbank areas in
key cities in Metro Manila.

As at June 30, 2018, OHlI’s total assets, totallltEs and total equity amounted to

B31,605 million, B25,603 million and B6,002 raill, respectively, and the carrying value of
investment in OHI amounted to B16,416 million, ethconsists of its proportionate share in the net
assets of OHI amounting to B1,661 million and ¥alue adjustments and others totaling

B14,755 million. The share in profit and totatmmwehensive income amounted to B222 million and
B259 million for the six-month periods ended J80eg2018 and 2017, respectively.

The carrying value of investment in FHREC amounteB1,352 million and B1,287 million as at
June 30, 2018 and December 31, 2017, respectivéty cumulative equity in net earnings
amounting to B1,044 million and B993 millionadslune 30, 2018 and December 31, 2017,
respectively.
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Investment in Joint Ventures
This significantly pertains to the 51% ownershifeiest of the Company in Waltermart. Waltermart
is involved in shopping mall operations and cuiseatvns 27 malls across Metro Manila and Luzon.

The aggregate carrying values of investments in&kfabrt amounted to B6,197 million and

B5,977 million as at June 30, 2018 and Decembe2(®17, respectively. These consist of the
acquisition costs totaling B5,145 million and cletive equity in net earnings and dividend totaling
B1,052 million and B832 million as at June 3d,82and December 31, 2017, respectively. The
aggregate share in profit and total comprehensiseme, net of dividend received, amounted to
B220 million and B97 million for the six-monthrjpels ended June 30, 2018 and 2017, respectively.

In June 2016, SMDC entered into a shareholder'seagent through ST 6747 Resources Corporation
(STRC) for the development of a high-end luxurydestial project. Under the provisions of the
agreement, each party shall have 50% ownershigesitand is required to maintain each party’s
equal equity interest in STRC. The carrying valtismeestment in STRC amounted to B1,500 million
and B1,000 million as at June 30, 2018 and Decethe2017, respectively.

Investments in associates and joint ventures a@uaded for using the equity method.

The Company has no outstanding contingent liagslir capital commitments related to its
investments in associates and joint ventures Agreg 30, 2018 and December 31, 2017.

15.

Other Noncurrent Assets

This account consists of:

June 30, December 31,

2018 2017
(Unaudited) (Audited!
(In Thousands)
Bonds and depos B25,886,56 £9,518,29
Receivables from sale of real estate - net of atirre
portion (see Note 8) 23,057,445 15,854,070
Land use right (seeNote 1C) 11,071,45 10,630,92
Time deposits (see Note 20) 2,806,820 3,800,809
Deferred input tax 1,539,746 1,399,343
Property and equipment - net of accumulated
depreciation of B1,244 million and
B1,547 million, respectively (see Notes 13
and 22 1,378,19 1,493,42
Others 1,246,351 1,220,442

P66,986,57 £43,917,30

Interest income earned from time deposits amouiat&®P3 million and B21 million for the
six-month periods ended June 30, 2018 and 2017ectsgely (see Note 23).
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16. Loans Payable

This account consists of unsecured Philippine peswminated loans obtained from local banks
amounting to B39 million and B744 million aswd 30, 2018 and December 31, 2017, respectively,
with due dates of less than one year. These loaasinterest rates of 3.63% in 2018 and 3.00% to

3.50% in 2017.

Interest expense incurred from loans payable amneduiotR19 million and B13 million for the
six-month periods ended June 30, 2018 and 201Fectsgely (see Note 23).

17. Accounts Payable and Other Current Liabilities

This account consists of:

June 30, December 31,

2018 2017
(Unaudited) (Audited)
(In Thousand:
Trade:
Third parties B25,808,501 B21,997,141
Related parties (see Nc2C) 294,93( 297,09
Tenants’ and customers’ deposits 28,512,087 26,584,557
Accrued operating expenses:
Third parties 9,744,855 8,566,372
Related parties (see Note 20) 574,203 593,097
Liability for purchased land 7,842,863 6,423,989
Deferred output VAT 2,826,206 2,345,506
Accrued irterest (see Not20) 1,766,377 1,355,40:
Payable to government agencies 935,660 1,001,818
Nontradt 316,728 603,048
Other: 2,078,466 1,921,68,
80,700,87 71,689,70
Less noncurrent portion 21,883,819 20,605,624
B58,817,05 B51,084,08

Accrued operating expenses - third parties copsist

June 30, December 31,

2018 2017
(Unaudited) (Audited)
(In Thousands)
Utilities B5,519,328 B4,530,529
Marketing and advertising 1,019,700 606,729
Payable to contractors and others 3,205,827 3,429,114

B9,744,855 B8,566,372
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18. Long-term Debt

This account consists of:

Outstanding Balance
June 30,2018 December 31, 2017
Availment Date Maturity Date Interest Rate Condition  (Unaudited) (Audited)
(In Thousands)

Parent Company

Philippine peso-denominated loans and bonds Jad2a3012 — March 1, 2018 March 1, 2020 - July2D26 Floating PDST-R2 + margin; 4.20% — 6.74%secured P112,748,20 P92,923,000
U.S. dollar-denominated loans February 14, 2018pt&Snber 3, 2013  January 29, 2018 — March 25, 2018 LIBOR + spread; semi-annual Unsecured - 19,972,000
Subsidiaries
Philippine peso-denominated loans June 3, 2013e Jd, 2018 December 18, 2018 — June 18, 2025 ifgoRDST-R2 + margin; 3.84% — 6.38Unsecured 56,496,43 43,054,253
U.S. dollar-denominated loans April 23, 2014 - October 16, 2017 April 14, 2019une 30, 2022 LIBOR + spread; semi-annual Unsecured 36,700,58 34,415,944
China yuan renminbi-denominated loans July 28, 20CEtober 16, 2017 December 31, 2019 — Octobe2d® CBC rate less 10%; quarterly Secured* 3,607,18 3,445,302
209,552,41 193,810,499
Less debt issue cost 1,177,34 956,980
208,375,070 192,853,519
Less current portion 5,362,74. 25,344,035
B£203,012,32 P167,509,484

LIBOR — London Interbank Offered Rate

PDST-R2 - Philippine Treasury Reference Rates — PM
CBC - Central Bank of China

*Secured by portions of investment properties ledat China.
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Debt issue cost pertaining to the loan availmemtsumted to B385 million. Amortization of debt
issue cost (included under “Others - net” in therim consolidated statements of income) for the
six-month periods ended June 30, 2018 and 2017 redto B179 million and B192 million,
respectively.

The loan agreements of the Company provide ceréainictions and requirements principally with
respect to maintenance of required financial rdfies, current ratio of not less than 1.00:1.Ghtdo
equity ratio of not more than 0.70:0.30 to 0.750aRd interest coverage ratio of not less than
2.50:1.00) and material change in ownership orrobnfAs at June 30, 2018 and December 31, 2017,
the Company is in compliance with the terms ofa#s covenants.

Repayment Schedule
The repayments of long-term debt are scheduledliasvk:

Debt Issue
Gross Loan Cost Net
(In Thousands)
Within 1 year B5,362,742 (R97,030) B5,265,712
More than 1 year to 5 years 120,495,068 (886,363)119,608,705
More than 5 yea 83,694,60 (193,947 83,500,65

P209,552,410 (B1,177,340) 208,375,070

Interest expense incurred from long-term debt arrexito B3,036 million and B2,163 million for the
six-month periods ended June 30, 2018 and 201ectsgely (see Note 23).

19.

Equity

Capital Stock
As at June 30, 2018 and December 31, 2017, the @oyrigas an authorized capital stock of 40,000

million with a par value of B1 a share, of whi@)1%6 million shares were issued.

As at June 30, 2018 and December 31, 2017, the &oyipas 28,853 million and 28,838 million
outstanding shares, respectively.

Retained Earnings

In 2018, the BOD approved the declaration of cagidehd of B0.35 per share or B10,108 million to
stockholders of record as of May 9, 2018, B9 miillof which was received by SMDC. This was
paid on May 23, 2018.

In 2017, the BOD approved the declaration of cagidehd of B0.26 per share or B7,509 million to
stockholders of record as of May 12, 2017, B1Hanilof which was received by SMDC. This was
paid on May 25, 2017.

In 2016, the BOD approved the declaration of cagidehd of R0.23 per share or B6,642 million to
stockholders of record as of April 29, 2016, Blillion of which was received by SMDC. This was
paid on May 12, 2016.

As at June 30, 2018 and December 31, 2017, thergrburetained earnings appropriated for the
continuous corporate and mall expansions amount@d2,200 million. This represents a continuing
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appropriation for land banking activities and pledtonstruction projects. The appropriation is
being fully utilized to cover part of the annuapital expenditure requirement of the Company.

The retained earnings account is restricted fop#ynent of dividends to the extent of

B70,294 million and B65,156 million as at Jung2®18 and December 31, 2017, respectively,
representing the cost of shares held in treasupuating to B3,030 million and B3,287 million &s a
June 30, 2018 and December 31, 2017, respectimelaecumulated equity in net earnings of SMPH
subsidiaries, associates and joint ventures tgt&i7,264 million and B61,869 million as at Ja@ge
2018 and December 31, 2017, respectively. Thenagladed equity in net earnings of subsidiaries,
associates and joint ventures is not availablelifiddend distribution until such time that the Rare
Company receives the dividends from its subsidsadssociates and joint ventures.

Treasury Stock

This includes reacquired capital stock and shagtslthy a subsidiary, stated at acquisition cost of
B3,030 million and B3,287 million as at JuneZM.8 and December 31, 2017, respectively. The
movement of the treasury stock of the Company sufelbbws:

June 30, December 31,

2018 2017
(Six Months) (One Year)
(Unaudited) (Audited)
(In Thousands)
Balance at beginning of year 4,328,486 4,332,692
Sale of treasury shares (15,798) (4,206)
Balance at end of year 4,312,688 4,328,486

20.

Related Party Transactions

The significant related party transactions entémemlby the Company with SMIC, banking and retalil
group and other related parties and the amouniigded in the accompanying interim condensed
consolidated financial statements with respedhésé transactions follow:

Outstanding Amount
Amount of Transactions [Asset (Liability)]
June 3Q June 30 December 3:
2018 2017 June 30, 208 2017
(Unaudited) (Unaudited) (Unaudited) (Audited’ Terms Conditions

(In Thousands)

Ultimate Parent

Rent income B22,666 B32,588 B- B- Noninterest-bearing Unsecured; not impaired
Rent receivable - - 25,020 5,844 Noninterest-bearing Unsecured; not impaired
Management fee income 1,430 - - - Noninterest-bearing Unsecured; not impaired
Service income 24,000 24,000 - - Noninterest-bearing Unsecured; not impaired
Service fee receivable - - 4,497 4,497 Noninterest-bearing Unsecured; not impaired
Rent expense 51,883 43,012 - - Noninterest-bearing Unsecured
Accrued rent payable - - (1,011, (2,875) Noninterest-bearing Unsecured
Trade payable - 44,394 (8,163) (10,266) Noninterest-bearing Unsecured
AFS investments - - 127,841 144,643 Noninterest-bearing Unsecured; not impaired
Dividend income - 1,135 - — Noninterest-bearing Unsecured

Banking and Retail Group

Cash and cash equivalents 133,287,314 71,074,926 24183406 S52118:321 Interest bearing basednsecured; not impaired
on prevailing rates

Investments held for trading - 122,660 737,662 731,076 Noninterest-bearing Unsecured; not imgaire

Rent income 7,590,662 6,918,660 - - Noninterest-bearing Unsecured; not impaired

Rent receivable - - 2,291,362 2,656,892 Noninterest-bearing Unsecured; not inepai
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Outstanding Amount
[Asset (Liability)]

June 30 June 30 December 3:
2018 2017 June 30, 208 2017
(Unaudited) (Unaudited) (Unaudited) (Audited’ Terms Conditions
(In Thousands)
Service income B12,975 B25,459 = B-  Noninterest-bearing Unsecured; not impaired
Management fee income 44 4,036 - - Noninterest-bearing Unsecured; not impaired
Management fee receivable - - 18,496 23,933 Noninterest-bearing Unsecured; not impaired
Deferred rent income - - (13,548) (23,548) Noninterest bearing Unsecured
Interest income 97,966 94,354 - - Interest-bearing Unsecured; not impaired
Accrued interest receivable - - 41,039 51,829 Noninterest-bearing Unsecured; not impaired
Time deposits - - 2,714,078 3,709,270 Interest-bearing Unsecured
Loans payable and long- . Combination of secured
LA 9 7,305,385 386 (7,932,410)  (907,953) Interest-bearing o o
Interest-bearing; fixed Combination of secured
Interest expense 12,599 14,005 - - and floating interest  and unsecured
rates
Accrued interest payable - - (3,609) (518) Noninterest-bearing Unsecured
Rent expense 327 499 - - Noninterest-bearing Unsecured
Trade payable - 15,287 (61,742) (100,272) Noninterest-bearing Unsecured
Management fee expense 50,308 1,856 - - Noninterest-bearing Unsecured
Accrued management fee - - - (17,030) Noninterest-bearing Unsecured
AFS investments - 1,904,130 15,310,059 18,740,177 Noninterest-bearing Unsecured; not iredai
Cash in escrow _ _ 112,912 50,881 Interest bea_ri_ng bast Unsecured; niimpairec
on prevailing rates
Dividend income 171,343 158,725 - - Noninterest-bearing Unsecured
Other Related Parties
Rent income 79,166 39,858 - — Noninterest-bearing Unsecured; not impaired
Rent receivable - - 94,890 53,722 Noninterest-bearing Unsecured; not impaired
Service income 38,197 19,913 - - Noninterest-bearing Unsecured; not impaired
Service fee receivable - - 5,851 - Noninterest-bearing Unsecured; not impaired
Management fee income 2,362 1,634 - - Noninterest-bearing Unsecured; not impaired
Management fee receivable - - 6,862 7,939 Noninterest-bearing Unsecured; not impaired
Rent expense 3,930 2,673 - - Noninterest-bearing Unsecured; not impaired
Accrued expenses - - (573,192) (573,192) Noninterest-bearing Unsecured
Management fee expense - - - - Noninterest-bearing Unsecured; not impaired
Trade payable 38,470 73,312 (225,025) (186,555) Noninterest-bearing Unsecured
AFS investments - - 2,309,637 2,853,947 Noninterest-bearing Unsecured; not inegair
Dividend income 88,266 69,878 - - Noninterest-bearing Unsecured

Due from related parties amounted to nil and Bfillon as at June 30, 2018 and December 31,
2017, respectively, which are noninterest-bearimdjae not impaired. Due to related parties

amounted to nil as at June 30, 2018 and Decembh@03¥. The amount of transactions with related

parties amounted to nil and B28 million for thesionth periods ended June 30, 2018 and 2017,

respectively.

Compensation of Key Management Personnel

The aggregate compensation and benefits relategytmmanagement personnel for the six-month
periods ended June 30, 2018 and 2017 consist dftgnm employee benefits amounting to
B460 million and B384 million, respectively, grmakt-employment benefits (pension benefits)
amounting to B77 million and B63 million in bgtériods.
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21. Other Revenue

This account consists of:

June 30, June 30,

2018 2017

(Unaudited) (Unaudited)
(In Thousands)

Food and beverages B831,557 B751,702
Amusement income 452,194 435,358
Net merchandise sa 415,822 376,452
Bowling and ice skating fe 122,30! 109,16(
Advertising and others (see Note 20) 908,632 920,531
B2,730,51 B£2,593,20:

Others include service fees, parking terminal, spoships, commissions and membership revenue.

22. Costs and Expenses

This account consists of:

June 30, June 30,

2018 2017

(Unaudited) (Unaudited)
(In Thousands)

Cost of real estate sold (see Notes 9 and 10) B8,431,497 P6,958,131
Administrative 5,199,132 4,676,907
Depreciation and amortization

(see Notes 13 and 15) 4,683,742 4,360,764
Business taxes and licenses 2,368,199 2,021,407
Markeling and selling expens 2,248,06. 1,980,34!
Film rentals 1,406,805 1,287,806
Rent (see Note 20) 849,108 794,412
Insuranc 245,26 241,78t
Others 977,068 815,568

P26,408,88 £23,137,12

Others include bank charges, donations, dues dstsptions, services fees and transportation and
travel.
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23. Interest Income and Interest Expense
The details of the sources of interest income atetest expense follow:

June 30, June 30,
2018 2017
(Unaudited) (Unaudited)

(In Thousands)

Interest income on:

Cash and cash equivalents (see Note 6) P559,508 R274,809
Time deposits (see Note 15) 22,606 20,746
Investments held for trading (see Note 7) - 9,084
Others (see Note 8) 39,098 29,948

P621,212 P334,587

Interest expense on:

Long-term debt (see Note 18) P3,036,414 R2,162,757

Loans payable (see Not6) 19,497 12,99¢

Others 14,134 13,021
P3,070,04! B2,188,77

24. Financial Risk Management Objectives and Policies

The Company’s principal financial instruments, ottin derivatives, comprise of cash and cash
equivalents, investments held for trading, acclinggtest and other receivables, AFS investments
and bank loans. The main purpose of these finkimsitruments is to finance the Company’s
operations. The Company has other financial assetdiabilities such as trade receivables ancetrad
payables, which arise directly from its operations.

The Company also enters into derivative transastiprincipally, cross currency swaps, principal
only swaps, interest rate swaps and forward swa@ps. purpose is to manage the interest rate and
foreign currency risks arising from the Companyieations and its sources of finance (see Note
25).

The main risks arising from the Company’s finanaigtruments are interest rate risk, foreign
currency risk, liquidity risk, credit risk and etyprice risk. The Company’'s BOD and management
review and agree on the policies for managing eathese risks.

Interest Rate Risk

The Company'’s policy is to manage its interest riaterelated to its financial instruments with
floating interest and/or fixed interest rates bings mix of fixed and floating rate debts. To rage
this mix in a cost-efficient manner, it enters iiriterest rate swaps, in which the Company ageees t
exchange, at specified intervals, the differendevéen fixed and floating rate interest amounts
calculated by reference to an agreed-upon notjamatipal amount. These swaps are designated to
economically hedge underlying debt obligations. afdune 30, 2018 and December 31, 2017, after
taking into account the effect of interest rate gsyapproximately 82% and 83%, respectively, of its
long-term borrowings are at a fixed rate of interes
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Foreign Currency Risk
Foreign currency risk is the risk that the fairuebr future cash flows of a financial instrumeiit w
fluctuate because of changes in foreign exchartgs.ra

The Company’s policy is to manage its foreign aoexerisk mainly from U.S. dollar-denominated
debt issuances by entering into foreign currengpseontracts, cross-currency swaps, foreign
currency call options, non-deliverable forwards &oréign currency range options aimed at reducing
and/or managing the adverse impact of changes@gioexchange rates on financial performance
and cash flow.

The Company'’s foreign currency-denominated moneiasgts amounted to US$39 million
(22,104 million) as at June 30, 2018 and US$9Kami(B4,864 million) as at December 31, 2017.
The Company'’s foreign currency-denominated mondiabylities amounted to nil as at

June 30, 2018, and US$300 million (¥1,954 millias)at December 31, 2017.

In translating the foreign currency-denominated etary assets and liabilities to peso amounts, the
exchange rates used were ¥6.51 to US$1.00, theGhian Renminbi to U.S. dollar exchange rate
as at December 31, 2017 and B53.34 to US$1.0848@3 to US$1.00, the Philippine peso to U.S.
dollar exchange rate as at June 30, 2018 and Dexe3tb2017, respectively.

Liquidity Risk

Liquidity risk arises from the possibility that t@®mpany may encounter difficulties in raising fand
to meet commitments from financial instrumentshat ta market for derivatives may not exist in
some circumstance.

The Company seeks to manage its liquidity problée able to finance capital expenditures and
service maturing debts. To cover its financinguiregments, the Company intends to use internally
generated funds and proceeds from debt and egsitgs.

The Company regularly evaluates its projected atubhcash flow information and continuously
assesses conditions in the financial markets fpodpnities to pursue fund-raising initiatives. €Ble
initiatives may include bank loans, export credierecy-guaranteed facilities and debt capital and
equity market issues.

Credit Risk

The Company trades only with recognized, creditijorelated and third parties. It is the

Company’s policy that all customers who wish tal&@n credit terms are subject to credit
verification procedures. In addition, receivabéamces are monitored on a regular basis which aims
to reduce the Company’s exposure to bad debtsnaienum level. Given the Company’s diverse
base of customers, it is not exposed to large edratens of credit risk.

Equity Price Risk
Equity price risk arises from the changes in thvele of equity indices and the value of individual
stocks traded in the stock exchange.

As a policy, management monitors its equity prisk pertaining to its investments in quoted equity
securities which are classified as AFS investmigntise interim consolidated balance sheets based on
market expectations. Material equity investmerithiwthe portfolio are managed on an individual
basis and all buy and sell decisions are approyeddnagement.
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Capital Management
Capital includes equity attributable to the ownadrthe Parent.

The primary objective of the Company’s capital ngeraent is to ensure that it maintains a strong
credit rating and healthy capital ratios in oraestipport its business and maximize shareholder
value.

The Company manages its capital structure and nmafastments to it, in the light of changes in
economic conditions. To maintain or adjust thetehptructure, the Company may adjust the
dividend payment to shareholders, pay-off existiebts, return capital to shareholders or issue new
shares.

25.

Financial Instruments

Fair Values

The following table sets forth the carrying valaesl estimated fair values of financial assets and
liabilities, by category and by class, other tHawse whose carrying values are reasonable
approximations of fair values:

June 30, 2018 (Unaudited) December 31, 2017 (Audited)
Carrying Value Fair Value Carrying Valu Fair Value
(In Thousands)

Financial Assets
Financial assets at FVPL:

Investments held for trading B737,662 B737,662 B731,076 B731,076
Derivative assets 912,696 912,696 3,546,694 3,546,694
1,650,358 1,650,358 4,277,770 4,277,770

Loans and receivables:
Noncurrent portion of receivables

from sale of real estate 23,057,445 22,522,095 15,854,070 14,478,480
Time deposits (included under “Other
noncurrent assets”) 2,806,820 2,738,115 3,800,809 3,699,811
AFS Investments -
Shares of stocks 26,321,873 26,321,873 31,106,145 31,106,145

P53,836,49 B53,232,44 B55,038,79 B53,562,20

Financial Liabilities
Financial Liabilities at FVPI-

Derivative liabilities B740,340 B740,340 B777,408 B777,408
Other financial liabilities:

Liability for purchased land - net

of current portion 1,908,089 1,854,697 B2,170,998 B2,107,453
Long-term debi- net of current portic 203,012,32 192,064,66 167,509,48 166,129172
Tenants’ and customers’ deposits 17,530,480 16,856,004 16,376,024 15,906,569
Other noncurrent liabilities* 5,866,570 5,779,877 5,126,222 4,912,244

228,317,467 216,555,245 191,182,728 189,055,438
P229,057,807 P217,295,585 P191,960,136 P189,832,846

*Excluding nonfinancial liabilities amounting to3012 million and B2,498 million as at June 3018Gand December 31, 2017,
respectively.

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

Investments Held for Tradingl'he fair values are based on the quoted marketgof the
instruments.

Derivative InstrumentsThe fair values are based on quotes obtained ¢dmmterparties.
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Noncurrent Portion of Receivable from Sale of Resthte. The estimated fair value of the

noncurrent portion of receivables from real edtaigers is based on the discounted value of future
cash flows using the prevailing interest ratesalassof the Company’s accounts receivable. Average
discount rates used is 5.04% and 4.72% as at JyrgH38 and December 31, 2017, respectively.

AFS InvestmentsThe fair value of investments that are actitedgled in organized financial
markets is determined by reference to quoted maikigirices at the close of business.

Long-term Debt.Fair value is based on the following:

Debt Type Fair Value Assumptions

Fixed Rate Loans Estimated fair value is basedemliscounted value of future
cash flows using the applicable rates for simifges of loans.
Discount rates used range from 4.21% to 7.77% ad@to
6.86% as at June 30, 2018 and December 31, 2847ectively

Variable Rate Loans For variable rate loans tharriee every three months, the
carrying value approximates the fair value becafisecent and
regular repricing based on current market rates. variable rat
loans that re-price every six months, the fair gatudetermined
by discounting the principal amount plus the naktriest
payment amount using the prevailing market ratefferperiod
up to the next repricing date. Discount rates weasi4.51% to
7.24% and 3.38% to 6.37% as at June 30, 2018 and
December 31, 2017, respectively.

Tenants’ and Customers’ Deposits, Liability for Bluased Land and Other Noncurrent Liabilities.
Theestimated fair value is based on the discountegeval future cash flows using the applicable
rates. The discount rates used range from 5.48@i®6 and 4.47% to 4.97% as at June 30, 2018
and December 31, 2017, respectively.

The Company assessed that the carrying valuesbfarad cash equivalents, cash in escrow, bank
loans and accounts payable and other currentitiabiapproximate their fair values due to the shor
term nature and maturities of these financial ursents. For AFS investments related to unlisted
equity securities, these are carried at cost léssance for impairment loss since there are naepio
prices and due to the unpredictable nature of éutash flows and lack of suitable methods for
arriving at reliable fair value.

There were no financial instruments subject tordnreeable master netting arrangement that were
not set-off in the interim consolidated balanceethie

Fair Value Hierarchy
The Company uses the following hierarchy for detemnmg and disclosing the fair value of financial
instruments by valuation technique:

Level 1: Quoted prices in active markets for idegitassets or liabilities, except for related endeed
derivatives which are either classified as Level 3;

Level 2: Those measured using inputs other thateguarices included in Level 1 that are observable
for the asset or liability, either directly (asq@s$) or indirectly (derived from prices); and,
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Level 3: Those with inputs for the asset or lidpithat are not based on observable market data

(unobservable inputs).

The following tables show the fair value hierarcfiyfCompany’s financial instruments as at:

June 30, 2018 (Unaudited)

Level 1 Level 2 Level 3
(In Thousands)
Financial Assets
Financial assets at FVPL:
Investments held-for-trading:
Shares B737,662 B— B—
Derivative assets — 912,696 —
737,662 912,696 -
Loans and receivables:
Noncurrent portion of receivables from
sale of real estate - - 22,522,095
Time deposits (included under “Other
noncurrent assets”) - 2,738,115 -
AFS Investments -
Shares of stocks 26,306,892 — 14,981
P27,044,554 P3,650,811 P22,537,076

June 30 2018 (Unaudited)

Level 1 Level 2 Level 3
(In Thousands)
Financial Liabilities
Financial liabilities at FVPL -
Derivative liabilities P— P740,340 B—
Other financial liabilities:
Liability for purchased land - net of
current portion - - 1,854,697
Long-term debt - net of current portion - - 192,064,66
Tenants’ and customers’ deposits - - 16,856,004
Other noncurrent liabilities — — 5,779,877
- - 216,555,245
P— P740,340 P216,555,245

*Excluding nonfinancial liabilities amounting to38012 million as at June 30, 2018.

December 31, 2017 (Audited)

Level 1 Level 2 Level 3
(In Thousands)
Financial Asset:
Financial assets at FVPL:
Investpments held-for-trading:
Shares B731,076 =3 =3
Derivative assets — 3,546,694 —
731,076 3,546,694 -
Loans and receivables:
Noncurrent portion of receivables from
sale of real estate - - 14,478,480
Time deposits (included under “Other
noncurrent assets”) - 3,699,811 -
AFS Investments -
Shares of stocks 31,090,564 - 15,581
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December 31, 2017 (Audited)
Level 1 Level 2 Level 3
(In Thousands)
P31,821,640 B7,246,505 P14,494,061

Financial Liabilities
Financial liabilities at FVPL -
Derivative liabilities =3 B777,408 B—
Other financial liabilities:
Liability for purchased land - net of

current portion B- B- B2,107,453
Long-term debt - net of current portion - - 166,129,172
Tenants’ and customers’ deposits - - 15,906,569
Other noncurrent liabilities* - - 4,912,244
- - 189,055,438

P— R777,408 P189,055,438

*Excluding nonfinancial liabilities amounting to2298 million as at December 31, 2017.

During the periods ended June 30, 2018 and Dece®ih@017, there were no transfers between
Level 1 and Level 2 fair value measurements anttarsfers into and out of Level 3 fair value
measurements.

Derivative Financial Instruments Accounted for ask Flow Hedges

Cross Currency Swapdn 2017, SM Land (China) Limited entered intoss-currency swap
transactions to hedge both the foreign currencyirstedest rate exposures on its U.S. dollar-
denominated five-year term loans (the hedged loaloiglined on May 8, 2017 (see Note 18).

Details of the floating-to-fixed cross-currencyaps are as follows:

» Swap the face amount of the loans at US$ for #grieed China renminbi equivalents
(¥672 million for US$100 million) with the countemty banks and to exchange, at maturity date,
the principal amount originally swapped.

» Pay fixed interest at the China renminbi notiomabant and receives floating interest on the US$
notional amount, on a quarterly basis, simultanedtisthe interest payments on the hedged
loans at an interest rates ranging from 4.95%48%.

The outstanding cross-currency swaps has a nedativealue of B162 million.

In 2013, SMPH entered into cross-currency swapstetions to hedge both the foreign currency and
interest rate exposures on its U.S. dollar-denotaéhfive-year term syndicated loans (the hedged
loans) obtained on January 29, 2013 and April 0634 see Note 18).

Details of the floating-to-fixed cross-currency psare as follows:

» Swap the face amount of the loans at US$ for #imgieed Philippine peso equivalents
(8,134 million for US$200 million on January 2818 and B6,165 million for US$150 million
on March 23, 2018) with the counterparty bankstanekchange, at maturity date, the principal
amount originally swapped.
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» Pay fixed interest at the Philippine peso noti@mbunt and receives floating interest on the US$
notional amount, on a semi-annual basis, simultameoth the interest payments on the hedged
loans.

No gain or loss was recognized in consolidateestants of income upon maturity in January and
March 2018 since these swaps are designated afi@adiedges.

Principal only Swaps In 2016 and 2017, SM Land (China) Limited endargo principal only swap
transactions to hedge the foreign currency expssameunting to $420 million of five-year term
syndicated loans and advances obtained on JanLa®@16 to March 22, 2016 and January 11-17,
2017 (see Note 18). Under the principal only svitagffectively converted the hedged US dollar-
denominated loans and advances into China renrdiiminated loans.

As at June 30, 2018, SM Land (China) Limited’s tariding principal only swaps have notional
amounts totaling US$270 million which were fixedd8$:¥ exchange rates ranging from 6.458 to
6.889 and will mature on January 29, 2021. Thstantling principal swaps has a negative fair value
of B579 million.

Interest Rate Swapdn 2017 and 2016, SM Land (China) Limited entdreed US$ interest rate
swap agreement with notional amount of US$150 oniliind US$270 million, respectively. Under
the agreement, SM Land (China) Limited effectivetyiverts the floating rate U.S. dollar-
denominated loan into fixed rate loan (see Note Egjir value of the outstanding interest rate Svap
amounted to R609 million.

As the terms of the swaps have been negotiateétohnthe terms of the hedged loans, the hedges
were assessed to be highly effective. No ineffeass was recognized in the consolidated statement
of income for the period ended June 30, 2018.

Hedge Effectiveness Results

As the terms of the swaps have been negotiatedtochnthe terms of the hedged loan, the hedges
were assessed to be highly effective. The fauevalf the outstanding cross-currency swaps,
principal only swaps and interest rate swaps aniogitd B131 million loss and B2,769 million gain
as at June 30, 2018 and December 31, 2017, resgdgctvas taken to equity under other
comprehensive income. No ineffectiveness was r@zed in the interim consolidated statements of
income for the six-month periods ended June 308 20 2017. Foreign currency translation arising
from the hedged loan recognized in the interim obdated statements of income amounted to
B2,921 million gain and B230 million gain for &ig-month periods ended June 30, 2018 and 2017,
respectively. Foreign exchange loss equivaletitésame amounts were recycled from equity to the
interim consolidated statements of income durimgsdume period.

Derivative Financial Instruments Accounted for ag Malue Hedge

Forward Swaps.In 2018, SM Land (China) Limited entered intoWard swap transactions to cap
the foreign currency exposures on its U.S. dolmesninated three-year term syndicated loans (the
hedged loans) obtained on March 14, 2018 to May@%8 (see Note 18).

As at June 30, 2018, SM Land (China) Limited’s tantding forward swaps consist of US$100

million with low strike 6.3135 and high strike 6518 US$100 million with low strike 6.2885 and

high strike 6.4955 and US$100 million with low k&i6.3828 and high strike 6.5473, all maturing at
April 15, 2019. Fair value changes from the forvewaps recognized in the consolidated statements
of income amounted to B307 million gain.
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26. EPS Computation

Basic/diluted EPS is computed as follows:

June 30, 2018 June 30, 2017
(Unaudited) (Unaudited)
(In Thousands, Except Per Share Data)

Net inccme attributable to equity holders of the parent (a) P16,622,723 P14,386,895

Common shares issued 33,166,300 33,166,300

Less weighted average number of treasury stock 4,313,745 4,332,692
Weighted average number of common shares

outstanding (b) 28,852,555 28,833,608

Earnings per share (a P0.57€ B0.499




SM PRIME HOLDINGS, INC. AND SUBSIDIARIES
FINANCIAL RATIOS - KEY PERFORMANCE INDICATORS
AS OF JUNE 30, 2018 and 2017

June 30, June 30,
201¢ 2015
i. Current ratio
Total current assets
Total current liabilities 1.87 1.60
Acid - Test Ratio
Total current assets less inwgnémd prepaid expenses
Total current liabilities 1.09 0.96
ii. Debt-to-equity ratio
Total interest-bearing liabilgie
Total equity attributable to etyuiolders of the parent + Total
interest-bearing liabilgie 44:56 44:56
Net debi-to-equity ratio
Total interest-bearing liabilgitess cash and cash equivalents and
investment securities
Total equity attributable to etguiiolders of the parent + Total
interest-bearing liabilitiless cash and cash equivalents and
investment securities 39:61 38:62
Solvency Ratio
Total assets
Total liabilities 1.88 1.92
iii. Asset to equity ratio
Total assets
Total equity attributable to eguiolders of the parent 2.17 2.11
(Annualized)
iv. Interest Service Coverage
Earnings before interest, incdmess, depreciation and
amortization (EBITDA)
Interest expen: 9.0< 11.0¢4
Debt to EBITDA
Total interest-bearing liabilgie
EBITDA 3.76 3.92
V. Return on equity
Net income attributable to equittders of the parent
Total average equity attributatolequity holders of the parent 13% 12%
Return on investment properties
Net income attributable to equibtders of the parent
Total average investment propsr{excluding shopping mall
complex under construction) 14% 12%



SM Prime Holdings, Inc. and Subsidiaries
Aging of Accounts Receivables

As at June 30, 2018
(Amounts in Thousands)

Trade
Sale of real estate B45,988,071
Rent:
Third parties 4,781,729
Related parties 2,411,272
Receivable from a co-investor 301,050
Accrued interest 111,652
Others 2,058,573
55,652,347
Less allowance for impairment 1,144,995
54,507,35
Less noncurrent portion of receivables from saleeaf estate 23,057,445
B31,449,907
The aging analyses of receivables follows:

Neither past due nor impait B48,103,104

Past due but not impaire
Less than 30 days 1,582,536
31-90 days 1,209,956
91-120 day 512,587
Over 120 days 3,099,169
Impaired 1,144,995

P55,652,347




MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION
AND RESULTS OF OPERATIONS

SM Prime’s Net Income up by 16% in 1H 2018 to P16&billion

Financial and Operational Highlights
(In Million Pesos, except for financial ratios goercentages)

Second Quartel Six Months Ended June 3
% to % to % % to % to %
2018 Revenues 2017Revenues Change 2018 Revenues 2017Revenues Change
Profit and Loss Data

Revenues 26,416 100% 22,743 100% 16% 49,771 100% 43,251 100% 15%
Costs and Expenses 14,146 54% 12,196 54% 16% 26,409 53% 23,137 53% 14%
Operating Income 12,269 46% 10,547 46% 16% 23,362 47% 20,114 47% 16%
Net Income 9,025 34% 7,792  34% 16% 16,623 33% 14,387 33% 16%
EBITDA 14,478 55% 12,598 55% 15% 27,712 56% 24,155 56% 15%
June 30 % toTotal Dec3l % to Total %
2018 Assets 2017 Assets Change
Balance Sheet Data

Total Assets 565,866 100% 538,418 100% 5%

Investment Properties 285,574 50% 273,084 51% 5%

Total Debt 208,414 37% 193,598 36% 8%

Net Debt 168,903 30% 148,495 28% 14%

Total Equity 261,363 46% 258,957 48% 1%

June 30 Dec 31
Financial Ratios 2018 2017
Debt to Equity 0.44:0.56 0.43:0.57
Net Debt to Equity 0.39:0.61 0.36:0.64
June 31 June 31
2018 2017

Return on Equity 0.13 0.12

Debt to EBITDA 3.76 3.92

Interest Coverage Ratio 9.03 11.04

Operating Income to Revenues 0.47 0.47

EBITDA Margin 0.56 0.56

Net Income to Revenues 0.33 0.33



Revenue

SM Prime recorded consolidated revenues of P49llfohifor the first six months of 2018, an increas
of 15% from=P43.25 billion in the same period il20primarily due to the following:

Rent

SM Prime recorded consolidated revenues from fe@2d.69 billion in 2018, an increase of 12% from
P24.67 billion in 2017. The increase in rental e was primarily due to the new malls opened in
2016 to 2018, namely, SM City San Jose Del Moi@k| City Trece Martires, SM Cherry
Congressional, SM City East Ortigas, SM CDO Downtd¥vemier, S Maison, SM Cherry Antipolo,
SM City Puerto Princesa, SM Center Tuguegarao Downti SM Center Pulilan and SM Center
Lemery, SM Center Imus, SM City Urdaneta Central 8M City Telabastagan, with a total gross floor
area of 0.78 million square meters. Out of thd r@@tal revenues, 88% is contributed by the naaiid

the rest from office and hotels and convention eent Excluding the new malls, same-store rental
growth is at 8%. Room rentals from hotels and caotige centers likewise increased by 8% frem P1.48
billion in 2017 to<L1.59 billion in 2018 due to ingrement in occupancy rates and average room rates
of the hotels and convention centers.

Real Estate Sales

SM Prime recorded a 23% increase in real estags $a12018 from-P13.63 billion te P16.77 billion
primarily due to higher construction accomplishnseot projects launched in 2015 to 2017 namely
Shore 2, Fame, South, Spring, Shore 3 and S Resigeand continued increase in sales take-up of
various projects due to strong demand fueled bgritional buyers, Overseas Filipino Workers’
remittances, and rising disposable income of therging middle class. Actual construction of prégec
usually starts within twelve to eighteen monthsrfraunch date and revenues are recognized in the
books based on percentage of completion.

Cinema and Event Ticket Sales

SM Prime cinema and event ticket sales increaselDby toP2.59 billion in 2018 from P2.35 billion
in 2017 due to higher gross box office receiptsnfinternational and local blockbuster movies shown
in 2018 compared to 2017. The major blockbustersemied in 2018, accounting for 45% of gross
ticket sales, include “Avengers: Infinity War”, ‘thssic World: Fallen Kingdom”, “Black Panther”,
“The Revenger Squad” and “Deadpool 2". The majockbusters screened in 2017 were “Beauty and
the Beast”, “Wonder Woman”, “Fast and the FuriotisMy Ex and Whys” and “Guardians of the
Galaxy Vol 2" which accounted for 39% of gross &tkales.

Other Revenues

Other revenues increased by 5%-to P2.73 billid20ib8 from=P2.59 billion in 2017. The increase was
mainly due to higher income from amusement ridegprovements in bowling and ice skating
operations, increase in net merchandise sales ighérhsales of food and beverages in hotels. This
account includes amusement income from rides, Ibowdind ice skating operations, sponsorships,
commissions, merchandise sales from snackbarsaeaisfood and beverages in hotels.

Costs and Expenses

SM Prime recorded consolidated costs and expef&#6041 billion in 2018, an increase of 14% from
£23.14 billion in the same period in 2017, as alted the following:



Costs of Real Estate

Consolidated costs of real estate sold increasezil by to-P8.43 billion in 2018 from P6.96 billion in
2017 primarily due to costs related to higher reingd real estate sales offset by result of imprgvi
cost efficiencies as a result of economies of s¢abter monitoring and control of constructiorsto
hence, leading to improved gross profit marginexsd estate sales from 49% in 2017 to 50% in 2018.

Operating Expenses

SM Prime’s consolidated operating expenses incaelhgd 1% toP17.98 billion in 2018 compared to
last year's=P16.18 billion due to new mall openingame-store mall growth in operating expenses
increased by 2%. Out of the total operating exeeng2% is contributed by the malls. Operating
expenses include depreciation and amortizatiorgstand licenses, marketing and selling expenses,
utilities and manpower, including agency costs.

Other Income (Charges)
Interest Expense

SM Prime’s consolidated interest expense increlsed0% to=P3.07 billion in 2018 compared to
P2.19 billion in 2017 due to the series of retaihtls issued in March 2018 and May 2017 amounting
to £20 billion each and new bank loans availed viarking capital and capital expenditure
requirements, net of the capitalized interest arcgeds spent for construction and development of
investment properties.

Interest and Dividend Income

Interest and dividend income increased by 54% t84Billion in 2018 from=P0.61 billion in 2017.
This account is mainly composed of interest andddivd income received from cash and cash
equivalents, investments held for trading and AR®stments. The increase in interest income is due
to higher average balance of cash and cash equigaie2018 as compared to last year. The increase
in dividend income is due to higher dividends reediin 2018 on available-for-sale investments
compared to last year.

Other income (charges) - net

Other income - net increased<o P0.35 billion it@&om-0.09 billion in 2017 due to mark-to-market
gains on forward swap transactions and other imtadeosts related to mall projects.

Provision for income tax

SM Prime’s consolidated provision for income tagreased by 18% te P4.62 billion in 2018 from
£3.91 billion in 2017.

Net income

SM Prime’s consolidated net income for the six rhenénded June 30, 2018 increased by 16% to
P16.62 billion as compared 0 P14.39 billion in hene period last year.



Balance Sheet Accounts

SM Prime’s total assets amounted to B565.66 hillie of June 30, 2018, an increase of 5% from
B538.42 billion as of December 31, 2017.

Cash and cash equivalents decreased by 13% frdrn3RHillion to B38.77 billion as of December 31,
2017 and June 30, 2018, respectively, mainly dysatenments for capital expenditure projects during
the period.

Receivables decreased by 8% from B34.28 billida3b.45 billion as of December 31, 2017 and June
30, 2018, respectively, due to collections fromerdgty completed projects and collections of rent
receivables.

Land and development increased by 9% from B58I63nto B64.14 billion as of December 31, 2017
and June 30, 2018, respectively, due to landbardiigconstruction accomplishments for the period,
net of cost of sold units and transfers of RFOautdtcondominium and residential units for sale.

Prepaid expenses and other current assets incriepdéd6 from B14.30 billion to B15.68 billion afs
December 31, 2017 and June 30, 2018, respectiatyto deposits and advances to contractors related
to construction projects and various prepayments.

AFS investments decreased by 15% from B31.1Dbbitth B26.32 billion as of December 31, 2017 and
June 30, 2018, respectively, due to changes irvéires under this portfolio.

Investment properties increased by 5% from R278il@n to R285.57 billion as of December 31,
2017 and June 30, 2018, respectively, primarilytduengoing new mall projects, ongoing commercial
building construction of BPO Towers and the ongaiedevelopment of SM Mall of Asia. Also, the
increase is attributable to landbanking and constm costs incurred for ongoing projects, inclgdin
the E-Com buildings.

Derivative assets decreased by 74% from B3.5®rbilb B0.91 billion as of December 31, 2017 and
June 30, 2018, respectively, mainly resulting ftbmmaturity of the $350 million cross currency pwa
transaction. While the 5% decrease in derivatigbilities mainly resulted from the net fair value
changes on the principal only swap transactionsscurrency swap transaction and forward swap
transaction entered into in 2016 to 2018.

Other noncurrent assets, which includes the noaotiportion of receivables from sale of real estate
increased by 53% from B43.92 billion to B66.98dni as of December 31, 2017 and June 30, 2018,
due to additional bonds and deposits for real @stequisitions.

Loans payable decreased by 95% from B0.74 biitid0.04 billion as of December 31, 2017 and June
30, 2018, respectively, due to payment of matuldags.

Accounts payable and other current liabilities @ased by 15% from B51.08 billion to B58.82 hillio
as of December 31, 2017 and June 30, 2018, regplgctimainly due to payables to contractors and
suppliers related to ongoing projects and otherusctpayables related to construction and operating
expenses.

Long-term debt increased by 8% from B192.85 Iniltiw B208.38 billion as of December 31, 2017 and
June 30, 2018, respectively, mainly due to theaissa of R20.00 billion retail bonds in March 2018
and new loan availments to fund capital expendstueguirements, net of payment of maturing loans.



Tenants’ and customers’ deposits increased by @Prb B16.38 billion to B17.53 billion as of Decembe
31, 2017 and June 30, 2018, respectively, mainky tuthe new malls and increase in customers’
deposits from residential buyers.

Liability for purchased land decreased by 12% fi@2a17 billion to B1.91 billion as of December 31,
2016 and 2017, respectively, due to subsequent graigm

Deferred tax liabilities increased by 12% from&billion to B3.22 billion as of December 31, 201
and June 30, 2018, respectively, mainly due toalized gross profit on sale of real estate for tax
purposes.

Other noncurrent liabilities increased by 16% frBm62 billion to B8.88 billion as of December 31,
2017 and June 30, 2018, respectively, due to isergaretention payable.

The Company'’s key performance indicators are measiarterms of the following: (1) debt to equity
which measures the ratio of interest bearing licdd to equity; (2) net debt to equity which meaasu
the ratio of interest bearing liabilities net oshaand cash equivalents and investment held fdinga

to equity; (3) return on equity (ROE) which measuttee ratio of net income to capital provided by
stockholders; (4) earnings before interest expeismme taxes, depreciation and amortization
(EBITDA); (5) debt to EBITDA which measures theioabf EBITDA to total interest-bearing
liabilities; (6) interest coverage ratio which ma@s the ratio of EBITDA to interest expense;
(7) operating income to revenues which basicallpsnees the gross profit ratio; (8) EBITDA margin
which measures the ratio of EBITDA to gross reveramd (9) net income to revenues which measures
the ratio of net income to gross revenues. Thewiahg discuss in detail the key financial indioato
of the Company.

Interest-bearing debt to equity increased to 0.58:8s of June 30, 2018 from 0.43:0.57 as of Deeemb
31, 2017 due to additional borrowings. Likewiset meerest-bearing debt to equity increased to
0.39:0.61 as of June 30, 2018 from 0.36:0.64 d3emkember 31, 2017 due to additional borrowings,
net of payments, for capital expenditure and wagldapital requirements.

ROE increased to 13% as of June 30, 2018 from 1286 dune 30, 2017.

Debt to EBITDA improved to 3.76:1 as of June 30,2 om 3.92:1 as of June 30, 2017 due to increase
in consolidated operating income. Interest coveragjo decreased to 9.03:1 as of June 30, 2058 fro
11.04:1 as of June 30, 2017 as a result of increag@erest expense from additional borrowings.
EBITDA margin remains steady at 56% as of June28Q8 and 2017.

Consolidated operating income to revenues and tdased net income to revenues remains steady at
47% and 33% as of June 30, 2018 and 2017, resphctiv

The Company has no known direct or contingent fif@drobligation that is material to the Company,
including any default or acceleration of an obligat There were no contingent liabilities or asset

the Company’s balance sheet. The Company has frmalaince sheet transactions, arrangements,
obligations during the reporting year as of balastoeet date.

There are no known trends, events, material chasgasonal aspects or uncertainties that are expect
to affect the Company’s continuing operations.

As at June 30, 2018 and December 31, 2017, the mnaduetained earnings appropriated for the
continuous corporate and mall expansions amouwot&2,200 million. This represents a continuing
appropriation for land banking activities and pladrconstruction projects. The appropriation is gein
fully utilized to cover part of the annual capigpenditure requirement of the Company.
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SM Prime’s malls business unit has seventy shoppiai¢gs in the Philippines with 8.14 million square
meters of gross floor area and seven shopping mmefl$iina with 1.3 million square meters of gross
floor area. The malls business unit will have seydwo malls in the Philippines and seven malls in
China with an estimated combined gross floor aféa%million square meters, by the end of 2018.

SM Prime currently has thirty-nine residential g in the market, thirty-two of which are in Metr
Manila and seven are outside Metro Manila. For 2&M Prime is scheduled to launch between 15,000
to 18,000 residential units that includes high-tseldings, mid-rise buildings and single detached
house and lot projects. These projects will betkdtan Metro Manila and other key cities in the
provinces.

SM Prime’s Commercial Properties Group has ningefbuildings with a combined gross floor area
of 481,000 square meters. Two E-Com Centers arertly under construction with an estimated gross
floor area of 320,000 square meters and schedatezbmpletion within 2018 and 2020, respectively.

SM Prime’s hotels and convention centers businegsurrently has a portfolio of six hotels withesv
1,500 rooms, four convention centers and threeettedls. The Company is set to open two hotels in
2019 and expansion of existing hotel in 2020.
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