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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 20-IS
INFORMATION STATEMENT PURSUANT TO SECTION 20
OF THE SECURITIES REGULATION CODE

Check the appropriate box:

[ ] Definitive Information Statement [X ] Preliminary Information §tatement
Name of Registrant as specified in its charter SHANG PROPERTIES, INC. ‘6,
Philippines

Province, country or other jurisdiction of incorporation or arganization
SEC Identification Number: 145490

BIR Tax |dentification Code: 000-144-386

Level 5, Administration Offices, Shangri-La Plaza Mall

EDSA cor. Shaw Boulevard, Mandaluyong City 1550
Address of principal office Postal Code

Registrant’s telephone number, including area code {632} 370-2700

The annual meeting of Registrant’s stockholders will be held on 19 JUNE 2019 at 10:00 AM at the
Garden Ballroom, Edsa Shangri-La Hotel, Manila, No. 1 Gardenway, Ortigas Center, Mandaluyong Cit
Date, time and place of the meeting of security holders

Approximate date on which the Information Statement is first to be sent or given to security hotders:
28 MAY 2019, which is fifteen (15) business days prior to the date of the Annua! Stockholders’ Meeting on
19 JUNE 2019.

No proxy soticitations will be made by Registrant.

Securities registered pursuant to Sections 8 and 12 of the Code or Sections 4 and 8 of the RSA (information on
number of shares and amount of debt is applicable only to corporate registrants):

Title of Each Class Number of Shares of Commeon Stock Qutstanding
and Amount of Debt Outstanding

Common Stock 4,764,056,287 common shares
(* not included are the Registrant’s 2,695 treasury
shares)

Are any or all of registrant’s securities listed in a Stock Exchange?

Yes X No

if yes, disclose the name of such Stock Exchange and the class of securities listed therein:

The Registrant’s Common Shares are listed with the Philippine Stock Exchange.



PART 1. ]

INFORMATION REQUIRED IN INFORMATION STATEMENT

A. GENERAL INFORMATION

Date, time and place of meeting of security holders,

The annual meeting of Registrant’s stockholders will be held on 19 JUNE 2019 at 10:00 AM at Edsa Shangri-La Hotel,
Manila.

The approximate date on which the Information Statement is first to be sent or given to security holders is on 28 MAY
2019, which is fifteen (15) business days prior to the date of the Annual Stockholders’ Meeting on 19 JUNE 2019.

Registrant’s complete mailing address is as follows: SHANG PROPERTIES, INC., Level 5, Administration Offices, Shangri-La
Plaza Maill, EDSA cor. Shaw Blvd., Mandaluyong City.

Dissenters’ Right of Appraisal

Any stockholder of the Registrant shatl have the right to dissent and demand payment of the fair value of his/her shares as
provided under the Corporation Code of the Philippines. There is no matter scheduled to be taken up during the Annual
Stockholder’s Meeting which would give rise to the exercise of a stockholder’s right of appraisal.

Interest of Certain Persons in or Opposition to Matters to be Acted Upon

No director or officer of the Registrant or nominee for election as director of Registrant, or associate of any of the
foregoing has/have a substantial interest, direct or indirect, by security holdings or otherwise, in any matter to be acted
upon during the Annual Stockholders Meeting, other than election to office for some of such persons.

No director of the Registrant has informed the Registrant in writing or otherwise that he intends to oppose any action to be
taken by the Registrant at the meeting,

B. CONTROL AND COMPENSATION INFORMATION

Voting Securities and Principal Holders Thereof

As of the date of submission of this Information Statement, the Registrant has 4,764,056,287 issued and outstanding
common shares all with a par value of One Peso (R1.00) per share. All shares have identical voting rights. Every stockholder
entitled to vote shall have the right to vote in person or by proxy the number of shares of stock as of record date. Every
stockholder may vote such number of shares for as many persons as there are directors to be elected or he may curmulate
his votes and give one candidate/nominee as many votes as the number of directors to be elected multiplied by the
number of his shares shall equat or he may distribute them on the same principle among as many candidates as he shall see
fit provided that the total number of votes cast by him shall not exceed the number of shares owned multiptied by the
whole number of directors to be elected.

The record date for the Registrant’s Annual Stockholders’ Meeting is 20 MAY 2079.

Every stockholder may vote such number of shares for as many persens as there are directors to be elected or he may
cumulate his votes and give one candidate/nominee as many votes as the number of directors to be elected multiplied by
the number of his shares shall equal or he may distribute them on the same principle among as many candidates as he shall
see fit provided that the total number of votes cast by him shall not exceed the number of shares owned multiplied by the
whole number of directors to be elected.

There are no stated conditions precedent to the exercise of cumulative voting rights.
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Top Twenty Stockholders of the Issuer

The Top 20 stockholders of the Issuer as of 30 APRIL 2019 are:

Name of Stockholders Number of Percent to Total
Shares Held Outstanding
1. Travel Aim Investment B,V 1,648,869,372 34.61%
2.I1deal Sites and Properties, Inc. 1,465,144,626 30.75%
3.PCD Nominee Corporation (PH) 1,010,556,651 21.21%
4.5M Development Corporation 189,550,548 3.98%
5. PCD Nominee Corporation (OA) 62,329,371 1.31%
6. KGMPP Holdings, Incorporated 52,925,445 1.11%
7.CCS Holdings, Incorporated 47,633,492 1.00%
8.Pecanola Company Limited 43,175,495 0.91%
9.Kuok Foundation Overseas Limited 37,023,839 0.78%
10.Kuok Brothers SND. BHD. 37,023,839 0.78%
11.GGC Holdings, Incorporated 26,224,322 0.55%
12.Kerry Holdings Limited 26,090,624 0.55%
13.Kuok (Singapore) Limited 24,848,214 0.52%
14.Kerry (1989) LTD. 12,424,107 0,26%
15.Kuok Traders (Hong Kong) LTD. 11,407,363 0.24%
16.Federal Homes, Inc. 4,808,478 0.10%
17.Luxhart Assets Limited 3,975,714 0.08%
18.Yan, Lucio W. Yan &/or Clara 3,142,857 0.07%
19.Antonio 0. Cojuangco 3,026,964 0.06%
20.Exchange Equity Corporation 1,570,000 0.03%

As of 30 APRIL 2019, the total number of shareholders of Issuer’s cornmon shares is 5.218.

Security Ownership of Certain Record and Beneficial Owners of More Than 5%

Following are the stockholders who are known to the Issuer to be directly or indirectly the record and/or beneficial owner

of more than 5% of any class of the Issuer’s voting shares as of 30 APRIL 2019.

Title of Name, address of | Name of Beneficial Citizenship |  No.of | Percent |
Class record owner and Owner and ‘ Shares ‘
relationship with Relationship with 1 Held
| issuer | Record Owner
Common Travel Aim | R Foreign | 1,648,869,372 34.61% |
Investment B.V. | | |
25/F Kerry Centre | ‘ !
683 King’s Road |
Quarry Bay, HK | 1
~Common | WA StRE ] R Filpine | 1,465,144,626 | 30.75%
Properties, Inc. [ . S | I ___4
Common PCD Nominee . R . Filipino 1,010,556,651 | 21.21% |
Corporation | | ‘ |

Travel Aim Investments B. V. is a wholly-owned subsidiary of Kerry Properties Limited. Kerry Properties Limited is a
Bermuda company incorporated in 1996 and listed on the Hong Kong Stock Exchange. It is controlled by the Kuok Group,
and was formed to hold the Hong Kong and Mainland China property investments and developments and infrastructure
interests of the Kuok Group. In the Philippines, the interests of the Kuok Group are chaired by Mr. Edward Kuok who is also
the Chairman and Director of the Issuer.

Ideal Sites and Properties, Inc. (ldeal) is the owner of record of 1,465,144,626 shares. These shares serve as underlying
securities to the Philippine Deposit Receipts (PDRs) issued by Ideal. Ideal is a member of the Kuok Group of Companies.
The votes for ldeal Sites and Properties, Inc., are to be cast by the said Company’s appointed proxy, who is usually the
Chairman of the issuer's Annual Shareholders Meeting. The Annual Shareholders Meeting of the Issuer is usually chaired
by Mr. Edward Kuok Khoon Loong, and in his absence, by Mr. Alfredo Ramos.




PCD Nominee Corporation is a wholly-owned subsidiary of the Philippine Depository & Trust Corp. {formerly Philippine
Central Depository, Inc.) The PCD Nominee Corporation is the registered owner of the shares in the books of the Company’s
transfer agent in the Philippines. The beneficial owners of such shares are PCD’s participants, who hold the shares on their
behalf or on behalf of their clients and/or principals. PCD is a private company organized by the major institutions actively
participating in the Philippine capital market.

Security Ownership of Management {as of 30 APRIL 2019)

Title of NMameof @ |  Amountand [ Citizenship | Percent of Class |
Class Beneficial Owner Nature of Beneficial | ;
Ownership \ ‘
Common Edward Kuck Khoon Loong ~808,008(D) Malaysian | 0.017% I
Common Alfredo C. Ramos - 158(D) | Filipino 0.000% ]
Common Louis Wong Chi Kong 1,000(D) British ~0.000% |
Common Cynthia R, Del Castillo - . ) __ Filipino ~0.000% |
Common Benjamin I. Ramos | ~__Hoy|  Filipino ~ 0.000%
Common Maximo G. Licauco lll T 1(D) | Filipino . 0.000% |
Common Federico G. Noel Jr. NN 1D)|  Filipino | 0.000% |
Common Antonio 0. Cojuangco | 3,026,964(D) | Filipino | 0.064% |
" Common Wilfred Shan Chen Woo 1 1,000(D) Canadian 0.000% |
Common Karlo Marco P. Estavillo | 5,000(D} | Filipino 0.000%
Common Gregory Allan Dogan® - British -
Common Ho Shut Kan* R [ New Zealand -

*Mr. Ho Shut Kan and Mr. Gregory Allan Dogan both resigned as members of the Board of Directors of the Issuer effective
27 November 2018 and 15 February 2019, respectively. Mr. Ho Shut Kan was replaced by Mr. Wong Chi Kong, Louis, who
will serve as such for the remainder of Mr. Ho's term and until his successor is duly elected and qualified.

As of the reporting of SEC Form 20-15 for 2019, the aggregate ownership of all directors and officers as a group unnamed s
3,842,135 shares or 0.000% of the outstanding shares of Issuer.

VOTING TRUST / HOLDERS OF 5% OR MORE

None of the shareholders of Registrant have entered into a voting trust agreement, so that all questions relating to the
same are irrelevant to the Registrant.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

On 28 May 2008, Shang Global City Properties, Inc., of which Issuer’s subsidiary Shang Globat City Holdings, Inc., is
an equity holder to the extent of 40%, entered into a Deed of Absolute Sale with Fort Bonifacio Development
Corporation (“FBDC”), for the purchase of a 15,120 sqm. parcel of land within the development in Taguig City,
Philippines, known as the Bonifacio Global City. A luxury hotel and condominium development is envisioned ta be
constructed on this property.

On 30 June 2008, the Issuer and its wholly-owned subsidiary, Shang Fort Bonifacio Holdings, inc. (SFBHI), entered
into a Shareholders’ Agreement (Agreement) with Oceans Growth Limited (OGL), a subsidiary of Shangri-La Asia
Limited (SA), and Alphaland Corporation (AC). Under the Agreement, SFBHI shall cause its wholly-owned subsidiary,
Fort Bonifacio Shangri-La Hotel, Inc. (FBSHI) to issue 5,000 commen shares to OGL and 2,500 common shares to AC
such that upon completion of the issuance to, and, subscription by OGL and AC, FBSHI shall become a joint venture
company with the following ownerships structure:

SFBHI - 40%

0GL - 40%

AC . 20%
100%

On 02 April 2014, the Issuer’s wholly owned subsidiaries, Shang Global City Holdings, Inc., and Shang Fort Bonifacio
Holdings, Inc., acquired Alphaland Development, Inc.’s Twenty Per Cent (20%} equity in Shang Global City
Properties, Inc., and Fort Bonifacio Shangri-La Hotel, Inc.

On 02 September 2014, the SEC approved the merger between Shang Global City Properties, Inc., and Fort Bonifacio
Shangri-La Hotel, Inc., with Shang Global City Properties, Inc., as the surviving entity.

On 09 November 2009, the Issuer entered into a Memorandum of Agreement with its subsidiary Shang Properties
Realty Corporation (“SPRC”) (formerly, The Shang Grand Tower Corporation), wherein Issuer agreed with SPRC to
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develop a portion of Issuer’s Property located at Edsa cor. Shaw Blvd., Mandaluyong City, into another
commercial/retail building (“Project”) comprised of a shopping mall, parking facilities, and high-rise residential
condominium building to be known as “One Shangri-La Place”. Under the MOA, Issuer commits to transfer a portion
of its Property where the Project will be constructed, and to contribute up to PHP TWO BILLION FIVE HUNDRED
MILLION and 00/100 (PHP2,500,000,000.00) to partially fund the construction of the Project. SPRC, for its part, will
put up the rest of the funding required for the construction of the Project. On 20 September 2013, Shang Properties
Realty Corporation purchased the Property from Issuer.

On 31 March 2011, Issuer’s subsidiary, Shang Property Developers, Inc. executed a Deed of Absolute Sale with Asian
Plaza | Condominium Corporation and Asian Plaza, Inc. (both are Filipino corporations), for the purchase of the
mixed use condominium project known as the Asian Plaza | and the parcel of land of which said project stands, for a
consideration of PHP SIX HUNDRED FIFTEEN MILLION and 00/100 (PHP615,000,000.00). The Asian Plaza | is located at
the corner of Gil Puyat Ave., Tordesillas St. and M. V. de la Costa St., Salcedo village, Makati City.

On 27 June 2011, Issuer purchased L'Hirondelle Holdings, Inc.’s 50million common shares and 270million preferred
shares in Shangri-La Plaza Corporation (“SLPC”)} (representing 21.28% equity in SLPC), for a total consideration of
P450,000,000.00. Said sale increased Issuer’s equity in SLPC from 78.72% previously to 100%, making SLPC a wholly-
owned subsidiary of Issuer, SLPC owns and operates the mall establishment known as the Shangri-La Plaza which is
located in Mandaluyeong City.

As noted above, on 02 September 2014, the SEC approved the merger between Shang Global City Properties, Inc.,
and Fort Bonifacio Shangri-La Hotel, Inc., with Shang Global City Properties, Inc., as the surviving entity. Other than
this merger, Issuer's other subsidiaries have not undergone any material reclassification, merger, consolidation of
purchase or sale of a significant amount of assets not classified as ordinary.

Portions of the Issuer’s land where the Shangri-La Plaza Mall is located and the area known as the Internal Road are
being leased to SLPC. The leases were renewed pursuant to agreements signed and executed between the parties
dated 19 September 2017, which renewal shall expire on 06 January 2023. Rental income is calculated at 10% of
SLPC's gross rental income net of prompt payment discount.

Issuer’s subsidiary Shang Properties Realty Corporation and SLPC have in turn entered into an agreement whereby
SLPC shall lease said mall facility from Issuer of a period of five (5) years commencing on September 2012,
renewable upon mutual agreement of the Parties. Rental income is calculated at 12% of SLPC’s annual rental income
from mall operations. The lease has been renewed for another period which shall expire on 31 December 2022.

The Issuer leased a portion of its land to an affiliate, Edsa Shangri-La Hotel & Resort, Inc., where the latter’s Edsa
Shangri-La Hotel is located. The lease is for a period of twenty five (25) years commencing on 28 August 1992,
renewable for another twenty five years at the option of the lessee. Rental income is computed on a fixed
percentage of the Hotel’s room, food and beverage, dry goods and other service payments, In an agreement dated
26 August 2007, the lease was renewed for another 25 years commencing on 28 August 2017 until 27 August 2042,

The Issuer, in an agreement dated 22 March 2018, entered into a Joint Venture Agreement with Robinsons Land
Corporation (RLC) whereupon a new joint venture entity will be incorporated (JVC). issuer and RLC shall own said
JVC on a 50%-50% basis. The JVC shall build and develop a property situated at McKinley Parkway cor. 57 Avenue
and 21* Drive at Bonifacio Global City, Taguig, Metro Manila. The proposed project is intended to be a mixed-use
development to include residential condominium units and commercial retail outlets. The joint venture agreement
between Issuer and RLC has been duly approved by the Philippine Competition Commission. The Parties project an
investment of P10Billion for the project.

Business of Issuer
{(A) Description of Issuer

{i) The issuer is a property development, real estate management and investment holding company. It is
publicly subscribed and was listed in the Philippine Stock Exchange in April 1999. Its significant and
active subsidiaries are as follows:

e Shangri-La Plaza Corporation (100% owned by Issuer);

e 5PI Parking Services, Inc. (formerly EDSA Parking Services, inc.) (100 % owned by Issuer); and

e Shang Properties Realty Corporation (formerly, The Shang Grand Tower Corporation {100 % owned
by Issuer)

e  EPHI Logistics Holdings, Inc. (60% owned by Issuer)

e  Shang Global City Holdings, Inc. {100% owned by issuer)

e  Shang Fort Bonifacio Holdings, Inc. (100% owned by Issuer)

e Shang Property Management Services Corporation {formerly EPHI Project Management Services
Corporation} {100% owned by Issuer)

e KSA Realty Corporation {70.04% owned by Issuer}



(i)

« Shang Property Developers, Inc. ( 100% owned by Issuer)

e Shang Global City Properties, Inc. (60% owned through the Issuer’s wholly owned subsidiaries Shang
Global City Holdings, Inc., and Shang Fort Bonifacio Holdings, Inc.)

¢ The Rise Development Company, inc. (100% owned through Issuer’s wholly owned subsidiary KPPI

Realty Corporation)
+ Shang Wack Wack Properties, Inc. (100% owned by [ssuer)
s (Classic Elite Holdings, Ltd. (100% owned by Issuer)

Shangri-La Plaza Corporation was incorporated on 06 January 1993 to invest in, purchase, own, hold,
lease and operate the Shangri-La Plaza Shopping Complex located at Mandaluyong City, Philippines. Its
primary business is leasing. The Shangri-La Plaza Shopping Complex houses Rustan’s department store,
theater, cinema, restaurants, fast-food outlets, boutiques and specialty stores. lts tenants are leading
international and local retailers such as Marks & Spencer, Escada, Hugo Boss, Rustan's, Zara,
Debenham’s, Armani, etc., which caters to the upscale market.

5Pl Parking Services, Inc. (“SPSI”) was incorporated on 14 November 2001 to own and/or manage and
operate carpark facilities including those surrounding the Shangri-La Plaza Shopping Complex, and to
render such other services as may be related or incidental to the management and operation of said
carpark facilities.

The Shang Properties Realty Corporation (formerly, The Shang Grand Tower Corporation) was
incorporated on 20 August 2003 as a realty development company. it constructed The Shang Grand
Tower, a high rise luxury condominium at the heart of the Makati Commercial Business District. It is
also the owner and developer of The St. Francis - Shangri-La Place, a two-tower high rise residential
condominium located in Crtigas, Mandaluyong City. It is also the owner and developer of One Shangri-
La Place, a mixed use high rise development located at Edsa cor. Shaw Blvd., Mandaluyong City.

EPHI Logistics Holdings, Inc., was incorporated on 20 August 2002 as a holding company.
Shang Global City Holdings, Inc., was incorporated on 11 December 2007 as a holding company.
Shang Fort Bonifacio Holdings, Inc., was incorporated on 11 December 2007 as a holding company.

Shang Property Management Services Corporation was incorporated on 10 October 2006 for the
purpose, among others, of acting as managing agents or administrators of Philippine corporations with
respect to their business or properties.

KSA Reatty Corporation was incorporated on 03 August 1990 as a realty development company. It owns
The Enterprise Center, one of the most modern and luxurious office buildings in the country which is
located at the heart of the Makati Central Business District. On 15 June 2016, the lssuer purchased
from Ocmador Philippines. B.V., the latter's 241,580 common shares of stock of KSA Realty
Corporation, bringing Issuer’s stock ownership to 70.04%.

Shang Property Developers, Inc. which was incorporated on 17 December 2010 as a realty development
company. It is the owner and developer of the Shang Salcedo Place, a residential condominium located
in Sen. Gil Puyat Ave. cor. Tordesillas St., H.V. de la Costa St., Salcedo Village, Makati City. It is
slated for completion in 2015.

Shang Global City Properties, Inc., was incorporated on 13 December 2007. By virtue of the SEC
approved merger between Shang Global City Properties, inc. and Fort Bonifacio Shangri-La Hotel, Inc.,
Shang Global City Properties, Inc., is now the owner and developer of the hotel and residential
development known as Shangri-La at the Fort. The residential component of the development has
commenced pre-selling.

The Rise Development Company, Inc., is in a joint venture with Vivelya Development Company, Inc.,
for the development of a mixed use development to be known as The Rise, located in Malugay St., San
Antonio Village, Makati.

Shang Wack Wack Properties, Inc., was incorporated on 13 January 2016 as a realty development
company.

Classic Elite Holdings, Ltd., a British Virgin Islands Company, and recently incorporated, is a holding
company. It is a wholly owned non-resident foreign corporation through which Issuer may exptore
possible off-shore investment opportunities aligned with Issuer’s business objectives/purposes.

Issuer’s subsidiary, Shang Properties Realty Corporation (formerly, The Shang Grand Tower
Corporation} and Shang Property Developers, Inc. sold units of the condominium development The St.
Francis Shangri-La Place to non-resident Filipinos and foreigners, but not exceeding 40% of the total



(iff)

(v}

v)

{vi)

{vii)

(viii}

c.

no. of units. It has been selling units of the One Shangri-La Place, its latest condominium development,
but subject to the limitation that not more than 40% of the total number of units shall be sold to
foreigners. |ssuer’s subsidiary Shang Property Developers Inc. has also started selling units to its
residential condominium develepment, Shang Salcedo Place, sales for which are also subject to the 40%
alien ownership limitation.

This is not applicable to the Issuer. [t is primarily a holding company and therefore has no direct
distribution methods of products and services.

Neither the Issuer nor its subsidiaries have new products or services which may be described as
requested in this particular section,

insofar as the issuer’s competitors are concerned, the Issuer’s competitors are upper middle to high
end real estate companies who are involved in property development such as Ayala Land and
Megaworld. Issuer can and will be able to compete in the property development industry because of its
strong financial position, international expertise and strong brand position. For the Shangri-La Plaza
Corporation, its competitors are entities operating similar upscale malls such as Rockwell, Podium, and
Greenbelt 3. The Shangri-La Plaza Corporation is not threatened by competition where it is the only
truly upscale commercial complex in its geographic location, and where it is continuously upgrading its
facilities in order to cater to its upscale market. SPSI’s competitors are those entities who are into
carpark management and operation. SPS| is in a healthy financial position and has the expertise to
efficiently and viably operate its carpark facilities.

This section on raw materials and suppliers is not applicable to the Issuer nor to its subsidiaries by
reason of the nature of their businesses as herein described.

Neither the Issuer nor its subsidiaries operations and businesses are dependent on a single customer,
the loss of which would have a materiat adverse effect on the Issuer and its subsidiaries taken as a
whole, by reason of the nature of their businesses as described herein.

On transactions with and/or dependence on related parties:
With Issuer’s subsidiaries:
With Shangri-La Plaza Corporation (SLPC)

i) Portions of the Issuer’s land where the Shangri-La Plaza Mall is located and the area known as
the Internal Road are being leased to SLPC. The leases were renewed pursuant to agreements
signed and executed between the parties dated 19 September 2017, which renewal shall expire on
06 January 2023. Rental income is calculated at 10% of SLPC’s gross rental income net of prompt
payment discount.

i) Issuer’s subsidiary Shang Properties Realty Corporation and SLPC have in turn entered into an
agreement whereby SLPC shall lease said mall facility from Issuer of a period of five (5) years
commencing on September 2012, renewable upon mutual agreement of the Parties. Rental income
is calculated at 12% of SLPC’s annual rental income from mall operations. The lease has been
renewed for another period which shall expire on 31 December 2022,

With SPI Parking Services, Inc. {5PS])

On 16 January 2002, the Issuer entered into an agreement with SLPC and SPSI.
Under the terms and conditions of the agreement, SPSI will be granted limited usufructuary rights
over the Issuer’s parking spaces for a consideration equivalent to a certain percentage of SPSI's
gross income less direct and indirect expenses, The agreement has been renewed annually and
subsists to date.

With Shang Properties Realty Corporation (formerly, The Shang Grand Tower Corporation)

On May 8, 2005, the lIssuer entered inte a Memorandum of Agreement (“MOA”) with Shang
Properties Realty Corporation {“SPRC”) whereby Issuer, as registered owner of a parcel of land
located along St. Francis Road cor. Internal Road, Shangri-La Complex, Mandaluyong City
{“Property”), agreed with SPRC for the latter to develop the Property into a two-tower high rise
residential condominium o be known as The 5t. Francis Shangri-La Place {“Project”). SPRC shall
provide the funding for the Project which was completed in 2009,

The MDA, among others, provides that Issuer, as the owner of the Property, commits to transfer the
same, free from all liens and encumbrances, in favor of the Condominium Corporation that will be
incorporated upon the completion of the Project. Pending the transfer of the Property to the
Condominium Corporation, Issuer shall allow the use of the Property for the construction of the
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Project, subject to the terms and conditions hereinafter stipulated. SPRC shall provide funding for
the construction of the Project. It is the intention of the Parties to allocate the resulting units in
the Project between them, with each party taking ownership and possession of its respective
allocated units ("Allocated Units"), with full power and discretion on the disposition of the same,
subject only the pertinent conditions hereunder contained. The allocation between the Parties of
the Net Saleable Area shall be at the ratio of twenty percent (20%) to Issuer and eighty percent
{80%) to SPRC subject to adjustment based on mutual agreement of the Parties. The actual
designation of the Parties’ respective Allocated Units shall be determined upon completion of the final
plans and shall be incorporated in a supplemental agreement to be executed by the Parties. The
Parties also agreed that Seventy Five (75) contiguous parking slots shall be allocated to the Issuer. The
allocation of the remaining parking slots net of the 75 stots allocated to Issuer shall be eighty percent
{80%} to SPRC and twenty percent (20%) to Issuer subject to adjustment based on mutual agreement
of the Parties. The actual designation of the parking slots shall be determined upon completion of the
finat plans and shall be incorporated in a supplemental agreement to be executed by the Parties.

On 09 November 2009, the Issuer entered into a Memorandum of Agreement with its subsidiary
Shang Properties Realty Corporation (“SPRC”} (formerly, The Shang Grand Tower Corporation),
wherein Issuer agreed with SPRC to develop a portion of Issuer’s Property located at Edsa cor.
Shaw Bivd., Mandaluyong City, into another commercial / retail building {*Project”) comprised of
a shopping mall, parking facilities, and high-rise residential condominium building to be known as
“One Shangri-La Place”. This MOA was rescinded by the Parties on 20 September 2013, wherein
SPRC purchased the land from Issuer to become both the landowner and developer of the Project.

With Issuer’s affiliates:

a. Edsa Shangri-La Hotel & Resort, Inc.

The Issuer leased a portion of its land to an affiliate, Edsa Shangri-La Hotel & Resort, Inc., where
the latter’s Edsa Shangri-La Hotel is located. The lease is for a period of twenty five {25) years
commencing on 28 August 1992, renewable for another twenty five years at the option of the
lessee., Rental income is computed on a fixed percentage of the Hotel’s room, food and beverage,
dry goods and other service payments. In an agreement dated 26 August 2007, the lease was
renewed for another 25 years commencing on 28 August 2017 until 27 August 2042.

b. With other affiliates:

On 1 January 2001, the Issuer entered into a cost sharing agreement with SLPC and other related
companies for the services rendered by the officers of the Company to its related companies.
Other transactions with related companies substantially consist of reimbursement of expenses paid
for by the Issuer in behalf of its affiliates and vice-versa.

Between Issuer’s Affiliates:

a. Shang Property Management Services Corporation entered into a Memorandum of Agreement with
KSA Realty Corporation, pursuant to which the former shall assist the latter in managing and
administering the leasing operations of The Enterprise Center.

b. Shang Property Management Services Corporation entered into a Memorandum of Agreement with
The Enterprise Center Condominium Corporation pursuant to which the former shall assist the
latter in manhaging and administering the condominium development known as The Enterprise
Center, specifically with respect to the common areas thereof.

c. Shang Property Management Services Corporation entered into a Memorandum of Agreement with
The 5t. Francis Shangri-La Place Condominium Corporation pursuant to which the former shall
assist the latter in managing and administering the condominium development known as The
Enterprise Center, specifically with respect to the common areas thereof.

d. SPI Parking Services, Inc. entered into a Mernorandum of Agreement with KSA Realty Corporation,
with conformity of The Enterprise Center Condominium Corporation, to administer, manage and
operate the TEC Parking Slots as a pay parking facility under a mutually agreeable remuneration

scheme.

As noted above, on 02 September 2014, the SEC approved the merger between Shang Global City Properties, Inc.,
and Fort Bonifacio Shangri-La Hotel, Inc., with Shang Global City Properties, Inc., as the surviving entity. Other than
this merger, Issuer’s other subsidiaries have not undergone any material reclassification, merger, consolidation or
purchase or sale of a significant amount of assets not classified as ordinary.



Directors and Executive Officers

CHANGES IN CONTROL

As regards changes in control, there are no pending or proposed changes which will affect the Registrant.

The Directors, Independent Directors and Executive Officers of the Registrant with_their business experience for the last
five years from this disclosure are as follows:

Name | Citizenship | Director/ | Age | Office Held | Directorship in other reporting |
! No. of | (Listed) Companies |
' Years ‘ ‘ ‘
Edward Kuok Khoon Loong Malaysian Yes /27 yrs. | 66 | Chairman | ‘None B
Alfredo C. Ramos Filipino Yes /29 yrs. &| 74 |Vice Chairman|Anglo Philippine Holdings Corp., The
| 7 mos. Philodrill Corp., Yulcan and \
| Industrial Mining and Development
Corp., Penta Capital Holdings Corp.,
| Philippine Seven Corp.
| Cynthia R. De{ Castillo i _Filibi}l}iii. Yes /17yrs & | 66 | “|Sanitary Wares & Mfg. Corp.
[ 9 mos.
] 1
Benjamin |. Ramos | Filipino Yes /Byrs. & | 49 None \
i 7 mos. i
Wilfred Shan Chen Woo | Canadian Yes/ 7 yrs. & | 61 | None B
7 mos. =
Antonio O. Cojuangco™** ~ Filipine | Yes /11yrs. &| 67 | ~ None
7 mos. ‘ '
Ho Shut Kan* | MNewZealand | Yes /8yrs& | 68 | \ - None
[ 9 mos. [ ‘
Louis Chi Kong Wong* British Yes/4 mos. - [ None
I N O
Karlo Marco P. Estavillo | Filipino | Yes/Zyrs. & | 46 |Treasurer/ ‘ None
6 mos. |CFO/CO0
| i I
; |
i | | -‘
Gregory Allan Dogan* British Yes/2yrs. & | 53 |Executive | None !
1 6 mos. , Director ‘ I
I | I N I S B |
Maximo G. Licauco Il Filipino Yes/Jyrs& | 68 ' None ‘
| 4 mos. ‘
Uday Deshpande* | Singapore (No) 55 ‘VP/Group_m { None ‘
! ' \Financial .
; iController |
1 : |Corporate | R 7
Federico G. Noel, Jr. Filipino {No) 56 |Secretary None \
S e e e —_— S —
Maria Myla Rae 5. Orden Filipino (No) 53 |Asst. Corp. Jf None
I | . Secretary | ‘

Edward Kuok Khoon Loon

g is the Chairman of the Company and also Vice Chairman of Kerry Holdings

Limited. He has been with the Kuok Group since 1978. He has a Master’s degree in Economics from the
University of Wales in the United Kingdom.

Alfredo C. Ramos is the Vice Chairman of the Company. He is the Chairman of the Board of Anglo Philippine
Holdings, inc., Anvil Publishing, Inc., Carmen Copper Corporation, NBS Express, Inc. and Atlas Consolidated

Mining & Development Corporation and Aquatlas, [nc. He is the Chairman and President of Alakor Corporation,
National Book Store, Inc., The Philedriil Corporation, Vulcan Industrial & Mining Corporation, United Paragon

Mining Corporation and NBS Subic, Inc. He is also the President of Abacus Book & Card Corporation, MRT
Holdings Corparation, Power Books, Inc., TMM Management, Inc. and Zenith Holdings Corporation. He is Vice

Chairman of MRT Development Corporation and Shangri-La Plaza Corporation.

National Book Development Board.

He is also the Governor of



Antonio O. Cojuangco is the Chairman of Ballet Philippines, CAP Life Insurance Corporation, Cinemalaya
Foundation, Mantrade Development Corporation, Nabasan Subic Development Corporation, Radio Veritas,
Tanghalang Pilipinc and Directories Philippines Corporation. He is the President of Calatagan Bay Realty,
Chairman and President of Calatagan Golf Club, Inc. and Canlubang Golf and Country Club,

Cynthia Roxas Del Castillo is a Senior Partner and a member of the Executive Board at Romulo, Mabanta,
Buenaventura, Sayoc & de los Angeles and has been with the firm for over 30 years. She holds an LL.B from
Ateneo, graduated Valedictorian in 1976 and placed $1™ in the 1976 Bar Examinations. She was a former Dean
of the Ateneo de Manila University’s Law School and the first woman to hold the said position. She currentty
serves as Corporate Secretary and Director of other various Philippine corporations.

Benjamin I. Ramos is the President of Powerbooks since 2009 and is the Special Assistant to the Vice
President at National Book Store. He was previously the President of Tokyo, Tokyo, Inc., the largest Japanese
fast food chain in the Philippines from 1990 to 2008 and has an MBA from the Stanford Graduate School of

Business.

“Louis Chi Kong Wong has been the Chief Financial Officer of Kerry Properties Limited (“KPL") since 2007,
He was trained and qualified as Chartered Accountant with KPMG Peat Marwick, London, England., He had
about 10 years of experience in auditing in the United Kingdom and Hong Kong before joining Kerry Group in
1994. Prior to taking up the position of the Chief Financial Officer of KPL, he was involved in the Coca-Cola
beverage business in which Kerry Group was a franchised bottler of Coca-Cola products in China. He is a
graduate of University of Cambridge, England. (Replaced Mr. Ho Shut Kan who resigned as member of the
Board of as of 27 November 2018. Mr. Wong will serve as member of the Board for the remainder of Mr. Ho’s
term and until his successor is duly elected and qualified)

Wilfred Shan Chen Woo is the Executive Assistant to the Chairman of the Board. He is a member of the
Institute of Chartered Accountants of British Columbia as well as a member of the Canadian Institute of
Chartered Accountants since 1985, He graduated in 1982 from the University of British Columbia in
Vancouver, Canada with a Bachelor's Degree in Commerce, majoring in Accounting and Managernent
Information Systems.

Maximo G. Licauco Il is the President of Filstar Distributors Corporation (Licensee of Hallmark Cards and
exclusive distributor of BIC Products). He was previously an Area Vice President of National Book Store, Inc.
where he spent 34 years in the retail business. He graduated at the Ateneo De Manila University with
Bachelor of Arts Degree major in Economics.

Karlo Marco P. Estavillo served as General Manager of San Miguel Properties, Inc., and a member of the
Board of Directors of United Coconut Planters Bank, Cocolife, and UCPB General Insurance, Inc. He received a
Bachelor of Laws Degree from the University of the Philippines College of Law and Bachelor of Science in
Business Management from the Ateneo de Manila University.

*Gregory Allan Dogan served as the Chief Executive Officer and President of Shangri-La Hotel Public
Company Limited and Shangri-La International Hotel Management Ltd. and as the Chief Operating Officer of
Shangri-La International Hotel Management Ltd. He has over 25 years of experience in the hospitality
industry. He has also held senior property management positions, including Vice President and General
Manager of Makati Shangri-La, Manila. He joined the Shangri-La Group in 1997 as Executive Assistant Manager
of Mactan Island Resort, Cebu. His hospitality career has spanned Asia, Europe, and the Middle East.
(Resigned as of 15 February 2019.)

*Uday Deshpande is the Group Financial Controller. He earned his Bachelor of Commerce degree in the
University of Poona India and is a certified Chartered Management Accountant with The Chartered Institute of
Management Accountants, UK and The Institute of Chartered Accounts of India. Mr. Deshpande has many
years of solid accounting and finance experience from his years of work internationally in Hong Kong, Taiwan,
Japan, Europe, Middle East and Singapore. (Mr. Uday Deshpande resigned as of 21 May 2018. Mr. Rajeev Garg
was elected as Vice President and Group Financial Controller of the Issuer as of 06 March 2019.)

Federico G. Noel, Jr. is the General Counsel and the Corporate Secretary of the Company. He is also the
Corporate Secretary, General Counsel and a member of the Board of Directors of the other Kuok Group
companies in the Philippines including the Shangri-La Plaza Corporation and the Shangri-La Hotels. He
graduated from the Ateneo Law School in 1991 with a Juris Doctor degree.

Maria Myla Rae S. Orden is Assistant Corporate Secretary and has been the Assistant General Counsel of the
Company for the past 18 years.

** Messrs. Maximo G. Licauco, Antonfo O. Cojuangco, and Benjamin . Ramos were elected independent
directors. All of the foregoing independent directors have no relationshin with Ideal Sites and Properties,
Inc., either as directors or officers.

The Directors of the Company are elected during each regular meeting of stockholders and shall hold office
for one {1} year and until their successors are elected and qualified.



(2) Significant Employees

Issuer does not have an employee who is not an executive officer who is expected to make a significant
contribution to the business of Issuer. There are also no key personnel on whom the business of the Issuer is
highly dependent such as to merit any special arrangement.

(3)  Family Relationships

Mr. Benjamin Ramos is the nephew of Mr. Alfredo Ramos. Mr. Maxime G. Licauco ill is the brother-in-law of
Mr. Alfredo Ramos.

(4)  Involvement in Certain Legal Proceedings

{A) None of the directors or executive officers of the Issuer has had any bankruptcy petition filed by or
against any business of which such director or executive officer was a general partner or executive
officer either at the time of bankruptcy or within two years to that time;

(B) None of the directors or executive officers of the Issuer has had any conviction by final judgment in a
criminal proceedings, domestic or foreign, or being subject to a pending criminal proceeding, domestic
or foreign, excluding traffic violations and other minor offenses;

(C) None of the directors or executive officers of the Issuer has been subject to any order, judgment, or
decree, not subsequently reversed, suspended or vacated, of any court of competent jurisdiction,
domestic or foreign, permanently or temporarily enjoining, barring, suspending or otherwise limiting his
involvement in any type of business, securities, commodities or banking activities;

(D) None of the directars or executive officers of the Issuer has been found by a domestic or foreign court of
competent jurisdiction (in a civil action), the Commission or comparable foreign body, or a domestic or
foreign exchange or electronic marketplace or self-regulatory organization, to have viclated a securities
or commadities law, and the judgment has not been reversed, suspended, or vacated.

Nomination of Regular (Non-independent) and Independent Directors

Pursuant to the SEC approved Amended by-Laws of the Registrant wherein new provisions on the nomination and election
of the regular and independent members of the Board of Directors were added in comptiance with the SRC and SEC Rules
and Regulations, the Registrant duly published in a newspaper of general circutation the Notice to Stockholders calling for
nominations for regular and independent members of the Registrant’s Board of Directors who shall be elected during the
Annual Stockholders Meeting on 19 JUNE 2019 (published an 22 April 2019 in The Manila Times). Pursuant to the initial
nominations received by the Corporate Secretary of Registrant the following names have been forwarded to the Corporate
Governance Committee / Nomination Committee for nomination to the Board of Directors during the Annual Stockholders

Meeting.

Edward Kuok Khoon Loong
Alfredo C. Ramos

Cynthia R. Del Castillo
Karlo Marco P. Estavillo
Antonio Q. Cojuangco
Maximo G. Licauco Il
Wilfred Shan Chen Woo
Louis Chi Kong Wong
Benjamin C. Ramos

The specific wordings of Article llf, Section 2 of the Issuer’s Amended By-Laws setting out the following quidelines and
procedures for the nomination and election of the issuer’s regular and independent directors are as follows:

Section 2(a). Election of Independent Directors and their qualification. - Pursuant to the provisions of the
Securities Regulation Code and the pertinent regulations of the Securities and Exchange Commission, the
Corporation’s Board of Directors shall have at least two (2) independent directors or such number of independent
directors as corresponds to at least twenty (20%) of the Corporation’s board size, whichever is lesser. The
independent directors shall be elected in the same manner as the other members of the Board of Directors as

provided in these By-Laws.

Section 2{b}. Qualification and Disqualification of Independent Director - Any stockholder having at least one (1)
share registered in his name may be elected Independent Director, provided, however, that no person shall




qualify or be eligible for nomination or election as Independent Director if he is engaged in any business which

competes with or is antagonistic to that of the Corporation. Without {imiting the eenerality of the foregoing, a

person shall be deemed to be so engaged:

(i)

i}

If he is an officer, manager or controlling person of, or the owner (either of record or beneficially) of 10% or
more of any outstanding class of shares of any corporation {other than one in which the corporation owns at
least 40% of the capital stock) enguged in the business which the Board of Directors, by at least three-fourths
vote, determines to be competitive or antagonistic to that of the Corporation: or

If he is an officer, manager or controlling person of, or the owner (either of record or beneficially) of 10% or
more of any gutstanding class of shares of, any other corporation or entity engaged in any line of business of
the Corporation, when in the judernent of the Board of Directors, by at {east two-thirds {2/3) vote, the laws
aeainst combinations in restraint of trade shall be violated by such person’s membership in the Board of
Directors; or

(iii) If the Board of Directors, in the exercise of its judement in good fajth, determine by at least two-thirds (2/3)

vote that he is the nominee of any person set forth in (i) or {ii} above.

In determining whether or not a person is a controlling person, beneficial owner, or the nominee of another,
the Board of Directors may take into account such factors as business and family relationship.

For the proper implementation of this provision, all nominations for the election of Independent Directors
shall follow the procedure described below.”

Section 2 {c). The Board of Directors shall constitute, from amone themselves, a Nomination Committee. The
Nomination Committee shall have at least three (3} members, one of whom is an independent director. ft
shall promulgate the guidelines or criteria to govern the conduct of the nominations for both reeular and
independent directors, which shall include the following:

{i} The nornination of regular and independent directors shall be conducted by the Nomination Committee
prior to a stockholders' meeting. All nominations shall be signed by the nominatine stockholders
together with the acceptance and conformity by the would-be nominee.

(ii) The Nomination Committee shall pre-screen the qualifications and prepare a final list of all candidates
and put in place screening policies and parameters to enable it to effectively review the qualifications of
the nominees for regular and independent director/s.

(iii} After the nomination, the Noemination Committee shall prepare a Final List of Candidates fore resular
and independent directors which shall contain all the following information about all the nominees:

Names, ages, and citizenship of all nominees;

Positions and of fices that each nominee has held, or will hold if known;

Term of office and the period during which the nominee has served as director;

Business experience during the past five (5) vears:

Qther directorships held in SEC reporting companies, naming each company;

Family relationships up to the fourth civil degree either by consanguinity or affinity amone

directors, executive officers, or persons chosen by the company to become directors or executive

officers;

« [Involvement in legal proceedings, i.e., a description of any of the following events that occurred
during the past five (5) vears up to the latest date that are material to an evaluation of the ability
of integrity of any director, any nominee for election as director, executive officer, underwriter or
control person of the company:

s Any bankruptcy petition filed by or against any business of which such person was a general partner
or executive officer either at the time of the bankruptcy or within two vears prior to that time;

e« Any conviction by final judement, including the nature of the offense, in a criminal proceedings,
domestic or foreign, or being subject to a pendine criminal proceeding, domestic or foreign,
excluding traffic violations and other minor offenses;

e Being subject to any order, judgment, or decree, not subsequently reversed, suspended, or vacated,
of any court of competent jurisdiction, domestic or foreien, permanentfy or temporarily enjoining,
barring, suspending or otherwise (imiting his involvement in any type of business, securities,
commodities ar bankine activities; and

e Being found by a domestic or foreign of competent jurisdiction (in a civil action}, the SEC or
comparable foreign body, or a domestic or foreign exchange or other organized trading market or
self-regulatory organization, to have violated securities or commodities law or reeulation, and the
judement has not been reversed, suspended, or vacated.

» Disclosure if owning directly or indirectly as record and/or bepeficial owner of any class of the
company’s voting securities;

o Disclosure of owning voting trust of more than 5% of the comnpany’s securities; and




e Any such other information as_may be required to be disclosed by the Securities and Exchange
Commission although not expressly provided for above.

The Corporate Governance Committee / Nomination Committee is chaired by Mr. Edward Kuok Khoon Loong, while
the Committee Members are Ms. Cynthia N. Del Castillo and Antonio 0. Cojuangco.

lnvolvement in Certain Legal Proceedings

The Issuer is not involved in any litigation for this reporting period where the cases it has been reporting in the past years
have been resolved by the Supreme Court with finality in Issuer’s favor.

information on Cases, Judgments, Decrees, etc., Against Registrant’s Directors and Executive Officers.

None of the directors or executive officers of the Registrant has had any bankruptcy petition filed by or against any
business of which such director or executive officer was a general partner or executive officer either at the time of
bankruptcy or within five (5} years up to the latest date; None of the directors or executive officers of the Registrant has
had any conviction by final judgment in a criminal proceedings, domestic or foreign, or being subject to a pending
criminal proceeding, domestic or foreign, excluding traffic violations and other minor offenses; None of the directors or
executive officers of the Registrant has been subject to any order, judgment, or decree, not subsequently reversed,
suspended or vacated, of any court of competent jurisdiction, domestic or foreign, permanently or temporarily enjoining,
barring, suspending or otherwise limiting his involvement in any type of business, securities, commodities or banking
activities; and None of the directors or executive officers of the Registrant has been found by a domestic or foreign court
of competent jurisdiction (in a civil action}, the Comrnission or comparable foreign body, or a domestic or foreign
exchange or electronic marketplace or self regulatory organization, to have violated a securities or commodities law, and
the judgment has not been reversed, suspended, or vacated.

As to the disclosures required in ltem 1 of Part IV, Paragraph (D), there are no disclosable transactions as regards the
requested disclosures in this item given that Registrant has no transaction or proposed transactions to which Registrant
was or is to be a party, in which any of the foltowing persons had or is to have a direct or indirect material interest: {i) any
director or executive officer of the Registrant; (ii) any nominee for election as a director; {iii) any security holder named in
response to Part 1V, paragraph |, or {lv) any member of the immediate family of the persons aforenamed.

The information above is true during the past five (5) years up to the latest date.

Parents of Registrant

Travel Aim [nvestments B.V. is a wholly-owned subsidiary of Kerry Properties Limited (KPL). KPL is a Bermuda Company
incorporated in 1996 and listed on the Hong Kong Stock Exchange. The Company was formed to hold the Hong Kong and
Mainland China property investments and developments and infrastructure interests of the Kuok Group. KPL has the power
to vote the shares of Travel Aim.

ldeal Sites and Properties inc. is a Philippine company incorporated in 1989, It is affiliated with the Kuok Group and was
formed to primarily engage in property development and investments. Shang Properties, Inc., and Oro Group Ventures, Inc.
are the major shareholders of ldeal.

National Bookstore, Inc., is a closed Philippine company which owns the Philippines’ biggest chain of bookstores. The
Ramos family controls National Bookstore and has the power to vote its shares.

Resignation of Director Since the Last Annual Shareholders’ Meeting

*Mr. Ho Shut Kan and Mr. Gregory Allan Dogan both resigned as members of the Board of Directors of the Issuer effective
27 November 2018 and 15 February 2019, respectively. Mr. Ho Shut Kan was replaced by Mr. Wong Chi Kong, Louis, who
will serve as such for the remainder of Mr. Ho’s term and until his successor is duly elected and qualified.

Proxy Solicitations

No proxy solicitations will be made by the Registrant.

Compensation of Directors and Executive Officers

The foliowing is a summary of the aggregate compensation paid or accrued during the last two (2) fiscal years, i.e.
2017 and 2018 and toc be paid in the ensuing fiscal year 2019 to the Company’s Chief Executive Officer and four (4)
other most highly compensated executive officers who are individually named, and to all other officers and directors
of the Company as a group:



OFFICERS/DIRECTOR

[ FISsCAL
YEAR

AGGREGATE = e
COMPENSATION (in )

209 1

Basic

| 78,906,938.50 |

Bonus | Totai

34,971,343.87 115,875,282.37 |

| Wilfred Shan Chen Woo

| Karlo Marco P. Estavillo
| Rajeev Garg

Federico G. Noel, Jr.

Koay Kean Choon
Danila Regina |. Fojas

| 2018

[ Gregory Allan Dogan

| Karlo Marco P. Estavillo
| Uday Deshpande ]
| Kuoh Hun Hsion

| Federico G, Noel Jr. J( -

| Koay Kean Choon |

| Danila Regina |. Fojas |

| 89,344,990.67 |

- L
12017 ]
| Gregory Allan Dogan |
[ Karlo Marco P. Estavillo |

| Kin Sun Andrew Ng

| Federico G. Noel Jr.

| Koay Kean Choon

—

| Danila Regina I. Fojas

The figures reported in Item 6 (Compensation of Directors and Executive Officers) comprise the ageregate compensation
of all the officers of SPI. SP! has a lean organization and has no other officers except as indicated in the table in Item 6.
With respect to SP!'s Directors, as SPI has consistently disclosed these part years, the members of the Board of 5PI do not
receive any form of compensation, whether in the form per diemn, options, etc.

Compensation Plans

No actions will be taken by Registrant during the Annual Stockholders Meeting as regards any bonus, profit sharing or other
compensation plan, contract or arrangement in which any director, nominee for election as a director, or executive officer
of the registrant will participate, any pension or retirement plan in which any such person will participate, or the granting
or extension to any such person of any option/s, warrant/s or right/s to purchase any securities. The members of the board
are not paid per diem for their attendance to board meetings.

Independent Public Accountants

The Registrant has had no disagreements with its Accountants Isla Lipana & Co. (Price WaterHouse Coopers Phitippines).
The representatives of said Accountants will be present during the annual stockholders' meeting, and shall have the
opportunity to make a statement is they desire to do so. They shall also be available to respond to appropriate questions.

The Registrant is compliant with the SRC rule 68, as amended, par 3(b)(iv), and has observed the rotation of signing
partners for its Independent Public Accountants, Ista Lipana & Co. (Price WaterHouse Coopers Philippines). With respect to
Isla Lipana & Co, the signing partner starting FY 2018 is Imelda Ronnie de Guzman - Castro. Isla Lipana & Co 5 a SEC-
accredited externat auditing firm, effective until 20 June 2021 and will be recommended for re-appointment as External
Auditor for the year 2019-2020 during the Annual Stockholders’ Meeting on 19 JUNE 2019,

AUDIT COMMITTEE

Pursuant to the provisions of Registrant’s Manual of Corporate Governance, the Registrant has an Audit Committee which is

chaired by Maxime G. Licauco Ilf who is an independent director.

The members of the Committee are Benjamin 1.

Ramos and Cynthia del Castillo.

C._ISSUANCE AND EXCHANGE OF SECURITIES

The merger of Registrant and Kuok Philippine Properties, Inc. {(“KPPI”), with the Registrant as the surviving entity, and
KPPI as the absorbed entity, was duly approved by the SEC on 25 July 2007. Pursuant to the Plan of Merger of Registrant
and KPPI, as approved by the Board of Directors of Registrant, all KPPl shareholders as of the date of approval by the
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Securities and Exchange Commission of the Merger (“Record Date”), were entitled to exchange every seven (7) of their
KPP! shares with one (1) share of the Registrant. Fractional shares (shares less than 7) held by the qualified KPPI
shareholders were paid by the Registrant in cash. The shares of the Registrant which was issued to the KPPI shareholders
was taken from out of an increase in the Authorized Capital Stock of the Registrant from £6,000,000,000.00 (representing
6,000,000,000 common shares at 21,00 par value per share} to £8,000,000,000.00 (representing 8,000,000,000 common
shares at B1.00 par value per share), which increase in the Authorized Capital Stock has been duly approved by the SEC.
All shares issued to KPPI shareholders have been duly listed with the Philippine Stock Exchange.

Only common shares were issued which shall enjoy the same rights (dividend, voting, and other rights) as those common
shares of the Registrant already issued and outstanding. No preferred shares will be issued on account of the increase in
the Authorized Capital Stock.

As regards dividends, the dividend policy of the Registrant is as set forth in Article Viil of its By-Laws which states that
dividends shall be declared and paid out of the unrestricted retained earnings which shall be payable in cash, property, or
stock to all shareholders on the basis of outstanding stock held by them, as often and at such times as the Board of
Directors may determine and in accordance with existing laws.

The pre-emptive rights of all common shareholders of the Registrant (old and new) are denied in Article Seventh of the
Articles of Incorporation of Registrant, which states that “No holder of shares of the Corporation shall have, as such holder,
any pre-emptive right to acquire, purchase, or subscribe to any share of the capital stock of the Corporation which it may
issue or sell, whether out of the number of shares authorized by these Articles of Incorporation as originally filed, or by any
amendment thereof, or out of the shares of the capital stock of the Corporation acquired by it after the issuance thereof.”

There are no provisions in the By-Laws of Registrant that would delay, defer, or prevent a change in control of the
Registrant.

No dividends in arrears or defauits in principal interest

The Registrant has no dividends in arrears or defaults in principal or interest in respect of any of their respective
securities.

Cash Dividends Declared By The Issuer During The Two Most Recent Years

Cash Dividends
2019

* During the regular meeting of the Issuer’s Board held on 06 March 2019, the Board approved the
declaration of P0, 10550 per share cash dividend to all shareholders of record as of 21 March 2019 to
be taken from the unrestricted retained earnings as reflected in the audited financial statements of
the Issuer as of 31 December 2018 to be paid on or before 29 March 2019.

2018

During the regular meeting of the Issuer’s Board held on 14 March 2018, the Board approved the
declaration of PQ.12550 per share cash dividend to all shareholders of record as of 31 March 2018, to
be taken from the unrestricted retained earnings as reflected in the audited financial statements of
the Issuer as of 31 December 2017, to be paid on or before 16 April 2018.

e  During the regular meeting of the Issuer’s Board of Directors held on 04 September 2018, the Board
approved the declaration of P0.07 per share cash dividend to all shareholders of record as of 19
September 2018 to be taken from the unrestricted retained earnings as reflected in the unaudited
financial statements of the Issuer as of 30 June 2018 to be paid on or before 28 September 2018.

2017

e During the regular meeting of the Issuer’s Board held on 29 August 2017, the Board approved the
declaration of P0.07 per share cash dividend to all shareholders of record as of 15 September 2017,
to be taken from the unrestricted retained earnings as reflected in the unaudited financial
statements of the Issuer as of 30 June 2017, to be paid on or before 22 September 2017.

Stock Dividends

No stock dividends were declared by the Issuer during the last 2 fiscal years.
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D. OTHER MATTERS

Action with respect to Reports

As of the submission of this PRELIMINARY Information Statement, for the agenda during the annual stockholders’
meeting, the shareholders shall be requested to:

(i) approve the minutes of the Annual Stockholders’ Meeting held on 25 JUNE 2018 which minutes reflect the following:
call to order, proof of notice of meeting, certification of quorum, approval of minutes of the previous annual
stockholders’ meeting, approval of the Management’s report of operations for 2018, ratification of the acts of the
Board of Directors, election of directors, appointment of the firm of Sycip Gorres Velayo & Co. as the Registrant’s
External Auditors, and adjournment.

(i} ratify the acts of Management and the Board of Directors since the Annual Stockholders’ Meeting held 25 JUNE 2018
up to the date of this year’s Annual Stockholders” Meeting. The items covered with respect to this general ratification
are the acts of Board of Directors in the ordinary course of business, with those acts of significance having been
subject of prior disclosures to the SEC.

{iii) approve and ratify the Registrant’s Audited Financial Statements as of 37 December 2018, elect the Board of
Directors for the year 2019-2020, elect the Registrant’s external auditors.

(iv} approve the appeointment of the Issuer’s External Auditors Isla Lipana & Co. (Price WaterHouse Coopers Philippines)
for the fiscal year 2019-2020.

As of this PRELIMINARY Information Statement, other than the above, no other action shall be taken during the annual
stockholders’ meeting.

Yoting Procedures

The vote of at least a majority of the stockholders present in person or by proxy and entitled to vote, a quorum being
present, shall be required for approval or election. The votes shall be taken and counted viva voce, by the secretary of the
Meeting,

CORPORATE GOVERNANCE MANUAL

In August 2002, the Board of Directors of the Issuer adopted its Corporate Governance Manual which it submitted to the
Securities and Exchange Commission. The Manual includes provisions on:

« Compliance System
e Duties and responsibilities of Compliance Officer
¢ Plan for Compliance including the general responsibilities and gualifications of:
Board of Directors
Board Committees
Corporate Secretary
External Auditor
Internal Auditor
Communication Process
Training Process
Reportorial/Disclosure System
Monitoring Assessment

* * & @

On August 3, 2005, the Board of Directors of Issuer approved the amendment of Issuer’s Manual of Corporate Governance
such as to add thereto provisions for the creation of a nomination committee for both regular and independent directors of
Issuer, in compliance with the relevant provision of the Securities and Regulation Code.

On 17 August 2009, the lssuer’s Board of Directors approved further revisions to the [ssuer’s Manual on Corporate
Governance such as to render the same compliant with SEC Memorandum Circular No. 6, Series of 2009.

On 24 June 2014, this Issuer’s Board of Directors approved the latest revisions to the Corporation’s Manual on Corporate
Governiance in compliance with the SEC Memorandum Circular No. 9, Series of 2014.

During its meeting held on 15 March 2017, the Board approved the Issuer’s 2017 Manual of Corporate Governance pursuant
to Sec Memo Circular No. 19, Series of 2016.

Internal Control

In performing their duties, the Registrant’s Board of Directors also acknowledge their responsibility for the Registrant’s
system of internal financial control. The system is designed with a view to provide reascnable assurance against any
material misstatement or loss. This aims to ensure that assets of the Registrant are safeguarded, proper accounting records
are maintained and that the financial information used within the business and for publication is reliable. The control
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system also includes clearly drawn lines of accountability and delegation of authority and comprehensive reporting and
analysis against approved annual budgets.

Regular reports are also be prepared for the Board to ensure that Directors are supplied with all the information they
reguire in timely and appropriate manner.

Audit Committee

Pursuant to its Corporate Governance Manual, the Board created an Audit Committee in August 2002. The membership in
said committee is compliant with the composition set forth in the Issuer’s Manual of Corporate Governance. The
Committee acts in an advisory capacity and makes recommendation to the Board. It also review the findings and plans of
the internal and external auditors of the Registrant and liaises, on behalf of the Board, with the auditors. The Committee
meets regularly to review audit reports, status of the Registrant’s audits, internal controls, interim and final financial
statements prior to recommending them to the Board for approval.

The Audit Committee is scheduled to meet at least three times a year. The Committee is chaired by Maximo G. Licauco ill.
Its members are Benjamin |. Ramos, Cynthia R, del Castillo.

Corporate Governance Committee {Subsumed the functions of the Nomination Comrmittee)

Pursuant to its Corporate Governance Manual, the Board created a Corporate Governance Committee which absorbed all
the functions of the Nomination Committee. The Corporate Governance Committee / Nomnination Committee is chaired by
Mr. Edward Kuok Khoon Loong, while the Committee Members are Ms. Cynthia N. Del Castillo and Antonic Q. Cojuangco.
The procedure for the nomination of regular and independent directors is detailed in the Issuer’s amended Manual on
Corporate Governance as well as in [ssuer’s amended By-faws.

Nomination of Independent Director/s

The screening of nominations for independent directors shall be conducted by the Corporate Governance Committee prior
to a stockhotders’ meeting. All recommendations shall be signed by the nominating stockholders together with the
acceptance and conformity by the would-be nominee.

The Corporate Governance Committee shall pre-screen the qualifications and prepare a final list of all candidates and put
in place screening policies and parameters to enable it to effectively review the qualifications of the nominees for
independent director/s.

DISCLOSURE OF THE LEVEL OF PUBLIC OWNERSHIP OF THE ISSUER (PER PSE MEMO NO, 2010-0505, DATED 28 OCTOBER
2010)

In compliance with PSE Memorandum No. 2010-0505 which requires the disclosure of the level of public ownership of
the Issuer, as of 30 APRIL 2019, is 34.55% of the Issuer’s total issued and outstanding shares is publicly owned in
accordance with the PSE’s guidelines for the computation of public ownership.

MARKET INFORMATION

(a) The shares of the Issuer are listed and traded on the Philippine Stock Exchange. The high and low sales prices
for each quarter within the last two (2) fiscal years of the Issuer’s shares are as fotlows:

Year o High | Low

T
|

1 ~ P3.59 ? P3.01 |
1

2018

| First Quarter

Second Quarter P3.52 a3
Third Quarter |  P3.30 I P3.15

| Fourth Quarter P3.20 T”:j;?;fp}fv_’____
i ' 1 ]
2017 I - ]
| First Quarter _ l P345 [ P32 '
| Second Quarter | P3.37 T P3.19

Third Quarter | P3.29 P3.14 [
[FourthQuater | Paaz | P05 |
|

| I e —— == S =

The high and low of Issuer’s shares for the period 01 January 2019 to 31 March 2019 are as follows:

High:
Low:

P3.20
P3.00



The closing price for the Issuer’s shares on 30 APRIL 2019 is §=3.00

The high and low of Issuer’s shares for 30 Aprit 2019 are as follows:

High: P3,01
Low: P3.00

PART Il

INFORMATION REQUIRED IN A PROXY FORM

Part Il and its required disclosures are not relevant to the Registrant since Registrant will not be requesting or soliciting
proxies.

UNDERTAKING

REGISTRANT UNDERTAKES TO PROVIDE WITHOUT CHARGE TO EACH PERSON SOLICITED, ON THE WRITTEN REQUEST OF
ANY SUCH PERSON, A COPY OF THE REGISTRANT’S ANNUAL REPORT ON SEC FORM 17-A, AND SHALL INDICATE THE
NAME AND ADDRESS OF THE PERSON TO WHOM SUCH WRITTEN REQUEST IS TO BE DIRECTED. AT THE DISCRETION OF
MANAGEMENT, A CHARGE MAY BE MADE FOR EXHIBITS, PROVIDED SUCH CHARGE IS LIMITED TO REASONABLE EXPENSES
INCURRED BY THE REGISTRANT IN FURNISHING SUCH EXHIBITS.

PART il

SIGNATURE PAGE

After reasonable inquiry and to the best of my knowledge and belief, ! certify that the information set forth in this report is
true, complete and correct. This report is signed in the City of Mandaluyong this 9™ day of May 2019.

SHANG PROPERTIES, INC.
By:




ADDENDUM TO THE ANNUAL REPORT

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

Furnish the information required by Part Iil, Paragraph (A) of “Annex C, as amended” for the most recent fiscal year
and for the immediately preceding fiscal year.

(A) Management’s Discussion and Analysis (MD&A) or Plan of Operation
(1) Plan of Operation - N/A (SPI has revenue in each of the last two fiscal years)
(2} Management’s Discussion and Analysis
{(a) Full Fiscal Years

Key Performance Indicators

31-Dec ( %
2018 | 2017 Change
[ Turnover ] (Php M} Ll 12,650 14,848 14.8%
Profit Attributable to (Php M) 3,012 3,346 10.0%
shareholders
_Earﬁings per share _(Php Ctv) 0.633 0.703 10.0%
Net Asset Value per share {Php) 6.864 6.397 6.8%
Price Earnings Ratio (Times) 4.932 4.454 10.73%

e Turnover consists of sales of residential condominium units, revenue from rentat and cinema, hotel
operations, and other income. Shang Properties’ total revenue decreased by 2.2 billion (B) to
£12.7B for calendar year 2018 from £14.9B total revenue for calendar year 2017. Sales of residential
condominium units accounted for £5.0B or -39% of the total turnover. Revenue from commerciat
leasing and cinema operations amounted to 23.0B higher by 236 million (M) from last year’s R2.9B.
Shangri-La at the Fort’s hotel operations contributed revenue amounting to #3.2B or 25% of the total
turnover, higher by £0.6B from last year's B2.6B. Other income increased by £390.4M mainly due to
higher gain on fair value adjustment of investment properties.

»  Profit attributable to shareholders pertains to net income from operations after tax of the Group. It
went down by B333.8M or -10% compared with last year.

o Earnings per share of B0.633 were lower by 10% from last year’s £0.703.

» Net Asset value per share is calculated by dividing the total net asset of the company (Total asset -
Total liabilities) by the number of shares outstanding.

e Net asset value per share increased by 6.8% mainly due to income generated during the year and
revaluation of the Group's investment properties.

e Price Earnings ratio is a valuation of the company’s current share price compared to per share
earnings and calculated by dividing the market value per share by the earnings per share. Price
earnings ratio is higher by 10.7% at 4.932 this year from 4.454 last year. The Group’ year-end share
price in 2018 is £3.12 from £3.13 in 2017.

Results of Operations

Shang Properties’ consolidated net income attributable to shareholders for the year ended December 31, 2018
amounted to R3.0B, £333.8M lower than the 23.3B posted in the same period last year.



Calendar Year 2018 Compared to Calendar Year 2017

Decrease in Turnover by £2.2B or 14.8% to £12.6B in 2018 from £14.9B in 2017, mainly due to lower revenue from
condominium sales, net increase in rental and cinema and hotel operations of Shangri-La at the Fort.

1. Decrease in condominium sales by £3,200.9M is mainly due to fewer available units for sale due to
completed projects.

2. Increase in rental and cinema revenue by £36M mainly due to the net effect of higher rental yield of The
Enterprise Center and lower cinema revenue due to closure for seven (7) months during renovations.

3. Increase in revenue from hotel operations by £575.2M is mainly due to higher occupancy this year
compared to last year.

4. Other income increased by £390,4M mainly due to higher gain on fair value adjustment of investment
properties and gain on fully depreciated assets.

Cost of sales and services of the Group amounted to £6.3B, lower by 21.3B compared with last year’s £7.6B due to
the following:

1. Decrease in cost of condominium sales by £1,726.3M mainty due to lower sales across all projects,
particularly Horizon Homes and Shang Salcedo Place as only few units were left for sale this year.

2.Increase in cost of rental and cinema by £23.5M mainly due to higher utility costs, advertising and promotion,
janitorial, security and other services and insurance of Shangri-La Mall this year compared to same period
last year.

3. Increase in cost of hotel services by £365.1M due to higher occupancy compared to same period last year.

Operating expenses of the Group amounted to 81,188.2M lower by £34.6M or -2.83% from last year’s £1,2272.8M
mainly due to the net effect of the following:

1. Decrease in general and administrative expenses is mainty due to lower commission expenses paid by
Shangri-La at the Fort this year and lower condominium dues paid by One Shangri-La.

2. Increase in taxes and licenses by £15.2M mainly due to higher real property taxes and documentary stamp
tax paid during the year.

3. Increase in depreciation by B2.6M mainly due to additional office improvements made and purchase of
other equipment for the year.

Decrease in insurance expense by B2.4M is mainly due to additional insurance coverage obtained during the year.

Increase in interest and bank charges by £26.8M mainly due to payment of interest on bank loans of Shangri-La at
the Fort and Shang Properties Inc.

Provision for income tax is lower by £192.8M mainly due to lower taxable income generated during the year.
Calendar Year 2017 Compared to Calendar Year 2016

Increase in Turnaver by £3,573M or 31.7% to £14.98 in 2017 from £11.3B in 2016, mainly due to higher revenue
from condominium sales, net increase in rental and cinema and hotel operations of Shangri-La at the Fort.

1. Increase in condominium sales by £2,086.2M mainly due to higher sales recognition from Horizon Homes of
Shangri-La at the Fort and The Rise projects.

2. Increase in rental and cinema revenue by £88.9M mainly due to higher rental yield of The Enterprise
Center.

3. Increase in revenue from hotel services of Shangri-La at the Fort by £1,252.1M mainly due to its full
operations in 2017, compared to ten {10) months of operations in 2016. The hotel commenced its
operations on 01 March 2016.

4. Other income increased by B145.6M mainly due to higher gain on fair value adjustment of investment
properties and dividend income received in 2017.



Cost of sales and services of the Group amounted to £7.68, higher by P2.5B compared with last year’s £5.1B due to
the fotlowing:

1. Increase in cost of condominium sales by £1,220.7M mainly due to higher sales recognition and incremental
completion of Horizon Homes and The Rise Makati projects.

2. Increase in cost of rental and cinema by B88,1M mainly due to higher repairs and maintenance and
advertising and promotions of Shangri-La Mall this year compared to same period last year.

3. Increase in cost of hotel services by 81,199.1M due to its full operations during the year as compared to
only ten (10) months in 2016.

Operating expenses of the Group amounted to £1,222.8M - higher by £1.9M or 0.2% from last year’s £1,220.9M
mainly due to the net effect of the following:

1. Decrease in staff cost by 269.8M due to the lower staff cost of Shangri-La at the Fort due to completion
of Horizon Homes condominium project.

2.Increase in taxes and licenses by £25.2M mainly due to higher business permits and taxes driven by higher
revenue earned.

3.Increase Tn depreciation by £1.8M mainly due to depreciation of newly purchased transportation
equipment.

4. Decrease in insurance expense by 216,9M is mainly due to the reclassification of the insurance coverage of
Shangri-La at the Fort to cost of sales and services from operating expenses in 2016,

3. Decrease in general and administrative expenses by £8.3M mainly due to lower administration cost incurred
due to completion of the projects.

Increase in interest and bank charges by 258.5M mainly due to payment of interest on bank loans of Shangri-La at
the Fort.

Provision for income tax is higher by R260.3M mainly due to higher taxable income generated during the year.

Calendar Year 2016 Compared to Calendar Year 2015

Turnover increased by £3.0B or 36.2% to 811.3B in 2016 from £8,3B in 2015, mainly due to higher revenue from
condominium sales, net increase in rental revenue and revenue from hotel operations of Shangri-La at the Fort.

1. Residential condominium projects revenue of R6.1B is higher by £1.4B from last year’s £4.7B mainly due to
the higher sales and completion level of various projects.

2. Revenue from leasing grew by P155.4M to £2.9B mainly due to rental escalation and higher rental yields
particularly from leasing operations of The Enterprise Center. In addition, Shangri-La at Fort contributed
£84.6M of rental revenue from shops in the first year of its operations.

3. The revenue from hotel services of Shangri-la at the Fort contributed B1.3B as it commenced its
operations in 2016.

4. Other income increased by £43.5 M mainly due to higher interest income on accretion and installment
sales.

Cost of sales and services increased by £2.6B mainly due to the net effect of following:
1. Increase in cost of condominium by £1.1B mostly due higher sales of condominium units.

2. Decrease in cost of rental and cinema by R8.1M mainly due to recovery of reimbursable expenses from
lower utility cost incurred as compared to same period last year.

3. Cost of hotel operation at Shangri-La at the Fort amounting to £1.5B as it commenced its operations in
2016.

Operating Expenses of the Group amounted to £1.2B, £352.9M higher compared with last
year's £868.1M mainly due to the net effect of the following:



1. tncrease in staff cost by R52.8M primarily due to increase in manpower to cover increased operations for
hotel and ongoing developments.

2. Increase in general and administrative expense by R340.9M mainly due fo higher administration cost
incurred for ongoing projects.

3. Lower depreciation expense by £ 3.8M mainly due to fully depreciated equipment.

4. Increase in insurance expense by £16.9M particularly due to additional coverage of hotel properties.
Share in net income of associates was lower by R75.0M compared with last year mainly due to adjustments in fair
value recognized in 2015. In 2016, no adjustment in fair value of investment property for associated company was

recognized as the Group assessed that the adjustment is insignificant.

Increase in interest expense and bank charges by B71.9M mainly due to interest expense on loans.

Financial Condition

Calendar Year 2018 Compared to Calendar Year 2017

Total assets of the Company amounted to B60.3B, decreased by £0.193B from the total assets of £60.4B in
December 31, 2017. The following are the significant movements in the assets:

Decrease in cash and cash equivalents by B2,598.7M mainly due to repayment of bank loans and additions to
investment properties and associates.

Decrease in financial assets at fair value through profit or loss by £4.5M due to loss on fair value adjustment
recognized during the year.

Increase in receivables by P216M mainly due to collection of installment contracts receivable from Horizon Homes.
Decrease in properties held for sale by #2,558M due to sale of condominium units of Horizon Homes.

Increase in investment in associates by R498.5M is mainly due to the joint venture with Robinson’s Land Corporation
(RLC). Both RLC and SPI shall own 50% of the outstanding shares in the joint venture under the name of Shang
Robinsons Properties Inc.

Increase in investment properties by P2,410.9M is mainly due to the investment in Sky Leisure Properties Inc. and
the fair value adjustment in investment properties.

Increase in real estate development projects by R260.2M is due to the additional cost which pertains to the retail
portion of The Rise Makati Project.

Net increase in the available for sale financial assets and financial assets at fair value through comprehensive net
income by £269.2M is mainly due to the revaluation to fair value of the unlisted shares that were previously carried
at cost.

Increase in property, plant and equipment by £1,807M is due to reclassification from real estate development cost
the completed portion of Shangri-La at the Fort Hotel.

Decrease in deferred income tax assets decreased by £70.3M is mainly due to the recognition of higher percentage
of completion of The Rise condominium project.

Decrease in other noncurrent assets by 8220.9M is mainly due to the input VAT claimed and return of deposits for
utilities by Shangri-La at the Fort.

The net decrease in total liabilities by P2,735M from £23.9B in 2017 to £21.2B in 2018 mainly due to the following:
Net decrease in installment payable by 246.2M is mainty due to quarterly payments during the year.
Decrease in bank loans mainly due to repayments amounting to P2,376.4M.

Increase in deferred lease income by R20.5M is mainly due to higher deposits from The Enterprise Center and {TEC)
and Shangri-La Plaza.



Decrease in income tax payable by P22.2M mainty due to lower taxable income during the year.
Increase in dividends payable by P5.2M due to declaration of cash dividends during the year.

Increase in accrued employee benefits by R4.8M mainly due to the increase in retirement benefits to be paid based
on the actuarial valuation.

Calendar Year 2017 Compared to Calendar Year 2016

Total assets of the Company amounted to £60.4B, decreased by £1.3B from the total assets of R£61.8B in December
31, 2016. The foliowing are the significant movements in the assets:

Increase in cash and cash equivatents by £789.6M mainly due to cotlection from sales of condominium projects.

Increase in financial assets at fair value through profit or loss by P13.4M due to gain on fair value adjustment
recognized during the year.

increase in receivables by 21,230.3M mainly due to receivabtes from sale of condominium units, hotel guests and
advances to associated company.

Decrease in properties held for sale by P4,418.1M due to recognition of sales of various condominium units.

Decrease in prepaid taxes and other current assets by R650.5M mainly due to the input VAT claimed against output
VAT liabilities and the creditable withholding tax applied to income tax payable during the period.

Decrease in installment contracts receivable due to reclassification to current account with the last installment
collectible in 2018.

Decrease in real estate development projects by 239.9M mainty due to completion of Shangri-La at the Fort project.
In 2017, the cost of the completed portion of the hotel was reclassified to property and equipment.

Increase in property and equipment by £1.5B mainly due to reclassification from real estate development cost the
completed portion of Shangri-ia at the Fort Hotel.

The net decrease in total liabilities by P4,508.9M from P28.4B in 2016 to P23.9B in 2017 mainly due to the
following:

Net decrease in installment payable by 2133.8M is mainly due to quarterly payments during the year.
Decrease in bank loans mainly due to repayments amounting to £4,676.6M.

Increase in deferred lease income (R12.9M) and advance rental {R71.2M) mainly due to higher deposits from new
tenants of The Enterprise Center and (TEC) and Shangri-La Plaza.

Increase in income tax payable by P106.3M mainly due to higher taxable income during the year.
Increase in dividends payable by R4.5M due to unclaimed cash dividends during the year.

Increase in accrued employee benefits by R11.1M mainly due to the increase in retirement benefits to be paid based
on the actuarial valuation.

Calendar Year 2016 Compared to Calendar Year 2015

Total assets of the Company amounted to £61.8B, a growth of B2.5B, from total assets of B59.3B in December 31,
2015. The following are significant movements in the assets:

Decrease in financial assets at fair value through profit or loss by £2.3M due to fair value adjustment on marketable
securities recognized during the year.

Receivables, including instaliment contract receivable, increased by £973.5M mainly due to higher sale of
condominium projects and increase in advances to contractors and suppliers for the ongoing projects.

Properties held for sale increased by £3.5B mainly due to completion of Shangri-La at the Fort - Horizon Homes and
on-going construction of the condominium projects at Shang Salcedo Place and The Rise in Makati.



Real estate development project decreased by P13.3B primarily due to completion of Shangri-La at the Fort
project, the accumulated cost of hotel was reclassified to Property and Equipment.

Increase in property and equipment by £10.3B mainly due to completion of Shangri-La at the Fort hotel project. The
cost was reclassified from real estate development project.

The recognized deferred income tax assets decreased by £30.8M mainly due to difference in method of accounting
the gross profit on sale of condominium units between financial statements and income tax reporting. The sale of
condominium units was recognized for income tax reporting while percentage of completion was recognized in the
financial statements. The difference between the two methods resulted to the recognition of deferred tax assets.

Increase in other noncurrent assets by £86.9M mainly due to higher deferred input VAT arising from purchase of
capital goods.

Increase in accounts payable and other current liabilities by £770.0M due to additional payable to contractors for
the construction of various projects.

Net decrease in installment payable of 292.8M was mainly due to scheduled payments made throughout 2016
totaling to £95.7M.

Net increase in bank loans by £571.8M was due to additional loan availment of Shangri-La at the Fort for property
development amounting to 2705.1M and repayment of loans totaling to £133.3M during 2016.

Increase in deposits from tenants, deferred lease income and advance rental by £155.1M was mainly due to higher
deposits from new tenants of The Enterprise Center (TEC) and Shangri-La Plaza mall.

Decrease in income tax payable by £105.4M due to payments and creditable withholding taxes used for income tax
liability of the Group in 2016.

Decrease in dividends payable by £115.4M mainly due to prompt collection of cash dividends of shareholders during
2016.

Decrease in accrued employee benefits by B8.7M was mainly due to the payments made during the year.

Changes in Financial Condition

Net cash provided by operating activities in 2018 amounted to £2.8B. The cash inflows in 2018 and 2017 include
collection of revenue from various condominium projects, rental revenue from mall operation of the Shangri-La
Plaza and leasing operations of TEC, and hotel operations of Shangri-La at the Fort. The cash inflows in 2018 mainly
include rental revenue from mall and office leasing of TECC and hotel operations of Shangri-La at the Fort. Net cash
provided by operating activities in 2017 in 2016 amounted to 27.3B and 24.3B, respectively.

Net cash used in investing activities in 2018 amounted to £1,497.2M mainly used in the joint venture with Robinsons
l.and Corp, acquisition of investment properties and deposit for future project amounting to £ 489.9M and £ 250.3
respectively. In 2017, net cash used in investing activities amounted to B455.6M mainly used in the acquisition of
investment property (B467.3M) and acquisition of property and equipment (B42.3M). Net cash used in investing
activities in 2016 amounted to £3.3B mainly used in acquisition of property, plant and equipment.

Net cash used in financing activities in 2018 and 2017 amounted to P4.0B and R6.0B, respectively, mainly used in
payments of loan principal, interest and cash dividends. In 2016, net cash used in financing activities amounted to
R830.2M mainly used in payments of bank loans and cash dividends.

Information required by Part 111, Paragraph (A) (2) (b) of “Annex C” of SRC Rule 2
(i} There are no known trends or any known demands, commitments, events or uncertainties that will

result in or that are reasonably likely result in the registrant’s liquidity increasing or decreasing in any
material way.

(i1) There are no known events that will trigger direct or contingent financial obligation that is material to
the company, including any default or acceleration of obligation.
(ifi) There are no off balance sheet material transactions, arrangements, obligations {inciuding contingent

obligations), and other relationships of the company with unconsolidated entities or other persons
created during the reporting period.

{iv) There are no material commitments for capital expenditures.

) There are no known trends, events or uncertainties that have had or that are reasonably expected to
have material faverable or unfavorable impact on net sales or revenues or income frem continuing
operations.



{wi) There are no significant elements of income or loss that did not arise from the Registrant’s continuing

operations.

(vii) Causes of material changes from period to period of FS including vertical and horizontal analysis of

material item. Please see discussion under financial condition.

{(viii)  There are no seasonal aspects that had a material effect on the financiat statements.

Changes in and Disagreements with Accountants on Accounting and Financial Disclosure (Required by Part HI
{B) of "Annex C")

(1)

(2)

(3)

If during the two most recent fiscal years or any subsequent interim period, the independent accountant has
resigned, was dismissed or otherwise ceased performing services, state the name of the previous accountant
and the date of resignation, dismissal or cessation of performing services.

For fiscat year 2018 and 2017, Isla Lipana & Co. was appointed as the external auditors of the company.

Describe if there were any disagreements with the former accountant on any matter of accounting and
financial disclosure.

Not Applicable
File as an exhibit to the report the letter from the former accountant addressed to the Commission stating
whether it agrees with the statements made by the company and, if not, stating the respects in which it

does not agree.

Not Applicable

(B) Information of Independent Accountant and other related matters
a. External Audit Fees and Services

Below is the aggregate fees billed to the Company by Isla Lipana & Co.

2018 2017

Audit Fees 5,358,769 4,703,601
Tax Consultancy Fees -0- 884,553
5,358,769 5,588,154

No other service was provided by external auditors to the Company for the fiscal years 2018 and 2017.
b. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None



Item 3. The Parent Company’s subsidiaries and associates follow:

SHANG PROPERTIES, INC.
PROPERTY SUFPLEMENTARY
LEASING .
DEVELOPMENT BUSINESSES
[
y Cm N, r Sy L
| | Shangrnia Plaza ; Sey Lesgure
(100% M e Propenics (0%)
- / —
i
5P Pariong Serwces,
i1z (100%) i
T ‘dea Bieg &
LY y Snang Propeny Devesimes, Deopent 2 [A0T)
trc. [100%) L
Ny
K5A Realty Corporation
(70.04%)
W

The R 58 Jeveiopment
= (+005

Corroany, Ine. (100%)

r
Snang Shobal Cay Propenes
Iz, (60%)

~
Shang \Wack Voot Propertes
Inz {$00%}




Item 4. Financial soundness indicators in two comparative periods:

Financial Ratios

Current Ratio or
Working Capital Ratio

Quick Ratio

Solvency Ratio

Debt Ratio

Debt-to-Equity Ratio

Interest Coverage

Asset to Equity Ratio

Gross Profit Margin

Net Profit Margin

Return on Assets

Return on Equity

Price/Earnings Ratio

Fiscal Year Ended

December 31, 2018

Liquidity Analysis Ratios:

Current Assets / Current

Liabifities i34

{Current Assets - Inventory -
Prepayments) / Current 1.21
Liabilities

Total Assets / Total
Liabilities

2.84
Financial Leverage Ratios

Total Debt/Total Assets 0.35

Total Debt/Total

Stockholders’ Equity e
Earnings Before Interest and

Taxes (EBIT) / Interest 14.47
Charges

Total Assets / Total 1.54

Stockholders’ Equity
Profitability Ratios

Sales - Cost of Goods Sold or

Cost of Service / Sales 0.44
Net Profit / Sales 0.27
Net Income / Total Assets 0.07
Net Income / Tota.l 0.11
Stockholders’ Equity

Price Per Share / Earnings 4.932

Per Common Share

Fiscal Year Ended

December 31, 2017

2.05

1.91

2.53

0.40

0.66

18.12

1.66

0.45

0.31

0.06

0.09

4.45



(C) nterim Periods
Item 1. Management Discussion and Analysis of Financial Condition and Results of Operations

Key Performance Indicators

[ March 31 T March 31 Change
L 2019 | 2018
furnover (Php M) | 2,831 | 2,864.1 -1.0%
Profit attributable to shareholders {Php M) o127 24459 9.1%
Earnings per share {Php Ctv) I 0.110 0.121 9.1%
Net asset value per share (Php) | 0.5 Raias o0
| Debt to equity ratio (Ratio) [ O 0.642 | -13.7%

s Turnover consists of sales of residential condominium units, revenue from rental and cinema, hatel
operations, and other income. For three (3) months ended March 31, 2019, Shang Properties’ revenue
decreased by P28 million (M) to P2.8 billion (B) from R2.9B revenues during the same period in 2019. Sales of
residential condominium units accounted for R1,128.5M or 40% of the total revenue. Revenue from leasing
operations amounted to P760.7M or 27% of the total revenue and higher by P41.2M from P719.5M in the same
pericd last year. Shangri-La at Fort’s hotel operations contributed revenue amounting to P896.6M, higher by
£104.4M from R792.2M of the same period last year. Other income decreased by B43M.

« Profit attributable to shareholders that pertains to net income from operations after tax amounted to
P522.7M, lower by R52.2M or -9.1% compared with the same period last year.

e Earnings per share showed a variance of -9.1% to R0.110 from last year’s R0.121.

¢ Net asset value per share is calculated by dividing the total net asset of the Group (Total assets - Total
liabilities and equity attributable to non-controlling interest) by the number of shares outstanding. Net asset
value per share increased by 6.5% mainly due to income generated during the period.

* Debt to equity measures the exposure of creditors to that of the stockholders. It gives an indication of how
leveraged the Group is. It is determined by dividing total debt by stockholder’s equity. The Group’s financial
position remains solid with debt to equity ratio of 0.55:1 as of March 31, 2019 and 0.64:1 as of March 31,
2018.

Financial Condition

Totat assets of the Company amounted to P60.7B, a decrease of P417.1M from total assets of P60.3B in December 31,
2018. The following are significant moverments in the assets:

¢ increase in cash and cash equivalents by P171.8M is mainly due to availment of loan for new project and
collection from sales of condominium.

#|ncrease in receivables by 2728.7M is mainly due to higher sales of the condominium units of The Rise project.
«Decrease in properties held for sale by P356M is mainly due to recognition of units sold of The Rise project.

eDeferred income tax assets increased by P34.2M mainly due to the percentage of work completed recognized by
Shang Wack Wack during the period which resulted to the recognition of deferred tax assets.

sIncrease in other noncurrent assets by R40.9M is mainly due to utility deposits paid during the period.
¢  Current ratio is 1.22:1 as of March 31, 2019 from 1.31:1 as of December 31, 2018.
Total liabilities increased by P446.8M from £21.2B in 2018 to £21.7B in 2019 mainly due to the following:

¢ Increase in bank loans by P383.64M is mainly due to new availment amounting to P1.1B to finance the new
project which was partially offset by repayments of the other existing loans.
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Increase in income tax payable by R97.2M is mainly due to the taxable income generated during the peried by
The Rise project, KSA Realty Corporation and Shangri-La Plaza Corporation.

Increase in dividends payable by £96.1M due to the unpaid portion of cash dividend declared on March 29,
2019 amounting to R502.6M fo all shareholders of record as of March 31, 2019,

Increase in accrued employee benefits by R9.7M is mainly due to the accruals for retirement benefits during
the period.

Results of Operation

Consotidated net income for the period ended March 31, 2019 amounted to B522.7M lower by 9.08% from last year’s

R574.9M.

Turnover decreased by P28M to R2.8B in 2019 from R2.9B in 2018, mainly due to net effect of the following:

Decrease in condominium sales by P130.7M mainly due to fewer available units for sale due to completed
projects.

Increase in revenue from hotel operations by £104.4M mainly due to higher occupancy this year as compared
to same period last year.

Interest income and other income decrease by R42.9M mainly due to loss in foreign exchange brought about
by the adverse movement of US dollar against peso value.

Total costs and expenses of the Group amounted to R1.9B, higher by 2110M compared with last year’s £1.8B. This was
mainly due to the following:

Decrease in cost of rental and cinema by P14.2M is mainly due to lower utility costs, repairs and maintenance
cost and higher tenants reimbursements.

Increase in cost of hotel operations by P78.9M due to higher occupancy compared to same period last year.

Increase in general and administrative expenses by P16.3M is mainly due to the increase in salaries and wages
and advertising expense for the new projects.

Decrease in insurance by R0.3M mainly due teo fidelity insurance paid in the previous year.

Increase in depreciation by P2.6M is due to office improvements of the Parent Company.

Robust Growth Prospects with Robinson’s Land Corporation

| Particulars I Details
|
Sharing 50:50
;
Location McKinley Parkway, Bonifacio Global City in Taguig City
Approx. Lot Area 9,000 sqm.
;‘ Total Investment PhP 10 biltion }
Land Yalue per sqm PhP 550,000 per sgm |
| 4
Approx. # of Units 428 Residential Units

813 Parking Slots

Floor Area Ratio 9

11



Financial Soundness Indicators

' End of End of

[ - ) March 2019 | December 2018 |

|_Current Ratio' | 1.22:1 1 1.31:1

| Debt-to-equity ratio* | 0.55:1 | 0.54:1
Asset-to-equity ratio’ 1.55:1 1.54:1

| 1Q 2019 1Q 2018

| Interest rate coverage ratio’ h 11.40:1 1 12.32:1

| Return on assets® | 3.46% AN 3.81% |
Retum on equity® , 5.35% 6.08%

'Current assets/current liabilities

Hotal liabilities /stockholders equity

Total asset/stockholders’ equity

‘Income before interest and taxes/interest expense

>Annualized net income /average total assets’

“Annualized net income faverage stockholders' equity’
‘Annualized net income = 1Q Net income x Average Total Assets = average total assets as of end of March 2019 and

end of March 2018

Average Stockholders’ Equity = average stockholders’™ equity as of end of March 2019 and end of March 2018

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

There are no known trends or any known demands, commitments, events or uncertainties that will result in
or that will reasonably likely resuit in the registrant’s liquidity increasing or decreasing in any material way.

There are no known events that will trigger direct or contingent financial obligation that is material to the
company, including any default or acceleration of obligation.

There are no off material balance sheet transactions, arrangements, obligations (including contingent
obligations), and other relationships of the company with unconsolidated entities or other persons created
during the reporting period.

There are no material commitments for capital expenditures.

There are no known trends, events or uncertainties that have or that are reasonably expected to have
material favorable or unfavorable irnpact on net sales or revenues or income from continuing operations.

There are no significant elements of income or loss that did not arise from the registrant’s continuing
operations.

There are no material changes in periodical reports.

There are no seasonal aspects that had a material effect on the financial statements.

Other Required Disclosures

A.} The attached interim financial reports were prepared in accordance with Philippine Financial Reporting

Standard. The accounting policies and methods of computation followed in these interim financial
statements are the same compared with the audited financial statements for the period ended December 31,
2018.

12



B.)

)

D.)

E.)

F.)

Except as reported in the Management’s Discussion and Analysis of Financial Condition and Results of
Operations, there were no unusual iterns affecting assets, liabilities, equity, net income or cash flows for the
interim period.

There were no materials changes in estimates of amounts reported in prior period that have material effects
in the current interim period.

Except as disclosed in the Management’s Discussion and Analysis of Financial Condition and Results of
Operations, there were no other issuances, repurchases and repayments of debt and equity securities.

There are no significant events that happened subsequent to March 31, 2019 up to the date of this report that
needs disclosure herein.

For the required disclosure as per SEC letter dated October 29, 2008 on the evaluation of the company’s risk
exposure and financial instruments profile please see Note 6 of the attached interim financial statement.
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pwc Isla Lipana & Co.

Independent Auditor’s Report

To the Board of Directors and Shareholders of
Shang Properties, Inc.

Administration Office, Shangri-La Plaza Mall
EDSA corner Shaw Boulevard,

Mandaluyong City

Report on the Audits of the Separate Financial Statements
Our Opinion

In our opinion, the accompanying separate financial statements present fairly, in all material respects, the
financial position of Shang Properties, Inc. (the “Company”} as at December 31, 2018 and 2017, and its
financial performance and its cash flows for the years then ended in accordance with Philippine Financial
Reporting Standards (PFRSs).

What we have aqudited
The separate financial statements of the Company comprise:

* the statements of financial position as at December 31, 2018 and 2017;

* the statements of total comprehensive income for the years ended December 31, 2018 and 2017;

* the statements of changes in equity for the years ended December 31, 2018 and 2017;

* the statements of cash flows for the years ended December 31, 2018 and 2017; and

the notes to the separate financial statements, which include a summary of significant accounting policies.

Basis for Opinion

We conducted our audits in accordance with Philippine Standards on Auditing (PSAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit
of the Separate Financial Statements section of our report,

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion,

Independence

We are independent of the Company in accordance with the Code of Ethics for Professional Accountants in
the Philippines (Code of Ethics), together with the ethical requirements that are relevant to our audit of
the separate financial statements in the Philippines, and we have fulfilled our other ethical responsibilities
in accordance with these requirements and the Code of Ethics,

Responsibilities of Management and Those Charged with Governance for the Separate
Financial Statements

Management is responsible for the preparation and fair presentation of the separate financial statements
in accordance with PFRSs, and for such internal control as management determines is necessary to enable
the preparation of separate financial statements that are free from material misstatement, whether due to

fraud or error. i
RUREAU OF INTF.RNM‘ R!\ l-z.\:l 1,
LARGE TAXPAYER SERVICE
[ARGF TAXPAYERS ASSISTANCE DIVIS P

pate | APR 12 201

Isla Lipana & Co., 29th Floor, Phitamlife Tower, 876¢" Pgze - &8 City, [Philippines
T +63 (2) 845 2728, F: +63 (2) 845 2806,) wwwl hotgpﬂg i W E L
KILMER 1§, TANAY

Isia Lipana & _Co. is the Philippine member firm of the PwG network. PwC refars to the Philippine member firm, and may sometimes refer to the PwC netwark. Each
member firm is a separale legal entity. Plaase see www.pwe.com/istructure for further details.
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Independent Auditor’s Report

To the Board of Directors and Shareholders of
Shang Properties, Inc.

Page 2

In preparing the separate financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Company or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process,

Auditor’s Responsibilities for the Audit of the Separate Financial Statements

Our objectives are to obtain reasonable assurance about whether the separate financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with PSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these separate financial statements.

As part of an audit in accordance with PSAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

Identify and assess the risks of material misstatement of the separate financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate te provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report ta the related disclosures in the separate financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Company to
cease to continue as a going concern,

Evaluate the overall presentation, structure and content of the separate financial statements, including
the disclosures, and whether the separate financial statements represent the underlying transactions
and events in a manner that heBieRdsAnir PresarRNON. 1|\ k(i)

LARGE TAXPAYER SERVICE
LARGE TAXPAYERS ASSISTANCE mwsn_.a ’

NDate APR 12 2013 ; ;"

’ | '._‘TPLL":-C- . —-r /
RECETVEDY
ELMER M, TANAY
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We communicate with those charged with governance regarding, among other matters, the planned seope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

Report on the Bureau of Internal Revenue Requirement

Our audits were conducted for the purpose of forming an opinion on the basic separate financial
statements taken as a whole. The supplementary information in Note 27 to the separate financial
statements is presented for purposes of filing with the Bureau of Internal Revenue and is not a required
part of the basic separate financial statements. Such supplementary information is the responsibility of
management and has been subjected to the auditing procedures applied in our audit of the basic separate
financial statements. In our opinion, the supplementary information is fairly stated in all material
respects in relation to the basic separate financial statements taken as a whole,

The engagement partner on the audit resulting in this independent auditor’s report is
Imelda Ronnie de Guzman-Castro.

Isla Lipana & Co.

Iitrelda Ronnie de Guzman-Castro

Partner

CPA Cert. No. 89352

P.T.R. No. 0011287; issned on January 8, 2019 at Makati City

SEC A.N. (individual) as general auditors PA-A-829-A, Category A; effective until J uly 12, 2019
SEC A.N. (firm) as general auditors 0009-FR-5, Category A; effective until June 20, 2021
T.I.N. 152-015-095

BIR A.N. 08-000745-44-2018; issued on October 19, 2018; effective until October 18, 2021
BOA/PRC Reg. No. 0142, effective until September 30, 2020

Makati City
March 13, 2019

BUREAU OF INTERNA] REVENTI
LARGE TAXPAYER SERVICE
LARGETAXPAYERS ASSINTANCE DIV] S

Date APR 12 zﬁld

-._.\‘

]
RECEIVED
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SECURITIES AND EXCHANGE COMMISSION
SEC Building, EDSA Greenhills
Mandaluyong City

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of SHANG PROPERTIES INC. is responsible for the preparation
and fair presentation of the financial statements including the schedules attached
therein, for the years ended December 31, 2018 and 2017, in accordance with the
prescribed financial reporting framework indicated therein, and for such internal
control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud of
error.

In preparing the financial statements, management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable matters
related to going concem and using the going concern basis of accounting unless
management either intends to liquidate the Company or to cease operations, or has
no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Company's financial
reporting process.

The Board of Directors reviews and approves the financial statements including the
schedules attached therein, and submits the same to the stockholders or members,

Isla Lipana and Co., the independent auditors appointed by the stockholders for the
period December 31, 2018 and 2017, respectively, have audited the financial
statements of the company in accordance with Philippine Standards on Auditing, and
in their reports to the stockholders, have expressed their opinion on the fairess of
presentation upon completion of such audit.

ok Khoon Loong
the Board

\‘j yd 4
Wil:zeﬂ,han Chen Woo

Exetutive Assistant to Chairman of the Board

pip.d,

Karlo Marco P. Estavillo
Treasurer/Chief Finance Officer and Chief Operating Officer

Signed this 6th day of March, 2019

<

Level 5, Shangri-La Plaza Mall, EDSA corner Shaw Boulevard, Mandaluyong City, Metro Manila, Philippines 1550
T (632) 370-2700 F: {632) 370-2777 www.shangproperties.com
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NOTICE OF ANNUAL STOCKHOLDERS’ MEETING
OF
SHANG PROPERTIES, INC,

To be held on 19 June 2019 at 10:00 A.M.

To All Stockholders;

Please be advised that the Annual Meeting of the Stockholders of SHANG PROPERTIES, INC.
{the “Corporation”} will be held on 19 June 2019 at 10:00 A.M. at the Garden Balfroom, Edsa
Shangri-La Hotel, Manila, No. 1 Gardenway, Ortigas Center, Mandaluyong City.

The Agenda of the meeting is set forth below:

1)  Call to Order

2)  Certification of Notice and Quorum

3}  Approval of the Minutes of the Annual Meeting of the Stockholders held on 25 lune
2018

4}  Report of Management

5)  Ratification of Acts of Management and the Board of Directors

6}  Election of External Auditors

7)  Election of the Board of Directors for the year 2019-2020

9)  Other Matters

10) Adjournment

The Board of Directors has fixed the close of business hours on 20 May 2019 as the record
date for the determination of the stockholders in good standing entitled to notice of and to vote at
such meeting.

Minutes of the Stockhoiders’ Meetings and SEC Form 17-A {Annual Report) for the year
ended 31 December 2018 as well as the resolutions of the Board of Directors, will be available for
examination during office hours at the office of the Corporate Secretary.

In case you cannot personally attend the meeting, you may send a proxy to represent you.
Proxies must be filed with and received by the office of the Corporate Secretary of the Corporation
before the date set for the annual meeting. in the absence of a written specification to the
contrary, proxies in favor of, or which may be voted by, the management, will be in favor of the
nominees of the management in the election of directors of the Corporation.

Mandaluyong City, Metro Manita, 25" day of April 2019.

BY ORDER OF THE BOARD OF DIRECTORS
OF SHANG PROPERTIES, INC.




2)

3)

4)

5)

6)

9)

AGENDA ITEMS

Call to Order

Certification of Notice and Quorum

The Chairman will call upon the Secretary to present proof that notice of the meeting was
sent out to all concerned shareholders of record in accordance with the By-Laws of the
Corporation and the relevant rules of the Securities and Exchange Commission {"SEC”) and
to report on the attendance of the meeting. If there are present in person or by proxy
stockholders representing at least majority of the outstanding capital stock of the
Corporation entitled to vote, the meting shall proceed to take up the business at hand.

Approval of the Minutes of the Annual Meeting held on 25 june 2018

The Stockholders will be asked to approve the Minutes of the Annual Meeting of
Stockholders held on 25 June 2018,

Report of Management

The Chairman will present the Report of Management to the stockholders.

Ratification of Acts of Management and the Board of Directors for the year 2019-2020

The chairman will submit for the consideration and ratification of stockholders all acts
and/or resolutions of the Board of Directors and Management of the Corporaticn for the
last Annual Shareholders’ meeting up to the present stockholders’ meeting.

Election of the Board of Directors for the year 2019-2020

Pursuant to the Amended By-laws of the Corporation, the stockholders present
representing at least a majority of the outstanding capital stock of the Corporation entitied
to vote, shall elect the Independent Directors and Regular Directors of the Corporation’s
Board of Directors to serve for the fiscal year 2019-2020 and until their successors are
qualified and elected.

Election of External Auditors

The Stockholders shall vote upon the appointment of the Company’s External Auditors for
the fiscal year 2019-2020.

Other Matters

The meeting will be opened to the discussion of other matters that may be brought up by
the stockholders.

Adjournment









VISION

Shang Properties is committed
fo be the leading developer
and manager of prime
properties in the Philippines.

MISSION

« Leading through product innovation

« Delighting with excellent service

» Fostering fair treatment and mutual respect

« Empowering people to attain their full potential
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MESSAGE TO

SITAREITOLDIERS

For over two decades, Shang Properties has remained
focused on its vision to be the Philippines’ leading
developer and manager of prime properties. It 15 this
vision that drives our endunng commitment to the
country, allowing the Company ta plan in the long term
to optimize market opportunities and leverage an our
expertise.

With this mindset, Shang Properties embarked an projects
to further cement cur market position and reinforce our
relevance both in the leasing and property development
segments.

In September of 2018, we faunched our premier
residential project, Shang Residences at Wack Wack.
The 50-storey condominium has around 400 units and
15 conveniently located across the historic Wack Wack
Golf and Country Club. The project was well recerved by
the markei, bringing in safes of aimest Php4 billion by
December last year.

The Company also entered inio a joint venture agregment
with Robinsans Land Corporation to develop Aurelia
Residencos. Located in Bomiacio Glabal City, this luxury
high-rise project pramises Lo be another landmark in

the Metro Manila skyline, Excavation of this project has
started and the sales launch s scheduled in the third
quarter of 2019

Praparations are also underway to build an office and
sarviced apartment development within the Shang Plage
Estate in Ortigas Center, with construction to begin in the
second half of 2019

At the end of 2018, the Company sold alf of its availabie
units in One Shangri-La Place and Horizon Homes. I aiso
sald 99% of avallable uaits in Shang Salcedo Piace, and
9% of avallable units in The Rise Makat. As a result,
revenue from candominium sales diepped to 42% of total
revenues, from 58% the previous year.

Strong performance from our leasing and hotel
operalions compensated for the decline n condeminium
sales, from 39% of total revenue i 2017 to 53% 1n 2018,
This inctudes revenue from Shangri-La at the Fort which
accounts for 27% of total revenue, higher than last year's
18%, as the Hotel continues to command one of the
highest avarage daily rates in the hospitality industry.

I Pl R INC

S ANND AL REPORE

The Enterprise Center, our premium cffice building located
along Ayala Avenue, pested an average occupancy of 95%
in 2018, lower compared with the previous year's 6%,
but had a comrnitted cccupancy rate of 99.25% by the
end of 2G18.

Shangri-La Plaza renovaled ils mevie Lhealers and re-
opened in December as Red Carpet, a cinema, café and
events venue. Desmte stiff competition, Shangri-La Plaza
enjoyed a year-end cccupancy rate of 939,

Revaluatian of the Group's investment properties,
particuiarly The Enterprise Center, Shangri-La Plaza
and the EDSA properiy resulted in a net gain of Php48Q
milhon im 2318,

QOverall, shareholder's equity grew 8% from Php30.4
bilhart to Php32.8 bilhen. This allowed us to deciare
dividends of Php0.1955 per share in 2018, 18% higher
than the Php0.165 that we paid out in 2017,

Ferecasts indicate that the Philippines witl confinue to
enoy a tavorable economic climate buoyed by strong
investor confidence and posthive macroeconomics. Shang
Properties awms Lo remain at the forefront of devalopment
as the property sector continues on its high-growth
trajecicry and the country is recognized as a sirategic
location for real estate investments.

For our milestene accomplishments and continued
success, we thank the Board of Directors, management
and staff, and all cur stakeholders for ther continued
suppart and steadfast commitment to the realization of
the Group's shared vision.

(B

Edward Kuok Khaon Loong
Chairman




SHANG RESIDENCES
AT WACK WACK

Shang Residences at Wack Wack is a resort-style
condominium in Mandaluyonng City-a “sanctuary in
the city" ovellooking the fconic Wack Wack Golf and
Country Club. The 50-storey tower features prime
ameanifies such as a gym, swimming pool, steam

and sauna rooms, paolside pavilion, private function
rooms, @ minl theater, and a bithard room. Since its
launch in September 2018, Shang Residences has sold
moare than a guarter of its total units.
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TIHE RISE MAKATI

The Rise Makat) 1s an upscale urbamite’s vision at ulfiimate
city fife with its own two-level mall, Assembly Grounds

at The Rise. Within the artisan community that is NoMa
{North Makak), galleries, delicatessens, indie music
venues, and boutigues are bul a stone’s Ehrow away.

artist's rendening

Ihe Rise introduces a brand-new concept

In amenities, Spaces at The Rise: The
Hangout, The Nest, and Workshop-allowing
horneowners ta talor wark, play, and
pleasure to their tastes. As of 2018, 2,716
units have been seld and Phpll billicn sales
achieved.

r
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RESIDENTIAL —

HORIZON HOMES

Horizon Homes is a distinct collechign of prime hving
spaces situated at the top of Shangri-l a at the Fort in
BGC, the Philippines’ premierse business and lifestyte
destination.

Horizon Hames' exclusive ameniligs include
4 poal, cutdoor barhecue, and ddie play
areas, as well as function rooms and a gym,
accessible only to homeowners. As of 2018,
100 percent of its 98 units have bean turned
over to buyers, and total sales are at Php27
billion.

[l G PROP 1 1 S 2 ANNE AL REPORY — —_—



_ RESIDENTIAL

ONE SHANGRI-LA
PLACE

Shang Propertiies’ largest residential development to date,
One Shangri-La Place sils alep Lhe six-level Shangri-La
Plaza East Wing expansion at the heart of Shang Place in
Ortigas Center.

The 64-storey twin towers feature function rooms, an
outdoor basketball half court, and mini theater, as weil

as hot and coid-plunge pools, adult and kiddie swimming
pools, and a children's play area with a dedicated party
venue. Its fully equipped gym has separate male and
femate changing rooms and sauna and steam rooms
Entirely sold out, all of 1,304 units have been handed over,
with sales of Phpi12.7 billion achieved.

SHANG SALCEDO
PI.ACLE

Nestied in the Salcedo Village community, at the heart of the
Makati Central Business District, Shang Salcede Place affords
homeowners the perfect work-life balance. By end of 2018,
Php5.8 tillon in sales have been achieved and 94 parcent or
704 units handed over to homeowners.

JEANG PROPERTII 1M S 18 ANNL AL RIEPORI
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With renovations completed in 2017,
grass rental sncome went up to Phpl.25
bilhon in 218 frem Phpla2 bilhon in
2017, or a 4.4 percent increase. Net
tncome increased by 7 percent from
Fipl.32 biltien in 2017 to Phpl.41 billion
in 208,

OFFICE LEASING —

THE ENTERPRISE
CENTER

HANG PRODPERITII IN( S 2018 ANNE AL REDPOIR]

The Enterprise Center, Shang Progerties’ prime-grade
office building, 15 Makat's most prestigious business
address. Composed of two towers, The Entesprise Cenfer
hasits own hchpad and food court, and over B1,800
sguare meters of leasable area.
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SHANGRI-LA PLAZA

One of the country's most established lifestyle
destinations, ShangirLa Plaza hosted an eclactic
array of marketing events and actwities, from food
and lifestyle bazaars Lo local and nternalional
arts and cultural festivals that were well-received
and relevant to mall goers. In July, 24/7 Wi-F) was
launched for the canvenience of mall guests.

In December 2018, Red Carpet, the new cinema, caté
and venue place openedits doors to the public. With
a fully renovated faciity, Red Carpet has 5 cinema
halls that can accommeodate a total of 1,350 guests,
nol only for mowvies bul also for olher evenls ke
conventions or product faunches. All cinemas were
hited out with wide seats and spaciocus leg rogms,
large screens, digital projection and sensurroend
audio systems. Shangri-La Piaza’s net income
reached Php54% miliion in 2018, a 20 percent growth
year-on-year, with over Phpl.% bilhon in revenue.
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STHHANGRI-LA
AT THE FORT

Shangii-La at the Fort comprses 97 serviced residences
and 576 guestroems. its grand ballroom has a 10-meter-
high ceding, and can accemmadate up to 1,200 guests,
making it one of the Metro's largest event venues.

This landmark mixed-use property alse includes a
curated dining and retall arcade, and the groundbreaking
Kerry Sports Manila—an 8.000-square-meter dedicated
fitness and recreatien venue. Spread over twa storeys,
Kerry Spoits camprises state-of-the-art gym facilities, an
NBA-grade basketball court, tennis and sgquash caurts, an
outdoer pool, and its signature Adventure Zone activity
area for kids.

RESTAURANT & BAR

Shangri-La at the Fort continues to
induige one's senses with its unigue
new offerings. The Ministry of Crab
mtroduces a lardback dining in a grand
venue, featuring Filipino-Asian seafood
cuisine. Apart from its au courant
flavours, cne can revel in wide array of
cocktails and spints at The Back Room,
an upscale speakeasy-themed bar with
a selection of drinks and signature
cocktails.

=
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BOARD OF

DIRECTORS

lidward Kuok Khoon Loong

ts the Chairman of the Company and alsc Vice Chairman
of Kerry Holdings Limited. He has been with the Kuck
Group since 1978, He has a Master's degree in Economics
from the University of Wales in the United Kingdom,

\ltredo C. Ramos

1s the Vice Chairman of the Company. He 1s the Chairman
of the Board of Anglo Philippine Holdings, Inc., Anvil
Publishing, Inc., Carmen Copper Corporation, NBS Express,
Inc, and Atlas Consclidated Mining & Development
Corperation. He 1s the Chairman and President of Alaker
Corparation, National Baok Store, Inc., The Philodrill
Corporation, Vuican Industrial & Mimng Corperaticn,
United Paragon Mining Corperation and NBS Subig, Inc. He
15 also the President of Abacus Bock & Card Corperation,
MRT Heidings Carporaticn, Power Books, Inc.,, TMM
Management, Inc. and Zenlth Holdings Carporation. He

15 Vice Chairman of MRT Development Corporation and
Shangri-La Plaza Corporation. He s also the Governor of
National Book Development Board.

\ntonio (). Cojuangeo

is the Chairman and/or President of various companies
ant crganizations such as Ballet Philippines, CAP

Life Insurance Corporation, Calatagan Golf Club Inc.,
Canlubang Gelf & Country Club, Cinemalaya Foundation,
Directories Philppines Corporation, Nabasan Subic

[N PLOP LI
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Development Corporation, Philippine Trade Foundation
Inc., Radio Veritas, Tanghalang Pitiping, and Calatagan
Bay Realty. Heis also a Director in Tiger Resort Leisure
and Entertainment Inc. He graduated Summa Cum Laude
with an AB Economics degree from the Ateneo de Manila,
and obtzined a Master's in Business Administration from
Stanford University.

Cynthia Roaas Del Castillo

15 a Senior Partner and a member of the Executive Board
at Romulo, Mabanta, Buenaventurg, Sayoc & de los
Angeles and has been with the firm for over 30 years.
She holds an LI.B from Ateneq, graduated Valedictorian
in 1976 and placed Tith in the 1976 Bar Examinations. She
was a former Bean of the Ateneo de Manila University's
Law School and the first woman o hald the said position.
She currentiy serves as Corporate Secretary and Direclor
of other various Philippine corperations.

Karlo Marco 1. lstavillo
is the Chief Operating Officer, Chief Finance Officer, and
Treasurer of the company.

Atty. Estaville was Vice-President and General Manager
of ane of the operating business units in one of the
largest conglemerates in the country, where he was also
Corparate Secretary and Compliance Qificer. He was
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likewise a member of the Board of Directors of a universal
bank, as well as a top local insurznce company. He served
in various committees, including Audit, Trust, Legal
Oversight, amongst others.

Ha earned a Bachelor of Laws degrea from the University
of the Philippines, and a Bachelor of Science in Business
Managernent degree fram the Atenec de Manila
University.

Maximao G. Licauco I11

is the President of Fiistar Distributors Corporation
(Licensee of Hallmark Cards and exclusive distributor of
BIC Products). He was previously an Area Vice President
of National Book Store, Inc. where he spent 34 years

in the retail business. He graduated at the Ateneo De
Manita University with Bachefar of Arts Degree major in
Economics.

Benjamin I Ramos

is the President of ROI Corp., an investment campany. He
was praviously the President of Powerbooks, Inc., and also
President of Tokyo Tokye, Inc., the largest Japanese fast
foead chain in the Philippines. He has an MBA from the
Stanford Graduate Schoo! of Businass.

AR NI | 1

Wong Chi Kong [ouis

has been the Chief Financial Officer of Kerry Properties
Limited (KPL) since 2007 and Executive Director since
2018. He was trained and gualified as a Chartered
Accountant with KPMG Peat Marwick, Londor, England
with about 10 years of expernience in auditing in the United
Kingdem and Heng Kong before joining Kerry Group in
1924, Prior to taking up the position of the Chief Financial
Officer of KPL, he was involved In the Coca-Cola beverage
business in which Kerry Group was a franchised bottler

of Coca-Cola products in China. He is a graduate of the
University af Cambridge, England.

Wilfred Shan Chen Woo

15 an Executive Director as wall as Executive Assistant
to the Chairman of the Board, He 1s a member of the
Institute of Chartered Accountants of British Columbia
and the Canadian Institute of Chartered Accountants
since 1985. He s also a member of the Chartered
Professional Accountants of Canada since 2013 and
graduated in 1982 from the University of British Columbia
in Vancouver, Canada with a Bachelcr's Degree in
Commerce, majoring in Accounting and Management
Information Systems.
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ORPORATI

GOVERNANCI

Shang Properties, Inc. and rts Board of Directors have
always recognized and effected the globaliy accepted three
(3) basic principles of corporate governance: fairness,
transparency, and accountability to all its stakeholders.
Shang Properties adopted its Corporate Governance
Manual ang submiited this io the Securities and Exchange
Commission in 2002.

The following secltions demonstrate the Company's
compliance with these principles as detailed in the Manual
duriag the financial year ending December 31, 2018.

THLE BOARD O DIRECTORS

The Board is responsible for the leadership and control
of the Company and oversees its businesses, stralegic
directions and financial performance. It sets and
provides the role modeling for the Cempany’s values and
standards ensuring further that its obhgations fo the
Company's sharcholders are understood and met. To this
end, it assumes responsibility for strategy formulation,
corporate governance, and perfermance monitoring. The
management is delegated the authority and responsibility
for the administration of the Company within the control
and authenty framework set by the Board. In addition,
the Board has also delegated various responsibilities to
the Executive Cammittee, the Audit Committes, and the
Corporate Governance Committea. Further details of these
commuttees are set out in this annual report

The number of meetings held and the attendance record
of the Board members at the Board meetings for the last
three (3) years are as follows:

2019* | 2018 | 2017

Number of Me;tings_ ‘ 1 5 5
Attendance [
Executive | 100%  90% I 88%
Independent Non-Executive 100% ‘- 87% - 80%
Average | 100% | 88% 84%

“teelings are heid in ire year-to-dale

Board minutes, kept by the corporate secretary, are sent
to the Directors for records, and arc open for inspeciion,

5

Board Composition
The Board is currently composed of nine (2) Directors.

The Directors are Edward Kuok Khoon Loong, Alfredo C.
Ramos, Cynthia R. Del Casiilio, Antario 0. Cojuangco,
Maximo G. Licuaco lll, Wong Chi Kong Louis, Benjamin
I. Ramos, Wilfred Shan Chen Woo, and Kario Marco P
Estavillo. The biographies of the Directors are set out on
pages 10 and 11 of this annual report, which demonstrate a
diversity of skills, expartise, experience, and qualifications.

Division of Responsibilities

The Board has appeinted a Chairman who provides
leadership in establishing policies and business directions,
The Chairman ensures that the Board works effectively,
discharges its responsibilities, and discusses all key and
appropriate issues in a fimely manner,

The Exccutive Directors are tasked with the day-to-day
running of the Company and are responsible for the
different aspects of Shang Properties’ businesses.

Non-Execufive  Directors  bring  strong independent
judgment, knowledge and expertise to lhe Board's
deliberations. Apart from therr election, the Non-Exacutive
Directors do net have any form of service contract with
the Company on any of its subsidiaries,

The Independent Directors take an active role in Board
meetings, participate in Board Committees, contribute ta
the develepment of strategies and policies, and take the
lead if and when potential conflicts of interest arise.

Directers' Re-election and Remaoval

The Drectors of the Company are elected during the
annual gencral meeting and hold office for one (1) year and
until their successors are elected and gualifred.

Access to Information

All Directors are continually updated with legal and
regulatory devetopments, regularly receive camprehensive
information about business activities, financial highlights
and cperations review of the Company's business and
markei changes, and developments se that they arc up
to date and are well informed during Board meetings
and to facibtate in discharging their responsibilities. The
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Board members are provided with Board papers and
relevant materials prior to the intended meeting date,
including business and financial reports covering the
Coempany's principal business activities and are at liberty
to contact management for inquiries and to obtain further
information, when the advice and services of the Corporate
Secretary, who ensures that they receive appropriate and
timely infermation for their decision-making and that
Board procedures are being followed. The Directors can
abtain Independent professional advice at the Company's
expense.

DELIGATION BY TT BOARD

Executive Committee

The Executive Committee consists of five (5) members
of the Board. It meets regularly and operates as a
general managemant committee chaired by Wilfrec Woo
an Execubive Director and Exccutive Assistant to the
Chairman. The Executive Committee meets to discuss the
corporate and development strategies of the Company.

Corporate Governance Committee

Pursuant to its Corporate Governance Manual, the Board
createdaCorporate Governance Committee. The committee
acts in an advisory capacity and makes recommendations
to the Board. It promuigates the guidelines or critena to
governthe conduct of the naminations of the Directers. The
same is properly disclesed in the Company's information
statement as well as any reports that are submitted fo the
Securities and Exchange Commission.

ACCOUNTABIETIY AND AUDM

Financial Reporting

The Management s responsible for the preparation of
the financial statements, which adopt generally accepted
accounting standards in the Philippines, ensuring
apprepriate accounling poticies have been used and applied
consistently, and reasonable and prudent judgments and
estimates have heen made. The auditing and reporting on
the firancial statements are the primary responsibility of
the external auditer whose “Independent Auditor's Report”
to the Beard of Directors and sharehclders 15 included in
this Annuat Report.

3 A

Towards tha end of the year, the Board reviews lhe
financial projectiens of the group for the financial year
ending 31 DocemBer on any given year. The Management
has continued to adopt a geing concern basis in preparing
the financial statements to ensure that any maierial
uncertainties retating to events or conditions that may
affect the Company’s ability to manage effectively are met.

Internal Controls

The Board 15 responsibie for maintaining an adequate
system  of internal  controls  and  reviewing  therr
effectiveness. The system of internal control is designed to
facilitate effective and efficient operations, safeguard its
assets, and ensure that the gquality of internal and external
reporting comply with applicable laws and reguiations.
In establishing internal controls, 1he Company has taken
into consideration the nature and extent of the Company’s
business, operational and financial risks, the likelihood of
crystallization of such risks, and the costs of implementing
the relevant internal controls. These internal controls are
designed to manage, but not eliminate, the risk of failure
to achieve business objectives and provide reasonable,
but not absolute, assurance ggdinst the risks of material
misstatement, fraud or iosses.

During the year ended 31 December 2018, the Board,
through the Audit Committee, reviewed the risks and
evaluated the intarnal control framework that operates
within the Company and considered that the system of
internal controls in operatien 1s effective.

More details on the Company's internal coniral framework
and the Board's process to evaluate its system of internal
controls is set out in the section headed internal conlrols
on page 14 of this Annuaf Report.

Audit Committee

Pursuant to its Carporate Governance Manual, the Board
created an Audit Committee in August 2002, Each member
15 required to have at least an adeguate understanding
of or competence on most of the Company's financial
management systems and environment.

The major responsikilities of the Audit Commitiee are:
o To perform oversight funchions over the semor

management in establishing and maintaining an
adequate, effective and efficient internal control

A REDPORI



framework, systems and processes to provide
reasonable assurance in arcas including reporting,
memitoring compliance with laws, regulabions and
internal policies, efficiency and effectiveness of
operations and safeguarding of assets;

« To perform oversight functions over the Company's
Internal and External Auditors, fc ensure the
independence and objectivity of Internal and Extarnal
Auditors, and that they are given unrestricted access
to ali records, properties and persannel to enabie them
to perform their respective audit function;

« Toreview and monitcr the effectiveness of the external
audit process, taking info consideration relevant
Philippine professional and regulatory reguirements
and review, at least annually, the performance,
suitability and effaectiveness of the external auditors;

« To review and approve Financial Staiements
of the Company before thewr submission toc the
Board with particular focus on (a) any change/s in
accounting pelicies and practices; (b) arcas where a
significant amount of judgement has been exercised;
(€) significant adjustments resulting from the audt;
(d} going concern assumptions; (g} compliarice with
accounting standards; and (f) compliance with tax,
tegal, and reguiatory requirements.

The number of meetings hald and the attendance
record of the commitie members at these meetings
for the last three (3) years are as follows:

2019* 2018 2017
Number of Committee Meetings 1 4 | 4
67%  92% 100%

Attendance

*Meetings are held ir the year-to-date

Auditor's Remuneration

During Lhe [linancial year ended 31 December 2018, the
fees paid / payable to the External Auditor in respect of
the audit and non-audii services provided by the External
Auditor to the Company amounted to Phpb.4 mullion.

P11y Rl 1
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INTERNAL CONTROLS

The Board 15 responsible for maintaining and reviewing the
effectiveness of the Company’s system of internal controls.
The internal contrals are designed to meet the Company's
particular needs, minimize the risks to which it s exposed,
manage rather than eliminate the risks fo achieve business
objectives, and provide reasonable but not absolute
assurance against misstatements or lasses. The Company’s
internal control framework covers {i} the setting of
objectives, budgets, and targets; (1) the establishment of
regular reporting of financial information, in particular, the
tracking of deviations petween actual performances and
budgets/targets; (i) the delegation of authority; and (iv)
the establishment of ¢lear lines of accountability.

Strategies and objectives of the Company as & whole are
determined by the Board. Budgets are prepared annually
and reviewed by the Board. In implementing these
strateqies and achweving these objectives, cach Executive
Director has specific responsibilities for momtering the
conduct and operations of individual business umifs wihtin
the Company. This includes the review and approval of
business strategies and plans, the setting of business-
related performance iargels as well as the design and
implementation cof internal controls.

Periodic fmancial information is provided to tha Executive
Directors. Varianceg analysis between actual perfermances
and targets i1s prepared and documented for discussion
at Board meetings, with explanations between actual
performances and budgets / targets. This halps the Board
and the Company's Management to monitor I1fs business
operations and o plan on a prudent and timely basis. Olher
reguiar and ad hoc reports are prepared for the Board and
its varieus committees, to ensure that the Diractors are
provided with all the requested information in a timely and
appropriate manner.

To allow for delegation of authority as well as to
enhance segregation of duties and accountability, a clear
arganizational strucutre exists detailing different levels of
authority and control responsibilities within each business
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unit of the Company. Cartain specific matters are reserved
for the Board's decision and cannot be defegated. These
include, among others, the approval of annual and internim
results, annual budgets, capital structure, declaration of
dividends, material acquisitions, disposais and capital
expenditures, Board structures and its composition and
succession.

in addition, the Board also monitors its internal centrols
through an nternal audit plan. The internal audit
team roviews the major operational, financial and risk
management controls of the company on 2 cenbinuing
basis. and aims to cover all iis major operations on a
rational basis. The scope of review and the audit program
of the Internal Audit team, formulated and based on a risk-
hased approach, with focus on areas with refatively higher
percelved risks, are approved by the Audit Commitiee at
the end of the preceding financial year in conjunction with
the Company's sentar management. During its visits, the
internal audit team also ensures that appropriate controls
are in place and deficiencies or irreqularities (if any) are
rectified,

The Internal Audit reports directiy to the Audit Committee.
Accordingly, regular internal audit reports are circulated to
the Audit Committee members, the Chief Financial Officer,
and the extarnal auditors for review in accordance with the
approved Internal Audit Plan.

COMMUNICATION WL STIARLEDOPDERS

Investor Relations
Communication Channels
In ordar to develop and maintain a continuing investor's

relationship program wiath its shareholders, the Company
has established various channels of communication:

1} Sharehoiders can raise any comments on the
performance and future directions of the Company
with the Dlrectors at the Annual General Meeting.

1) The Company distributes the annual results to

shareholders.

i) The Company's website www.shangproperties.com
containsimportant corparate information, biographical
detaiis of Directors and semior  management,
arganizational structure, annual and interim reports,
major historical developments with comprehensive
and user-friendly information about the Company's
shareholders and the investor community to have
timely access to updated information.

v} Shareholders and members of the investor community
are welcome to raise enguiries through the Legal
Department, whose centact detauls are available in the
Company's website www.shangorope: tics.com.

General Mectings

1. The General Meeting provides a forum for the Board to
communicate with the shareholders of the Company

2. To facilitate enforcement of shareholders’ rights,
significant 1ssues are dealt with under separate
resofutions at general meetings.

3. Thez018 Annuzl Steckholders Meeting of the Company
was held on 25 June 2018 at the Garden Ballroom,
Edsa Shangri-La, Crtigas Center, Mandaluyeng City.
The following resolutions were passed during the
meeting:

1. Approval of the Minutes of the Annual Meeting
of the Stockholders held en 20 June 2017

2. Election of Directors for the year 20182019

3. Appoirtment of External Auditer
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FINANCIAL

HIGITLIGII'TS

TWO-YEAR OVERVIEW

- 2018 2017 Change
Turnover (Php M) 12,650 14,848 -14.8%
Profit Attributable to Shareholders (PhpM) 3012 3,346 10.0%
Shareholders' Equity (Php M) _3_2.77;?_ 30468  6.6%
Earnings per Share {Php Ctv) 0.633 0,703 -10.0%
Net Asset Value per Share {(Php) 68§4 6:395 1.6%
Share Price at Year End (Php) 3120 3130 -0.3%
Price Earnings Ratio at Year End (Ratio) a _4.932 ¥ 4:1_5—4 10.7%
Market Capitalisation at Year End {Php M} 14,863 14,91 ~0.3%
Dividend per Share B (Php Ctv) - 0196 0.65 18.5%
Dividend‘Payout Ratio (Y} 36.8% 26.2% 40.4%
Dividend Yield at Year End N (%) 6.3% 5.3% 18.9%
Operating Margin (%) 38.8% 41.5% -6.5%
Return on Equity (%) LSO 9.2% -0.3%
Return on Tetal Financing (%) I0.0%- 9.8% 1.6%
Interest Cover (Ratijo} 14.470 18.124 -20.2%
a’as;ﬁeres_t as a % of To-t—;l- Borrowin_cj_s— - E)_ 6.0% 4.0% _510%
Current Ratio o (Ratio) 1.3 2.0 . 359%
Total Debt to Equity e 64.6% 65.5% 1.3%

—'I—';taFank L_oans to Equity (%) B 18.3%_ ] 22.9% -2(’13%
14,848 3,346

B _ 12‘550__ L:FCE 6.398 6.884 3,012

EARNINGS NET ASSET VALUE PROFIT ATTRIBUTABLE
TURNOVER PER SHARE PER SHARE TO SHAREHOLDERS
Php Millions Php Millions Php Millions Fhp Millions
1
o
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STOCK PERFORMANCE &

SITAREITOLDER MATTLERS

STOCK BEHAVIOR: QUARTERLY SHARE PRICE

For 1he pasi three {3} vears, the Company's share prices have traded as follows:

HIGH LOW HIGH LOW HIGH LOW
2018 {in Php) (in Php) 2007 (in Php} (in Php) 2016 {in Php) (in Php)
First Quarter 3.59 3.0 First Quarter 3.45 3.21 First Quarter 3.22 270
Second Quarter 3.52 313 Second Quarter Eﬂ' 319 Second Quarter 3.41 3.02
Third Quarter ~ 3.30 315 Third Quarter 329 314 Third Quarter ~ 3.60 317
Fourth Quarter 320 304  FourthQuarter 323  3.05 Fourth Quarter 332 319

DIVDENDS

For the year 2018, the Board of Directors declared total cash dividends of Php@31 Million (2017: Php7B6& Million)

SHARETTOLDER PROFILE

As of 31 December 2018, the Company had 5,234 stockholders. Comman shares outstanding as of date are
4,764,058,982. The Company's stockholders owning at least 5% or mare of the commen shares outstanding as of
31 December 2018 are:

RANK SHAREHOLDERS NO. OF SHARES PERCENTAGE %
1 TRAVEL AIM INVESTMENT BV.* 1,648,869,372 34.61
2 PCD NOMINEE CORPORATION (FILIPING) 1,015,214,243 21.31

*This company is a wholly owned subsidiary of Kerry Properties Limited

>
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Profit and loss account

Turnover

Operating profit

Interest expense & hank charges
Share in profit (loss) of associated companies
Profit before taxation

Taxation

Profit after taxation

Minority interests

Profit attributable to shareholders
Assets and liabilities

Fixed assets

Associated company

Other assets

Net current assets/(liabilities)

l.ong term liabilities

Total equity

2018

Php ‘000
12,650,054
4,909,731

(358,742)

4,832,376
(1,271,762)
3,560,614
(548,286)

3,012,328

46,761,767
1,000,389
1,543,107
2,593,483
51,898,746
(12,832,387)

39,066,359

2017

Php ‘000
14,847,788
6,161,801
(331,963)
{4,100}
5,684,511
(1,464,529
4,220,082
(873,916)

3,346,166

42,283,683
501,936
1123,249
8,453,323
52,362,191
(15,837,950)

36,524,241

2016

Php ‘000
11,279,095
5,242,537
(273,494)
(4,313)
4,679,868
(1,204,218)
3,475,650
(569,726)

2,905,925

39702962
495,636
150,264
12,039,829
52,388,691
(19,050,222)

33,338,468

2015

Php ‘000
8,283,689
4,898,066
(201,559}
70,658
4767165
{1,189,139)
3,578,027
(728,214)

2,849,813

41,890,783
491,948
63,411
2,452,538
51,898,681
{19,597,098)

32,301,583



2014

Php *000
7,612,188
4,351,455
(227,066)
(9,693)
414,696
(995,502}
3,119,194
(383,818)

2,735,376

38,389,161
410,790
68,494
9,612,668
48,481,112
(20,696,779}

27,784,333

2013

Php '000
6,908,465
3,244,166
(184,962)
(4,674)
3,054,530
(751,430)
2,303,100
(291,827)

2,011,273

27,295,207
2,441,310
37,286
5,257,295
35,031,099
(10,240,307)

24,790,791

2012

Php '000
5,406,229
2,574,363
(172,279)
29,491
2,431,575
(536,193
1,895,382
(248,905)

1,646,477

25,506,150
2,514,446
42,956
4,563,719
32,621,270
(9,474,933)

23,152,338

201
Php ‘000
3,589,163
2,070,157
(213,337)
19,967
1,876,787
(514,785)
1,362,002
(305,286)

1,056,716

24,961947
2,480,863
29,575
4,061,180
31,533,564
(9,743,185}

21,790,379

LYY

2010

Php ‘000
2,791,512
1,865,515
(261,892)
84,238
1,687,860
(402,266)
1,285,594
(284,891)

1,000,703

24,217,513
1,834,046
N7,677
4,897,750
31,366,986
(9,9215,737)

21,451,248

AL R IR

2009

Php '00(;
4,030,408
2131487
{313,261)
(2,724}
1,821,502
{319,475}
1,502,027
{330,539}

1,171,488

24,068,278
1,742,446
418,724
4,171,218
30,400,666
(9,683,477)

20,7117189



SSHANG

SECURITIES AND EXCHANGE COMMISSION
SEC Building, EDSA Greenhills
Mandaluyong City

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of SHANG PROPERTIES INC. is responsible for the preparation and fair presentation of the
consclidated financial statements including the schedules attached therein, for tha years ended December 31,
2018 and 2017, in accordance with the prescribed financial reporting framework indicated therein, and for such
internal control as management determines i1s necessary to enable the preparation of conselidated financial
statements that are free from material misstatement, whether due to fraud of error.

In preparing the censolidated financial statements, management is responsible for assessing the Company's
ability to continue as a going concern, disclosing, as applicable matters related to going concert and using the
going concern basis of accounting unless management ejther intends to liguidate the Company or to cease
operations, or has no realistic alternative but to do so.

The Board of Directors 1s responsible for overseeing the Company's financial reporting process.

The Board of Directors reviews and approves the consolidated financial statements including the schedules
attached therein, and submits the same to the stockholders or members.

Isla Lipana and Co., the independent auditors appoeinted by the stockholders for the period December 31, 2018
and 2017, respectively, have audited the consolidated financial statements of the company in accordance with
Philippine Standards on Auditing, and in their reports to the stockhelders, have expressed their opinion on the
fairness of presentation upon completion of such audit.

(2

Edw Kuok Kheon Loong
Chalrman of thg]Board

eI

Wilfrzé Shan Chen Woo
Exechtive Assistant ta Charman of the Board

pihntlle

Karlo Marco P. Estavillo
Treasurer/Chief Finance Officer and Chief Operating Officer

Signed this &th day of March, 2019

7S
Level 5, Shangr-La Praza Mal, EDSA cornar Shaw Boulevard, Mandaluyong City, Metro Manula, Philippines 1650

T (832 370-27C0  F: [632) 370-2777 www shangproperties com
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The Audit Committee of the Board has been established since
2002 is composed of three (3) Non-executive Directors, of
whom two (2) are independent directars. The chair of the
Audit Committee is an independent director.

The Audit Commuttee operates pursuant to the approved
Audit Committee Charter. In general, the Audit Committee

1s responsible for assisting the Board in its responsibilities

in monitoring the mtegrity of the Group's financial reporting
process, the financial statements and reports of the Company,
the compliance with legal and reguiatory requirements,

the externmal auditor's gualificatiens and independence, and
the performance of the Group's internal audit function and
external auditor.

Set out below 15 a summary of the work performed by the
Audit Commuttee during the financial year ended 31 December
20:8.

{1y The Audit Committee reviewed the draft annual
and intenim financial statements and the draft
results announcements of the Company, focusing
on main areas of judgment, consistency of and
changes in accounting policies and adequacy of
information disclosure prior to recommending
them o the Board for approval.

iy The Audit Committee reviewed, in conjunction
with the external audhtor, the developments of
accounting standards and assessed ther potential
impacts on the Group's financial statements.

(niy  The Audit Committee assessed the independence
of the Company’s external auditer, prior ta formally
engaging the external auditor to carry cut the
audit for the Company's financial statements for
the year ended 31 December 2018.

(yv)  Prior to the actuat commencement of the audit, the
Audit Committee discussed the proposed scope of
work and approach of the audit with the external
auditor. Upon campletion of the audit, the Audit
Committee reviewed the resulis of the external
audit, and discussad with the external auditor on
any significant findings and audit issues.

(v) The Audit Commiitee recommended to the Board
regarding the appointment and remuneration of
the external auditor.

{vi)  The Audit Committee reviewed and approved the
internal audit plan, reviewed and discussed the
significant and matenal audif 1ssues from the
internal audit reports with the internal audit team
and the Group’s senior managemaent,

(viiy  The Audit Committee reviewed the independence
of the internal audit function and the level of
support and cooperation given by the Group's
management to the internal audit feam, as well
as the resources of the internal audit team when
undertaking its duties and respoensitilities.

(viii} The Audit Committee reviewed the adequacy and
effectiveness of the Group's sysiems of internal
controls, through oversight on the work undertaken
by the Group'’s internal and externa! auditer, and
written representations by the senior management
of each of the Group's business divistons and
discussions with the Soard.

During the financial year ended 31 December 2018, the Audit
Committee mel four (4} Limes. The Audit Committee also
conducted meetings with the Group's senior management, the
external auditor and the internal audit team from time to time.
Minutes of the Audit Committee Meetings are documented
and circulated te the Board for information. The Audit
Committee also reports and presents its findings and makes
recammendations for consideration and discussion at Board
meeatings,

The Audit Committee reviewed the audited financial
statements of the Group for the year ended 31 December 2018
prior to recommending them te the Board for approval.
Members of the Audit Cemmittee:

Mr. Maximo G. Licauco Il
Chairman

Mr. Benjamin 1. Ramos
Member

Ms. Cynthia R. Del Castilio
Member

ANNL AL RIDPMOIR —



pwc Isla Lipana & Co.

To the Board of Directors and Shareholders of
Shang Properties, Inc. and Subsidiaries
Administration Office, Shangri-La Plaza Mall
EDSA corncr Shaw Boulevard,

Mandaluyong City

Our Opinion

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the consolidated financial position of Shang Properties, Inc. (the “Parent Company”) and its subsidiaries
(together, the “Group”} as at December 31, 2018 and 2017, and the consolidated financial performance
and consolidated cash flows for the years then ended in accordance with Philippine Financial Reporting
Standards (PFRS).

What we have audited
The consoclidated financial statements of the Group comprise:

the consolidated statements of financial position as at December 31, 2018 and 2017;

the consolidated statements of total comprehensive income for the years ended December 31, 2018

and 2017;

the consolidated statements of changes in equity for the years ended December 31, 2018 and zo17;
e the consolidated statements of cash flows for the years ended December 31, 2018 and 2017; and

o  the notes to the consolidated financial statements, which include a summary of significant accounting
policies.

Basis for Opinion

We conducted our audils in accordance with Philippine Standards on Audiling (PSA). Qur responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Independence

We are independent of the Group in accordance with the Code of Ethics for Professional Accountants in
the Philippines (Code of Ethics), together with the ethical requirements that arve relevant to our audit of
the consolidated financial statements in the Philippines, and we have fulfilled our other ethical
responsibilities in accordance with these requiremenis and the Code of Ethics.

Isla Lipuna & C'o., 2oth Floor, Philamlife Tower, 8767 Paseo de Roxas, 1226 Makali Uity, Philippincs
T: +03 (2} 845 2728, F: +03 (2) 845 28006, www.pwe.com/ph

Isla Lipana & Co 1s the Phil ppine member firm of the: PwC (PricewaterhouseCoopers) global netwark. “PwC" refers to the network of member firme of PricewaterhouseCoopers
International Limited, each of which is o separate and indeperdent logal entity
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Independent Auditor's Report

To the Board of Directors and Shareholders of
Shang Properties, Inc. and Subsidiaries

Page 2

Oher Audit Approach

As part of designing our audit, we determined materiality and assessed the risks of material misstatement
in the consolidated financial statements. In particular, we considered where management made subjective
judgments; for example, in respect of significant accounting estimates that involved making assumptions
and considering future events that are inherently uncertain. As in all of our audits, we also addressed the
risk of managemenl override of internal controls, including among other matters, consideration of
whether there was evidence of bias that represented a risk of material misstatement due to fraud.

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion
on the consolidated financial statements as a whaole, taking into aceount the structure of the Group, the
accounting processes and controls, and the industry in which the Group operates.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated financial statements of the current period. These maiters were addressed in the
context of our audit of the consolidated financial statements as a whole, and in forming our opinion
thereon, and we do not provide a separate opinion on these matters.

Key audit matters identified in our audit are summarized as follows:
s Valuation of investment proporties;

« Revenue recognition on condominium sales based on percentage of completion (POC); and
+ Impairment assessment of goodwill.
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Independent Auditor’s Report

To the Board of Directors and Shareholders of
Shang Properties, Inc. and Subsidiaries

Page s

Isla Lipana & Co.

Key Audit Matiers

How our Audit Addressed the Key Audit Matters

Valuation of investment properties

Refer to Note 10 to the consolidated financial
statements for the details of the investment
properties and Note 33.1 for discussion on
crilical accounting eslimates and assumptions.

As at December 31, 2018, total investment
properties, carried at fair value, amounts to
P32.51 billion which accounts for 54% of the
total consolidated assets of the Group. In
addition, the deterimination of fair values by an
appraiser involves significant estimation using
assumptions such as similar market listing in the
arca, occupancy rate, rental rate and discount
rate. An annual fair value assessment is
performed based on the requirements of PFRS
13, Fair Value Measurement, and Philippine
Accounting Standards (PAS) 40, Investment
Property.

In 2018, lhe Group recognized a [air value gain
amounting to P88o.00 million. This is based on
the report prepared by an independent appraiser
using the market comparison approach and
direct income capitalization approach for the
Group’s parcels of land and buildings held for
olfice and retail lease, and other parcels of Jand
held for capital appreciation. The market
comparison approach considers the sales of
similar or substitute propertics and related
market data, and establishes a value estimate by
a process involving comparison. The direct
income capitalization approach considers
income and expense data relating to the property
being valued and estimates value through a
capitalization process. Capitalization rclates
income (usuatly a net income figure) and a
defined value type by converling an income
amount into a value estimate.

We addressed the matter by obtaining the
appraisal reports and reviewing the
appropriateness of the method and
reasonableness of the significant assumptions and
estimates used in calculating the fair value as
supported by our valuation expert. In particular,
comfort over the reliability of the appraiser
reports was obtained through independent
verification of eertain fair value assumptions and
inputs specifically:

o similar market listing in the area by
comparing to records of recent sales and
offerings of similar land;

e occupancy rate by agreeing to management’s
records and historical actual information;

s expense-revenue ratio by comparing to the
historieal experience of the Group’s leasing
operalions;

+ rental rate by comparing to prevailing market
rents to leasing transactions of comparable
properties; and

e discount rate by comparing to published
market yields.

We evaluated competence, capabilities and
objectivity of the independent appraiser engaged
Ly the Group by reviewing ils profile, licenses and
client portfolio.

We did not note any significant issues in our
testing of management’s estimate of fair value of
investment properties.
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Key Audit Matlers

How our Audit Addressed the Key Audit Matters

Revenue recognition on condominium sales
based on Percentage of Completion (POC)

Refer to Note 33.1 to the consolidated financial
statements for the discussion on critical
accounting estimates and assumptions.

The Group's revenue arising from condominium
sales for the year ended December 31, 2018
amounts to P4.99 billion which accounts for 45%
of the eonsolidated total revenues. Therefore, it
is considered material to the consolidated
financial statements.

The determination of the revenue arising from
condominium sales involves significant
estimaltion by reference to the estimated
completion of a physical proportion of the
contract work.

We addressed the matter by obtaining an
understanding of the Group’s POC
determination process focusing on cost
accumulation and budgeting activities, validating
contracts with condominium buyers, assessing
reasonableness of POC by comparing with POC
calculated using the input method, meeting with
quantity surveyors who perform the calculation,
recaleulating the POC rate per accomplishment
reports, performing site visit, inspecting
supporting contracts and progress billings and
validating total estimated project costs by
inspection of approved cost sheets and their
subsequent revisions.

We evaluated competence, capabilities and
objectivity of independent quantity surveyors
engaged by the Group by reviewing their profile,
licenses and client pertfolic.

We did not note any significant issues in our
testing of critical aceounting estimate o1 revenue
recognition on condominium sales.
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Key Audit Maiters How our Audit Addressed the Key Audit Matlers
Impairment assessment of goodwill

Refer to Nole 14 to the consolidated financial We checked the reasonableness of management’s

statements for the details of the goodwill and future cash flow forecasts and the underlying

Note 33.2 for discussion on critical accounting assumptions based on the historical performance

judgments. | of the business, industry-specific reports and the
macro economic outlook as supporled by our

As at December 31, 2018, the Group’s goodwill valuation expert. We assessed the projected cash

attributable to Shang Global City Properties, Inc. | flow against the approved budgets of the CGU.
(the Cash Generating Unit or CGU) amounted to

P269.87 million. Under PAS 36, Impairment of | We reviewed management’s basis for identifying
Assets, the Group is required to annually test the | the CGU where goodwill is allocated. We
amount of goodwill for impairment. Tn addition, | validated that the caleulation of the carryving
management’s assessmenl process is complex, amount of the CGU is consistent wilh Lhe

and requires significant estimates and judgment. | requirements of PAS 36.

The most significant judgments relate to the

terminal growth rate and discount rate applied We also tested management’s assumptions in
together with the assumptions supporting the relation to the:

underlying forecast cash flows, in particular e terminal growth rate by comparing to the
revenue growth rates and operating margins. | economic and indusiry foreeasls; and

| s  pre-tax discount rate by assessing the cost of

! capital for the CGU and comparable
businesses.

We found the assumptions consistent and in line

| with our expectations.

We considercd the adequacy of management’s
sensitivity caleulations. We determined that the
calculations were most sensitive to assumptions
for terminal growth rate and the pre-tax
discount rate as disclosed in Note 33.2 to the
consolidated financial statements.
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Other Information

Management is responsible for the other information. The other information comprises the information
included in the SEC Form 20-1S (Definitive Information Statement), SEC Form 17-A and Annual Report,
but do not include the consolidated financial statements and our auditor's report thereon. The SEC Form
20-18 (Definitive Information Statement), SEC Form 17-A and Annual Report are expected to be made
available to us after the date of this auditor's report.

Our opinion on the consolidated financial stalements does not cover the other information and we will not
express any form of assurance conclusion thereon.

In connection with our audit of the consclidated financial statements, our respounsibility is to read the
other information identified above when it becomes available and, in doing so, consider whether the other
information is matcrially inconsistent with the consolidated financial statements or our knowledge
obtained in the audit, or otherwise appears ta be materially misstated.

Responsibilities of Management and Those Charged with Governance Jor the
Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with PFRS, and for such internal control as management determines is
necessary to enable the preparation of comsalidated finaneial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the ability of
each entity within the Group to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless management either intends to
liquidate the entity or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing thie Group’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an avditor's
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with PSA will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the ceonomie decisions of users taken on the
basis of these consolidated financial statements.
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As part of an audit in accordance with PSA, we exercise professional Jjudgment and maintain professional
skepticism throughout the audit. We also:

* Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
ublain audit evidence that is sufficient and appropriate Lo provide a Lasis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

*  Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group's internal control.

e  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

*  Conclude on the appropriateness of management's use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the ability of each entity within the Group to continue as
a going concern. If we conclude thal a material uncerlainty exists, we are required to draw altention in
our auditor’s report to the related disclosures in the consolidated financial statements or, if such
disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor’s repart. However, future events or conditions may cause an
entity within the Group to cease to continue as a going concern.

» Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, anmong ather matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficieneics in internal
control that we identify during cur audit.

We also provide those charged with governance with a statement that we have com plied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.
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Fram the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation prectudes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in this independent auditor’s report is
Imelda Ronnie de Guzman-Castro.

Isla Lipana & Co.

Imelda Ronnie de Guzman-Castro

Partner

CPA Cert. No. 8g3n2

P.T.R. No. 0011287; issued on January 8, 2019 at Makati City

SEC A.N. (individual) as general auditors PA-A-829-A, Category A; effective until July 12, 2019
SEC A.N. (firm) as general auditors ao0g-FR-5, Category A; effective until June 20, 2021
T.I.N. 152-015-095

BIR A.N. 08-000745-44-2018; issued on October 19, 2018; effective until October 18, 2o21
BOA/PRC Reg. No. 0142, effective until September 30, 2020

Makati City
March 13, 2019



Shang Properties, Ine. and Subsidiaries

Consolidated Statements of Financial Position
As at December 31, 2018 and 2017
(All amounts in Philippine Pesc)

Notes 2018 2017
ASSETS
Current assets
Cash and cash equivalents 3 2,432,097,332 &,030,757,380
Financial assets at fair value through profit or loss 4 41,424,318 45,969,343
Trade and other receivables, net 5 3,284,010,542 3,568,196,803
Properties held for sale 3] 3,677,577 353 6,235,573,215
Prepaid taxes and other current assets 7 1,515,512,255 1,659 427 274
Total current assets 10,950,621,798 16,535,924,015
Non-current assets

Investments in associates and a joint venture 8 1,000,388,985 501,935,625
Investment properties 10 32,511,076,048 30,100,203,443
Real estate development projects 1 495 950,088 235,745,363

Financial assets af fair value through other comprehensive
income, net 12 782,395,996 -
Avaitable-for-sale financial assets, net 12 - 513,192,742
Property and equipment, net 13 13,754,741 363 11,947,734,418
Goodwill 14 269,870,864 269 870,864
Deferred income tax asseis, net 26 122,428,897 182,738,742
Cther non-current assets 15 368,410,888 147 446 504
Total non-custent assets 49,305,263,129 43,508,867,701
Total assets 60,255,684,927 60,448,791,716

LIABILITIES AND EQUITY

Current liabilities

Accaunts payable and other current lizhilities 16 5,391,793,728 6,110,250,197
Current portion of:
Installment payable 8 390,280,531 636,511,197
Bank loans 17 1,833,333,333 583,333,332
Deposits from tenants 18 503,462,220 506,636,400
Deferred lease income 18 33,518,985 28,137,086
Income tax payable 26 162,066,422 184,217,378
Dividends payable 20 42,683,650 37,515,266
Total current liabilities 8,357,138,860 8,086,600,857
Non-current liabilities
Installment payable, net of current portion 6 150,881,202 -
Acciued employee benefits 25 57,052,807 52,214,078
Bank loans, net of current portion 17 4,149,694 158 ¥,776,139,370
Deferred income tax liabilities, net 26 7,855, 864,029 7,179,085,729
Advance rental, net of current portion 30 187,029,727 206,667,999
Deposits from tenants, net of curreni portion 18 590,521,263 587,630,623
Deferred lease income, net of current portion 18 41,343 640 26,211,780
Total non-current liabilities 12,832,386,826 15,837,949 578
Total liabilities 21,189 525,695 23,824,550 436
Equity
Share capital 19 4,764,058,982 4,764.058,982
Share premium 1% 834,439,607 834,439,607
Treasury shares 18 {6,850,084) (6,850,064)
Equity reserves 9 (141,132,606) (141,1 32,606)
Other comprehensive income (loss) 219,970,988 (9,795,092)
Retained earnings 19 27,108,948 851 25,027,307,247
Total equity attributable to shareholders cof the Parent Company 32,779,435,759 30,468,028,074
Non-controlling interests 9 6,286,923 473 6,056,213 206
Total equity 39,066,359,232 36,524.241,280
Total liabilities and equity 50,255,864,927 60,448,791,716

The notes on pages 1 to 88 are integral part of these consolidated financial statements.



Shang Properties, Inc. and Subsidiaries

Consolidated Statements of Total Comprehensive Income

For the years ended December 31, 2018 and 2017

(With comparative figures for the vear ended December 31, 2016)
(All amounts in Philippine Peso)

Notes 2018

2017

2018

Revenues
Condominium sales
Rental and cinema
Hotel operation

5  4,001248279
10 3,017,331,251
3,171,907,725

8,192,197,299
2,981,321,414

2,596,606,885
11,180,487,255 13,770,215,398  10,343,021,308

6,105,999,984
2.852,405,273
1,344,616,051

Cost of sales and services
Condominium szles
Rental and cinema
Hotel operation

3,000,561,223
246,411,337
3,023,783,595

4,726,826,668
222,038,433
2,658,648,560

3,506,117,817
134,819,051
1,459,547 660

21 B,270,756,155

7,608,413,761

5,100,484,528

Gross income

4,209,731,100

6,161,801,637

5.242,536,780

Operating expenses
Staff costs
Taxes and licenses
Depreciation and ameortization
Insurance
Other general and administrative

22 438,271,316
23 203,394,325
13 23,032,736

3,351,421
23 520,129,087

442 405,884
188,172,168
20,456,404
994,078
570,771,084

512,236,006
162,808,235
18,704,491
17 858,532
500,238,760

Other income

Gain on fair value adjustment of investment

1,188,179,785

1,222,800,515

1,220,936,024

properties, net 10 879,994,277 660,167,229 536,703,295
Interest income 24 180,828,895 231,052,079 259 905,030
Foreign exchange gains, net 3 24,186,733 25,130,010 10,053,722
Other income, net 24 374,556,513 165,323,500 129,401,741

1,469 566 418 1,081,672,827 936 073,788
Share in net losses of associates 8 - (4,099,887) (4,312,738)
Interest expense and bank charges 24 (358,741,708) (331,062,863) (273,454,026)
Income befare income tax 4 832 376,024 5,684,611,199  4,679,867,780
Provisian for income tax 26 (1,271,761,567) (1,484,529,236) (1,204,217 548)
Net income for the year 3,560,614,457 4,220,081,863  3,475,650,232
Net income attributable to:
Shareholders of the Parent Company 3,012,328,190 3,346,165,957  2,905,924,508
Non-contiolling interests 9 548,286,267 873,916,006 569,725,724
3,560,614,457 4,220,081,983  3,475650,232
Basic and diluted earnings per share attributable
to sharehclders of the Parent Company 27 0.633 0703 0.610




Notes 2018 2017 2016
Forwarded
Net income for the year 3,560,614,457  4220,081 963  3,475650232
Other comprehensive income {loss)
Item that will be subsequently reciassified to
profit or loss
Increase in fair value of available-for-sale financial
assets, net of tax 12 - 4,620.000 5,497 500
Translation adjustments (339,983) {57,256) (227,514)
Items that will not be subsequently reclassified to
profit or loss
Increase in fair value of equity investments at fair
value through other comprehensive income, net
of tax 12 7,760,500 - -
Remeasurement gain ({loss) on retirement benefit
obligation, net of tax 25 1,845 050 (13,474.,804) 973,025
9,265 565 (8,912,080) 6,243,011
Total comprehensive income for the year 3,569,880,022  4,211,169,903 3,481,893,243
Total comprehensive income attributable fo:
Shareholders of the Parent Company 3,018,703,487  3,337,180,3214 2,912 167,519
Non-cantroliing interests g 551,176,535 873,989 582 560 725,724

3,569,880,022

4,211,169,903

3,481,893,243

The notes on pages 1 to 88 are integral part of these consolidated financial statements.
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Shang Properlies, Inc. and Subsidiaries

Consolidated Statements of Cash Flows

For the vears ended December 31, 2018 and zo17

(With comparative figures for the year ended December 31, 2016)
(All amounts in Philippine Peso)

Notes 2018 2017 2016
Cash flows from operating activities
Income before provision for income tax 4,832,376,024 5,684,611,199  4,679,867,780
Adjustments for;
Depreciation and amertization 13 1,041 599497 898,032,690 493,118,819
Interest expense 24 357,899,249 330,986,305 272,573,232
Retirement benefit expense 25 38,181,019 50,603,558 20,259,547
Provision for doubtful accounts 5,23 8,468,256 5,178,302 -
(Gain} Loss on fair value adjustmant of
financial assets at fair value through
profit or loss 4 24 4,545,027 (14,247,505} 2,284,599
Share in net losses of associates 8 - 4,088,987 4,312,738
Wihite-off of available-for-sale financial assets 12 - 2,000,000 -
Loss on disposal of financial assets at fair
value through profit or loss 4 - 875,663 -
Unrealized foreign exchange gain 3 (16,419,512) (2,196,833) (10,083,722)
Amortization of daferred lease income 18 (30,434,852) (33,787 ,663) (11,118,358)
Dividend income 24 (48,440,301) {63,880,748) {40,551,885)

Interest income 24 (190,828,895}  (231,052,079) (254,559,241)
Gain on fair value adjustment of investment
properties 10 (879,994 277} (660,187,229) (536,703,295)
(Gain) Loss on sale of property and equipment 24  (206,643,583) 986,953 {1,430,479)
Operating income before working capital changes 4.810,287,652 5,972,042,587  4,617,989,735
Changes in working capital:
Trade and other receivables (52,262,791} (616,593,302) (455,489, 214)
Propertes held for sale 2,557 895,862 4,424,893,843 642,008,641
Prepaid taxes and other current assets {272,776,044) 658,487,273 (263,131,575}
Real estate development projects (3,096,726,887) (2,317,743,014) -
Other non-current assets 21,641,516 15,528,384 (86,852,805)
Accounts payable and other current liabilites (752,634,587) (96,161,148) 860,380,337
Accrued employee benefits - (12,935,285) (8,748,022)
Instaliment payable (95,349,464) {133,759,478) (92,796,830)
Advance rental 19,539,880 52,455,750 56,806,050
Deposits from tenants 10,854,586 35,006,572 31,892,054
Net cash generated from operations 3.250 569,703 7.981,222194 5302,158,364
Income tax paid (440,320,188) (719,460,846) (1,028,559,324)
Interest received 53,446,209 68,984,880 59,845,769
Contributions paid to retirement plan 25 (8.408,257) (20,716,867) (26,874,253)
Rstirement benefits paid directly by the Group 25 (20,215,578} {37,530,039) (7.706,482)

Nat cash provided by cperating achvities

2.835,070,889

7,272,499,322

4,298,8684,074




Notes 2018 2017 2016
Forwarded
Cash flows from investing activities
Additions to:
Availeble-for-sale financial assets 12 - (299,900) -
Investments in associates and a joint venture 8 (1,000,000,000) (10,400,000) (8,000,000}
Investment properties 10 (489,886,876) {467,302 585) (264,227 459)
Property and equipment 13 (75,080,686) (42,308,025)  (1,353,250,254)
Deposit for a future project 7 (250,295,000) s -
Real estate development projects 11 - - (275,632,515)
Dividends received 24 48,440,301 63,880,748 403,551,885
Proceeds from sale of property and equipment 24 269,640,000 779,764 1,430,479
Acquisition of non-contralling interest 9 - - (1419610919
Net cash used in investing activities (1,497,182,263) (455,649,998) (3,278,778,783)
Cash flows from financing activities
Payments of
l.oan principal 17 (3,687,083,333) (4,689,583,333) (133,333,333)
Interest 17 (322,790.651) (318.919.689) (250,777.771)
Cash dividends paid to:
Shareholders 20 {925,518,202) (781,236,767} {781.148,540)
Non-contrelling sharehoiders of subsidiaries 9 (317,576,000) (239,680,000) (359,680,099)
Proceeds from loan availment, net of debt issue costs 17 1,300,000,000 - 694,750,000
Net cash used in financing activities (3.952,968,186) (6,029,419,789) (830,187,743)
Net increase {decrease) in cash and cash equivalents
for the year (2,615,079,560) 787 425 535 189,857,548
Cash and cash equivalents at January 1 3 5,030,757,380 4,241131,012 4,041,169,742
Effects of exchange rate changes on cash and cash
eguivalents 3 16,419,512 2,196,833 10,083,722
Cash and cash equivalents at December 31 3 2,432,097332 5,030,757,380 4,241,131,012

The notes on pages t to 88 are integral part of these consolidated financial statements,



Shang Properties, Inc. and Subsidiaries

Notes to the Consolidated Financial Statements

As atand for the years ended December 31, 2018 and 2017

(With comparative figures for the year ended December 51, 20 16)
(All amounts are shown in Philippine Peso unless otherwise stated)

Note 1 - General information

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

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

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

The consolidated financial statements have been approved and authorized for issue in accordance with
a resolution of the Board of Directors on March 6, 2019. There were no material events that oceurred
subscquent to March 6, 2019 until March 13, 2019, opinion date.

Note 2 - Segment information

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

{u} Property development

This business segment pertains to the sale of condominium units.

Shang Properties Realty Corporation (“SPRC™) is the developer of The Shang Grand Tower Project
(T'SGT), located in Makati City, The St. Francis Shangri-La Place Project (TSFSP) and the One Shangri-
La Place Project (OSP), both located in Mandaluyong City.

Shang Property Developers, Inc. (“SPDI”) is the developer of Shang Salcedo Place Project (S8SP),
located in Makati City.

The Rise Development Company Inc. (“TRDCI”) is the developer of The Rise Makati Project, located in
Makati City.

Shang Wack Wack Properties, Inc. (“SWWP]”) is the developer of Shang Residences at Wack Wack
Project, located in Mandaluyong City.



{b) Hotel operation

This business seginent pertains to the operations of Shangri-La at Lhe Fort’s hotel and residences. Shang
Global City Properties, Inc. (*SGCPI”) is the developer of Shangri-La at the Fort Project, located in
Taguig City. SGCPI’s hotel and restaurant operations started commercial operations on March 1, 2016.

(c) Leasing

This business segment pertains to the rental operations of the Shangri-La Plaza Mall, The Enterprise
Cenler (“TEC”) and their related carpark operations as operated by Shangri-La Plaza Corporation
(“SLPC”), KSA Realty Corporation (“KSA”) and SP1 Parking Services, Inc. (“SPSI”), respectively. It also
includes rental of a portion of the Parent Company's land to EDSA Shangri-La Hotel and Resort, Ine.
("ESHRI") and cinema operations of Shangri-La P’laza Mall.

Other business segments perlain to property management services and operations of real estate entities
and other subsidiaries.

Bxcept for the rental revenue from ESHRI, all revenues come from transactions with third parties.
There are no revenues derived from a single external customer above 10% of total revenue in 2018,
2017 and 2016. There is no need to present reconciliation since measure of segment assets, liabilities
and results of operations are consistent with those of the consolidated financial statements.

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

There are no changes in the Group's reportable segments and related strategies and policies in 2018,
2017, and 2016.



#95' /06795
S69'GES'BBL LT

P05'206 795
ZZZ IZSTISEE

298'1£9/8. '

9/8'088'68%
PSLESGELL'EL

B9GP0/ L
AR

0Z1'9/0 85

(CL pUe g| SSloN) JesA sy Jof salnypuadxa jeyden

9FE'9ZS 150,

S8l el JusLibag

/Z8'PRE'G52 09 6Y6 ¥8L8/5'98  GYETLLIEZYL  GLOGLOTSEDE  cLC 98P O, 6 6. 067 GPET) Sjosse [ejo|
$95'30€'00G'L - €86'83€'000°] S86'g9C° 000" - - - (g 80N} seiuedwo ajERessY
ZPE'CEF'eS2'60  (ZZ0008'2ZE'9)  +OB'SSE'R/S'SS  POG'ESELEZEL  6LO'GLOTSEDE  ZEZ'OGROVL'G 6¥/'967 8V CL spsse juswbag
/SP'FPLO0SS'E 202 60Z 66.L'1 6S8'€28'65E'S 520 JE955E | 685'E0Z JE4'E GLSTEF'9IE ZSP'00S 66 1B3A 3U) 1o} aluoaur J8N
(z95'194'1.2°1)  (9/2E0Z'Ee) (kez'ess'8yz’t)  (DI0'€0CE) (6EP'SE 1 '659) (7= ATRE] (098'C00 97P) XE} SLLI0JLUI I5y UGISIAC i
$Z0'9/EZERY  (OZB'S0D'9/2'L) 0SS'LBE'R0Q'D BEO'OFL'SOE'L 860'5EE'96E'E LOG'96E 05k ZLE'S0S'SBE' E XE} 2WODUI 910484 SuUioou|
(602712 '95E) g (607172 765E) {oci'era’sE}) (98z'259'cE) (1o1'6/6'8811 [CINER) sab.eys yueq pue ssusdxa BaIoW]|
£16'955'vLE B6L€le'Brr'L) ZIE'DZR'EZS'L 9£8°'/29'Zot'L 106'1S8'EE 625'899'902 or0'zZL 0Z1 18U ‘swoou| R
££/'981L ¥E 10 '6E8'80L (182'25918) {/69'918'801) 02£'025's SE8'0eE'S LLVELEEL 18U ‘{sssso)) sured sbueyoxs ubieio
SE8'BZE' 061 = GB5'8Z8'061 0Bz v’ 90k CEr 61 0P 1pR°1LEZ 622'She Byl WD) Jsataju)
112'¥66'648 (£21°55¢ 'Sk} 080'08F'SZE' L 00s'REZ 08 SGE'Y0e' 192’ L {(o08'zee ocL) sapadoid
EWE—mmE._ jo Em—t-m:.ﬁm mj_m.a lej uo C_mmu
{asuadxs) swooul lay10
(486'621'0Z5) 5651315 (z8a'16Z'625) (eps'162'0) (1¥2's60°29L) (eBL'6LC"422) (9/6'ves 62) SAEHsIUIWPE puE [2raush jeyio
(12¢'18e's) . {1zp'18e'e) {eoL €L) (rag'vee'l) - reEL07) acueInsy|
(9e/'Ze0'eZ) oea'szZs 08k (25292 '£02) (cig'ol) (909'685'207) - (L90'g8L L uoijEziHoW? pUEe uogedaldag
(GZE'PBE'e0T) - {(cze'vee'e0z) (ale'zez'el) (L0Z'066's8) (cas'ers 'ge) {ezz'zoe so) $&5U801| pue saxe)
(91e°L4Z'8Er) SIS FOE'SS (L68'6/S'PEP) {€z¥'sze LI} Lz'z11'1ee) {ez9'880'0) (ozo'skL 9Ll SI800 B
sasuadxs Buneladp
00L°1€/'606  (v/€ L/Z OEC) ¥P'2009orL's - 6L V09’06 Z 12168872 8FLELSPLG L ALWOoUI SS0ID
(G65°ERLEZ0E) - (G65'€8/°€20E) : 2 (GB5'€82'E20E) - uonesado [310H
(Jee'LI¥'ove) (€9 ZTP'y) (rGE'ee6 LIz} - (¥56'8086'L¥Z) : - BLISUP pue |ejusy
(€zz'los'000'e) - ezz'log'o00'e) - - (eer'are'L00) (Dos'zilz £69') $8(es WNUIWopLOY
$201A19S pUE S3[es Jo 1500
Sz/'J06' LLL'E - GZL'06' LIL'E . - Sl I06' LALVE . uoneiado jajoH
162’ 1ee’L10'e {166 gp8'1Ez) ZYZ'0BL'6PZE - €0L'EBS'SPL'E BCL'/BGE0) - BLIBUID puUE |Euay
G/Z'BFE L6E'Y - 6/Z'8rZ'L66'Y 2 - LEE'ZES'E8, BPE'GZ. J0C' Y $S|BS WNIUILIOPUSY
sSanuaasy
palep|josuoD SUCljEUIWI|T siuawbes |gjo | slayio Buisesn ucnelado[sj0H Juewdojaasp
Apadold

1$MO[[OJ SE 9

810z TE Jaquiadaq papud Jead 3yl 105 pue e se dnop oy Jo sjuswFas ajqeriodas oy jo suoperado Jo SYNsal PUE SR ‘S1asse JuswSas oy,



018'01L9'605 - 019'019'60¢5 Z2s'00r ¥/2 8/Y'E8Y B80S ZEL'ST 902 665 (€] pue Q| S3J0N) J2ak ay} Jo; sainjipuaaxa [g)des
9EP 0S5'¥Z6EC  (EE9'LBE'F/9'L)  B90TFSEBS'LE 65750/ S0P O 8/Z'/62'668'0L 606 ¥BL'OLE L €21 '¥SE 869 saljljigel| juawbag
oLl'leL'erb'09  (LO6'ZEE'ELG) Z19'vZ1'296'09  S¥9'289 06S'B 865222 /8082  OLELBL'¥SS'LL  BSO'BEF'6Z.LL Sjssse |Bjo)
GZ9'GE6 L0 - GZ9'GER' 10S GZo'ce6 L0G - - - (g joN) seiuedwoo ajencssy
L60'oss'ors'es  (LOB'ZEE'ELS) CEE'8EL'0SF'08  O20'/ZFL 880G 965'ZZC'/B0'BZ  9LE 194 VES Ll 8SQBEVRZILL siesse Jusuwiag
£96 L8002 ¥ Gl LEQ'LES 8BOELL'IGH O ESL'9LF L8R E 76 06/910¢C 950 /7R ¥BE JE0'EEFBEG’L 1E3A 9y Joj (SS0]) SWCSUI JON
(9€2°6ZS'POF' L)  600¥SL'982 (Sve'eacesl’t} (86T P SOp) (6SO'6EE ' 1ET) - (992 Z05'957) X} 3WO3UI Io} UDISI0.]
661°'119'¥89'g {FEl'see'025'E) £EE'066'702'8 Lob LGR'OPE'E €09'0EL'8PS'E {950 £26'vBE) GZE'SEE ¥69'T XE) 8UI00U| Blojey (sS07) BWooY]
{£98'256 LEE) - G (SDO'FS6FL 1) (org'gey 8z) - {Z10'0/5481) SabIEyd yueq pue asusdxs [s315)U]
{286'660'7) - (£86'660') (/BB'660 ¥ - - - S2)EI0SSE J0 SSS80| J3U W 31RYS
B09'EZE'GOL (ege'Zes'0osL) BOG'SLE'GZL'T Z¥Z'ORG 0L0'Z 2¥TELVEE - BI¥ 1518 j9U ‘aLoaul Jaulty
OLO'0EL'ST Z68'959'y BLl'eor'oe (05z'550 ) 600'¥EEZT - GEEV6LT 18u '(sass0y) suief afiuayaxe ubiiod
6/0'CE0°LEE - 6/0'250' 15T LLL'pee 8.1'8y8'8} - 06L6ES LIT Bl jsala)
62Z'/91'099 (£22'05€ 'Ze6) 5k IPGTES' L 69r'06C'ELF | €86'€02'655 = (000 2¥5'0pF) sajpadosd Jusunsan
10 wawisnipe anjea Jie4 UC (8s07) WED
{ssuadxs) swosul 1Yo
(188'v22'0/5) ¥rF'9ee’ore (czr'otL'L1e) (BLE'0OL'E) (2/2'290'562) (180 615'ZZE) (8F0'z16'061) anensiuwpe pue pelsualb seyp
(820'¥66) - (B/0'F6E) (cosal) (8/5'Z8/) = (469°'002) aoUBINSU)
(rOF'gsr'0T) GG0'696 ZEE {65t'sTr'eCE) (coe'te) (615 185'SPE) - (cev 608'2) UoHEZICWE pue uohemaidsg
(8ol'zs1'88L) - (891'zii'egl) (gee'sls'y) (Zoe' Loz '06) - (80656855} Sa5URN| pue saxe |
(FE8°'COr Zip) L2 10808 (GZ1'eo0'esp) (geg'zre Ol (166'124'61E) = 04zZ66'TPL) s)s00 Jeig
sasuadxa Buneredp
2€9°100°191'0  (F8LYP09ER) LZR'SPR/IBED B SolL/Zrveee (66 156'19) LEG'0/E SOF E (801} sWooUl ssoig)
(0o9'gpo'eseT) - {0e9'8r9'e597) - = (099 879'559'Z) - tonesado 3104
(eey'ge6'zee) (BzO'85L'Y) (+Ov'614BLZ) - or'slL'aLE) E - ELIBUID pue |BjUsY
(gog'oza'ozs'y) - (soyv'ozg'oes'y) - - E (goo9za'9zLy) S3|es wniuiepuogy
SAIIAIBS pUE SI|ES JO 1807
GB5'06D'065' - GRO'969'965' g - 589 9629652 = uonalado jsjop
VLF'LZE' LER'E (cg1'seeier) 695'00Z'ELE'E - B895'90Z'¢1Z'E - . BUWAUID pUE Bluay
66Z'/61'26L'8 - 65¢'/6L'Z6)'8 - - - 6622612618 S3[ES WNJUIopUOY
SonUsASY
pajepl|ostoy ENGTIETE] EYERT:EENEETN SRBYID puisea uojelado |a10H wawdojanep
Apadoig

'SMO[[O} SE 2ae

4108 “1E JaqUId(] PAPUD 183 2y} 10§ PUE Je st dnoap ay jo sywewss sjqeitodal oyl Jo suoesodo JO SINSAE PUB SO R ‘SIoSSE JUSWSas ayL



£L2'216219°) - ELLLLG'219 1 195'8LL £//'1ZG'GEE L 99€'LBR'6LT 100'9z8°L (£l pue Q| ssioN) sesk ey Jof seinjpuzdxs |ejdey
COB'COFEEr'BZ  (SIZ'LEBO'OV6'S)  LLL'ZSL'PJEVE B8/L8FOOLZ G L86'GZE'6RE'6 LPL'86.'G02'0L LLB'YB6TIS'8 salllligel| Juewbag
SELYEE L/L'LS (8. 'POSLIE) £/8'8CPEFIZ9  CPEBED LS. 8/C'TBETEL'S £80'0£/°169'92  0/1'8/Z ¥06'6L sjesee [ejo|
Z19'cE9'Gap - Z19'GEQ'CEY Z19'GE9 g6y - - - (8 8I0N) S2UEdWoD 8jE0SSY
€Z5'862'942°19  (BEL P0G L LE) \OZ'COR'ESO 19 OELZOF'S96'D QIZ'TEEEEL'S €80'0EL°LS8'9  0/LL'BIZVOB'EL sjasse uawdeg
ZEZ0C9'SIY'E ¥LILGG'gLE 816'860°/SZ € ¥E0'JEL 028 §5'68F C0E £98' /YT £29'L 802'€00'919'L 1e8A B4 0} {S50|} BWasUlBN
8rS21Z2%02’L) (622669 18) {6lc'slecel ) (9GL6L5EL) = (16L'oeE’oey) (999'1.75'3z9) %B] SUI03UI 10} LOISIAC]Y
08.°198'649'F £r0' LE2'00E JEL'GL9'BLE F 0B.'9SZ'b5E (ss'sRr'e0e) 099'FLS'ERQ'T ¥iB'PIZ'GHE'T XE} BLMODUI 2105¢ ($507) 3woou|
(9zZ0'rer €L2) - 020 vab ELT) (ezr’e) E (YA TH] {€/gase'801) sabzeyo yUeq pue asuadxs 1sala]
(geiCIEy) - (BEL'ZIE'Y) (BeLZIER) E S3)BID0SSE JO S3SSO| 13U Ul AUBYSG
LrL 10’61 {zos'262'sg) £¥Z 66981 19265836 - 9E8'LBY'EG orL'8sL'99 12U 'aLooul Jayig
ZZl'es0 ol 658'650'2EL ZEL'900°ZZ 1 (Lz9'vi0Zel) 0 01459 ¥.2'26E'6 18U ‘[sass0|) sueb shueloxa uBlalo
0E0'S06 65T - 0£0's05'662 FZr'8Le B 8LF PESQE BglL'zsz'eze mEooﬁmmmmE
‘ ! . i \ i i i S0
SEZE0LoES . 8620/ 9e8 b 8rs esy ) \S8'¥SL g7 B WBLNSIAL) 4O SIUBLISN(PE 3N[EA JIB) LD URS
32U 1By
{09/'geT 60S) GEP'EL9E5T (661 '269'19/) LoV 12L'P) (L67'ERE'EL)) (g0z'ecl epg) (£60'865'0VE) sasUadxs snjesILILIPe pue [e1susb JayiQ
(ceg'asg /L) . (Zeg'esg'zL) (s68'0L) (/8¥'895'7L) (2589°/656'E) (¥6F'LBT) aouUEINsy
(L6¥'P0L'B1) 291'/84 vET (€59 1EF'EGE) (GS9'LIL) - (£5€'020°052) (SP2'65EE) uonezijolle pue uonewnaidsg
{cez 'ae8'7oL) ) (sez'sea'zol) (zo'szs) - (0z'L9¥' 18} {9eE‘L12'08) S33US0| PUE S8XE |
(200'5€£2'Z15) 8GE'050'8C (boc'oze'n.s) (Log'acs'gl) - (894 '695'sr2) (526'/6.'21€) SIS0 gelg
sasuadxa Buiersdy
0RJ'GECCYE'S  (£/C'2C0Zet) €60'681'695 6§ - (B0S'LE6 7L L) /ZBEZS'L65T GER'965'889C (50} 8 lLodU| $50.5)
(099'4¥C'6GF 1) - (oo 2veasrl) - (0eo'/ps'BSr') - : uoieiado (310}
(Lco'sLe PEL) - (Leo's18'FEL) - - {(i1sa'sLE'pEL) . BUWALIS pue |2iusy
(18211008} zeg'zll'es (B69'0c8'PO5E) - - = {669'0E8'795'E) S8es whiuiwopuog
S2JIMSS pUR S2)es |0 150D
LS0'919'FPE'L - LS0'9Le' e L ) LSO'9LO'FFE'L & . uojesdo |ajop-
€/ZC0r 268 (GO9'JEB'EET) 8/RZrESTL € - ) 28'Zre'9CL's . ELWISUID PUE |BjUD)
¥R8'B66'G0L'S  (085'42r'spL) PEG'JZF'ESZ O - - - ¥ES'LEP'ECE'D S9[BS WNIU[WOPUO]
anuaaay
pajeplosusy SUcleUILTT sswbas X ETENTe) uapelsdo 210K Buisest wawdoiensp
Ausdoig

ISMO[[0] 8B aIE

Q10T 1€ JeqUIada( PapUS Jeas 31} J0f PUR 18 se dnoun ay jo suswsas ajqerodas 81 Jo suoneiado Jo synsal pue sanfIqel] ‘S19sse Juamgas oy,



Note 3 - Cash and cash equivalents

Cash and cash equivalents as at December 31 consist of:

2018 2017
Cash on hand 14,679,720 27,236,204
Cash in banks 592,751,317 352,515,924
Cash equivalents 1,824 666,295 4,651,005 252

2,432,097,332  5,030,757,380

Cash in banks earned an average interest at respective bank deposit rates of 6.25% in 2018 and 2017.

Cash equivalents are made for varying periods between one day and three months, depending on the
immediate cash requirements of the Group, and earn interesl al the respective short-term deposil rates.
Short term investments, which have an average maturity of 30 days, earn interest ranging from 0.50%
to 6.375% in 2018 (2017 - 0.50% 10 2.50%:; 2016 - 0.40% to 2.00%).

Interest income earned for the year ended December 31, 2018 amounted to P54,610,455
(2017 - P69,013,073; 2016 - P57,082,376) (Note 24).

The carrying amounts of the Group’s cash and cash equivalents are generally denominated in
Philippine Peso, US Dollar and Hong Kong Dollar. The Group’s foreign currency denominated cash
and cash equivalents as at December 31 are as follows:

2018 2017
Foreign Exchange Feso Foreign Exchange Peso
currency rate  equivalent currency rate  equivalent
US Dollar 1,988,453 5272 104,839,221 ©.630,250 49.92 480,742,080
HK Dollar 93,259 6.73 628,043 77,425 6.39 494,746

Realized and unrealized exchange gain eredited to income for the year ended December 31, 2018
amounted to P7,767,221 and P16,419,512, respectively (2017 - P22,9:33,177 realized exchange gain and
P2,196,833 unrealized exchange gain; 2016 - unrealized exchange gain of P10,063,722).

Nole 4 - Financial assels at fair value through profil or loss

Financial assets at fair value through profit or loss represent shares of stock of various locally listed
com panies based on current bid prices in an aclive market (Level 1 valuation). Moyvemenls in (he
account for the years ended December 31 are as follows:

_ ) Note 2018 2017
Balance at January 1 45,969,343 32,597,501
Gain (Loss) on fair value adjustment 24 {4,545,027) 14,247 505
Disposals_ . - (875,663)
Balance at December 31 41,424,316 45,969,343

Fair value adjustments of financial assets at fair value through profit or loss are presented in the
consolidated statements of total comprehensive income as part of olher income (Note 24).



Note 5 - Trade and other receivables, net

Trade and other receivables, net, as at December 31 consist of:

Notes 2018 2017

Trade

Installment contraci asset 1,553,678,143 1,871,867,108

Rent 28 205,873,027 221,210,176

Receivables from guests and concessionaires 109,877,534 185,942,201
Non trade

Related parties 28  1347189,510  1,223,696,897

Advances to officers and employees 15,676,675 3,079,488

Interest 3,824,782 2,561,536

Cthers 63,433,204 72,091,776

3,269,552,875  3,580,449,182

Allowance for impairment of receivabies (15,542,333) (12,252,379)

3,284,010,542  2,568,196,803

Installment contract asset arises from sale of condominium units with average term ranging from one
to five years, with last installment collectible in 2020. This arises when the revenue recognized to date
under the percentage-of-completion method exceeds the total collections from the buyer. These
include periodie billings to condominium buyvers which are carried at amortized cost and are
discounted using prevailing interest rates at the date of transaction. The amounts due from the
condominium buyers are subject to either bank financing or in-house financing. The differences
between the present values and face values of these billings are amortized usin g the effective interest
rate method over Lthe term of the respective contracts. Interest income earned from installment
contract asset for the year ended December 31, 2018 amounted to P127,423,327 (2017 - P157,547,654;
2016 - P196,576,865) {(Note 24). The decrease in installment contract asset during 2018 mainly arises
from billings and subsequent collections from condominium buyers.

Rent receivables are non-interest bearing and pertain to renta) fees charged to tenants and to the
Group's affiliates for the office, commercial and carpark spaces. The normal credit terms range from
30 to 60 days.

Receivables from guests and concessionaires pertain to receivables arising from hotel, restaurant and
rental services. These are usually due within 30 days and do not bear any interest.

Advances to officers and emplayees are normally settled within the next financial vear.,

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



Movements in allowance for impairment of receivables for the years ended December 31 are as follows:

77777 Note _ 2018 2017
Balance at January 1 12,252,379 8,056,439
Provision 23 8,468,256 5,178.302
Wiite-off {5.178,302) (982,362)
Balance at December 31 15,542 333 12,252,379

In 2017, SGCPI provided allowance for a portion of receivables from guests and concessionaires with
on-going legal cases. This was subsequently written-off during the year.

The expected cash flows from installment contract asset as at December 31, 2018 and 2017 are as
follows:

2018 2017

Expected cash flows in:
2018 - 2,200,190,214
2019 3,952,123,3n1 -
2020 776,161,887 -
4,728,285,378 2,200,190,214
Less: Unearned income and unamortized discount 3,174,607,235 328,323,108

1,553,678,142 1,871,867,108

Unearned income is the portion of the total contract price of sold units which remains to be unearned
as of the reporting period. The amount will be recognized as condominium sales as the construction of
the projects progress based on the percentage of completion of the projecis. The unearned income
portion of contract price from sold ecndominjum units as at December 31, 2018 amounted to
P3,134,637,049. The Group expects to realize this amount during the remaining construction period of
The Rise project.

As at December 31, 2017, excess collections from condominium unit buyers over recognized revenue
hased on the percentage of completion method which were recorded as part of the "excess billings over
revenue" under accounts payable and other current liabilities amounted to P1,308,699,223 (Note 16).
The balance was applied in 2018 as significant work was performed on the Group’s ongping projects.

The movements in the unearned income and unamortized discount on installment contract asset are as
follows:

Note 2018 2017

Beginning of year 328,323,106 4,780,775,089

Additions 7,964 955,735 3,897,292,070
Recognized as:

Condominium sales (4,991,248,279) (8,192 197,299)

Interest income 24 (127,423,327) {157 547,654)

End of year 3,174,807 .235 328,323,106

The carrying amounts of the Group's trade and other receivables are all denominated in Philippine
Peso.

There were no trade and other receivables pledged as collaterals as at December 31, 2018 and 2017.



Noie 6 - Properties held for sale

Properties held for sale as at December 31 consist of;

2018 2017
Completed condominium units 576,106,507 194 946,068
Construction in-progress 3,101,470,846 6,040,627 147

3,677,577,353 6,235573,215

On November 2, 2015, TRDCI entered into a contract with Vivelya Development Company, Inc. (VDCIL)
{o purchase the land where TRDCI's project is currenily being constructed. The consideration for the
land is for a minimum base price of P1.10 billion, exclusive of 12% VAT. Payment term for the purchase
price includes down payment of fifteen per eent (15%) of base price amounting to P165.00 million,
exclusive of 12% VAT, upon signing of the contract. The remaining balance of the purchase price is
payable on a quarterly installment basis until full payment of the purchase price.

As at December 31, 2018, installment payable at amortized cost amounted to P541,161,733

{2017 - P636,511,197). Interest cost related to the amortization of the installment payvable amounted to
P14,143,726 in 2018 (2017 - P17,819,742). The unamortized discount on installment payable amounted
to P16,040,267 as at December 31, 2018 (2017 - P30,183,992).

In 2018, the Group completed the construction and development of Shang Salcedo Place Project and
Horizon Homes at Shangri-La at the Fort Projeet. The Group also started the construction and
development of Shang Residences at Wack Wack Project during the year.

As at December 31, 2018, the Group has remaining estimated cost to complete the on-going projects
namely, The Rise Makati and Shang Residences at Wack Wack amounting to P2,870,626,926 and
P3,778,291,507, respectively (2017 - The Rise Makati, Shang Salcedo Place and Horizon Homes at
Shangri-La at the Fort amounting to P5,451,119,513, P236,610,49¢ and P104,795,263, respectively).

The movements in condominium units held for sale as at December 31 are as follows:

2018 2017
Beginning of year B 194,946,068 409,112,488
Buyback of unit at cost 4,947 130 -
Transfer from construction in-progress 1,164,094 588 -
Transfer from investment property - 6,765,000
Recognized cost of condominium saies excluding commissions (787,881,279) (220,931,420)
End of year 576,106,507 194,946,068

In February 2017, SPRC transferred a portion of the investment property amounting to P6,765,000 to
*completed condominium units” (Note 10). This pertains to a staff quarter that was renovated and sold
as condominium unit during the year.



The movements in construction in-progress as al December 31 are as follows:

Note 2018 2017
Beginning of year 6,040,627,147 10,244,589,570
Construction and development costs incurred:
Construction cost 3,013,847 567 1,952,414,782
Project management expenses 221,953,108 325,933,307
Professional and consultancy fees 61,329,141 71,056,759
Taxes, permits and licenses 21,978,629 4,723,544
Land cost 17,507,211 13,093,600
Insurance and bonds 2,769,873 107,010
Others 27,490,989 73,010,672
Transfer to real estate development projects 11 (3,096,726,897)  (2,298,917,284)
Transfer to condominium units held for sale
excluding commissions (1,164,094,588) -
Recognized cost of condominiumn sales exciuding
commissions {2,045,211,334)  (4,345,384,813)
End of year 3,101,470,8486 6,040,627 147

The cost of condominium sales recognized as expense and presented as part of cost of sales and services
in the consolidated statements of total comprehensive income amounted to P3,000,561,223 in 2018
(2017 - P4,726,826,668) (Note 21).

Condominium units held for sale and consiruction in-progress are stated at cosl as of December 31, 2018
and 2017. There were no allowances for inventory write-down as at December 31, 2018 and 2017.

Note 7 - Prepaid taxes and other current assets

Prepaid taxes and other current assets as at December 31 consist of:

2018 27
Advances to contractors and suppliers 672,584,614 604,385,543
Creditable withholding tax (CWT) 352,984,660 324,078,731
Input value added tax (VAT) 165,546, 301 353,312,013
Prepaid commission 145 844 338 225272 877
Prepaid property tax 53,231,740 47,664,899
Inventories 28,049,290 17,073,486
Deferred input VAT 23,275,155 24,780,000
Prepaid insurance 16,125,672 10,404,886
Refundable deposits 3,567,100 20,238,161
Other prepaid expenses 54,303,385 32,216 678

1,515.5612,255 1,659,427 274




Advances to contractors and suppliers pertain to down payment made by the Group for the
construction and development of its condominium properties. These are not collectible but recouped
upon every progress billing by the eontractors and suppliers based on milestones or percentage of

accomplishment or delivery as stipulated in the eontracts.

CWT is the tax withheld by the withholding agents from payments to the Group which can be applied

against the income tax payable.

Input VAT represents tax paid to suppliers that ean be claimed as credit against the future output VAT

liabilities without prescription.

Prepaid commission pertains to the excess of the commission paid to property consultants and brokers
over the commission expensce recognized for the year basced on the pereentage of completion.

Deferred input VAT represents current portion of VAT arising from the purchase of capital goods on

credit.

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

December 31, 2018 and 2017.

Other prepaid expenses mainly consist of advance payments for rent, and other expenses which are

normally utilized within the next financial year.

Note 8 - Investments in associates and a joinl venture

Investment in associates and a joint venture as at December 31 consist of:

2018 2017
investment in associates
Acquisition costs
Cost at January 1 524,710,625 514,310,625
Acquisition of additional interest in a previously
held associate (524,321,640) -
Additions to Investment - 10,400,000
Balance at December 31 e 388,985 524,710,625
Accumulated share in net losses
Balance at January 1 (22,775,000) (18,675,013)
Acquisition of additional interest in a previousiy
held associate 22,775,000 -
Share in net losses - (4,099,987)
Balance at December 31 - (22,775,000
388,985 501,935,625
Investment in a joint venture
Acquisition cost
Additions to Investment 1,000,000,000
Balance at December 31 1,000,000,000 -
1,000,388,885 501,935,625




(a} Investment in associales

The Group is restricted from declaring dividends out of the accumulated share in net profits until these
are declared by the associates.

The Croup's associates are as lollows:

Place of Percentage of ownership

incorporafion 2018 2017

Sky Leisure Properties, [nc. (SLPI) Philippines - 50.00%
Ideal Sites and Properties, Inc. (1SPI) Philippines 40.00% 40.00%

On March 2, 2018, Perfect Sites, Inc. (PSI), a wholly-owned subsidiary of the Parent Company,
acquired the remaining 50% interest in SLPI through step-acquisition. The acquisition was accounted
for as an assct nequisition beeause the group of asscts and liabilitics acquired does not meet the
definition of a business. Total consideration amounted to P8388,201,910 which consists of the cash
consideration and previously held investment in associates amounting to P363,880,270 and
P524,321,640, respectively. The cash consideration is paid by the Parent Company and is considered a
non-cash investing activity. PSI also paid the advances from the previous shareholder of SLPI and legal
fees attributable to the acquisition amounting to P319,119,730 and P26,785,714, respectively. The legal
fees were considered as part of the cost of acquisition.

In 2017, SLPI was classified as an inveslmenl in associate and wus accounted for in the consolidated
financial statements using the equity method of accounting. As a result of the acquisition, the Group
now holds 100% interest in SLPI, through PSI, and is considered as a subsidiary in 2018.

The total cost of the acquisition was allocated to the group of asset and liabilities acquired based on the
relative fair value. The identifiable assets acquired and liabilities recognized as a result of the step-
acquisition at acquisition date are presented below.

2018
Asset

Cash and cash equivalents 4.010,484
Investment properties 1,040,991 452
1,045,001,936

Liabilities
Accounts payable and other current liabilities 74,047,699
Deferred income tax liabilities, net 82 752,327

156,800,026
Net assets 888,201,910




The summarized financial informalion of SLPI, before the step-acquisition, as at and {or the year ended
December 31, 2017 is presented below.

2017
Asset
Current assets 6,364,473
Non-current asset 964,843,000
971,207 473
Liabiliies
Current liabilities 150,327,830
Non-current liabilities 749 026 646
_ = - - o - o 899,354 476
Net assets 71,852,997
Net loss after tax (8,199,974)
Other comprehensive income -
Total comprehensive loss {(8,199,974)

As at December 31, 2018 and 2017, SLPI has an investment property development project which has
not yet started.

The summarized financial information of the Group’s other investment in associates is not presented as
it is immaterial to the consolidated financial statements.

(b) Investment in a joint venture

On March 22, 2018, the Parent Company entered into a Joint Venture Agreement with Robinsons Land
Corporation for the development of a property into a mixed-use condominium project. Within two (2)
months from the effective date of the Agreement, the parties shall establish the Jjoint venture company
("JVC”) and shall execute the Articles and Bv-Laws of the JVC. On, May 23, 2018, the SEC approved
the Certificate of Incorporation of the JVC, Shang Robinsons Propertics, Ine.

The JVC's registered office address, which is also its principal place of business, is at Cyber Sigma,
Lawion Avenue, Taguig City.

The JVC shall engage in: (i) the business of developing a property into a mixed-use development, (ii)
the marketing and sale of the residential condominium units in the project, (iii) and the lease of
serviced apartment units and/or commercial units in the project.

The authorized capital stock of the JVC is P3,000,000,000 divided into 3,000,000,000 common
shares with par value of P1.00 per share. The JVCis equally owned by the parties at 50% each. On
April 19, 2018, the Parent Company subscribed and paid in full the amount of P1,000,000,000
equivalent 1o 1,000,000,000 commens shares at P1.co per share,

As at December 31, 2018, the activities undertaken by the JVC include: conimencement of all
applications for all applicable permits and licences, preparation of conceptual and schematic designs,
and design development and preparation of construction drawings.



Note g - Non-controlling interests

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

2018 2017
KSA 29.96% 22.96%
SGCPI 40.00% 40.00%

On June 20, 2016, the Parent Company acquired 207,082 KSA comman shares from Ocmadar
Philippines, B.V. for a purchase price amounting to P1,419,610,019. The Parent Company accounted
for the increase in ownership in KSA from 52.90% to 70.04% as equity transaction. The difference
between the considerations paid and the carrying amount of the NCI acquired is recognized directly in

equity reserves amounting to Pi41,132,606.

The summarized financial information of subsidiaries with material NCI are provided below. The
information is based on amounts befare inter-company eliminations.

{a) KSA Realty Corporation

2018 2017
Summarized statements of financial position
Current assels 543,458,320 584,778,251
Cuirent liabilities (508,480, 448) (439,208,900)
Current net assets 33977872 155,669,351
Mon-current assets 10,811,286,514 9,962,972 699
Non-current liabilities (2,606,434,752) (2,436,086,642)

Non-current net assets

8,004,851,762

7.526,886,057

Equity 8,038,829,634 7,682,455 408
2018 2017

Equity attributable fo.
Equity holders of the Parent Company 5,630,396,276 5,380,791,769
NCI 2,408,433,358 2,301,663,639
8,038,829,634 7682,455,408
Dividends daciared to NCI 317,576,000 239,680,000
2018 2017 2016

" Summarized statements of total
comprehensive income

Revenues 1,249,996,056 1,197,165,309 1,091,818,588
Cost and expenses {39,370,393) (43,111,399) (43,688,698)
Operating expenses {31,477 588) {24,639,694) {28,041,516)
Other income, nat 660,520,320 578,042 614 59 066,355
Income before income tax 1,839,668,395 1,705,456 920 1,079,254,729
Provision for income tax (423,276,174) (382,225433) (202,336,518)
Net income for the year 1,416,392,221 1,323,231 487 876,917,811
Other comprehensive loss (17,995) (15,304) -
Total comprehensive income 1,416,374,226 1,323,216,183 876,917,811




2018 2017 2016
Net income attributable to:

Equity holders of the Parent Company 892,041,113 926,791,333 549624, 812
NCI 424,351,108 396,440,154 327 292,999
1,416,392,221 1,323,231,487 876,917,811

Total comprehensive income attributable to:
Equity holders of the Parent Company 992,028,508 926,780,615 549 624,812
NCI 424 345717 396,435,568 327,292 899
1,416,374,226 1,323,216, 183 876,917,811
2018 2017

Summarized statements of cash flows
Operating activities

1,086,939,090

1.058,253,844

Investing activities (9,004,907)  (352,972,946)
Financing activities (1,060,000,000)  (800,000,000)
MNet effect of exchange rate changes on cash and cash equivalents 25179 {8,223)
Net increase (decrease) in cash and cash equivalents 17,959,362 (94,727 325)

The principal place of business of KSA is at Administration Office, Shangri-La Plaza Mall, Edsa corner

Shaw Boulevard, Mandaluyong City.

{b) Shang Global City Properties, Inc.

2018

2017

Summarized statements of financial position
Current assets
Current liabilities

1,657,160,698
(1,818,647 B486)

3,953,025,285
(1,506,038,036)

Current net assets (liabilities)

{261,487,148)

2,047,887,249

Non-current assets
Non-current liabilities

10,800,893,831
(2,772,162,422)

11,061,060,452

{5,658,792 098)

Non-current net assets

8,028,731,409

5,402,267 454

Equity

7,767,244,261

7,450,154,703

Equity aftributable fo

Equtty holders of the Parent Company
NCI

4,660,346,556
3,106,897,705

4,470,092,822
2,980,051,881

7,767,244,261

7,450, 154,703

2018

2017

2016

Summarized statements of total
comprehensive income

Revenues

Cost of sales and services

Operating expenses

4,061,702,373

(2,830,396,604)

(803,393,266)

7,165,524 915

(4,437,370,645)

(850,267 458)

4,715,986,158
(2,983,7683,725)

(649,146,930)

Cther income (expenses), net 15,851,888 {151,671,145) {109,715,834)
Income before income tax 443,764,391 1,726,215,667 973,359,569
Provision for income tax {133,913,982) (516,525,165) {294 542 143)
Net income for the year 309,850,409 1,208 690,502 678,817,426
Other comprehensive income 7,239,149 195,406 -
Total comprehensive income 317,089,558 1,209,885 908 678,817,426




2018 2017 2016
Net income attributable to:
Equity hoiders of the Parent Company 185,910,245 725,814,301 417,996,943
NCI 123,940,164 483,876,201 278,664,629
309,850,409 1,209,890,502 696,661,572
Total Comprehensive income attributabie to:
Equity holders of the Parent Company 190,253,735 725,931,545 417,996,943
NCI 126,835,823 483,954,363 278,664,629
317,089,558 1,209,885 908 696,661,572
2018 2017
Suramarized statements of cash flows
Operating activities 2,896,350,545 6,046,520,5678
Investing activities {612,443 ,432) (711,652,376)
Financing activities (3,078,230,241) (4,390,745,685)
Net effect of exchange rate changes on cash and cash equivalents (17 623) (724,842)
Net increase (decrease) in cash and cash equivalenis (794,340,751) 943,397 775

No dividends were declared and paid by SGCPI in 2018 and 2017.

The principal place of business of SGCPI is at Crescenl Park West District, Fort Bonifacio Global City,

Taguig City.
Note 10 - Investment properties

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

follows:
Land Building Total
January 1, 2017 10,309,700,807 18,669,797,822 28,079,498,629
Gain (Loss) on fair value adjustment 1,482,231,724 (822,064,495) 660,167,229
Capitalized subsequent expenditures 2,223,950 465,078,635 487 302 585
Transfer to propetties held for sale - (6,765,000) (6,765,000)
December 31, 2017 11,794,156,481  18,306,046,962  30,100,203,443
Gain on fair value adjustment 814,449 087 65,545,190 879,994 277
Capitalized subsequent expenditures 45226 174 444 660,702 489 886 876

Addition through step-acquisition
(Note 8)

1,040,991.452

1,040,991.,452

December 31, 2018

13,694,823,194

18,816,252 854

32,511,076,048

The Group's investment properties located in Mandaluyong City and Makati City include pareels of
land and buildings held for office and retail leases and other parcels of land held for capital
appreciation. These properties are being leased out to third partics.

As at December 31, 2018 and 2017, the fair values of the properties are based on valuations performed
by an independent external appraiser engaged by the management. The valuation models are in
accordance with that recommended by the International Valuation Standards Committee.



The Group has no restrictions on the realizability of its investment properties and no contractual
obligations to purchase, construct or develop investment properties or for repairs, maintenance and

enhancements.

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

The following table presents the valuation techniques and unobservable key inputs used to value the
Group's building and land properties:

Range of
unobservable

Relationship of

Fairvalue as at  Valuation Unobservable inputs (probabilily -  unobservable inputs to
Property December 31, 2018 technique inputs weighted average) fair value
The Enterprise P10,595,776,000 Direct Rental vaiue P1.300 persquare  The higher the rental
Center (Office) (2017 P9,939,471,000  income mefer  value and occupancy
capitalizatian (2017-P1,182) rate, the higher the fair
Occupancy rate 94%  value.
(2017 - 97%)
Expense- 5.26% The higherthe
revenue ratio {2017 -5 44%) expense- ravenue
ratio and discount
Discount rate 9% rate, the lower the fair
N (2017 -9%)  value.
Main wing and P13,358,794,000 Direct Rental value P1,650 persquare  The higher the rental
eastwing of (2017 - P 13,106,577,628) income meter vaiue and occupancy
Shangri-La capitalization {2017 - P1,780) rate, the higher the fair
Plaza mall Occupancy rate g3es,  value,
(Retatl), (2017 - B0%)
including the Expense- 27% The higher the
land where the revanue ratio (2017 - 26%) expense- revenue ratio
property is Discount rate 9% and discount rate, the
located (2017 -9%) lower the fair value.

The fair values of the building and land properties are caleulated using the direct income capitalization
approach. In applying the direct income capitalization approach, the stabilized net operating income
(NOI) of each property is divided by an appropriate capitalization rate. Discount rate is based on actual
location, size and quality of the property and taking into account any available market data at the
valuation date. Stabilized NOI is computed at revenue less propeity operating expenses adjusted for
items such as average lease up costs, long-term vacaney rates, non-recoverable capital expenditures,
management fees, straight-line rents and other non-recurring items.

Generally, an increase in stabilized NOT will result in an increase in the fair value of an investment
property. An increase in the discount rate will result in a decrease in the fair value of an investment
property. The discount rate magnifies the effect of a change in stabilized NOI, with a lower discount
rate resulting in a grealer impact of a change in stabilized NOI than a higher discount rate.

The following are the significant unobservable inputs:

* Rental value average rental rate per square meter paid by tenants based on the asking price in the

markel;

+ Discount rates reflecting current market asscssments of the uncertainty in the amount and timing

of cash flows:



+ Occupancy rate based on current and expected future market conditions after expiry of any current

lease; and

¢  Expense - revenue ratio total direcl operating expenses for the entire pro perty based on budget.

The following table presents the valuation techniques and unobservable key inputs used to value the

Group's other land property:

Range of
unobservable

Relationship of
unabservable

Fair value asat  Valuation Unobservable inputs (probability - inputs to
Propeity December 31, 2018 technigue inputs weighted average) fair value
Land where P4,221,700,000 Market Comparable P298,246 per The higher the
the Edsa (2017 - comparison transactions square meter  comparable
Shangri-La, P4,076,856,000) appreach (2017 - P298,248) transactions, the
Manila is higher the fair
located value,

41.67%
(2017 - 33.33%)

Price adjustments

The higher the
price adjustments,

the lower the fair
value.

The fair values of Lhe Company’s other land properties are determined using the market comparison
approach. Under the market comparison approach, a property's fair value is estimated based on
comparable transactions adjusted for bargaining allowance, marketability, location, size and terrain.
The market comparison approach is based upon the principle of substitution under swhich a potential
buyer will not pay more for the property than it will cost to buy a comparable substitute property. In
theory, the best comparable sale would be an exact duplicate of the subject property and would
indicate, by the known selling price of the duplicate, the price for which the subject property could be
sold. The unit of comparison applied by the Group is the price per square meter (sgm).

The remaining investment properties relate to individually immaterial land and building properties
whose fair values have been determined in the prior years and are subject to reassessment in
accordance with the Group's accounting paolicy.

The amounts recognized in the consolidated statements of total comprehensive income for investment
properties for the years ended December 31 are as follows:

2016
2,892,405,273
(134,819,051)

2018
3,017,331,251
(246.,411,337)

2017
2,981,321,414
(222,938,433)

Rental and cinema revenue

Direct operating expenses -
Profit arising from investment properties
carried at fair value

2,770,819,914 2,758,382 981 2,757.586,222

Dirvect operating expenses include share in common expenses, real property taxes and insurance
expenses (Note 21).

There is no restriction on the realizability of investment properties or the remittance of income and
proceeds of disposal.

The Group has lease agreements with third parties covering the freehold buildings and their
improvements. The lease arrangements are either (a) fixed meonthly rent, or (b) minimum rent or a certain
percentage of gross revenue, whichever is higher,

Renlal income from percentage of gross revenue of lessees amounted to Pg52,052.008 in 2018
(2017 - P960,198,871; 2016 - P1,358,704,355).



Total future minimum lease collections under the cancellable operating lease with fixed monthly rental
as at December 31 are as follows:

2018 2017 20186
Within one year 2,120,510,423 2,203,229,772 2,199.215,514
After one year but not more than five years  2,470,938,530 2,055,699,322 2,228,336,404
More than five years 288,616,258 293,859,664 296,229 608

4,880,065,220 4,552,788,758 4,723781,528

Note 11 - Real estate development projects

Real estate development projects account includes construction cost related to SGCPI and TRDCI
which will be subsequently reclassified to either investment properties or property and equipment. In
making its judgment, the Group considers whether Lhe property generates cash flows largely
independent of the other assets held by the Group.

(a) SGCPI

As at December 31, 2016, the real estate development project account includes the construction cost of
the hotel and residences portion of SGCPI's Shangri-l.a at the Fort project. The construction cost of the
praject’s condominium units is classified as "construction in-progress” under properties held for sale
(Note 6). In 2018, additional cost of the hotel portion of the project amounting lo P2,836,522,171 was
incurred and subsequently reclassified to property and equipment account (2017 - P2,357,630,166)
(Note 13). The construction of the hotel and residences portion of Shangri-La at the Fort project was
substantially completed in 2018. Accordingly, as at December 31, 2018, this account includes only the
costs related to the retail portion of the hotel of the Shangri-La at the Fort Project.

{(b) TRDC!

As at December 31, 2018 and 2017, the real estate development project account includes the
construction cost of the retail portion of The Rise Makati Project. In 2018, additional cost of the project
amounting to P260,204,726 (2017 - P 188,621,655) was incurred and reclassified to this account from
“construction in-progress” under properties held for sale account (Note 6).

Note i2 - Financial assets at fair value through other comprehensive income, net/
Available-for-sale financial assels, net

Financial assets ai fair value through other comprehensive income (FVOCI), net as at December 31,2018
are presented below. These were classified as available-for-sale (AFS) financial assets as at

December 31, 2017. Note 34.2 explains the change in accounting policy and the reclassification of equity
investments from AFS to financial assets at fair value through other comprehensive income.

2018 2017

Unquoted 489,126,227 488,840,742
Quoted 9,101,515 7,407,000
498,227,742 496,247,742

Cumulative changes in fair value 284,168,254 16,945,000
782,385,906 513,192,742




Unquoted equity securities include unlisted shares of stock which were previously carried at cost. In
2018, these securities are measured at fair value. The fair values of the unquoted equity securities are
based on the net asset value of the underlying assets which are mainly investment properties consisting
of land and buildings which are measured and carried al fair value of underlying assets. The fair value
measurements have been categorized as Level 3 with the following significant unobsers able inputs in
the computation of the fair value of investment properties: (1) rental value average rental rate, (2)
discount rates, (3) occupancy rate, (4) expense - revenue ratio, and {5) comparable transactions
adjusted for bargaining allowance, marketability, location, size and terrain. The net asset value per
share of unquoted equity securities ranges from P1,043 per share to P465,053 per share,

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

The cumulative changes in fair values of unquoted and quoted equity shares are presented as part of
“other comprehensive income” in the consolidated statements of financial position.

The movements in the cumulative changes in fair value of financial assets at FVOCI/AFS financial
assets for the years ended December 31 are as follows:

2018 2017 2016
January 1, calculated under PAS 39 14,965,000 10,345,000 4,847 500
impact of PFRS 9 adoption 260,073,254 - -
Deferred income tax effect (39,572,738) - -
January 1, calculated under PFRS 9 235,465,516 10,345,000 4,847,500
Gain on fair value adjustment 9,130,000 6,600,000 7,853,571
244,595 516 16,945,000 12,701,071
Deferred income tax effect (1,369,500)  (1,980,000) (2,356,071)
December 31 243,226,016 14,965,000 10,345,000

Note 13 - Property and equipment, net

Details of property and equipiment, net, as at Deceruber 31 and their movements during the years are as
follows:

Fumiture,
fitures and
Building and building Transportaticn other
improvements equipment equipment Total
Cost
January 1, 2018 6,930,062,920 48,968,407 6,505,282 732 13,485,141,059
Transfer from real estate development
projecis (Note 11) 2,507,138,585 - 329,383 5682 2,836,522171
Additions 49,503,258 2,000,679 23,576,751 75,080,688
Disposals (62,916.000) {36) (6,451,334) (69,367 370y
December 31, 2018 9 424,585 767 50,888,050 6,851,791,731 16,327,376,548
Accumulated depreciation and amotization
January 1, 2018 714,183,515 26,609,598 796,613,528 1,537,406,641
Depreciation and amartization 328,973,908 6,318,756 706,306,833 1,041,599 497
Disposals - (36) (6,370,917 (6,370,953)
December 31, 2018 1,043,157 ,423 32,628,318 1,496,549,444 2,572,635,185




Furniture,

Buiiding and fixtures and
building Transportation cther
improvements equipment equipment Total
Cost
January 1, 217 5,989,809 742 44 928,027 5072182114 11,107,019,883
Transfer from real estate development
projects {Note 11) 940,460,898 - 1,417,169,268 2,357,630,166
Additions 499,280 9,757,736 32,051,000 42,308,025
Disposals . {3,099.458) (1,951.680) {5,051.138)
Witte-off - - (9,553.337) (9,553,337)
Reclassification - (2,597.898) (4,614.642) (7,212 540)
December 31, 2017 6,930,869 820 48,988,407 6,905,282.732 13,485,141 ,059
Accumulated depreciation and amortization
January 1, 2017 484,034,415 29,757,361 145,397,678 659,189,454
Depreciation and amortization 230,149,100 2,549,591 665,333,599 898,032,690
Disposals - (3,099.458) (184,967) (3,284,425)
Wirite-off - B (9.553.337) (9,553,337)
Reclassification - (2,597.896) (4,379.845) {(6,977.741)
December 31, 2017 714,183,515 26,609,598 796,613,528 1,537 406 641
Net book values at
December 31, 2017 6,216,686,405 22,378,809 5,708,669,204 11,847,734,418
December 31, 2018 8,381,438,344 18,060.732 5,355,242 287 13,754,741 363

Building and building improvements include land rights which pertain to the share of SGCP] in the
land where the construction project was constructed after deducting the rights allocated to
condominium unit owners.

Depreciation and amortization charged as part of cost of hotel operation (Note 21) and operating
expenses as shown in the consolidated statements of total comprehensive income amounted to
P1,018,566,761 and P23,032,736, respectively (2017 - P877,576,286 and P20,456,404, respectively),
Depreciation and amortization for the year ended December 31, 2017 was adjusted to the appropriate
asset class but did not impact the total net book values as at December 31, 2017.

As at December 31, 2018, the Group has fully depreciated property and equipment still in use with
acquisition cost of P90,075,116 (2017 - P83,376,169).

There are no restrictions on the Group's title on property and equipment and no property and
equipment were pledged as security for liabilities.

Note 14 - Goodwill

Goodwiil acquired througl business combinations amounting to P269,870,864 has been allocated to
SGCPI, the CGU, for impairment testing.

The recoverahle amount of the CGU has been hased on value in use caleulation using cash flow
projections from financial budgets approved by management covering a five-year period. The pre-tax
discount rate applied to cash flow is 8.00% (2017 - 9.00%). Cash flows beyond the five-year period are
extrapolated using a steady growth rate of 4.30% (2017 - 4.50%), which does not exceed the compound
annual growth rate for the real estate industry. As a result of the analysis, management did not identify
impairment for this CGU.



The calculations of value in use for the CGU are most sensitive to the following assumptions:

» Discount Rates - Discount rate represents the current market assessment of the risks specific to the
CGU, taking into consideration the time value of money and individual risks of the CGU that have
not been incorporated in the cash flow estimates. The discount rate is derived from its weighted
average cosl of capilal (WACC). The WACC takes into account both debt and equity. The cost of
debt refers to the effective rate the Group pays on its debt. It is derived from BSP's average
long-term interest rates on loans and diseounts granted by local banks, universal banks
subsidiaries of foreign banks, and foreign banks operating in the Philippines. The cost of equity is
derived from the expected return on investment. The rates used to discount the future cash flows
are based on risk-free interest rates in the relevant markets where the CGU operates. The beta
factors are based on publicly available market data, Adjustments to the discount rate are made to
factor in the specific amount and timing of the future tax flows in order to reflect a pre-tax discount
rate.

* Terminal growth rate - Rates arc based on published industry research.

The following assumptions are also considered in the caleulation of value in use of the CGU:

*  Gross margins - Gross margins are based on average values achieved in one to five years preceding
the beginning of the budget period from other similar affiliated entities.

* Market share assumptions - When using industry data for growth rates (as noted above), these
assumplions are importanl because management assesses how the unit's position, relative to its
competitors, might change over the forecast period. Management expects its share of the real
estate market to be stable over the forecast period.

With regard to the assessment of valtue in use of the CGU, management believes that no reasonably
possible change in any of the above key assumptions would cause the carrying value of the property to

exceed its recoverable amount.

Note 15 - Other non-current assets

Other non-current assets as at December 31 consist of:

Note 2018 2017
Deposit for a future project 250,295,000 -
Refundable deposits 76,104,635 86,434,310
Deferred input VAT 29,001,280 40,213,121
Refirement asset 25 13,009,973 20,699,073

368,410,888 147,446,504

On March 28, 2018, the Parent Company entered into a Memorandum of Agreement with a third party
to purchase a parcel of land located along Shaw Boulevard in Mandaluyong City for development and
other activilies to create a real estate property intended for future lease or sale. As at December 31,2018,
the Parent Company has deposited 50% of the total purchase price amounting to P500.50 million to the
third party. The remaining 50% shall be paid by the Parent Com pany not later than July 1, 2019,
wherein the third party will execute the corresponding deed of absolute sale and will turn over the
original owner's duplicate copy of the transfer certificate of title to the Parent Company.

Refundable deposits are cash paid by the Group for construction of condontinium units and deposits to
utility companies which are expecied to be returned after a specified period of time, or when certain
conditions are satisfied,



Deferred input VAT represenis non-current portion of VAT arising from the purchase of capital goods
on credit.

Note 16 - Accounts payable and other current liabilities

Accounts payable and other current liabilities as at December 31 consist of:

Notes 2018 2017
Trade;
Accounts payable 644 928 182 654 473,764
Advance rental 30 132,235,230 93,057,078
Accrued expenses:
Construction 260,254,805 381,284,081
Taxes 228,412,001 238,673,990
Employee benefits 138,224,376 64,723,722
Titling cost 121,120,927 87,291,327
Outside services 80,883,579 68,989,032
Utlities 73,884,450 58,852,919
Repairs and maintenance 45 879,025 48,846,294
Interest 17 34,220,895 28,922,784
Commission 33,014,919 36,917,194
Professional fees 26,149,240 8,416,360
Advertistng and promotion 16,347,158 3,141,785
Others 89,263,015 79,005,600
Excess hillings over revenue 5 - 1,308,68989,223
Customers' deposits from.
Hotel guests 546,195718 550,766,149
Condominium sales 233,525,789 148,137,539
Retention payables 929,513,282 984,082,288
Reservation payables 657,102,989 392,477 103
Advances from condeminium unit buyers 260,067,135 257,124,456
Construction bonds 60,762,162 59,805,438
Payable to contractors and suppliers 44,097,825 44 097,825
MNon-trade,
Deferred output VAT 257,355,410 216,408,620
Payable fo government agencies 140,261,434 41,033,828
Payable to related parties 28 113,350,775 145,378,679
Output VAT 52,466,842 55,477,380
Others 172,276,475 59,164,739

5391,793,728  §,110,250,197

Accounts payable and accrued expenses are non-interest bearing and are normaily settled within 3oto
60 days and within the next financial year, respectively.

Advance rental pertains to the three-month rent eollected from tenants to be applied to the last
3-month period of the lease term.

Excess billings over revenue represents excess of collections from buyers over the related revenue
recognized based on the percentage of completion method. In 2018, the Group recognized revenue
from condominium sales arising from excess billings over revenues in 2017.

Customers’ deposits from condominium buyers represent collections from buyers and will be applied to
the receivable balance upon notification of the buyer to the Group while deposits from hotel guests are
advances made by guests in relation to their stay in the hotel and will be applied against the guests'
hotel charges upon their check-out.



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

Advances from condominium unit buyers pertain to the amounts received in advance from the
condominiuim unit buyers of TSFSP, OSP, SSP and The Rise Makati for utilities, maintenance, and
repairs of common areas. These will be paid to the condominium corparation of the respective projects
when demanded,

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

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

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

Deferred output VAT is the result of the difference in the application of installment method between
the accounting policy of the Group and the tax regulations. It will be reclassified to output VAT payable
when the collections from condominium unit buyers warrant recognition of revenue.

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

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

Other acerucd expenses consist of aceruals for advertising and promotions, insurance, other employce

related cost and other general and administrative expenses. Other eurrent liabilities pertain mainly to
taxes and insurance.

Note 17 - Bank loans

Bank loans as at December 31 consist of:

2018 2017
Current portion

Parent Company 1,833,333,333 533,333,333
SLPC - 50,000,000
1,833,333,333 583,333,333

Non-current portion
SGCPI 2,683,027 491 5,563,639,370
Parent Company 1,466 666 667 2,000,000,000
SLPC 212,500,000

4,149,694,158 7.776,139,370

5,983,027,491 8,359,472,703




Movements in the bank loans as at December 51 are as follows:

2018 2017
Beginning of year 8,359,472,703 13,036,126,360
Amortized debt issue cost 10,638,121 12,929,676
Proceeds from loan availment, net of unamortized debt issue costs 1,300,000,000 -
Payments (3,687,083,333) {4,689 583,333)
End of year 5,983,027 491 8,359.472,703

Tolal inferest expense arising from these loans as shown in the consolidated statements of total
comprehensive income in 2018 amounted to P328,088,762 (2017 - P311,826,531: 2016 - P248,358,334)
(Note 24). Total capitalized interest amounted to P2,852,850 in 2018 and was included as part of
“construction in-progress” under properties held for sale account (2017 - P70,872,328;

2016 - P163,113,889) (Note 6). The capitalization rate used lo determine the amount of capitalized interest
which is the weighted average interest rate applicable to the Group's general borrowin gs during the vear is
3.80% (2017 - none applicable io specific borrowings).

Movements in the accrued interest recorded as “accrued expenses” under accounts pavable and other
current liabilities account for the years ended December 31 are as follows:

Note 2018 2017
Beginning of year 28,922,784 36,015,942
interest expense 24 328,088,762 311,826,531
Payments (322,790,651) (318,919,689)
End of year 16 34,220,895 28,922,784

{a) Parent Company

On July 30, 2012, the Parent Company obtained a 10-year loan facility from a local banl amounting 1o
P5.00 billion payable in 24 equal quarterly installinents, commencing on the 17th quarter from the
initial borrowing date at a fixed interest rate of 4.00% per annum for the three years effective
September 17, 2015,

Mareover, the loan agreement requires the Parent Company to comply with certain covenants and
financial ratios, until the loans are fully paid. Failure to comply with the covenants will render the full
amount of Joans due and demandable. As at December 31, 2018 and 2017, the Parent Company is in
compliance with the covenants.

On April 13, 2018, the Parent Company oblained a 6-month loan from another local bank amounting to
P800 million payable on October 10, 2018 at a fixed rate of 3.8% per annum, to be repriced every 30 to
180 days as agreed by the parties. On October 10, 2018, the loan was extended for 3 months payable on
January g, 2019 at fixed interest rate of 5.25% per annum. On January g, 2019, the loan was extended
for another 6 months payable on July g, 2019.

On July 31, 2018, the Parent Company oblained anolher 6-month loan from a local bank amounting to
P500 million payable on January 31, 2019 at a fixed rate at 4.50% per annum. On January 31, 2019,
the loan was extended for 6 months payable on July 31, 2010.

Total drawdown from the above facility amounted to P3.70 billion as at December 31, 2018
(2017 - P3.20 billion).



Interest expense charged to profit or loss fromn the above bank loans amounted to P135,308,807 in
2018 (2017 - P114,661,901; 2016 - P128,055,324). Acerued interest as at December 31, 2018 amounted
to P18,737,135 (2017 - P13,663,900) (Note 16). Total capitalized interest amounted to P2,852,850 in
2018 and was included as pact of “consleuction in-progress” under properlies held (ur sale account
(2017 - nil) (Note 6).

(b) SGCPI

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

The principal amount of the loan shall be payable in 24 equal quarterly consecutive installments
commencing on the 17th quarter from the initial drawdown, with the last installments in an amount
sufficient to fully pay the loan. Interest shall be paid on each interest payment date for the relevant
interest period based on three-month treasury bill rate as published in the Bankers Association of the
Philippines Peso Bloomberg Valuation (PHP BVAL), previously Philippines Dealing System Treasury
Reference Rates - 2 (PDST-R2). The interest shall be based on the higher between the PHP BVAL rate
plus spread of 0.75% per annum and the Bangko Sentral ng Pilipinas (BSP) overnight borrowing rate
minus spread of 0.95% per annum. The Company has the option to prepay the principal amount and to
fix the interest rate. Further, the Company is required to maintain a ratio of debt to tan gible net worth,
not exceeding 2.5:1. As at December 31, 2018 and 2017, SGCPI isin compliance wilh the requirements
of the loan agreement.

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

Subject to the negative covenants of the loan, from and after signing the loan agreement and for aslong
as the loan is outstanding, SGCPI, without the prior written consent of the bank, shall not declare or
pay dividends to its shareholders (other than dividends payable solely in shares of its capital stock) if
payment of any sum due the bank is in arrears and shall not enter into any consolidalion or merger,
except when in such consolidation or merger, SGCPI is the surviving entity.

On October 16, 2015, the parties executed an agreement to amend the spread rate from seventy-five
basis points (0.75%) to eighty-five basis points (0.85%).

On July 27, 2016, the parties agreed to amend the commitment period of the agreement which pertains
to the period from the date hereof to and including the earliest of (i) July 29, 2016, (ii) the date of the
commitment is fully availed by SGCP! or (iii) the date of the commitment terminates in accordance
with the terms of the amended agreement.

On September 16, 2016, the parties executed an amendment to the definition of the repayment date,
repayment provision, prepayment provision and repayment schedule. SGCPI shall repay the loan in 21
quarterly consecutive installments commencing on the 20th quarter from the initiai drawdown with the
last installments in an amount sufficient to fully pay the loan.

In 2017, the Company paid a total of P4.12 billion composed of P1.72 billion payment for current
portion of the loan duc in 2017 and P2.40 billion prepayment to be applied to the subsequent
instaliments. In 2018, the Company paid P2.89 billion prepayment to be applied ta the subsequent
installments.



The loan is subject to a front-end fee of 25 basis points (0.25%) of the total principal amount, The
front-end fee is considered a transaction cost, which is allocated based on each drawdown and
amortized using effective interest rate. Debt issue costs also include the documentary stamp tax paid
by SGCPI for each drawdown. Average floating interest rates is 5.40% in 2018 and 3.93% in 2017.

Total finance cost arising from this loan, including amortization of transactions costs, amounted to
P188,978,167 in 2018 (2017 - P258.810,380; 2016 - P271,775.503). Capitalized interest ¢xpense for the
year ended December 31, 2018 amounted to nil (2017 - I’70.872,328; 2016 - P163,113,889 and were
included as part of “construction in-progress” under properties held for sale account) (Note 6). Interest
expense for this bank loan as charged to profit or loss amounted to P188,978,167in 2018

(2017 - P187,038,052; 2016 - P108,661,614).

Accrued interest as at December 31, 2018 amounted to P13,6:30,758 (2017 - P13,405,882) (Note 16).
(¢) SLPC

On November 5, 2012, SLPC obtained an unsecured 10-year loan facility from a local bank amounting
to P1.40 billion to partially finance its mall redevelopment program with interest based on the higher
between the PDST-Rz rate plus 0.75% per annum and the BSP overnight borrowing rate. The loan is
payable in 24 equal quarterly installments commencing on the 17th quarter from the initial borrowing
date and is subject debt-to-equity ratio of 3:1and debt coverage ratio of not lower than 1.2. As at
December 31, 2017, SLPC is in compliance with the covenants. On January 15, 2018, SLPC paid in full
the remaining balanee of the loan amounting to P262,500,000.

Interest expense from this bank loan as charged to profit or loss amounted to P3,801,788 in 2018
(2017 - Pg9.226,488: 2016 - P10,741,396). Accrued interest as at December 31, 2018 and zo17
amounted to P1,853,002 (Note 16). No inlerest on this loan was capitalized for the years ended
December 31, 2018 and 2017.

The repayments of the above bank loans are scheduled as follows:

_Year 2018 2017

2018 - 583,333,333

2019 1,833,333,333 2,297,916,667

2020 1,023,333,334 2,250,000,000

2021 2,200,000,000 2,250,000.000

2022 943,333,333 993,333,333

2023 - 12,500,000

§,000,000,000 8.387,083,333

Unamartized debt issue cost (16,972,509 (27,610,630)

5.083,027,491

8,359,472,703




Note 18 - Deposits from tenantg

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

loss.

Details of deposits from tenants as at December 31 and their movements during the years are as

follows:

2018 2017

January 1, at face value 1,161,131,772 1,096,765,775
Net additions 10,773.150 64,365,997

December 31, at face valug 1,171,904,922 1,161,131,772

Day 1 differance (77,921,439) {56,864,749)

1,093,983,483 1,104,267 023

Current portion 503,462,220 506,636,400

Non-current portion 590,521 263 597,630,623

1,093,983,483

1,104,267,023

Details of deferred lease income as at December 531 and its movement during the vears are as follows:

2018 2017

January 1 54 348 866 41,471,431
Additions 50,948,611 46,665,098
Amortization {30,434.,852) (33,787 ,663)
December 31 74,862 625 54,348 866
Current portion 33,518,985 28,137,086
Non-curreni portion 41,343,640 26,211,780
74,862,625 54,348,866

The movements in the day 1 difference on deposits from tenants are as follows:

Note 2018 2017

Beginning of year 56,864,751 29,350.427
Additions 50,867,175 46,665,098
Accretion as interest expense 24 (29,810,487) (18,159,774}
End of year 77,921,439 56,864,751




Nole 19 - Egunity

(a) Share capital, share premium and treasury shares

Details of share capital and share premium at December 31, 2018 and 2017 are as follows:

Shares Amount
Authorized, at P1 par value per share
Common shares §,000,000,000 §,000,000,000
Issued and outstanding shares
Common shares 4,764,058,982 4,764,058,982

834,439,607
5,598,498,589

Share premium -
4,764,058,982

In 2007, the Board of Directors approved the redemption of 2,140,645 common shares at redemption
price of P3.20 per share or a tfotal of P6,850,004 and the amount is presented as treasury shares in the
consalidated statements of financial position.

The Parent Company is listed in the Philippine Stock Exchange. It was registered on June 13, 1991 with
total listed shares of 4,764,058,982 which was initially issued at P1.18 per share. As at December 51, 2018,
the Parent Company has 5,231 shareholders (2017 - 5,298). The details of the Parent Company’s
shareholders are disclosed in the annual report.

(b) Retained earnings
As at December 31, 2018, total unrestricted retained earnings amounted to P21,510,450,262
(2017 - P19,428,808,658). Further, SGCPI is restricted to declare or pay dividends for as long as its

bank lean is outstanding (Note 17).

Note 20 - Dividends

The Parent Company annually declares dividends in compliance with SEC Memorandum Circular
No. 11, Series of 2008. The Parent Company's Board of Directors approved Lhe declaration of the
following cash dividends for the years ended December 31:

Shareholders of

Date of declaration record as at Payment date Total Per share
2018
March 15 March 31 April 14 597,352,351 0.126
September 4 September 19 September 28 333,334,235 0.070
930,686,586 0.198
2017
March 4 March 31 April 7 452,382,432 0.095
September 14 September 15 September 22 333,334,424 0.070
785,716,856 0.165
2016
March 27 March 21 April 8 452,382,432 0.095
August 18 September 30 October 7 333,334,424 0.070
785,716,856 0.185




As of December 31, 2018, dividends payable presented in Lhe consolidated statements of financial
position pertains to dividends declared by Parent company atlributable to its shareholders amounting

to P42,683,650 {2017 - P37.515,266).

Movements in dividends payable as at December 31 are as follows:

2018 2017
Beginning of year 37,515,266 33,035,177
Declaration 930,686,586 785,716,856
Payment (925,518,202) (781,236,767)
End of year 42,683,650 37,515,266

Cash dividends paid during 2018 include payment to non-controlling shareholders of subsidiaries
amounting to P317,576,000 at P877.56 per share (2017 - P239,680,000 at P662.30 per share).

Note 21 - Cost of sales and services

The components of cost of sales and services for the vears ended December 31 are as follows:

{u) Cost of condominium sales

Note 2018 2017 2016
TRDCI 2,176,060,519 1,178,857,604 350,416,084
SPDI 445,522 327 1,174,023,598 1,291,430,512
SGCPI 307,348,423  2,256,804,942 1,542,783,027
SPRC 38,888,875 113,615,246 320,937,935
Parent Company 32,741,079 3,525,278 550,279
6 3,000,561,223 4,726,826 668 3,506,117 817

(b) Cost of rental and cinema
Note 2018 2017 2016
Share in common expenses 157,116,180 138,121,538 56,610,856
Taxes and licenses 54,233,974 56,139,021 55,753,451
Insurance 35,061,183 28,677,874 22,454 744
10 246,411,337 222,938,433 134,819,051

SLPC collects reimbursements from tenants, based on either a fixed amount or a percentage of sales,
for the tenants' share in the costs of utilities, janitorial, security and other expelnses on COIon areas
shared by SLPC and the tenants. SLPC also colleets reimbursements from the tenants for the actual
costs of utilities, repairs and maintenance used by the tenants in their leased arcas. The remaining
expenses pertain to SLPC’s share in the common expenses and accordingly reported as cost of rental.



The details of SL.PC’s share in common expenses for the years ended December 31 are as follows:

2018 2017 2016
Light, power and water 331,145 179 299,675,199 279,444,765
Janitorial, security and other services 123,630,177 113,180,741 103,727,472
Advertising and promotions 98,928 837 103,393,284 68,726,844
Repairs and maintenance 96,294 917 82,560,170 58,371,718
Tenants' reimbursements (492,882 930) (460,687 ,856) (453,660,043)
157,116,180 138,121,538 56,610,856
(¢} Cost of hotel operafinm
Note 2018 2017 2016
Cepreciation and amortization 13 1,018,566,761 877,576,286 475,420,391
Food and beverages 777,858 510 702,255,544 334,834,659
Utilities and maintenance 552,319,514 435,889,082 184,527 496
Staff costs 306,053,518 298,958,752 333,298 462
Property tax and insurance 21,569,070 141,399,639 20,623,721
Supplies 84,914,282 83,000,022 79,739,022
Pre-operating expenses - - 9,311,823
Others 262,501,940 119,569 335 21,792,086
3,023,783 595 2,658,648,660 1,459 547 660

Note 22 - Staff costs

The components of staff costs for the years ended December 31 are as follows:

Note 2018 2017 2016

Salaries and wages 350,786,180 355,720,814 416,319,535
Employee benefits 37,893,004 30,933,766 55,850,379
Retirement benefit costs 25 38,161,019 50,603,555 20,259,547
Cthers 11,431113 5,147 749 19,806,545
428,271,316 442 405,884 512,236,006




Note 23 - Other general and administrative expenses

The components of other general and administrative expenses for the years ended December 31 are as
follows:

Note 2018 2017 2016
Advertising and promotions 303,477,508 240,698,352 165,521,602
Professional fees and outside services 80,019,619 82,012,183 128,988,350
Janitorial, security and other services 41,819,127 35967775 39,724,112
Commission 16,262,426  82173,030 45,474,436
Utilities 11,225,895 10,831,838 14,066,688
Telephone and communication 10,287,372 8,754,609 12,565,373
Transportation and travel 8,778,876 7,265705 7,857,571
Provision for doubtful accounts 5 8,468,256 5,178,302 -
Carpark 6,922,036 5,986,656 8,521,057
Supplies 6,618,499 6,298,191 8,588,962
Condominium dues 6,045,247 39,352 930 7,935,789
Repairs and maintenance 5,505,975 10,538,294 5,152,399
Systems license and maintenance 4,125,172 3,466,343 2,840,987
Entertainment, amusement and representation 3,054,537 2,940,185 3,296,553
Membership fees and dues 2,920,660 4,289,307 5,933,789
Gas and oil 2,400,056 1,846 199 1,506,317
Reproduction charges 1,083,391 1,346,288 8,212,561
Rent 35,614 198,404 5,457,321
Others 1,079,721 21,627,380 37,504,893

520,129,887 570,771,981 509,238,760

Taxes and licenses pertaining to payment for business taxes, permits, real property taxes, documentary
stamp taxes and other taxes incurred by the Group in 2018 amounted to P203,394,325

(2017 - P188,172,168; 2016 - P162,808,235) as shown in the consolidated statements of total
comprehensive income.

Nole 24 - Interest income, olher income, and interest expense and bank charges

The components of interest income, other income, and interest expense and bank charges for the years
ended Deecember 31 are as follows:

(a) Interest income

Notes 2018 2017 2018

Interest on:
Installment contracts asset 5 127423327 157,547,654 196 576,865
Cash in banks and cash equivalents 3 54,619,455 69,013,073 97,982,376
Overdue accounts from tenants 8,786,113 4,491,352 5,345,789

190,828,895 231,052,079 259,905,030




(b) Other income

Note 2018 2017 2016

Gain (Loss) on sale of property and

equipment 206,643,583 (986,953) 1,430,479
Income from reversal of liabilities 63,974 806 - 8,926,103
Dividend income 48,440 301 63,880,748 40,551,885
Administration and management fee 18,732,446 19,797,621 20,808,497
Customer lounge fee 9,622,218 8,759,036 7871217
Signage fee 6,681,893 6,003,850 5,532,434
Income from back-out buyers 4,867,806 21,334,380 7,680,876
Service revenue 4,438,616 2,820,524 3,104,115
Banner income 4,258,589 5,137,357 5,386,818
Faorfeited security deposits 1,943,015 2,876,637 19,577,468
Interest and penalty for overdue accounts 869,109 5,053,570 4,480,833
Revenue (Loss) from ancillary services (2,321,947) 1,894,036 849,657
Gain (Loss) on fair value adjustments of

financial assets at fair value through

profit or loss 4 (4,545,027) 14,247,505 (2,284,599)
Cther rental revenue 2,500,000 2,130,089 2,449,690
Cthers 8,451,105 12,275,209 2,936,268

374,556,513 165,323,609 129,401,741

In November 2018, SGCPT sold its land rights with carrying value of P62,916,000 to a third party for a
total consideration of P269,640,000 resulting in a gain of P206,724,000.

(c) Interest expense and bank charges

Notes 2018 2017 2016
Interest expense on bank loans 17 328,088,762 311826531 248,358,334
Accretion of deposits from tenants 18 29,810,487 19,159,774 24,214 898
Bank charges 842,480 976,558 920,794

358,741,709 331,862 863 273,494,026

Note 25 - Accrued emplovee benefits

Accrued employee benefits as at December 31 consist of:

2018 2017 2016
Retirement benefits 57,052,807 52,214,078 28,131,846
Other employee benefits - 12,835,285

57,052,807 52,214,078 41,067,131

Accrued employee benefits pertain to liability for relirement, leaves and other related benefits expecled
to be settled more than twelve months after the end of the annual reporting period. Retirement asset
amounting to P13,009,973 as at December 31, 2018 (2017 - P20,699,073) (Note 15), is not offset
against the retirement liability as the retirement liabilities within the Group shall be settled on a per
entity basis.



Refirement benefits

The Group, except SGCPI, has a funded, non-contributory defined benefit plan, providing death,
disability and retirement benefits for all of its regular employees. In 2016, SGCPI started an unfunded
non-contributory defined benefit plan. Under the plan, the normal retirement age is 60 vears old and
completion of at least five years of service. Normal relirement benefit consists of a lump sum benefit
equivalent to 100% of the employee's final pay for every year of service.

The funds are administered by a trustee bank under the supervision of the Group’s Treasury
Department. The trustee bank is responsible for investment of the assets. The Pension Fund Board
defines the invesiment strategy as ofien as necessary, at least annually, especially in the case of
significant imarket developments or changes to the structure of the plan parlicipants. When defining
the invesiment strategy, il lakes into account the plans objectives, benefil obligations and risk capacity.
The investment strategy is defined in the form of a long-term target structure (investment policy).

The retirement benefit obligation is determined using the “Prajected Unit Credit Cost” (PUC) method.
Under the PUC method, the annual normal cost for the portion of the retirement is determined as the
amount necessary to provide for the portion of the retirement benefit accruing during the year.

The actuarial present value of the retirement benefit obligation under the plan is measured in terms of
actuarial assumptions for discount rate, salary increases, retirement rates and mortality using the 2017
Philippine Intercompany Mortality Table. The discount rates used is a single weighted average rate
based on rates as published in the Bankers Association of the Philippines Peso Bloomberg Valuation
(PHP BVAL) at various tenors as of December 7, 2018. Rate for intermediate durations were
interpolated. The rates were then weighted by the expected benefit payments at those durations to
arrive at the single weighted average discount rate.

The plan typically exposes the Group to actuarial risks such as investment risk, interest rate risk,
longevity risk and salary risk.

a) mvestment risk

The present value of the defined benefit plan liability is calculated using a discount rate determined by
reference to high quality corporate bond yields; if the return on plan asset is below this rate, it will
create a plan deficit. Currently the plan's investments are in the form of investments in debt
instruments and cash deposits to universal and commereial banks. Due to the long-term nature of the
plan liabilities, the board of the pension fund considers it appropriate that a reasonable portion of the
plan assets is invested in investments in debt instruments and cash deposits to universal and
commercial banks.

b) Interest rate risk

The present value of the defined benefit obligation is determined by discounting the estimated future
cash outflows using single weighted average rate based on PHP-BVAL rates. A decrease in rate will
increase the defined benefit obligation. Hence, the present value of defined benefit obligation is
directly affected by the discount rate to be applicd by the Group. However, the Group believes that due
to the long term nature of the pension benefit obligation, the investment holdings of the planisan
appropriate clement of the Group’s long term strategy to manage the plan efficiently.



¢) Longevity risk

The present value of the defined benefit plan abligation is calculated by reference to the best estimate
of the mortality of plan participants both during and after their employinent. An increase in the life
expectancy of the plan participants will increase the retirement benefit obligation

d) Salary risk

The present value of the defined benefit plan obligation is calculated by reference to the future salaries
of plan participants. As such, an increase in the salary of the plan participants will increase the
retirement benefit obligation.

The management performed an Asset-Liabilitv Matching Study (ALM) annually. The overall
investment policy and strategy of the Group's defined benefit plans is guided by the objective of
achieving an investment return which, together with contributions, ensures that there will be sufficient
assets to pay retirement benefits as they fall due while also mitigating the various risk of the plans. The
Group's current strategic investment strategy mainly consists of treasury notes and bonds accounting
for 9% of the total plan assets.

The Group actively monitors haow the duration and the expected yield of the investments are matching
the expected cash outflows arising from the pension obligations. The Group has not changed the
processes used to manage its risks from previous periods. The Group does not use derivatives to
manage its risk. Investments are well diversified, such that the failure of any single investment would
not have a material impact on the overall Jevel of assets.

The Group’s plan assets consist of investient in debt instruments and cash in banks. The Group
believes that equities offer the best returns over the long term with an acceptable level of risk.

The actuarial valuation of the Group’s retirement plan was performed by an independent actuary. The
latest actuarial valuation report prepared was for the year ended December 31, 2018, The principal
assumptions used by the actuary for the years ended December 31 are as follows:

2018 2017 2016
Discount rate 7.29% 5.29% 5.49%
Salary increase rate 5.00% 3.50% 3.13%

The amounts of retirement benefit assets and liabilities recognized in the consolidated statements of
financial position as part of “other non-current assets” and "accrued employee benefits” are as follows:

Retirement asset
2018 2017
Fair value of plan assets (170,907,700) (164,305,601)
Present value of defined benefit obligations 157,897,727 143,606,528
Retirement benefit asset (13,009,973) (20,699,073}
Retirement liability
2018 2017
Fair value of plan asseis (10,052,475) (10,185,756)
Present value of defined benefit obligations 67,105,282 62,395,534

Retirement benefit liability 57,052,807 52,214,078




The summary of the total defined benefit obligation and fair value of plan assets as at December 31 are
as follows:

2018 2017

Fair value of plan assets (180,960,175)  (174,491,357)
Present value of defined benefit obligations 225,003,009 206,006,362
44,042,834 31,515,005

The movements in the remeasurement loss on defined benefit obligations under other components of
other comprehensive income as shown in the consolidated statements of financial position for the years
ended December 31 are as follows:

I _ _ B ;8 2017
January 1 (34,982,361) (15,732,641)
Remeasurements (2,991,645) (19,249,720)

(37,974,006) (34,982,361)
Deferred income tax effect 15,331,403 10,494,708
December 31 (22,642,603) {24 487 653)

Below is the analysis of the movements in the relirement benefit obligation for the years ended
December 31:

2018 2017
Beginning of year 31,515,005 19,908,636
Remeasurement loss 2,991,645 19,249,720
Contributions (8,408,257) (20,716,867)
Benefits paid directly by the Group (20,215,578) (37,530,039)
Retirement expense 38,161,019 50,603,555
End of year 44,042,834 31,515,005

The components of retirement expense for the years ended December 31 recognized in the consolidated
statements of total comprehensive income included under staff costs account are as follows:

Note 2018 2017 2016
Current service cost 27,435,307 48,655,224 19,402,598
Net interest cost 1,004,454 1,948,331 856,949
Net acquired obligation arising from
transfer of employees 8,721,258

Pension expense 22 38,161,019 50,603,555 20,259,547




Changes in the present value of the defired benefit obligation for the years ended December 31 are as

follows:

, ~ 2018 2017
January 1 206,006,362 170,981,367
Interest cost 10,108,697 9,048,423
Current service cost 27,435,307 48 655,224
Net acquired obligation 9,721,258 -
Benefits paid directly by the Group {20,215,578) (37,530,039)
Remeasurement (gains) losses from:

Experience adjustments (9,333,281) 13,077,326
Change in demographic assumptions (981,534) 1,434,702
Changes in financial assumptions 2,261,778 339,359
December 31 225,003,009 206,006,362
Changes in the fair value of plan assets for the years ended December 31 are as follows:
2018 2017
January 1 174,491,357 151,072,731
Interest income 9,104,243 7,100,092
Losses on return on plan assets {11,044 ,682) (4,398,333)
Contributions 8,408,257 20,716,867
December 31 180,960,175 174 491,357

Apart from the benefit payments to certain qualified employees advanced by the Group and the
contributions to the plan as presented above for the years ended December 31, 2018 and 2017, the

Group had no other transactions with the plan.

Details of plan assets as at December 31 are as follows:

2018 2017

Cash in banks 246 603 18,376
Invesiments in debt instrumenits;

Treasury notes and bonds 172,035,531 153,250,414

Corporate notes and honds 8,678,041 21,222,567

180,960,175 174 491 3587

At December 31, 2018 and 2017, the Group's plan assets (investment in debt instruments) are
determined by reference to published price quotations in an active market {classified as Level 1 in the

fair value hierarchy).

There are no plan assets invested in related parties as at and for the years ended December 31, 2018

and 2017.

Expected contribution to post-employment benefit plans for the year ending December 31, 2019

amounts to P34,055,085.

The weighted average duration of the defined benefit obligation is 14.47 vears.



Expected maturity analysis of undiscounted retirement henefits as at December 31 are as follows:

2018 2017
Less than a year 60,803,691 56,186,560
Between 1 and 5 years 104,928,605 218,270,819
Over 5 years 836,652,689 626,593,866

1,002,384 985 901,051,245

The sensitivity of the defined benefit obligation to changes in the weighted principal assumptions are as
follows:

Increase (Decrease)

2018 2017
Discount rate
Increase by 1.0% (95,608,619) (11,395,936)
Decrease by 1.0% 104,372,543 12,997 269
Salary increase rate
Increase by 1.0% 105,739,305 14.673,336
Decrease by 1.0% (95,538, 437) {13,084,027)

The sensitivity is based on a change in an assumption while holding all other assumptions constant. Tn
practice, this is unlikely to oceur, and changes in some of the assumptions may be correlated. When
calculating the sensitivily of the defined benefit obligation to significanl actuarial assumptions, the
same method {present value of the defined benefit obligation caleulated with the projected unit credit
method at the end of the reporting period) has been applied as when calculating the retirement benefit
asset/liability recognized within the consolidated statements of financial position. The methods and
types of assumptions used in preparing the sensitivity analysis did not change compared to prior years.

Note 26 - Income taxes

Income tax expense for the years ended December 31 follows:

2018 2017 2018
Current 834,860,295 1,225,631,267 923,189,699
Deferred 436,901,272 238,897,989 281,027,849

1,271,761,567 1,464,529,236  1,204,217,548




Deferred income tax assets and liabilities as at December 31 consist of:

2018 2017
Deferred income tax assets:
Difference in profit, installment method versus POC
method 87,888,722 127,704 918
Advance rental 95,779,487 89,662,866
Accrued expenses 66,682,834 57,976,008
Deferred lease income 49,714,885 39,303,805
Guest and banquets prepayments and deposits 23,372,681 19,142,663
Deferred income:
Health club membership fees 13,884,520 10,536,075
Sale of gift certificates 2,269,759 1,682,178
Accrued employee benefits 11,681,663 9,454 502
Minimum cerporate income tax (MCIT) 4,289,203 9,000,102
Unamottized funded past service cost 10,355,625 8,950,789
Allowance for doubtful accounts 4,662,700 3,675,713
Net operating loss carry aver (NOLGO) 9,254,918 3,195,090
Unrealized loss on foreign exchange 47,442 665,651
Others 18,253,967 7,465,087
398,138,406 388,415,447
Deferred income tax liabilities:
Unrealized increase in fair value of investment property (7,707,311,298) (7,339,314,485)
Difference in profit, instaliment method versus POC
method (109,554,403} -
Difference beiween cost of condominium sales for
accounting and income tax purposes (38,013,120) (18,920,939)
Rent income per Philippine Accounting Standard 17 (5,454,296) (9,095,378)
Day 1 difference on deposits from tenants {23,376,432) (5.451,632)
Unrealized increase in fair value of FVOCIAFS financial asset (42,922 238) (1,980,000)
Unrealized gain on foreign exchange (4,941,757 -
(7,931,573,538) (7,374,762 434)
Net deferred income tax liabilities (7,533,435,132) (6,986,346,987)

The deferred tax assets and liabilities balances presented in the consolidated statements of financial
position are netted on a per entity basis as follows:

2018 2017
Deferred tax income assets 122,428,897 192,738,742
Deferred tax income liabilities (7,655,864,029) (7,179,085 729)

(7.533.435,132) (5,886,346 987)

Realization of the future tax benefits related to the deferred income tax assets is dependent on many
factars, including the Group’s ability to generate taxable income in the future. The Group's
management believes that the related future tax benefit will be realized.



Movements in net deferred income tax liahilities for the years ended December 31 are as follows:

2018 2017
January 1 (6,986,346,987) (6,751,243,934)
impact of PFRS 9 adoption deferred income tax
effect (39,572,738) -
January 1, adjusted (7,025,919,725) (6,751,243,934
Charged to profit or loss (432,190,373) (234,846,842)
Credited to other comprehensive income 3,467,185 3,794,916
Acquisition from additional interest in a previously held
associate (Note 8) (74,081,330} -
Expired MCIT (4,710,899) {4,051,127)
December 31 {7,533,435,132) (6,988,346,987)

The details of unrecognized deferred income tax assets on NOLCO at December 31 which could be
carried over as deductible expense from taxable income for three (3) consecutive years following the
year of incurrence are as follows:

Year incurred Year of expiry 2018 2017
2015 2018 - 72,882,120

2016 2019 82,401,766 82,401,765

2017 2020 153,931,742 163,831,742

2018 2021 95,193,368 -
331,526,876 309,215,628

Unrecognized DTA at 30% 99,458 063 92,764,688

In compliance with the Tax Reform Act of 1997, the Group is required to pay the MCIT or the normal
income tax, whichever is higher. The details of the MCIT that can be carried forward on an annual
basis and credited against normal income tax payable within three (3) immediately succeeding years
from the period when the MCIT was paid is presented below:

Yaar incurred Year of expiry 2018 2017
2015 2018 - 4,710,899
2016 2018 4,289,203 4,289,203

4,289,203 9,000,102




A reconciliation of the income tax expense computed at the statutory income tax rate and the actual
income tax expense as shown in the consolidated statements of total comprehensive income for the
years ended December 31 follows:

2018 2017 2016
Tax at statutory rate of 30% 1.449,712,8607 1,705,383,360 1,403,960,334
Additions (reductions) to income tax resulting from:
Difference betwsen itemized and optional standard
deductions {OSD) (167,220,158)  (162,569,251) (178,176,649)
Dividend income (14,266,769)  (19,164,224)  (12,309,142)
Interest income subjected to final tax (15,985,699) (19,343,758) (5.549,002)
Unrecognized NOLCO 101,296,815 46,179,523 24,931,142
Expired MCIT 4,710,899 4,051,127 -
Share in net losses of agsociates - 1,229,996 1,293,820
Other nontaxable income (86,486,328)  (81,237,537) (29932 ,955)
Actual provision for income tax 1,271,761,567 1,464,529,236 1,204 217,548

In 2018 and 2017, the Group used the itemized deduction in claiming deductions against the taxable
income except for KSA and SLPC which availed of the optional standard deduclion for the computation
of their taxable income.

Income tax pavable amounted to P162,066,422 as at December 31, 2018 (2017 - P184,217,378).

Note 27 - Basic and diluted earnings per share

The computation of basic and diluted earnings per share for the years ended December 31 are as
follows:

2018 2017 2016
Net income attributable to the
shareholders of Parent Company 3,012,328,190 3,346,165957 2,905,924,508
Divided by the average number of
outstanding common shares 4,761,818337 4,761,918,337 4761918337
Basic and diluted earnings per share 0.633 0.703 0.610

Basic and diluted earnings per share are the same due o the absence of dijutive potential common
shares.

Note 28 - Related party transactions

In the normal course of business, the Group transacts with companies which are considered related
parties. Enterprises and individuals that directly, or indirectiy through one or more intermediaries,
contrel, or are controlled by, or under common control with the Group, including holding companies,
subsidiaries and fellow subsidiaries are related parties of the Group.



The transactions and outstanding balances of the Group with its related parties as at and for the ycars
ended December 31 are as follows:

2018 207
Quistanding Outstanding
receivables receivables
Transactions (payables) Transactions {payables) Terms and conditions
Entities under common
control
Rental income (a) 106,548,187 29,636,433 95,734,467 29,466,047 Balencesto be
(Note 5) cellected in cash and
are due generally
within 30 to 60 days.
These are non-interest
bearing and are not
covered by any
secUrity.
Entlities under common
contro{
Management services (b} 12,587 445 18,720,051 21,988,835 10,550,890 Balances o be
Reimbursed expenses (f) 1,058,071 3,368,327 8,519,937 2,310,255  collected in cash and
Affiliates share in Group's are due generally
expenses (g) 88,821,365 180,913,578 227741903 178,127,083  within 30 days. These
are non-interest
bearing and are not
covered by any
security
Advances {(d) 116,581,067 1,144,187,554 1.027,606,487 1,027.606,487 Balancesto be
collected in cash and
are generally due on
demand. These are
non-interest bearing
and are not covered by
any security
Associates
Associates’ share in
Group's expenses (g) - - 35,802 5,102,232  Balancesto be
collected 1n cash and
are due generally
within 30 days. These
are non-interest
bearing and are not
covered by any
security.
Total {Note 5) 1,347,189,510 1,223,696 897
Entities under common
control
Marketing. managerment Bafances are to be
and other service fees (c) 83,424.313 (16,000,538} 181,259,565 (53,860,753) settled in cash and are
Condominium dues {e) 6,045,247 (1,840,926) 39,352,828 (1,147 ,618)  generally due within 30
Group’s share in affiliates’ days. These balances
expenses {q) 270,445,196 (95,509,311) 103,855,032  (48,211,608) Are non-interest
Associales hearing and not
\ . covered by any
Group's share in guarantee
associate’s expenses (g) - - - (42,158,700)
Total {Note16) - {113,350,775) (145,378,678)




Significani agreements with related parties are as follows:

a) A portion of the Parent Company’s land is being leased by ESHRI, where the EDSA Shangri-La, Manila
islocated. The lease is for a period of 25 years commencing on August 28, 1992 and renewable for another
25 years at the option of ESHRI. On August 16, 2017. the agreement was renewed by ESH RI for another
25 years until August 27, 2042. Rental revenue is based on a fixed percentage of the ESIIRI's room, food
and beverage, dry goods and other sexvice revenue.

b) Shang Properly Management Services, Inc. (SPMSI) provides management services to The Enterprise
Center Condominium Corporation (TECCC), St. Francis Shangri-La Place Condominium Corporation
(TSESPCC), The Shang Grand Tower Condominium Corporation (TSGTCC), and One Shangri-La Place
Condominium Corporation (OSPCC) for a minimum period of five years starting January 7, 2009,

April 1, 2010, January 7, 2007, and January 1, 2015 respectively. As consideration, $PMSI shall receive from
TECCC, TSGTCC, TSFSPCC, and OSPCC monthly management fees of P400,000, P100,000, P100,000, and
P250,000 respectively, inclusive of VAT, with an escalation rate of 5% to 10% per annum. The parties
mutually agreed 1o renew the agreements for another 5 years u pon expiration.

¢) SGCPI entered into a License Agreement with Shangri-La International Hotel Management Limited
(SLIM-BV) for the use of intellectual property rights over Shangri-La’s policies, practices, procedures,
and guidelines affecting different aspects of operations of the Shangri-La chain of hotels. The
agreement is for 10 years commencing on the opening date, March 1, 2016, renewable for another 10
vears at the option of either parties and subject to the approval of the Bureau of Patents, Trademarks
and Technolagy Transfer of the Republic of the Philippines and applicable authorities. In
consideration for such access and use, SGCPI pays SLIM-BV license fees and royalties. License fees
paid to SLIM-BV is equivalent to $100 per annum while royalties are computed at 3% of the gross
operating revenue per annum payable within 30 days of the end of each calendar month.

Further, in 2016, SGCPI entered into a Marketing and Reservations Agreement with SLIM, whereby the
related party acting as an independent contractor of SGCPI provides marketing, communication, and
reservation services to promote SGCPI. The agreement is for a period of 10 Years commencing on the
opening date, March 1, 2016, renewable for anather 10 years at the option of either parties. Under this
agreement, SLIM shall act solely for the aceount of SGCPI and all expenses incurred shall be borne by
SGCPI. As a consideralion for such services, SGCPI shall pay SLIM an amount equivalent to certain
percentage of gross operating revenue. Other charges includes reservation, loyalty program,
communication, and other group services fees. Basis of these varicus charges are stipulated in the
Marketing and Reservalions Agreement.

d) In 2018 and 2017, Classic Elite Ioldings Limited, an affiliate with common key management
personnel, advanced cash amounting to P116,581,067and P 1,027,600,487, respectively, from the Parent
Company.

e) Condominium dues charged by TSFSPCC and TECCC to Parent Company, KSA, SPDI and SPRC.

f) Reimbursement of expenses paid for by SLPC for ESHRI.

g) Certain other general and administrative expenses are initially paid for by the Group/affiliate and are
subsequently reimbursed by the affiliate/Group to whom such payment was intended for,



There were no write-offs or provisions made in relation to related party transactions and balances not

eliminated during consolidation as at and for the
are the significant transactions and outstanding

personnel as at and for the years ended December 31:

balances with retirement

years ended December 31, 2018 and 2017. The followin g
fund and key management

2018

2M7

Outstanding
receivables

Transactions (payables)

Transacticns

Outstanding
receivables
{payabtes)

Terms and conditions

Retirement fund
Contributions

Advances

8,408,257 -
20,050,884 =

20,716,867
37,530,039

Refer to Note 25,
Balance pertains to
claims from the
retirement fund in
relation to employes
benafits directly paid
by the Group.

2018

2017

Quistanding
receivables

Transactions (payables)

Transactions

Qutstanding
receivables
{payables)

Terms and conditions

Key management personnel:
Salaries and other sher-tarm
employee berefiis

Salaries and wages
are settied in cash at
the period incurred
Otiher short-term
benefits are payable
within the current year.
There were no stock
options or other long-
term benefits provided
in 2018 and 2017 nar
amounts due to/from
key management
personnel as af
December 31, 2018
and 2017.

124,790,136 - 80,962,473 -

Post-employment benefits 7,520,534 72,810,506 10,806,350 52698314 Referto Note 25,

The following related party transactions and balances were eliminated for the purpose of preparing the
consolidated financial statements:

2018 2017 2016

As at December 31

Trade and other receivables 13,233,821,564 7,254,525,338 7,228,852 336

Accounts payable and other current liabilities 13,233,821,564 7,254,525338 7,228,852 336
For the years ended December 31

Rental revenue 231,848,991 231,886,155 369,373,533

Cost of sales and services 4,422 383 4,159,029 58,712,882

Operating expenses 246,196,006 296,249,041 236,351,762

Other income 101,211,223 60,204,857 73,096,138

Dividend income 1,389,324,000  1,900,570,000 2,.298,920,000




The Parent Company and its subsidiaries are a party to significant agreements with related parties as
follows:

a)

b)

¢

d)

A portion of the Parent Company's land where the Shangri-La Plaza Mall is located is being leased to
SLPC. The lease is for a period of 25 years from January 6, 1993. On September 19, 2017, the
agreement was renewed by both parties to another 5 years until January 6, 2023. Rental revenue is
based on a certain percentage of SLPC's annual rental revenue from mall operations and certain
percentage of the carpark’s net income. Rental revenue of the Parent Company amounted to
P118,077,382 1n 2018 (2017 - P119,550,301; 2016 - P118,545,529).

On January 16, 2002, the Parent Company entered into a usufruct agreement with SLPC and SPS].
STS1 will be granted limited usufructuary rights over the Parent Company and SLPC's parking spaces.
The monthly consideration is equivalent to a certain percentage of SPSI's gross income less direct and
indirect expenses. The agreement is subject to renewal on a yearly basis.

SPRC and SLPC entered into a memorandum of agreement whereby SLPC will operate the mall
establishment and constitute it as the East Wing of the Shangri-La Plaza Mall. The lease is fora
period of five years from October 1, 2013 and renewable upon mutual agreement by the parties.
Rental revenue is based on a certain percentage of SLPC’s annual rental revenue from the mall
operations plus a certain percentage of the carpark’s net income.

On January 1, 2009, SPSI entered into an agreement with KSA, whereby SPSI is to manage and
operale the parking slots of KSA. The agreement is renewable upon mutual agreement by the parties.
‘The monthly gross parking revenue, less applicable VAT, is shared between KSA and SPSI at 75% and
25%, respectively.

The Parent Company and SPRC lease office space and a sales booth at the Shangri-La Plaza Mall from
SLPC. On May 17, 2016, the lease agreement between the Parent Company and SLPC was renewed
until

May 16, 2019. The rental fee is exclusive of VAT and subject to five percent escalation every year.

SPRC's lease agreement with SLPC commenced on May 1, 2010 and ended on July 30, 2016. Both
parties mutually agreed to renew the agreement annually. The monthly rental fee is the higher of (a)
a minimum guarantee rent, or (b} a certain percentage of gross sales, cxclusive of VAT.

KSA entered into a mapagement agreement with SPMSI for a monthly fee of P150,000 with 10%
annual escalation for a period of five years starting March 2008. The parties agreed mutually on the
renewal of the agreement. SPMSI shall provide on-site property leasing management including head
office support services and periodic audit to ensure compliance with international practices; perform
staff recruitment, training and performance evaluation; and perform financial management,
including billing and collection and budget provisioning,

In 2011, SPDI obtained an unsecured, noninterest-bearing loan from SHILamountin gto
P2,317,500,000, payable on or before December 31, 2012, As of December 31, 2018 and zo 17, this
loan is still owtstanding,



h) The Parent Company's dividend income {rom declarations of its subsidiaries are as follows:

2018 2017 2016

KSA 742,424,000 560,320,000 560,300,000
SLPC 525,000,000 425,000,000 725,000,000
NCRI 51,000,000 - -
SPDI 50,000,000 700,000,000 200,000,000
SPMSI 13,000,000 10,350,000 £,000,000
sPsl 7,900,000 4,900,000 4,600,000
SPRC - 100,000,000 800,000,000
TRDCI - 100,000,000 -
1,389,324,000 1,900,570,000 2,298,900,000

The receivables and pavables between related parties, except for those arising from reimburscment of
expenses and those that are unsecured and noninterest-bearing which are payable on demand, have
normal credit terms of 30 to 9o days, but may go beyond as agreed.

Nole 29 - Conlingencies

On.July 14, 1993, a complaint was initially filed before the Regional Trial Court (RTC) - Pasig by the
principal conlractor of the Shangri-La Plaza Mall against the Parent Company and the Board for Lhe
recovery of the balance of alleged unpaid construction work, compensatory and moral damages, legal fees
and litipation costs totaling about P122,000,000, exclusive of interest. In the answer ex abundante ad
cautelam, as a counterclaim, the Parent Company is asking for approximately P182,000,000 in
overpavment plus P7,600,000 in damages and litigation costs. Due to technical reasons, the principal
contractor re-filed the case on or about June 23, 1998 with the Construction Industry Arbitration
Commission (CIAC}Y.

On Cetober 27, 1098, the RTC-Pasig issued an order directing the parties to arbitrate their dispute under
the Arbitration Law. A similar order was issued by the CIAC on February 3, 1999 dismissing the
proceedings instituted before it by the plaintiff. The plaintiff, accordingly, served a demand for arbitration
dated April 5, 1999 under the provisions of the Arbitration Law.

The arbitration hearing, during which both the Parent Company and the principal contractor were given
the opportunity to present their witnesses, commenced in December 2006 and ended with the decision of
the Arbitral Tribunal promulgated on July 31, 2007. In its decision, the Arbitral Tribunal awarded to the
principal contractor the sum of P38,518.503. nel of the award 1o Parenl Company amounting to
P8,387,484.

The principal contractor has appealed the Arbitral Tribunal's decision to the Court of Appeals, praying for
the award of the full amount of its claim. The Parent Company has partially appealed the said decision,
praying for the reduction of the award to the plaintiff. The Court of Appeals, in its decision dated

August 12, 2008 and resolution dated April 16, 2009, awarded to the principai confractor P24.,497.556,
unpaid progress billings based on the original scope of work, and denied the Parent Company of its motion
for partial reconsideration.



On .June 5, 2000, the Parent Company filed a Petition for Review on Certiorari to the Supreme Court
praying to issue an order or decision (a) declaring the Parent Company as not liable to the principal
contractor for unpaid progress billings based on the original scope of work, (b) ordering the principal
cantractor to pay the Parent Company P7,590,000 as liquidated damages, and (c) setting aside or
reversing the Court of Appeal's decision and resolution insofar as they are adverse to the Parent Company.
On a Petition for Review on Certiorari dated June 11, 2009, the principal contractor prayed to the Supreme
Court to modify the decision and resolution of the Court of Appeals, to award the principal contractor the
full amount of its claim. Both petitions are pending resolution by the Supreme Court as of March 13, 2019.

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

Note 30 - Advance rentals

Adhvance renials are collected from all tenants depending on the agreed lerms stated in the contracts
which are usually equivalent to three months' rent and can be applied at the terminal months of the
lease. The current portion is included as part of “accounts payable and other current liabilities™ account
(Note 16) and the non-current portion is shown separately in the consolidated statements of financial
position. Movements in the account for the year ended December 31 arc as follows:

2018 2017
January 1 298725077 247,269,327
Additions 87,904 A71 86,158,200
_Applications (68,364, 591) (33,702,450)
December 31 319,264,957 299 725077
Advance rentals for the years ended December 31 are as follows:
2018 2017
Current 132,235,230 93,057,078
Non-current 187,028 727 206,667,099
319,264 957 299,725 077
Note 31 - Net debt reconciliation
The net debt reconciliation as at December 31 is presented below:
Notes 2018 2017
Long-term loan, January i 17 8,359,472,703  13,036,126,360
Cash flows (2,376,445212)  (4,676,693,657)
Long-term loan, December 31 17 5,983,027 491 8,359,472,703
Accrued interest 34,220,895 28,922,784
Cash and cash equivalents 3 (2432,097,332) (5,030,757,380)
Net debt 3,585,151,054 3,357,638,107

Movements in {inancing liabilities comprising the net debt are disclosed in the related notes to the
consolidated financial statements.



Note 22 - Financial risk and capital management

32.1 Financial risk management

The Group's activities expose it to a variety of financial risks: market risk (including currency risk, price
risk and cash flow and fair value interest rate risk), credit risk and liquidity risk. ‘The Group’s overall risk
management program focuses on the unpredictability of financial markets and seeks to minimize
potential adverse effects on the Group’s financial performance. Risk management is carried out by the
Group’s managemenl under policies approved by its Board of Directors. These policies cover financing
structure, foreign exchange and interest rate risk management, guarantees and credit support, as well
as treasury control framework. There are no changes in the Group’s risk management plans for the
vears ended December 31, 2018 and 2017.

32.1.1  Market risk
(@) Foreign exchange risk

The Group’s exposure on currency risk is minimal and limited only to foreign currency denominated
cash in banks and cash equivalents. Changes in foreign currency exchange rates of these assets are not
expected ta have a significant impact on the financial position or resulis of operations of the Group.

The Group’s foreign currency denominated cash in banks and cash equivalents as at and net foreign
exchange gains for the years ended December 31. 2018 and 2017 are disclosed in Note 3.

(b) Price risk

The Group's exposure to price risk is minimal and limited only to financial assets at fair value through
profit or loss (Note 4) and FVOCI/AFS financial assets (Note 12) presented in the consolidated
statements of financial position. Changes in market prices of these financial assets are not expected to
have a significant impact on the financial position or results of operations of the Group.

{c) Cash flow and fuir value interes! rate risk

Interesl rate risk refers to risk that the value of a financial instrument will fluctuate due to changes in
market interest rates. The Group’s interest-bearing financial instruments include bank loans (Note 17).
Interest rates on bank loans of SLPC and SGCPI are based on the higher between the PHP BVAL rate plus
0.75% per annum and the BSP overnight borrowing rate. The Parent Company’s bank loan has fixed
interest rate, to be repriced every 3o to 180 days as agreed by the parties.

The Group's interest rate risk management policy focuses on reducing the overall interest expense and
exposute to change in interest rates. Changes in market interest rates relate primarily to the Group's Iong
termn loans with floaling interest rates as it can cause a change in Lthe aniount of interest payments.

Tnterest on financial instruments with floating rates is repriced at intervals of less than one year. Interest
on financial instruments with fixed rates is fixed until the maturity of the instrument. The other financial
instruments of the Group are non-interest bearing and are therefore not subject to interest rate risk. The
Group invesls excess funds in short-ter placements in order fo mitigate any increase in interest rate on
borrowings.



Al December 31, 2018, if interest rates on bank loans had been 100 basis points lower or higher with all
other variables held constant, post-tax profit for the year would have been higher by/lower by
P28.626,909 (2017 - higher by/lower by P60,197,539), mainly as a result of lower/higher interest
expense on floating-rate bank loans. Management uses 100 basis points as threshold in assessing the

potential impact of interest rate in the operations.

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

change in interest raies.

g32,1,2 Credit risk

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

exposure to customers and suppliers.

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

credit risk.

The Group’s financial assets are categorized based on the Group’s collection experience with the

counlerparties as follows:

a. High performing - settlements are obtained from counterparty following the terms of the contracts

without history of default.

b. Underperforming - some reminder follow-ups are performed to collect aceounts from counterparty.

c. Credit impaired - evidence that a financial asset is credit-impaired includes the following observable
data: significant financial difficulty of the counterparty, a breach of contract such as a default or being
more than 120 days past due; or it is probable that the borrower will enter bankruptey or other financial

reorganization.

The following tables summarize the credit quality of the Group’s financial assets per category and aging

analysis of financial assets as at December 31:

High Under Credit
performing performing impaired Total

2018
Current assets

Cash and cash equivalents 2404 887,736 - - 2,404,887 736

Trade and other receivables 3,284.010,542 - 15,542,333 3,299,552 875
Non-current assets

Refundable deposits 76,104,635 - - 76,104 635

5,765,002,913

15,542,333 5,780,545,246




Neither past

due or
impaired Past due Impaired Total

2017
Current assets

Cash and cash equivalents 5003521176 - - 5,003,521,176

Trade and other receivables 3,568,196,803 - 12,252,379 3,580,449,182
Non-current assets

Refundable deposits 86,434,310 - - 86,434,310

8,658,152,289 e

12,252,379 8,670,404,668

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

assels.

Allowance for impairment of receivables as at December 31, 2018 amounted to P15,542,333
(2017 - P12,252,379). Apart from the financial assets covered by allowance, the remaining financial

assets are classified as neither past due nor impaired.
The credit quality of the Group’s financial assets is discussed belmy.

{u) Cushandcash equivalents

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

As at December 31, the Group’s cash and cash equivalents are deposited in the following types of

financial iuslitutions as approved by the Board of Direclors:

2018 2017
Universal banks 1,925,507,775 4,410,171,796
Thrift banks 437 868,697 565,458,604
Commercial banks 54,041,140 27,890,778

2417417612  5,003,521,176

Cash in banks and eash equivalents as at December 31, 2018 and 2017 are all considered high grade
financial assets. The remaining cash in the ronsolidated statements of financial position pertains to

cash on hand which is not exposed to credit risk (Note 3).

(b} Recetvables

There is no concentration of credit risk with respect 1o receivables since the Group has a large number

of counterparties involved.



Trade receivables

Sales of residential condominium units that are on installment basis are supported by post-dated checks
from the buyers. Titles to properties sold are not released unless full payment is received. In casc of
leasing operation, tenants are subjected to credit evaluation and are required to put up security deposits
and pay advance rentals, if necessary. For the hotel operation, hotel guests who wish to avail of a credit
line are subjected to the normal credit investigation and checking. References are required including
review of the customer’s financial position and earnings. Approval of a credit line is performed by the
Financial Controller and the General Manager. A guest may not be given a line, bul special ad hoc
arrangements are allowed. It usually requires deposits, prepayments or credit card guarantees as
collaterals, Existing credit lines are reviewed annually. The balances due from customers are eonsidered
as high grade financial assets.

The Group applies the PFRS g simplified approach to measuring expected credit losses which uses a
lifetime expected loss allowance for all trade receivables. The loss allowance as at January 1, 2018
{on adoption of PFRS g) and December 31, 2018 was determined as follows for trade receivables:

Mare than 30 More than 60 Mora than 120

Cumrent days past due days past due days past due Total
December 31, 2018
Expected loss rate 0% 0% 0% 100%
Trade receivables 1,853,886,371 - 15,542,333 1,869,428 704
Loss allowance - - - 15,542,333 15,542,333
January 1. 2018
Expected loss rate 0% 0% 0% 100%
Trade receivables 2,266,767 106 - - 12,252 379 2,279,019,485
Less allowance - - - 12,252,379 12,252 379

Non-trade receivables

The credit exposure on nonirade receivables is considered to be minimal as there is no history of defaults
and collections are expected to be made within 30 to 60 days. In respect of balances due from related
parties, management considered the credit quality of these receivables to be good based on financial
condition of the related parties.

(¢} Refimdable deposits

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

32.1.3 Liquidily risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due.
The Group maintains sufficient cash and cash equivalents in order to fund its operations. The Group
meoenitors its cash flows and carefully matches the cash receipts {rom its operations againsl cash
requirements for its operations. The Group utilizes its borrowing capacily, if necessary, to further
bolster its cash reserves.



The table below analyzes the Group's financial liabililies into relevant maturity groupings based on the
remaining period at the reporting date to the contractual maturity date. The amounts disclosed in the
table are the contractual undiscounted cash flows.

Balances due within 12 months approximate their carrying balances, as the impact of discounting is not

significanl.

0 - 90 days 91 -180days 181 - 360 days Total

At December 31, 2018
Bank loans 133,333,333 1,433,333,333 266,666 667 1,833,333,333
Accounts payable and other current liabilities” 3,372,650,316 - - 3,372,650,316
Deposits from tenants - - 503,462 220 503,462,220
Installment payable 113,948 488 91,306,626 185,025 217 380,280,531
Dividends payable - 42,683,650 - 42,683,650
Future interest payable 88,681,822 88,255,395 132,350,972 309,288,189
3,708,613,939 1,655,579,204 1,087,505,076  6,451,6598,239

At December 31, 2017

Bank loans 183,333,333

Accounts payable and ather current liabilities®
Deposits from tenants

3,104,802,009

159,127,798

133,333,333 266,666,667 583,333,333
- 210,066,618 3,314,868,627
- 506,636,400 508,636,400
189,127,799 318,255,589 636,511,197

Instaliment payable

Dividends payable - 37.515,266 - 37,515,266

Future interest payable 70,977,275 66,778,637 269,201,981 406,957,893
3,518,240,416 396,755,035 1,570,827 265 5485822716

*excluding advance rental, excess hilling over revenue, customers’ deposits, reservation payable, output VAT, deferred output

VAT andd pagable to government agencies

32.2 Capital management

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

The Group manages its eapital structure and makes adjustments to it in light of changes in economic
conditions. To maintain or adjust the capital structure, the Group may adjust the dividend payment to
shareholders, return capilal o shareliolders or issue new shares. There were no changes in the Group's

strategies and policies during 2018 and 2017.

The Group monitors capital using a gearing ratio, which is net debt, including long-term loan less cash
and cash equivalents, divided by capital. Capital pertains to total equity less non-controlling interest.
The gearing ratio as at December 31 is presented below:

Net debt
Long-term loan
Less: cash and cash eguivalents

2018

5,983,027.4M
2,432,097,332

2017

8,359,472,703
5,030,757,380

3,550,930,159

3,328,715,323

Capital
Total equity 39,066,359,232 36,524,241,280
Less: Non-controlling interest 6,286,923,473 6,056,213,206
o _ 32,779,435,759 30,468,028,074
Gearing ratio 10.83% 10.93%

The Group was able to meel ils capital management objectives.



32.2 Fair value measurement

The Group follows the fair value measurement hierarchy to disclose the fair value measurements of its
financial instruments. The table below summarizes the fair value measurement hicrarchy of the

Group's assets and liabilities at December 31:

Fair value measurement using

Significant
Quoted prices in Significant unokservable
active markets observable inputs inputs
{Levell) {Level 2) (Level 3) Total
2018
Assels measured af fair valie
Financial assets at fair value through
prafit or loss 41,424,316 - - 41,424 316
Investment propertles; - - - -
Land - - 13,233,022,951 13,233,022,951
Buitdings - - 19,278,053,087 19,278,053,097
Financial assets at FVOCI:
Quoted 33,455,000 - - 33,455,000
Unguoted - - 748,940,956 748 940,996
Assefs for which fair values are disclosed
Loans and receivables
Refundable deposils - 76,104,635 - 76,104,635
Liabiiities for which fair values are
disclosed
Instaliment payable - 541161 733 - 541,161,733
__Deposits from tenants - 1,003 983 483 - 1,093,983,483
2017
Assefs measured at fair value
Financiai assets at fair value through
prefit or loss 45,969,343 - - 45 669,343
Investment properties
Land - - 11,784,156,481 11.,794,156,481
Buildings - - 18,306,046,962 18,306,046,962
AFS financial assets:
Qucted 24,352,000 - - 24,352,000
Assels for which fair values are disclosed
Loans and receivables
Refundahle deposits - 86,434,310 - 86,434,310
Liabilities for which fair values are
disclosed
Instalkment payable - 636,511,187 - 636,511,197

Deposits from tenants -

1,104,267,023

1,104,267,023

The Group's policy is to recognize transfers into and transfers out of fair value hierarchy levels as of the
date of the event or change in circumstances that caused the transfer.

There have been no assets and liabilities transferred among Level 1, Level 2 and Level 3 during 2018

and 2017.



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

{a)

(b)

(c)

(d)

(e)

(g)

Financial assets at fair value through praofit or loss

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

Cush and cash equivalents, trade and other receivables, accounts payable and other current
liabilities, accrued employee benefits and dividends payable

Due to the short-term nature of cash and cash equivalents, trade and other receivables, aceounts
payable and other current liabilities, dividends payable and acerued employcee benefits, their
carrying values were assessed to approximate their fair values.

Installment contracts asset

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

Refundable deposits and deposits from tenants

The fair value of deposits from tenants was based on the present value of estimated future cash flows
using applicable market rates at the reporting date. Discount ranges from 1.66% to 7.67% as at
December 31, 2018 (2017 - 1.78% to 8.18%).

Financial assets at FYOCI/AFS

Refer to Note 12 for the methods and assumptions used to estimate the fair values of financial
assets at FVOCI/AFS as at December 31, 2018 and 2017.

Bank lnans

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

Investment properties

Refer to Note 10 for the methods and assumptions used to estimate the fair values of investment
properties as at December 31, 2018 and 2017.

Nole 33 - Significanl accounling judgments, estimales and assumplions

Estimates, assumptions and judgments are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are believed to be reasonable
under the circumstances.



The Group makes estimates, assumptions and judgments concerning the future. The resuliing
accounting estimates will, by definition seldom equal the related actual results. The estimates and
assumptions applied by the Group and which may cause adjustment to the carrving amounts of assets
and liabilities within the next financial year are diseussed below.

33.1 Critical accounting estimates and assumptions
{a) Determination of fair values of investient properties

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

a) current prices in an aclive market for properties of different nalure, condition or location (or
subject to different lease or cther contracts), adjusted to reflect those differences;

b) recent prices of similar properties in less active markets, with adjustments to refleet any changes in
cconomic conditions since the date of the transactions that occurred at these prices; and

c) stabilized net operating income based on reliable estimates of future cash flows, derived from the
terms of any existing lease and other contracts and (where possible) from external evidence such as
current market rents for similar properties in the same location and condition, and using pre-tax
discount rates that reflect current market assessments of the uncertainty in the amounts and
timing of the cash flows.

The significant method and assumptions used by the appraisers in estimating fair values of investment
properties are disclosed in Note 10. The fair values, which are also the values of investment properties
as at December 31, 2018 and 2017, are disclosed in Note 10.

Fair value gain on investment properties represent significanl amounts both in value of property and
income. Any +/- 1% change in fair value per square meter increases/decreases total assets and income
before tax by P297.94 million (2017 - P2o4.40 million).

{(b) Useful lives of property and equipment

The useful life of each item of the Group's property and equipment is estimated based on the period
over which Lhe assel is expecled {o be available for use. Such estimate is bused on vollective assessment
of industry practice, internal technical evaluation and experience with similar assets. The estimated
useful life of each asset is reviewed periodically and updated if expectatious differ from previous
estimates due to physical wear and tear, technical or commercial obsclescence and legal or other limits
on the use of the asset. It is possible, however, that future results of operations could be materially
affected by changes in the amounts and timing of recorded expenses brought about by changes in the
factors mentioned above, A reduction in the estimated useful life of any property and equipment would
increase the recorded aperating expenses and decrease non-current assets.

In 2018 and 2017, there were no changes in the estimated useful lives of property and equipment. As at
December 31, 2018, property and equipment have a carrying value of P13.75 biilion
(2017 - P11.g5 billion) (Note 13).



If the actual useful lives of the property and equipment differ by 10% (assessment threshold used by
management), the carrying amount of property and equipment would have been P285.85 million
higher or P233.88 million lower (2017 - P140.63 million higher or P171.88 million lower).

(c) Estimation of percentage-of-completion of the Group’s projects

The Group's revenue and cost recognition policies require management to make use of estimates and
assumptions that may affect the reported amounts of revenue and costs. The Group’s revenue from
condominium sales, recognized based on the percentage-of-completion, are measured using the output
method by reference to the estimated completion of a physical proportion of the contract work. The
percentage-of-completion at each reporting date is estimated by the project development engineers and are
independently reviewed by the Group's third party consultants.

The Group has the following on-going projects with its percentage of completion as at December 31:

Projects 2018 2017
The Rise Makati 65% 35%
Shang Wack Wack 1% -
Horizon Homes at Shangri-La at the Fort Completed 98%
Shang Salcedo Place Completed 95%

(d) Determining retivement benefit obligation

The Group maintains a qualified defined benefit retirement plan. The calculations of retirement costs of
the Group are dependent upon the use of assumptions, including discount rates, expected return on plan
assels, interest cost, future salary increases, benefits earned, mortality rates, the number of emplovee
retirements, the number of employees electing to take lump-sum payments and other factors.

Actual resulls Lhat differ from assumplions are accumulated and amortized over future periods and,
therefore, generaily affect recognized expense and the recorded obligation in future periods. While the
Group believes that the assumptions used are reasonable, differences in actual experience or changes in
assumptions may materially affect the Group’s retirement obligation and future expense.

In determining the long-term rates of return, the Group considers the nature of the plans’ investments, an
expectation for the plans’ investment strategies, historical rates of return and current economic forecasts.
The Group evaluates the expected long-term rate of return annually and adjusts such rate as necessary.
The possible effects of sensitivities surrounding the actuarial assumptions at the reporting date are
presented in Note 25.

33.2 Critical accounting judgments
(a) Distinction between properties held for sale, investient properties, and property and equipment

The Group determines whether a property is to be classified as a property held for sale, an investment
property, or property and equipment through the following:

s Properties held for sale comprise properties that are held for sale in the erdinary course of
business. These are condominium units that the Group acquired or developed and intends to szll.

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



e  Property and equipment generate cash flows that are atiributable not only to them but also to the
other assets used in the operations of the Group

In making its judgment, the Group considers whether the property generates cash flows largely
independent of the other assets held by the Group.

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

The carrying values of properties held for sale, investinent properties, and properly and equipmenl as
at December 31, 2018 and 2017 are disclosed in Notes 6, 10 and 13, respectively.

(b} Revenue recognition

Selecting an appropriate revenue recognition methaod for a particular real estate sale transaction
requires certain judgments based on the following, among others:

* Collectability of contract price

Collectability of the contract price is demonstrated by the buyer’s commitment to pav which, in
turn, is supported by substantial initial and continuing investments that gives the buyer a sufficient
stake in the property that risk of loss through default motivates the buyer to honor his obligation.
Collectability is also assessed by considering factors such as the credit standing of the buver, age,
and location of the property.

For condominium sales, in determining whether the contract prices are collectible, the Group
considers that initial and continuing investments by the buyer of about 20% would demonstrate
the buyer's commitment to pay.

*  Stage of completion of the condominium

Prior to 2018, the Group commences the recognition of revenue from sale of uncompleted
condominium where the POC method is used when the construction is beyond preliminary stage
{i.e., engineering, design work, construction contracts execution, site clearance and preparation,
excavation and the building foundation are finished).

{c) Estimation of nel realizable value of properties held for sale

Properties held for sale are carried at the lower of cost and net realizable value. The net realizable value of
completed condominium units is the estimated selling price of condominium unit less estimated costs
necessary to make the sale. While the net realizable value of condominium units under construction is the
estimated selling price of a condominium unit less estimated costs to complete the construction, estimated
time value of money to the date of completion and estimated costs necessary to make the sale.

The carrying amount of properties held for sale and other information are shown in Note 6.



(d) Recoverability of investments in ussociates and o joinl venture

The Group’s investments in associates and a joint venture are reviewed for impairment whenever
events or changes in cireumstances indicate that the carrying amount of the investment may not be
recoverable. An impairment loss would be recognized whenever evidence exists that the carrying value
is not recoverable,

As discussed in Note 8, the Group’s interest in SLPI was reclassified as investment in subsidiary from
investment in an associale as a resull of PST's acquisition of the remaining 50% interest in SLPI in
2018. The Group’s investiment in a joint venture is still in the planning phase as at December 31, 2018,

(¢} Impairment of goodwill

The Group reviews the goodwill annually for impairment and whenever events or changes in
cirenmstances indicate that the carrying amonunts may not he recoverable. Goodwill is monitored by
managemenl at SGCPI's business level (lowest level of CGU identified) following its acquisition by
Parent Company.

As at December 31, 2018 and 2017, based on management’s assessment and judgment, there is no
impairment of goodwill since the recoverable amount of the CGU is higher than the carrying value.

As at December 31, 2018 and 2017, the recoverable amount of SGCPI's hotel business was determined
hased on value in use calculation (using Level 3 inputs) and require the use of certain assumptions. In
computing for the value in use, the management has employed the discounted cash flow method in
computing for the value in use. The calculations use cash flow projections based on financial forecasts
covering a five-year period beginning 2019.

The cash flow forecasts reflect management’s expectations of revenue growth, operating costs and
margins based on past experience and outlook, consistent with internal measurements and monitoring,.

Pre-tax adjusted discount rate applied to the cash flow forecasts is derived using the weighted average
cost of capital as at December 31, 2018.

The following are the keyv assumptions used:

Pre-tax adjusted discount rate 8.00%
Terminal growth rate 4.30%

The Group's impairment review includes an impaet assessment of changes in discount rate used for
value in use caleulalions. If the discount rale would increase/decrease by 1%, the estimated fair value
of CGU would have been lower/higher by Pg45.00 million/Pg84.50 million. Based on this sensitivity
analysis, management concluded that no reasonable change in base case assumptions would cause the
carrving amount of SGCPI's business to exceed its recoverable amount.



{f} Impuirment of non-finuncial assets

The Group reviews its non-financial assets, such as investments in associates and in a joint venlure,
real estate development projects, and property and equipment, for any indicator of impairment in
value. This includes considering certain factors such as significant changes in asset usage, significant
decline in assets’ market value, obsolescence or physical damage of an asset, significant
underperformance relative to expected historical or projected future operating results and significant
negative industry or economic trends. If indicators of impairment have been identified, the Group
determines the recoverable amount of the asset, which is the higher of the asset’s fair value less costs fo
sell and value in use.

Given historical profitable operations and profit projectious, the Group has assessed that there are no
impairment indicators with respect to the non-financial assets as at December 31, 2018 and 2017.

(g) Classification of leases as operating lease

The Group has entered into commercial property leases on its investment property portfolio. The Group
has determined, based on an evaluation of the terms and conditions of the arrangements, such as the lease
term not constituting a major part of the economic life of the commercial property and the fair value of the
asset, that it retains all the significant risks and rewards of ownership of these properties and accounts for
the contracts as operating leases.

The carrying values of investment properties as of Decemiber 31, 2018 and 2017 are disclosed in Note 10,
(h) Income taxes

A certain degree of jJudgment is required in determining the provision for income taxes, as there are
certain transactions and calculations for which the ultimate tax determination is uncertain during the
ordinary course of business.

The Group recognizes liabilities for tax audit issues when it is probable. The liabilities are based on
estimmates whether additional taxes will be due. Where the final tax outcome of these matters is
different from the amounts that were initially recorded, such differences will impact the income tax and
deferred tax provisions in the period in which such determination is made.

Further, the Group reviews the carrving amounts of deferred tax assets at each reporting date and
reduees them to the extent that it is no longer probable that sufficient future taxable profits wilt be
available lo allow all or part of the deferred lax assets to be utilized. The Group expects to generate
sufficient future taxable profits to allow all of its recognized deferred tax assets to be utilized. Deferred
tax assets recognized as at December 31, 2018 and 2017 are disclosed in Note 26.

(i) Contingencies

The Parent Company and SLPC are currently involved in various legal proceedings. The estimates of
the probable costs for the resolution of these claims have been developed in consultation with the
outside legal counsel handling the defense in these matters and are based upon analyses of polential
reports. Based on managemnient's assessment, these proceedings will not have a material effect on the
Group's financial position and performance (Note 2g).



Note 34 - Summary of significant accounting and financial reporting policies

34.1  Basis of preparation

The consolidated financial statements have been prepared in accordance with Philippine Financial
Reporting Standards (PFRS). The term PFRS in general includes all applicable PFRS, Philippine
Accounting Standards (PAS), and interpretations of the Philippine Interpretations Committee (PIC),
Standing Interpretations Committec (SIC) and International Finaneial Reporting Interpretations
Committee (IFRIC) which have been approved by the Financial Reporting Standards Council (FRSC)
and adopted by SEC.

The consolidated financial stalements have been prepared under the historical cost convention, as
modified by the revaluation of financial assets at fair value through profit or loss, investment properties
and financial assets at FVOCI/AFS financial assets.

The preparation of consolidated financial statements in conformity with PFRS requires the use of
certain critical accounting estimates. It also requires management to exercise its judgment in the
process of applying the Group’s acecounting policies. The areas involving a higher degree of judgment
or complexity, or areas where assumptions and estimates are significant to the consolidated financial
statements are disclosed in Note 33.

34.2 Changes in accounting policy and disclosures
(a) New standards, amendments and interpretations adopted by the Group

PFRS 15 adoption

PFRS 15, ‘Revenue from contracts with customers’, replaces PAS 18, ‘Revenue’ which covers contracts
for goods and services and PAS 11, ‘Construction contracts’ which covers construction contracts. The
new standard is based on the principle that revenue is recognized when control of a good or service
transfers to a customer - so the notion of control replaces the existing notion of risks and rewards.

A new five-step process must be applied before revenue can be recognized: (1) identify contracts with
customers, (2) identify the separate performance obligation, (3) determine the transaction price of the
contract, (4) allocate the transaction price to each of the separate performance obligations, and (5)
recognize the revenue as each performance obligation is satisfied.

{i) Accounting for revenue from condominium sales

A number of interpretations were adopted by the Group in conjunction with PFRS 15 in relation to
revenue from condominium sales,

PIC Q&A 2016-04, ‘Application of PERS 15 “Revenue from contracts with customers” on sale of
residentiul properties under pre-completion contracts’, clarifies thal sales of residential properties
under pre-completion stage meet the eriteria for revenue recognition over time. The Group assesses
that for its revenue from condominium sales, the same policy as disclosed in Note 34.23 will be applied.



PIC Q&A 2018-12, ‘PFRS 15 implementation issues affecting the real estate industry’, clarifies how real
estate developers in the Philippines will adopt the requirements of PFRS 15. The interpretation covers
the following implementation issues:

Elements of a contract for a sale of real property that meet the requirements of PFRS 15
Performance obligations in a contract ta sell

Assessing existence of significant financing component in a contract for a sale of real property
Determining measure of progress in revenue from sale of real property

Accounting for benefits given to sales agents

Accounting for common usage service area (CUSA) charges

Based on the interpretation, the Group assessed that it is necessary to adjust the transaction price for
the effects of a significant financing component, but the Group decided nat to adjust the transaction
price and availed the relief issued by the Securities and Exchange Commission {(SEC) per Memorandum
Circular No. 3-20i19 dated February 8, 2019. The SEC provided relief to the real estate industry by
deferring the application of the provisions of PIC Q&A z018-12 for a period of three (3) vears until
January 1, 2021. The Group is currently assessing the impact of accounting for significant financing
component on ils consolidated financial statements.

PIC Q&A 2018-14, ‘PFRS 15 - Accounting for Cancellation of Real Estate Sales’, clarifies that
repossessed real properties should be initially measured by real estate developers at either (1) fair value
less cost to repossess or (2) fair value plus repossession cost. Under both approaches, the Group
should consider payments to buyers required under the Maceda Law and the write-off of any
unamortized portion of cost of obtaining a contract in its determination of gain or loss from
repossession. The Group decided to avail the relief issued by the SEC per Memorandum Circular No. 3-
2019 dated February 8, 2019 deferring the application of the provisions of PIC Q&A 2018-14 fora
periad of three (3) years until January 1, 2021. The Group is currently assessing the impact of this
interpretation on its consolidaled financial statements,

(ii} Accounting for CUSA charges to lessees under mall and hotel operations

PIC Q&A 2018-12-H, ‘PFRS 15 implementation issues affecting the real estate industry’, includes
guidance on accounting for CUSA charges. This clarifies that for CUSA and air conditioning charges to
tenants, the entities have the ability to direct the use of and obtain substantially all the remaining
benefits from the services being delivered to the tenants. The entities can direct the mainlenance,
security, and cleaning and administratiy e services and therefore, in this arrangement, the entity is a
principal and should recognize revenue. The Group decided to avail the relief issued by the Securities
and Exchange Commission {SEC) per Memorandum Circular No. 3-2019 dated February 8, zo19. The
SEC provided relief to the real estate industry by deferring the application of the provisions of PIC Q&A
2018-12-H for a period of three (3) vears until January 1, 2021.

In summary, the adoption of PFRS 15 resulted in changes in accounting policies but did not result in
material adjustments to the amounts previously recognized in the consolidated finanecial statements. As
permitted under the transijtional provisions of this standard, the transaction price allocated to partially
unsatisfied performance obligation as at December 31, 2017 is not disclosed.



PFRS g adoption

PFRS 9, 'Financial instruments’ replaces the provisions of PAS 39 that relate to the recognition,
classification and measurement of financial assets and financial liabilities, derecognition of financial
instruments, impairment of financial assets and hedge accounting.

The Group’s adoption of this standard for the pericd beginning January 1, 2018 resulted in a change in
accounting policies. However, the adoption did not have a significant impact on the amounts
recognized in the consolidated financial statements.

There is no impact on the Group’s classification and measurement of financial assets. The Group’s
equity securities previously classified as AFS are still measured at FVOCI following the irrevocable
election available under PFRS 9. As a result, assets with a fair value of P513,192,742 were reclassifted
from available-for-sale financial assets to [inancial assets at FVOCI and additional fair value gains of
P220,500,516 ywere recorded to investment valuation reserve on Janunary 1, 2018 (Note 12). The
changes in fair value of such investments will no longer be reclassified to profit or loss when they are
disposed of. All other financial assets previously classified as loans and receivable will remain at
amortized cost as these financia) assets are mainly held to collect and held solely for the payment of
principal and interest. There will also be no impact on the Group’s accounting for financial liabilities as
the new requirements anly affect the accounting for financial liabilities that are designated at fair value
through profit or loss and the Group does nat have any such liahilities.

The new hedge accounting rules will align the accounting for hedging instruments more closely with
the risk management praetices. Asa general rule, more hedge relationships might be eligible for hedge
accounting, as the standard introduces a more principle-based approach. This has no impact on the
consolidated financial statements since the Group has hedging transactions in 2018.

The Group shifted from incurred loss model under PAS 39 to expected credit loss model in the
determination of impairmenl provisions for financial assels not carried at fair value through profit or
loss upon adoption of PFRS ¢. The adoption however, did not result in significant adjustments on the
level of allowance for impairment recognized in the consolidated financial statements.

PFRS g was gencrally adopted without restating comparative information. The adjustment arising
from the remeasurement of unquoted equity securities which were previously carried at cost are
therefore recognized in the opening balance sheet on January 1, 2018. The table below shows the
adjustments recognized for each individual line item affected by the changes.

December 31, 2017,

as previously January 1,
Notes presented PFRS 9 2018, restated
Non-current assefs
Financial assets at fair value through
other comprehensive income, net 12 - 773,265,996 773,265,996
Available-for-sale financial assets, net 12 513,192 742 (513,192,742) -
Non-current liabilities
Deferred income tax liabilities, net 26 (7,179,085,729) (38,572,738} (7,218,658 467)
Equity

Other comprehensive income {loss) 12 9,795,082 (220,500,516} (210,705,424)




Other amendments and interpretations

The following amendments and interpretations are adopted but did not have any impact on the
amounts recognized in prior periods and are not expected to significantly affect the current or future
periods:

¢ Amendments to PFRS 2, Classification and Measurement of Share-based Pavment Transactions
s Annual Improvements 2014-2016 cycle

« Amendments to PAS 40, Transfers lo Investment Property

» Interpretation 22, Foreign Currency Transactions and Advance Consideration

e PIC Q&A 2018-11, Classification of land by real estate developer

e PIC Q&A 2018-15, PAS 1 - Classification of advances to contraclors in the nature of prepayments:

current vs, non-current
e PIC Q&A 2019-01, Aceounting for service charges under PFRS 15, Revenue from Contracts with
Customers

(b) New standards, amendments and interprefations not yet adopted

The following new accounting standards and interpretations are not mandatory for December 51, 2018
reporting period and have not been early adopted by the Group:

PFRS 1 ases (effectiv annual periods beginning on or after January i, 201

PFRS 16 will replace the current guidance in PAS 17, Leases. PFRS 16 which will become effective on
January 1, 2019 will affect primarily the accounting by lessees and will result in the recognition of
almost all leases on balance sheet. PFRS 16 removes the current distinction between operating and
financing leases and requires recognition of an asset (the right 1o use the leased item) and a financial
liability to pay rentals for virtually all lease contracts. Under PFRS 16, a contract is, or contains, a lease
if the contract conveys the right to control the use of an identified asset for a period of time in exchange
for consideration. An optional exemption exists far short-term and low-value leases. The Group has
initially assessed that the adoption of the new standard will not have a material impact on the
consolidated financial statements as it is mainly the lessor in the existing lease agreements. While
some differences may arise as a result of the new guidance on the definition of the lease, the Group has
opted to apply such guidance only 1o contracts entered into (or changed) on or after the date of inilial
application. Existing lease contracts will not be reassessed and such expedient will be consistently
applied to all contracts.

Philippine Interpretation IFRIC-23, Uncertainty over Income Tax Treatments (effective for annual

periods beginning on or after January 1, 2019)

It has been clarified previcusly that PAS 12, not PAS a7, Provisions, Contingent Liabilities and
Contingent Assets, applies to accounting for uncertain income tax treatments. IFRIC 23 cxplains how
to recognize and measure deferred and current income tax assets and liabilities where there is
uncertainty over a tax treatment.

An uncertain tax treatment js any tax treatment applied by an entity where there is uncertainty over
whether that treatment will be accepted by the tax authority. For example, a decision to claim a
deduction for a specific expense or not to include a specific item of income in a tax return is an
uncertain tax treatment if its acceptability is uncertain under tax law. IFRIC 23 applies to all aspects of
income tax accounting where there is an uncertainty regarding the treatment of an item. including
taxable profit or loss, the tax bases of assets and liabilities, tax losses and credits and tax rates.

The adoption of the above interpretation will not have a material impact on the consolidated financial
statements of the Group.



Other amendments

Likewise, the following amendments are not mandatory for December 31, 2018 reporting period and
have not been early adopted by the Group:

e Amendments to PAS 28, Long-term Interests in Associates and Joint Ventures (effective
January 1, 2019)
¢ Amendmenis lo PFRS 9, Prepaymenl Fealures wilh Negative Compensation (effective January 1, 2019)
« Annual Improvements 2015-2017 cycle (effective January 1, 2019)
»  Amendmentsto PAS 19, Plan Amendment, Curtailment or Settlement (effective January 1, 2019)
» Amendments to PFRS 3, Business Combinations (effective January 1, 2020)

The adoption of the above amendments are not expeeted to have a material impaet on the consolidated
financial statements of the Group.

34.3 Basis of consolidation

The consolidated financial statements comprise the financial statements of the Group as at
December 31, 2018 and 2017. The subsidiaries’' financial statements are prepared for the same
reporling year as the Parent Company. The Group uses uniform accounting policies, any difference
belween subsidiaries and the Parent Company are adjusied properly.

The Group is composed of the subsidiaries listed below:

Ownership %

Nature and name of entity 2018 2017 2016
Property development:
Shang Properties Realty Corporation (SPRC) 100 100 100
8hang Property Developers, Inc. (SPDI) 100 100 100
The Rise Development Carporation, Inc. {TRDCI) 100 100 100
Shang Wack Wack Properties, Inc. (SWWPI 100 100 100
Hotef operation:
Shang Glohal City Properties, Inc (8GCPI) 80 60 60
Leasing:
SPI Parking Services, Inc. (SPSI} 100 100 100
Shangri-la Plaza Corporaticn (SLPC) 100 100 100
KSA Reslty Corporation (KSA) 70.04 70.04 70.04
Real estate:
Ivory Post Properties, inc (IPPI) 100 100 100
KPPI| Realty Corporation {(KRC) 100 100 100
Martin B Properties, Inc. (MBFI} 100 100 100
New Contour Realty, Inc. (NCRI) 100 100 100
Perfact Sites, Inc. (PSI) 100 100 100
Shang Fort Benifacio Holdings, Inc. (SFBHI) 100 100 100
Shang Global City Holdings, Inc (SGCHI) 100 100 100
Property management:
KPPl Management Services Corporation {KMSC) 100 100 100
Shang Property Management Services, Inc. (SPMSI) 100 100 100
Sky Leisure Properties, Inc. 100
Other supplementary business:
Gipsey, Ltd. (Gipseay} 100 100 100
Silver Hero Investments Limited (SHIL) 100 100 100

EPHI Logistics Holdings, Inc. (ELHD) 60 60 60




Except for Gipsey and SHIL, which were incorporated in the British Virgin Islands (BV1) and use Hong
Kong dollars (HK$) as their functional currency, all the other subsidiaries were incorporated and
registered in the Philippines which use Philippine Peso as their functional currency,.

All subsidiary undertakings are included in the consolidation. The proportion of the voting rights in
the subsidiary undertakings held directly by the Parent Company do not differ from the proportion of
ordinary shares held.

The summarized financial information of subsidiaries with significant non-controlling interest as at
and for the years ended December 31, 2018 and 2017 are disclosed in Note g.

(1) Subsidiaries

Subsidiaries are all entities {including structured entities) over which the Group has control. The
Group controls an entity when the Group is exposed to, or has rights to, variable returns from its
involvement with the entity and has the ability to affect those returns through its power over the entity.
Subsidiaries are fully consolidated from the date on which control is transferred to the Group. These
are deconsolidated from the date that control ceases.

The Group also assesses the existence of control where it does not have more than 50% of the voting
power by virtue of de facto control. De facto control may arise in circumstances where the size of the
Group's voting rights relative to the size and dispersion of holdings of other shareholders give the
Group control over the investee.

Whenever the Group obtains control of one or more ather entities, it assesses whether the acquired
group of net assets constitutes a business. In assessing whether a transaction is an acquisition of a
business or assets, the Group identifies the elements in the acquived group, assesses the capability of
the acquired group to produce oulputs, and assesses the capabilily of a market participant to produce
outputs if missing clements exist. If the assets acquired arc not a business, the Group aceounts for the
transaclion or other event as an assel acquisilion.

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

Acquisition-related costs are expensed as incurred.

If the business combination is achieved in stages, the acquisition date carrying value of the acquirer's
previously held equity interest in the acquiree is remeasured to fair value at the acquisition date
through profit or loss,

Any contingent consideration to be transferred by the Group is recognized at fair value at the
acruisition date. Subsequent changes to the fair value of the contingent consideration that is deemed
to be an asset or liability is recognized in accordance with PAS 39 either in profit or loss or as a change
to other comprehensive income. Contingent consideration that is classified as equity is not re-
measured, and its subsequent settlement is not accounted for within equity.



If the excess of the consideration is transferred, the amount of any non-controlling interest in the
acquiree and the acquisition-date fair value of any previous equity interest in the acquiree over the fair
value of the identifiable net assets acquired is recorded as goodwill. If the total of consideration is
transferred, non-controlling interest recognised and previously held interest measured is less than the
fair value of the net assets of the subsidiary acquired in the case of a bargain purchase, the difference is
recognised directly in profit or loss.

Inter-company transactions, balances and unrealised gains on transactions between Group companies
are eliminated. Unrealized losses are also eliminated. When necessary, amounts reported by
subsidiaries have been adjusted to conform with the Group's accounting policies.

(b) Changes in ownership interests in subsidiaries without change of control

Transactions with non-controlling interests that de not result in loss of control are accounted for as
equity transactions - that is, as transactions with the owners in their capacity as owners. For purchases
from non-controlling interests, the difference between any consideration paid and the relevant share
acquired of the carrying value of net assets of the subsidiary is recorded in equity. Gains or losses on
disposals to non-controlling inlerests are also recorded in equity.

(¢} Disposal of subsidiaries

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

{(d) Associates and Joint ventures

Associates are all entities over which the Group has significant influence but not control, generally
aceompanying a shareholding of between 20% and 50% of the voting rights. Investments in associates
are accounted for using the equily method of accounting,

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

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

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



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

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

If the ownership interest in an associate or a joint venture is reduced but joint control or significant
influence is retained, only a preportionate share of the amounts previously recognized in other
comprehensive income are reclassified to profit or loss where appropriate.

The Group determincs at cach reporting date whether there is any objective evidence that the
investments is impaired. If this is the case, the Group calculates the amount of impairment as the
difference between the recoverable amount of the investments and its carrying value and recognizes the
amount adjacent to ‘share in net earnings of associates’ in the consolidated statement of total
comprehensive income. The carrying amount of equity-accounted investments is tested for
impairment in accordance with the policy described in Note 34.13.

Dilution gains and losses arising in investments are recognized in profit or loss. Investment in
subsidiaries and associates are derccognized upon disposal. Gains and losses on disposals of these
investments are determined by comparing the proceeds with the carrying amount and are included in
profit or loss.

34.4 Cash and cash eguivalents

Cash includes eash on hand and in banks that carns interest at the respective bank deposit rates. Cash

equivalents are shorl-term, highly liquid investments that are readily convertible to known amounts of

cash with original maturities of three months or less from the date of acquisition and are subject to an

insignificant risk of change in value.

34.5 Financial instraments

Accounting policies applied from January 1, 2018

34.5.1 Classification of financial assets (PFRS g}

The Group classifies its financial assets in the following measurement categories:

+ those to be measured subsequently at fair value either through other comprehensive income
(“OCI"™) or through profit or loss, and

¢ those to be measured at amortized cost.

The classification depends on the Group’s business mode] for managing the financial assets and the
contraclual lerms of Lhe cash flows.



For assets measured at fair value, gains and losses will either be recorded in profit or loss or OCI. For
investiments in equity instruments that are not held for trading, this will depend on whether the Group
has made an irrevocable election at the time of initial recognition to account for the equity investment
at fair value through other compreliensive incone (“FVOCI).

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

34.5.2 Measurement of financial assets (PFRS 9)

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

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

Debt instruments

Subsequent measurement of debt instruments depends on the Group's business model for managing
the asset and the cash flow characteristics of the asset. There are three measurement categories into
which the Group classifies its debt instruments:

s Amortized cost: Assets that are held for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest are measured at amortized cost. Interest
income from these financial assets is included in other income using the effective interest rate
method. Any gain or loss arising on derecognition is recognized directly in profit or loss and
presented in other income, net, together with foreign exchange gains and losses. Impairment losses
are presented in other general and administrative expenses in the consolidated statement of total
comprehensive income.

The Group’s financial assets at amortized cosl consisl of cash and cash equivalents (Note 3), trade
and other receivables (Note 5) and refundable deposits classified under other non-current assets
(Note 15) in the consolidated statement of financial position.

e FVOCI: Assets that are held for collection of contractual cash flows and for selling the financial
assets, where the assets’ cash flows represent solely payments of principal and interest, are
measured at FVOCL Movemenls in Lhe carrying aimount ave laken through OCIL excepl for the
recognition of impairment gains or losses, interest income and foreign exchange gains and losses
which are recognized in profit or loss. When the financial asset is derecognized, the cumulative gain
or loss previously recognized in OCI is reclassified from equity to profit or loss and recognized in
other income, net. Interest income from these financial assets is included in finance income using
the effective interest rate method. Foreign exchange gains and losses are presented in other
income, net, and impairment expenses are presented in other general and administrative expenses
in the consolidated statement of total comprehensive income.

The Group does not have debt instruments at FVOC1 as at December 31, 2018.



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

The Group does not have debt instruments at FVTPL as at December 31, 2018,
Equity instruments

The Group subsequently measures all equity investments at fair value through profit or loss, except
where the Group’s management has elected, at initial recognition, to irrevocably designate an equity
investment at fair value through other comprehensive income. The Group’s policy is to designate
equity investments as FVYOCI when those investments are held for purposes other than to generate
investment returns. When this election is used, fair value gains and losses are recognized in OCI and
are not subsequently reclassified o profit or loss, including on disposal. Impairment losses (and
reversal of impairmeni losses) are not reported separately from other changes in fair value. Dividends,
when representing a return on such investments, continue to be recognized in profit or loss as other
income when the Group's right to receive payments is established.

The Group's financial assets measured at FVOCI represent unguoted shares of stock of related parties
and quoted investments in various golf club shares and stocks. These are separately shown in the
consolidated statement of financial position (Note 12).

Dividends are recognized when the Group’s right to receive payment is established, it is probable the
economic benefits will flow to the entity and the amount can be measured reliably. Dividends are
recognized in profit and loss unless they clearly represent recovery of a part of the cost of the
investment, in which case they are included in other comprehensive income. Changes in fair value are
recognized in other comprehensive income and are never recycled to profit and loss, even if the asset is
sold or impaired.

34.5.3 Impairment (PERS o)

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

For trade receivables, the Group applies the PFRS ¢ simplified approach to measuring expected credit
losses which uses a lifetime expected loss allowance. To measure the expected credit losses, trade
receivables and conlract assets have been grouped based on shared credit risk characleristies and the
days pasl due.

The expected loss rates are based on the payment profiles of counterparties over a period of 36 months
before January 1, 2018 and the corresponding historical eredit losses experienced within this period.
The historical logs rates are adjusted to reflect current and forward-looking information on
macroeconomic factors affecting the ability of the customers to settle the receivables, The Group has
assessed that the impact of forward-looking information on the loss rates applied is immaterial.

Impairment losses on receivables are presented in other general and administrative expenses
consolidated statement of total contprehensive income. Subsequent recoveries are credited to other
income.



Accounting policies applied until December 21, 2017

The Group has applied PFRS g retrospectively, but has elected not to restate comparative information.
As a result, the comparative information provided continues to be accounled for in accordance with the
Group’s previous accounting policy.

34.5.4 Classification of financial assets (PAS 39)

The classification depends on the purpose for which the financial assets were acquired. Management
determines the classification of its financial assets at initial recognition.

The Group classilies ils financial assets aceording lo the categories deseribed as [ollows.
(a) Financial assets

The Group classifies its financial assets in the following categories: at fair value through profit or loss,
loans and receivables, held-te-maturity investments and available-for-sale financial assets. The Group
holds financial assets classified as at fair value through profit or loss, loans and receivables and
available-for-sale financial assets as at December 31, 2017.

(1) Financial assets at fuir value through praofit or loss

Financial asscts at fair value through profit or loss are financial assets held for trading. A financial
asset is classified in this category if acquired principally for the purpose of selling in the short-term.
Assets in this category are classified as current assets if expected to be settled within 12 months;
otherwise, these are classified as non-current.

The Group’s investmenls in listed equity shares are classified under this category (Note ).
(it) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quated in an active market. These are included in current assets, except for maturities greater than
12 months after the reporting date, which are then elassified as non-current assets.

The Group’s loans and receivables comprise cash and cash equivalents (Note 3), trade and other
receivables (Note 5) and refundable deposits classified under other non-current assets (Note 15) in the
consolidated statement of financial position.

(i) Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are either designated in this
category or not classified in any of the uther categories. These are included in non-current assets unless
management intends to dispose of the investment within 12 mooths from the reporting date. The
Group’s investments in various listed and unlisted local entities are classified under this category
(Note 12).



24.5.5 Measurement of financial assets (PAS 39)
(a) Initial measurement

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

(b) Subsequent reasurement

Loans and receivables are subsequently measured at amortized cost using the effective interest methad,
less provision for impairment, Other financial liabilities are measured at amortized cost using the
effective interest method.

Axvailable-for-sale financial assets and financial assets at fair value through profit or loss are
subsequently carried at fair value. Available-for-sale financial assets that do not have a quoted market
price in an active market and whose fair value cannot be reliably measured and derivatives that are
linked to and must be settled by delivery of such unquoted equity instruments are measured at cost.

Gains or losses arising from changes in the fair value of financial assets and liabilities at fair value
through profit or loss, including interest and dividend income and inlerest expense, are presenled in
profit or loss within other income in the consolidated statement of total comprehensive income in the
period in which these arise. Dividend income from financial assets at fair value through profit and loss
is recognized in profit or loss as part of other income when the Group's right to receive payment is
established.

Changes in the fair valee of monetary and non-maonetary securities classified as available-for-sale are
recognized in other comprehensive income.

When securities classified as available-for-sale are sold or impaired, the accumulated fair value
adjustments recognized in equity are included in profit or loss within other income in the consolidated
statement of total comprehensive income.

34.5.6 Tmpairment (PAS 39)

The Group assesses at each reporting date whether there is objective evidence that a financial asset ora
group of financial assets is impaired. A financial asset or a group of financial assets is impaired and
impairment losses are incurred only if there is objective evidence of impairment as a result of one or
more events that occurred after the initial recognition of the asset (a ‘loss event’) and that loss event (or
evenls) has an impacl on the estimated (ulure cash flows of Lhe finaneial asset or group of financial
assets that can be reliably estimated.

Evidence of impairment may include indications that the debtors or a group of debtors is experiencing
significant financial difficulty, default or delinquency in interest or principal pavments, the probability
Lhal they will enter bankruptey or other financial reorganisation, and where observable data indicate that
there is a measurable decrease in the estimated future cash flows, such as changes in arrears or economic
conditions that correlate with defaults.



(a) Financial assets at fair value through profit and logs and available-for-sale financial assets

in the case of equity investments classified as financial assets at fair value through profit and loss and
available-for-sale financial assets, a significant or prolonged decline in the fair value of the security
below its cost is also evidence that the assets are impaired. Generally, the Group treats 20% or more as
‘significant’ and greater than 12 months as ‘prolonged’. If any of such evidence exists, the cumulative
loss - measured as the difference between the acquisition cost and the current fair value, less any
impairment loss on that financial asset previously recognized in profit or loss - is removed from equity
and recognized in profit or loss.

(b) Loans and receivables

For loans and receivables category, the Group first assesses whether there is objective evidence of
impairment exists individually for receivables that are individually significant, and collectively for
receivables that are not individually significant using the criteria above. If the Group determines that no
objective evidence of impairment exists for an individually assessed receivable, whether significant or not,
it includes the asset in a group of financial assets with similar eredit risk characteristics and collectively
assesses those for impairment. Receivables that are individually assessed for impairment and for which
an impairment loss is or continues to be recognized are not included in a collective assessment of
impairment.

The amount of the loss is measured as the difference between the asset’s carrying amount and the present
value of estimated future cash flows (excluding future credit losses that have not been incurred)
discounted at the financial asset’s original effective interest rate. The carrying amount of the asset is
reduced and the amount of the loss is recognized in profit or loss. As a practical expedient, the Group
may measure impairment on the basis of an instrument’s fair value using an observable market price.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognized (such as an improvement in the
debtor’s credit rating), the reversal of the previously recognized impairment loss is recognized in profit or
loss. Reversals of previously recorded impairment provision are based on the result of management's
update assessment, considering the available facts and changes in circumstances, including but not
liniled to results of recent discussions and arrangements entered Into with customers as lo the
recoverability of receivables at the end of the reporting period. Subsequent recoveries of amounts
previously written-off are credited against other general and administrative expenses in the consolidated
statement of total comprehensive income.

34.5.7 Classification and measurement of financial liabilities (PAS 39 and PFRS g)

The classification and measurement of financial liabilities under PFRS g remains the same as in PAS 39
except where an entity has chosen to measure a financial liability at fair value through profit or loss.
For such liabilities, changes in fair value related to changes in own credit risk are presented separately
in other comprehensive income. The Group did not measure its financial liabilities at fair value
through profit or loss as at December 31, 2018.

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

Financial liabilities that are not classified as at fair value through profit or loss fall into this category
and are measured al amortized cost.



The Group’s accounts payable and other current liabilities (excluding advanced rental, excess billing
over revenue, customers’ deposits, reservation payable, output VAT, deferred oulput VAT and payable
to government agencies) (Note 16), installment payable {Note 6), deposits from tenants (Note 18],
dividends pavable (Note 20), acerued emplovee benefits (excluding retirement benefits) (Note 25) and
bank loans (Note 17) are classified under financial liabilities at amortized cost.

34.5.8 Initial recognition (PAS 39 and PFRS o)

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

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

The Group recognizes a financial liability in the consolidated staiement of financial position when the
Group becomes a party to the contractual provision of the instrument.

34.5.0 Day t differcnee (PAS 39 and PFRS ¢)

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

34.5.10 Derecognition (PAS 3¢ and PFRS g}

Financial assels are derecognized when the rights to receive cash flows from the investinents have
expired or have been transferred and the Group has transferred substantially all risks and rewards of
ownership.

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

34.5.11 Offsetting of finanecial instruments {PAS 59 and PFRS g)

Financial assets and liabilities are offset and the net amount reported in the consolidated statement of
financial position when there is a legally enforceabie right to offset the recognized amounts and there is
an intention to settle on a net hasis or realize the asset and settle the liahility simultaneously. The
legally enforceable right inust not be contingenl on future events and must be enforeeable in Lhe
normal course of business and in the event of default, insolvency or bankruptey of the Group or the
counterparty. There are no offsetting arrangements as at December 31, 2018 and 2017.



24.6 Trade and other receivables

Trade receivables arising from regular sales with credit tern of 30 to 60 days and other recetvables are
recognized initially at fair value and subsequently measured at cost using the effeclive interest method,
less any provisien for impairment.

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

The expected loss rates are based on the payment profiles of sales over a period of 36 month
before January 1, 2018 and the corresponding historical credit losses experienced within this
pericd. The historical loss rates are adjusted to reflect current and forward-locking information
on macroeconomic factors affecting the ability of the customers to settle the receivables.

Priar to the adoption of PFRS ¢, a provision for impairment of trade receivables is established
when there is objective evidenee that the Group will not be able to collect all amounts due
according to the original terms of the trade receivables. Significant financial difficulties of the
debtor, probability that the debtor will enter bankruptcy or financial reorganization, and default
or delinquency in payments are considered indicators that the trade and other receivable is
impaired. The amount of the provision is the difference between the asset’s carrying amount and
the present value of estimated future cash flows, discounted at the effective interest rate.

Refer to Note 34.5 for other relevant accounting policies on trade and other receivables.
24.7 Properties held for sale

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

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

Cost of construction in-progress represents the accumulated costs for the consiruction and developrment of
the ongoing projects. It includes those that are directly attributable to the construction of the projects such
as cost of land, direct materials, borrowing costs, professional and consultancy fees, and project
management costs.

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



34.8 Prepaid taxes and other ssetls

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

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

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

Other current assels include assets that are realized as part of the normal operating cycle and are
expected 1o be realized within twelve months after the reporting period.

Deposit for a future project represents cash deposit with a third party for a purchase of a property.
Deposit for a future project is derccognized upon full pavment to the third party. The Group then
determines whether the property is to be classified as property held for sale, an investment property, or
property and equipment depending on the usage of the property.

34.9 Imnvestment properties

Investment property is defined as property held by the owner or by the lessee under a finance lease to
carn rentals or for capital appreciation or both, rather than for: {a) use in the production of supply of
goods or services or for administrative purposes; or (b} sale in the ecommeon course of business.

The Group’s investment property, principally comprising of properties in Mandaluyong and Makati
City are held for capital appreciation and is not occupied by the Group. The Group has adopted the fair
value model for its investment properties {Note 10).

After initial recognition, investment property is carried at fair value as determined by an independent
firm of appraisers. Fair value is based on direct income capitalization approach and market
comparison approach, adjusted, if necessary, for any difference in the nature, location or condition of
the specific asset, I this information is not available, the Group uses alternative valuation methods
such as recent prices on less active markets or discounted cash flow projections. These valuations are
reviewed annually by the independent appraiser. Investment property Lhal is being redeveloped for
continuing use as investment property or for which the market has become less active continues to be
measured at fair value.

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

Changes in fair values are recognized in the consolidated statement of total comprehensive income
under ‘gain on fair value adjustinent of investment properties.’



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

Removal of an item within investment properly is triggered by a change in use, by sale or disposal. If an
investment property becomes owner-cceupied, il is reclassified as property and equipment (Note 34.11),
and its fair value at the date of reclassification becomes its cost for accounting purposes. Gain or loss
arising from disposal is determined as the difference between the net disposal proceeds and the carrying
amount of the asset. Gain or loss on disposal is recognized in profit or loss in the period of the disposal.

Property that is being constructed or developed for future use as investment property is classified as
investment property.

Impairment of investment properties is discussed in Note 34.13.
34.10 Real estate development projects

Real estate development projects are undertaken by the subsidiaries and are carried at cost less any
impairment in value. Cost primarily consists of acquisition cost of the property being constructed, air
rights, expenditures for the development and construction of the real estate project and borrowing costs
incurred, if any, in the acquisition of qualifying assets during the construetion period and up to the date of
completion of construction.

Upon completion of the properties, certain portion of the real estate is accounted for as investment
properties if the planned purpose of these properties meet the definition of investment properties. Refer to
Note 34.0 for other relevant accounting policies on investment properties.

Upon completion of the properties which are pre-detenmined for self-use purpose, the properties are
classified as property and equipment. Refer to Note 34.11 for other relevant accounting policies on
property and equipment.

34.11  Property and equipment

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

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



Land rights are not depreciated. Depreciation and amortization of property and equipment are
caleulated using the straight-line method to ailocate their cost to their residual values over their
estimated useful lives (in years), as follows:

25 or lease term,

Building and leasehold improvements whichever is shorter
Transporiation equipment 305
Furnifure, fixtures and other equipment 2105

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

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

An asset’s carrving amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable amount (Note 34.13).

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

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

Fully depreciated and amortized property and equipment are retained in the accounts until they are no
longer in use, and no further depreciation and amortization are charged to the consolidated statement
of tatal commprehensive income.

34.12 Goodwill

Goodwill arises on the acquisition of subsidiaries and represents the excess of the consideration
transferred, the amount of any NCI in the acquired company and the acquisition-date fair value of any
previcusly-held interest in the acquired company over the fair value of the identifiable net assets
acquired.

For the purpose of impairment testing, goodwill acquired in a business combination is allocated to each
of the CGUs, or groups of CGUs, that is expected to benefit from the synergies of the combination.
Each unit or group of units to which the goodwill is allocated represents the lowest level within the
entity at which the goodwill is monitored for internal management purposes. Goodwill is monitored at
the operating segment level. Gains and losses on the disposal of a subsidiary include ke carying
amount of goodwill relating to the entity sald.

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



34.13 Impairmenl of non-financial assets

Non-financial assets that have an indefinite usefut life are not subject to amortization and are tested
annually for impairment. Assets that have definite useful lives are subject to amortization and are
reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is recognized for the amount by which the asset’s
carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s
fair value less costs to sell and value in use. Value in use requires the Group to make estimates of future
cash flows to be derived from the particular assel, and to discount them using a pre-tax market rate
that reflect current assessments of the time value of monev and the risks specific fo the asset. For
purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash flows (CGUs),

Where an impairment loss subsequently reverses, the carrying amount of the asset or CGU is increased
to the revised estimate of its recoverahle amount, but the increase should not exceed the carrying
amount that would have been determined had not the impairment loss been recognized for the asset or
CGU in prior years. A reversal of an impairment loss is recognized as income immedialely.

34.14 Accounis payable and other current liabilities

Accounts payable and other current liabilities are obligations to pay for goods or services that have
been acquired in the ordinary course of business from suppliers. Accounts payable and financial
liabilities at amortized cost are classified as current liabilities if payment is due within one year or less
(or in the normal operating cycle of the business, if longer). If not, these are presented as non-current
liabilities.

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

Relevant accounting policies for classification, recognition, measurement and derecognition of accounts
pavable and other current liabilities and financial liabilities at amortized cost are presented in Note 34.5.

34-.15 Deposits from lenanls

Deposits from tenants are carried at the present value of future cash flows using appropriate discount
rates. The difference between the present value and the actual depuosit received is treated as additional
rental incentive which is recorded under "deferred lease income" in the consolidated statement of financial
position and are recognized as rental income using the straight-line method over the term of the lease.

34.16 Borrowings and borrowing cosls

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

Rorrowings are removed from the balance sheet when the obligation specified in the contract is
discharged, cancelled or expired. The difference between the carrying amount of a financial liability
that has been extinguished or transferred to another party and the consideration paid, including any
non- cash assets transferred or liabilities assumed, is recognised in profit ar loss as other income or
finance costs.



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

Barrowing costs divectly attributable to the acquisition, construction or production of a qualifying asset
are capitalized as parl of the cost of that assel. All other borrowing costs are recognized and charged to
profit or loss in the year in which they are incurred.

34.17 Fair value measurement

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market pasticipants at the measurement date.

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

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

The Group classifies its fair value measurements using a fair value hierarchy that reflects the
significance of the inputs used in making the measurements. The fair value hierarchy has the following
levels:

*  quoted prices (unadjusted) in active markets for identical assels or liabilities (Level 1);

e inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly (that is, as prices) or indirectly (that is, derived from prices) (Levet 2); and

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

The appropriate level is determined on the basis of the lowest level input that is significant to the fair
value measurement.

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

The fair value of assets and liabilities that are not traded in an active market (for example, over-the-
counter derivatives) is determined by using valuation techniques. These valuation techniques
maximize the use of observable market data where it is available and rely as little as possible on entity
specific estimates. If all significanl inputs required to fair value an instrument are observable, the asset
or liability is included in Level 2. If one or more of the significant inputs is not based on observable
market data, the asset or liability is included in Level 3. The Group's unlisted financial assets at
FVOCI1/AFS financial assets, refundable deposits, installment pavable and deposits from tenants are
included in Level 3.



The Group uses valuation techniques that are appropriate in the circumstances and applies the
technique consistenlly. Commonly used valuatlion technigues are as follows:

« Market approach - A valuation technique that uses prices and other relevant information gencrated
by market transactions involving identical or comparabie (i.e., similar) assets, liabilities or a group
of asseis and liabilities, such as a business.

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

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

Specific valuation techniques used to value financial instruments include:

Quoted market prices or dealer quotes for similar instruments.

e The fair value of interest rate swaps is caleulated as the present value of the estimated future cash
flows based on observable yield curves.

e The fair value of forward foreign exchange contracts is determined using forward exchange rates at
the reporting date, with the resulting value discounted back to present value.

e  Other techniques, such as discounted cash flow analysis, arc used to determine fair value for the
remaining financial instruments.

The investment properties of the Group are classified under Level 3 category.
34.18 Current and deferred income tax

The tax expense comprises current and deferred income taxes. Tax is recognized in profit or loss,
cxeept to the extent that it relates to items recognized in other comprehensive income or directly in
equity. In this case, the tax is also recognized in other comprehensive income or directly in equity,
respectively.

The current income tax expense is calculated on the basis of the tax laws enacted or substantively
enacted at the reporting date where the Group operates and generates faxable income. Management
periodically evaluates positions taken in tax returns with respect fo situations in which applicable tax
regulation is subject to interpretation and establishes provisions where appropriate on the basis of
amounts expected to be paid to the tax authorities.

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

Deferred income tax is provided in full, using the liability method, on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the consolidated financial
statements. Neferred income tax is determined using tax rates (and laws) that have been enacted or
substantively enacted at reporting date and are expected to apply when the related deferred income tax
assel is realized or the deferred income iax liability is seliled.



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

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

Deferred income tax liabilities are recognized in full for all taxable temporary differences, except to the
extent that the deferred income tax liability arises from the initial recognition of goodwill. Deferred
ineome tax liabilities are provided on taxable temporary differences arising from investments in
subsidiaries and associales, excepl for deferred income tax liability where the timing of the reversal of
the temporary difference is controlled by the Group and it is probable that the temporary difference will
not reverse in the foreseeable future. Generally the Group is unable fo control the reversal of the
temporary difference for associates. Only where there is an agreement in place that gives the Group the
ability fo cantrol the reversal of the temporary difference not recognized.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset
curtent tax assets against current tax liabilities and when the deferred income tax assets and liabilities
relate to income taxes levied by the same taxation authority where there is an intention to setile the
balances on a net basis.

Deferred income tax assets and liabilities are derecognized when relevant temporary differences have
been realized and settled, respectively. The Group reassesses at each reporting the need to recognize
previously unrecognized deferred income tax asset.

24.19 Provisions

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

Where there are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of ohligations as a whole. A proviston is recognized
even if the likelihood of an vulfllow with respect lo any one item included in the same class of
obligations may be small.

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

Provisions are reviewed at each reporling dale and adjusted to reflect the current best eslimale. 1[it is
no longer probable that an outflow of resources embodying economic benefits will be required to settle
the obligation, the reversal is recognized in the consolidated statement of tatal comprehensive income

within the same line item in which the original provision was charged.



34.20 Equity
(a) Share capital
Share capital consists of common shares, which are stated at par value, that are classified as equity.

Share premium is recognized for the excess proceeds and subscriptions over the par value of the shares
issucd.

(b)Treasury shares

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

{c) Refained earnings

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

(d) Dividend distribution

Dividend distribution to Parent Company's shareholder is recognized as a fiability in its financial
stalernents in the period in which the dividends are approved by the Board of Directors.

34.21 Earnings per share

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

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

34.22 Employee benefits
(a) Refirement benefits

The Group maintains a defined benefit retirement plan determined by periodic actnarial calculations.
This defined benefit retirement plan is funded through payments 10 a trustee-administered fund and
determined by periodic actuartal calculations. A defined benefit plan is a retirement plan that defines
an amount of pension benefit that an emplovee will receive on retirement, usually dependent on one or
more factors such as age, vears of service and compensation.



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

Remeasurcment gains and losses arising from experience adjusiments and changes in actuarial
assumptions are charged or credited to equity in other comprehensive income in the period in which
they arise.

Past-service costs are recognized immediately in profit or loss,
{b) Terrnination benefits

Termination benefits are payable when employment is terminated by the Group before the normal
retirement date, or whenever an emplayee accepts voluntary redundancy in exchange for these
benefits. The Group recognizes termination benefits at the earlier of the following dates: (a) when the
Group can no longer withdraw the offer of those benefits; and (b) when the enlity recognizes cosls for a
restructuring that is within the scope of PAS 37 and involves the payment of termination benefits. In
the case of an offer made to encourage voluntary redundancy, the termination benefits are measured
based on the number of employees expected to accept the offer. Benefits falling due more than 12
manths after the reporting date are discounted to present value.

(¢) Short-tern employce benefits

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

Liabilities for employee benefits ave derecognized when the obligation is settled, cancelled or has
expired.

34.23 Revenue nnd expense recognition
(a) Condominium sales

Revenue from condominium sales

The Group develops and sells condominium units. Under a contract to sell a condominium unit, the
object is the property itself, which is the normal output of a real estate business. in addition, this
contract contains information such as the contracting parties' rights and payment terms, which are
essential clements for a valid revenue contract. The Group assesses that contract must besigned by the
contracting parties to make it enforceable prior to revenue recognition. Also, the developer assesses
the commercial substance of the contract and the probability that it will collect the consideration.
Collectability of the contract price is demonstrated by the buyer's commitment to pay, which is
supported by the buyer’s initial and continuous investments that motivates the buyer to honor its
obligalion.



Contracts to sell condominium units are writien on a lump sum payment basis or installment basis
which include a fixed reseirvation fee, down payment with installment terms ranging from one to five
years, and bank financing for the remaining balance.

The Group satisfies ils performance obligation as it develops the properly. In accordance with
Philippine Inlerpretations Commiitee (PIC) 2016-04, the Group considers that the Group’s
performance does not create the asset with an alternative use to the Group and it has an enforceable
right to payment for performance completed to date. Therefore, revenue is recognized over time, i.e. as
the related obligations are fulfilled, measured principally on the basis of the estimated completion of a
physical proportion of the contract work. Land and materials delivered on site, such as steels, rebars
and elevators, which are yet to be installed/attached to the main structure, are excluded from the
percentage-of-completion.

Revenue is measured at the transaction price agreed under the contract, except for contracts where the
timing difference between the construction period and payment by the customer exceeds one year. In
such contracts, the Group assessed that it is necessary to adjust the transaction price for the effects of a
significant finaneing component as required by P1C Q&A 2018-12, but the Group decided not 1o adjust
the transaction price and availed the relief issued by the SEC per Memorandum Circular No. 3-2019
dated February 8, 2019. The SEC provided relief to the real estate industry by deferring the application
of the provisions of P1C Q&A 2018-12 for a period of three (3} years until January 1, 2021. For
completed projects, revenue from condominium sales are recognized in full (ie. point in time) once the
Group assessed that the contract meets all criteria for revenue recognition.

Any excess (deficit) of collections over the recognized revenue are recognized as “excess billing over
revenue” under accounts payable and other current liabilities ("installment contract assets” under
Trade and other receivables, net) as shown in the consclidated statement of financial position.

Ifthe criteria in assessing whether revenue can be recognized under a contract to sell are not yet met,
cash received from customers are recognized as part of “customers’ deposits” under accounts payable
and other liahilities.

(ost of condominium sales include upfront costs such as land costs and connection fees, which are
accounted for as fulfillment costs, and development costs which contribute to the construction progress
of the development project. Fulfillment costs are recognized as contract assets arising from fulfillment
costs to the extent that such costs give rise ta resources that will be used in satisfying performance
obligations in the future and that are expected to be recovered. These costs are included in properties
held for sale in the consolidated statement of financial position. Such contracl assels are amortized as
cost of condominium sales consistent with the revenue recognition method applied, subject to
impairment up to the extent that the carrving amount of the asset exceeds (a) the remaining amount of
consideration that the Group expects to receive; less (b) direct costs that have not been recognized as
expenses. Development costs are recognized as expense as the work to which they relate is performed.

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



The cost of inventory recognized in profit or loss on disposal (cost of condominium sales) is determined
with reference to the specific and allocated costs incurred on the sold property taking into account the
POC. The cost of condominium sales also include the estimated development costs to complete the
condominium, as determined by the Group's in-house technical staff, and taking into account the POC,
'The acerued development costs account is presented under “accounts payable and other current
liabilities” in the consolidated statement of financial position.

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

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

Accounting policies applied until December 31, 2017

The Group assesses whether it is probable that the economic benefits will flow to the Group when the
contract price is collectible, Collectability of the contract price is demonstrated by the buyer's
commitment to pay, which is supported by the buver's initial and continuous investments that
motivates the buyer to honor its obligation. Collectability is also assessed by considering factors such
as collections and credit standing of the buyer.

Revenue from condominium sales is accounted for using the full acerual method. In accordance with
Philippine Interpretations Committee (PIC) Q&A No. 2006-01, the POC method is used to recognize
income from condominium sales where the Group has material obligations under the sales contract to
complete the real estate project after the unit is sold, the equitable interest has been transferred to the
buyer, construction is beyond preliminary stage (i.c., engineering, design work, construction contracts
execution, site clearance and preparation, excavation and the building foundation are finished}, and the
costs incurred or to be incurred can be measured reliably. Under this method, revenue is recognized as
the related obligations are fulfilled, measured principally on the basis of the estimated completion of a
physical proportion of the contract work.

(b) Rental

Rental income from operating leases {the Group is the lessor) is recognized as income on a
straight-line basis over the lease term or based on a certain percentage of gross revenue of the lessees,
whichever is applicable. When the Group provides incentives to its lessees, the cost of incentives are
recognized over the lease term, on a straight-line basis, as a reductinn of rental income.

When the revenue recognition criteria are not met, cash received from lessees are recognized as advance
rental, until the conditions for recognizing rental income are met.

(c) Hotel operation (PAS 18 and PFRS 15)

Hotel revenue from room rentals, food and beverage sales, and other ancillary services are recognized when
the services are rendered. Revenue from other ancillary services include, amang others, business center and
car renlal, laundry service, telephone service and health club services. The services rendered are dislincl
perfarmance obligations, for which prices invoiced to the guests are representative of their stand-alone
selling prices. These obligations are fulfilled over time when they relate to rcom rentals, that is over the stay
within the hotel, at a point in time for other goods orservices, when they have been delivered or rendered.



Costs of hotel operation are expensed as ineurred. These include expenses incurred for the generation of
reveniue from food and beverage sales, room rentals, and other ancillary services.

(<) Imterest income and expense

Interest income and expense are recognized in profit or loss for all inlerest-bearing {inancial
instruments using the effective interest method.

The effective interest method is a method of caleulating the amortized cost of a financial asset or a
financial linbility and of allocating the interest income or interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts estimated future cash payments or receipts
through the expected life of the financial instrument or when appropriate, a shorter period ta the net
carrying amount of the linancial asset or financial liability.

Once a financial asset or a Group of similar financial assets has been written down as a result of an
impairment loss, interest income is recopnized using the original effective interest rate.

Interest income on bank deposits is recognized when earned, net of final witholding tax.
(¢) Dividend income

Dividend income is recognized when the Group's right to receive payment is established, which is
generally when the Board of the investee company approved the dividend.

{f) Other income

Administration and management services, customer lounge fees, banner income, income from
cinema operations and other service income are recognized when the related services have been
rendered. Revenues from auxiliary services such as handling, sale of scrap materials, import break
bulk and brokerage are recognized when services are provided or when goods are delivered. Money
received or amounts billed in advance for rendering of services or delivery of goods are recorded as
uncarned income until the carning process is complete.

(g) Cost and expenses
Cost and expenses are recognized when these are incurred.

CUSA charges to mall tenants are presented as a reduction to costs and expenses in the consolidated
statement of total comprehensive income. The Group decided to avail the relief issued by the SEC per
Meinorandum Cirenlar No. 3-2o1g dated February 8, 2019. The SEC provided relief to the real estate
industry by deferring the application of the provisions of PIC Q&A 2018-12-H for a period of three (3)
vears until January 1, 2021.



34.24 Leases
{a) Group is the lessor

Rental income from operating lease is recognized on a straight-line basis over the term of the relevant
lease or based on a certain percentage of gross revenue of the lessees, whichever is applicable. Initial
direct costs incurred in negotiating and arranging an operating lease are added to the carmving amount
of the leased asset and recognized on a straight-line basis over the lease term. Assets under these
arrangements are classified as investment property in the consolidated statement of financial position

(Note 34.9).
(b} Group is the lessee

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks
and rewards of ownership to the lessee. Ali other leases are classified as operating leases.

Operaling lease payments are recognized as an expense o1l a straight-line basis over the lease term,
except when another systematic basis is more representative of the time pattern in which economic
benefits from the leased asset are consumed. Contingent rentals arising under operating leases are
recoghized as an expense in the period in which they are incurred.

In the event that lease incentives are received to enter into operating leases, such incentives are
recognized as a liability. The aggregate benefit of incentives is recognized as a reduction of rental
expense on a straight-line basis, except when another systematic basis is more representative of the
time pattern in which economic benefits from the leased asset are consumed.

34.25 Foreign currency transactions and translation
(a) Functional and presentation currency

Items included in the consolidated financial statements of the Group are measured using the curreney
of the primary economic environment in which the Group operates (the functional curreney). The
consolidaled financial statements are presented in Philippine Peso, which is the functional and
presentation currency of the Group.

(b) Transactions and balances

Foreign currency transactions are translated into Philippine Peso using the exchange rates prevailing at
the date of the transactions. Foreign exchange gains or losses resulting from the settlement of such
transactions and [rom the translation at year-end exchange rates of monetary assets and liabilities
denominated in foreign eurrencies are recognized in profit or loss.

On consolidation, the assets and liabilities of Gipsey and SHIL, foreign subsidiaries with functional and
presentation currency of Hong Kong doflar, are translated inte Philippine Peso at the rate of exchange
prevailing at the reporting date and their income statements are translated at exchange rates prevailing at
the dates of the transactions. The exchange differences arising on translation for consolidation are
recognized in other components of equity. On disposal of a foreign subsidiary, the component of other
components of equily relaling to that particular foreign subsidiary is recognized in profit or loss.



34.26 Relaled parly relationships and transactions

Related party relationship exists when one party has the ability to control the other party, directlv or
indirectly through one or more intermediarics, or cxercise significant influence over the other party in
making financial and operating decisions. Such relationship aiso exists between and/or among entities
which are under common control with the reporting enterprise, or between and/or among the
reporting enterprises and their key management personnel, directors, or its shareholder, In
considering each possible related party relationship, attention is directed to the substance of the
relationship, and not merely the legal form.

34.27 Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the
chief operating decision maker. These operating segments are the basis upon which the Group reports
ifs segment information presented in Nate 2 tn the consnlidated finaneial statements.

The Board of the Group has appoinied a strategic steering commitlee which assesses the financial
performance and position of the group, and makes strategic decisions. The steering committee, which
has been identified as being the chief operating decision maker, consists of the chief executive officer,
the chief financial officer and the manager for corporate planning.

The accounting policies used to recognize and measure the segment’s assets, liabilities and profit or
loss is consistent with those of the consolidated financial statements.

34.28 Contingencies

Contingent liabilities are not recognized in the consolidated financial statements. These are disclosed
unless the possibility of an outflow of resources embodying economic bencfits is remote. Contingent
assets are not recognized in the consolidated financial statements but disclosed when an inflow of
economic benefits is probable,

34.20 Events after the reporting period

Post year-end events that provide additional information about the Group's position at the reporting
date (adjusting events) are reflected in the consolidated financial statements. Post year-end events that
are not adjusting cvents are disclosed in the notes to the consolidated financial statements when
material.

34.30 Reclassification

Advances to contractors and suppliers account, which was previously reported as part of trade and
other receivables account, was reclassified to prepaid taxes and other current assets account in the
consolidated statement of financial position to conform to the current pericd presentation. Such
reclassification did not impact previously reported net income, retained carnings and cash flows. A
third statement of financial position was not presented since it did not impact total current assets and
based on the qualitative assessment of the Group.
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INFORMATION

P RINCIPAL OFFFICT
Tel: (63 2) 370-3700

Fax: (63 2) 370-2777

Level 5, Shangr-La Plaza
EDSA corner Shaw Boulevard
Mandaluyong Cify 1550
info@shangproperties.com
www.shangproperiies.com

PRINCIPZAL BANKIERS

Bank of the Philippine Islands

800 Unmibank, Inc.

Phiippine Savings Bank

Metropolitant Bank and Trust Company
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Isla Lipana & Co.
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Abello Concepcion Reqgala & Cruz
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Sayoc & Delos Angeles

PROPLERLEY VATLULR
Royal Asia Appraisal Corporation

STOCK TRANSFERAGENT
Rizal Commercial Banking Corp.
Ground Floar, GPL Building

2215en. Gil Puyat Avenue,

Makat City, Metre Manile

KIY DATLES
+ Regular Board Meeting: Quarterly
* Annual Stockholder's Meeting:
Any day in June of each year
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1. 30 January 2018
Date of Report (Date of earliest event reported)

2, SEC Identification Number 145480 3 BIR Tax Identification No.: 000-144-385

4.  SHANG PROPERTIES, INC.
Exact name of Issuer as specified in its charter

5. Philippines B. (SEC Use Only)
Province, Country or other jurisdiction industry Classification Code
of incorporation or organization

7. Unit 506, 5" Level Shangri-La Plaza Mall
EDSA corper Shaw Boulevard, Mandaluyong City 1550
Address of principal office Postal Code

8.  (632) 370-2700
Registrant's telephone number, including area code

Former name, former address, and former fiscal year, if changed since last report.

10.  Securities registered pursuant to Sections 4 and 8 of the RSA

Number of Shares of
Titte of Each Class Common Stock Qutstanding
Common Stock R1.00 par value 4,764,058,982

11.  Indicate the item numbers reported herein.

Item 4.

i) RESIGNATION OF DIRECTOR

MR. GREGORY ALLAN DOGAN formally tendered his resignation as Director of the Issuer
effective close of business hours of 15 February 2019.



SIGNATURES

Pursuant to the requirements of the Revised Securities Act, the Registrant has duly caused
this report to be signed on its behalf by the undersigned hereunto duly authorized.

SHANG PROPERTIES, INC.
Issuer

— 7\ N

1‘ X N
FEDERIGQ G. NOEL, JR.
Corporaje Secretary

Date: 30 January 2019
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1. 8 March 2019 U
Date of Report (Date of eariiest event reported)

2. SEC Identification Number: _145480 3. BIR Tax Identification No.: 000-144-386

4. SHANG PROPERTIES, INC.
Exact name of Issuer as specified in its charter

5. Philippines 6. (SEC Use Only)
Frovince, Country or other jurisdiction Industry Classification Code
of incorporation or organization

7. Unit 506, 5" Level Shangri-La Plaza Mall

EDSA corner Shaw Boulevard, Mandaluyong City 1550

Address of principal office Postal Code

8. (B632) 370-2700
Registrant's telephone number, including area code

Former name, former address, and former fiscal year, if changed since last report.
10.  Securities registered pursuant to Sections 4 and 8 of the RSA

Number of Shares of

Title of Each Class Common Stock Outstanding
Common Stock R1.0C par value 4,764,058,982

11, Indicate the item numbers reported herein.

During the Regular Meeting of the Board of Directors held o 6 March 2019, the following
matters were taken up:

Item No. 4  Resignation, Removal or Election of Registrant's Directors or Officers

item 4.

i} ELECTION OF GROUP FINANCIAL CONTROLLER

Mr. Rajeev Garg was elected as the new Vice President & Group Financial Controlter of the
Issuer.



Mr. Garg has been with the Kuok Group for a total of 14 years, covering various funclions
including Finance in Shangri-La Dubai, Aberdeen Marina Club, Hong Kong, Two Shangri-La
Development Projects in Sri Lanka and another development project in Colombo before
moving o lssuer.

Mr. Garg holds a Master’s Degree in Accounting & Finance Certificate from the Insiitute of
Chartered Accountants of India and PG Diploma in Management,

i) CASH DIVIDENDS

The declaration of 2.10550 per share cash dividend to all shareholders of record as of 21
March 2019 to be taken from the unrestricted retained eamings as reflected in the audited
financial statements of the Issuer as of 31 December 2018 to be paid on or before 29 March
2019,

fli) APPROVAL OF YEAREND RESULTS

Passed resolutions to approve the audited financial statements of the Issuer for the year
ended 31 December 2018.

SIGNATURES

Pursuant to the requirements of the Revised Securities Act the Registrant has duly caused
this report to be signed on its behalf by the undersigned hereunto duly authorized.

SHANG PROPERTIES, INC.
Issuer

Date: 6 March 2019
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OF THE REVISED SECURITIES ACT (RSA) \__~_ s« )

AND RSA RULE 11(a)-1(b)(3) THEREUNDER

1. 2 May 2019
Date of Report {Date of earliest event reported)
2. SEC (dentification Number: 145490 3. BIR Tax identification No. 000-144-386
4.  SHANG PROPERTIES, INC.
Exact name of Issuer as specified in its charter
5., Philippines 6. {SEC Use Only)
Province, Country or other jurisdiction Industry Classification Code
of incorporation or organization
7. Unit 508, 5" Level Shangri-La Plaza Mail
EDSA comer Shaw Boulevard, Mandaluvong Cit L 1550
Address of principal office Postal Code
8.  (632)370-2700
Registrant's telephone number, including area code
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Former name, former address, and former fiscal year, if changed since last report.
10.  Securities registered pursuant to Sections 4 and 8 of the RSA
Number of Shares of
Title of Each Class Common Stock Outstanding
Common Stock R1.00 par value 4,764,058,982
11, Indicate the item numbers reported herein.
ITEM NO. 9

lssuer will hold its Annual Stockholders’ Meeting on 19 June 2019 at 10:00 A.M. at the
Garden, Edsa Shangri-La Hotel, Manila, No. 1 Garden Way, Ortigas Center, Mandaluyong
City. Record date is set on 20 May 2019.



SIGNATURES

Pursuant to the requirements of the Revised Securities Act, the Registrant has duly caused
this report to be signed on its behalf by the undersigned hereunto duly authorized.

SHANG PROPERTIES, INC.,
Issuer

(V) s
FEDE : NoELXJR.
Corporate pecretary 'g

Date: 2 May 2019



CERTIFICATION

I, FEDERICO G. NOEL, JR., of legal age and with business address at
Administration Office, Shangri-La Plaza Mall, EDSA corner Shaw Boulevard,
Mandaluyong City, being the duly elected Corporate Secretary of SHANG
PROPERTIES, INC. (the “Corporation™), under oath, do hereby certify that:

1. None of the incumbent members of the Board of Directors and Executive
Officers of the Corporation are connected with or work for any government
agency body.

2. This Certification is being issued in compliance with the requirement of the
Markets and Securities Regulation Department of the Securities and Exchange
Commission.

IN WITNESS WHEREOF, I have signed this Certiﬁcamyhgg 2919 at
Mandaluyong City.

REPUBLIC OF THE PHILIPPINES)
IN THE CITY OF MANDALUYONG) S.5.

MAY 08 2019
SUBSCRIBED AND SWORN to before me in the City of Mandaluyong this day
of by Federico G. Noel, Jr., having satisfactorily proven to me his identity

through his Philippine Passport No. P6098076A issued by the DFA Manila on 20
February 2018 and valid until 19 February 2028, and who personally appeared before
me and signed the foregoing Certification, and acknowledge that he executed the
same freely and voluntarily, that he is acting as the authorized representative of Shang
Properties, Inc. and that he has the authority to sign in such capacity.

ANO
Doc. No. ] JOVEN G. L.
. NOTAR R0 £ MANDALUYONGG "
Page NO- . COMM‘S“ ' tatal- ECEMBER 31 - 2 i
Book No. J7 ROLLNO 53970
Series of 2019, 1BP LIFETIME NO. 011302; 12-28-12: R

H ) UYONG
PTR NO. 3808762; 1-3-13, MAN_DAL i
MCLE COMPLIANGCE NO VI Q17960 14 APEIl‘. %2‘4
METRO MART COMPLEX, MANDALUYONG CY
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SEC FORM 17-Q

P AND Coahie s

QUARTERLY REPORT PURSUANT TO SECTION 17 OF
SECURITIES REGULATION CODE

1. For the quarterly period ended ;31 MARCH 2019
2. Commission Identification Number © 145490
3. BIR Tax Identification Number : (000-144-386

SHANG PROPERTIES, INC.
4, Exact name of the Issuer as specifted in this charter:

9. Province, country or other jurisdiction of incorporation or organization: Not Applicable

6. Industry Classification Code: 1 (SEC Use Only)
Administration Office, Shangri-La Plaza Mall, EDSA cor Shaw Boulevard, Mandaluyong City 1550
7. Address of issuer’s principal office Postal Code

(632) 370-2700
8. Issuer's telephone number, including area code

9. Former name, former address and former fiscal year, if changed since last report;
10. Securities registered pursuant to Sections 8 and 12 of the SRC, or Sections 4 and 8 of the RSA.

Number of shares of common stock

Title of sach Class outstanding and amount of debt outstanding
Common Stock 4,764,056,287 common shares

11. Are any or all of the securities listed on a Stock Exchange?
Yes [x] No[ ]

If yes, state the name of such Stock Exchange and the class/es of securities listed therein:
Philippine Stock Exchange
12. Indicate by check mark whether the registrant;

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

Yes [x}] No{ ]

(b} has been subject to such filing requirements for the past ninety (20) days.

Yes [x] No[ ]
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PART 1 - FINANCIAL INFORMATION

ftem 1.  Financial Stafements

Please see attached.

ftem2, Management's Discussion and Analysis of Financial Condition and Results of Operations
Please see attached.

SIGNATURES

Pursuant to the requirements of the Securities Regulation Code, the Issuer has duly caused this report
to be signed on its behalf by the undersigned thereunto duly authorized.

SHANG PROPERTIES, INC.

Issuer
By:
KARLO MARCO t ESTAVILLO RAJEEY GARG
Treasurer/Chief Financial Officer Group Financial Controller

Date of Signing: 10 May 2019



PART 1 - FINANCIAL INFORMATION

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

Kev Performance Indicators

March31 | March31 | Change
2019 | 2018
Tumover (Php M) 28361 | 28641 | -1.0%
Profit attributable to shareholders  (Php M) 522.7 5749 9.1%
Earnings per share (Php Ctv) 0.110 0.121 -9.1%
Net asset value per share (Php) 6.839 6.422 6.5%
Debt to equity ratio (Ratio) 0.554 0.642 | -13.7% |

e Turnover consists of sales of residential condominium units, revenue from rental and
cinema, hotel operations, and other income. For three (3) months ended March 31,
2019, Shang Properties” revenue decreased by P28 million (M) to 22.8 billion (B)
from P2.9B revenues during the same period in 2019. Sales of residential
condominium units accounted for 21,128.5M or 40% of the total revenue. Revenue
from leasing operations amounted to R760,7M or 27% of the total revenue and higher
by P41.2M from R719.5M in the same period last year. Shangri-La at Fort’s hote!
operations contributed revenue amounting to P896.6M, higher by R104.4M from
P792.2M of the same period last year. Other income decreased by P43M.

e Profit attributable to shareholders that pertains to net income from operations after tax
amounted to P522.7M., lower by B52.2M or -9.1% compared with the same period last
year.

o Earnings per share showed a variance of -9.1% to 20.110 from last year’s 20.121.

o Net asset value per share is calculated by dividing the total net asset of the Group
(Total assets — Total liabilities and equity attributable to non-controlling interest) by
the number of shares outstanding. Net asset value per share increased by 6.5% mainly
due to income generated during the period.

e Debt to equity measures the exposure of creditors to that of the stockholders. It gives
an indication of how leveraged the Group is. It is determined by dividing total debt by
stockholder’s equity. The Group’s financial position remains solid with debt to equity
ratio of 0.55:1 as of March 31. 2019 and 0.64:1 as of March 31. 2018.



Financial Condition

Total assets of the Company amounted to £60.7B, a decrease of P417.1M from total assets of
£60.3B in December 31, 2018. The following are significant movements in the assets:

Increase in cash and cash equivalents by £171.8M is mainly due to availment of loan
for new project and collection from sales of condominium.

Increase in receivables by P728.7M is mainly due to higher sales of the condominium
units of The Rise project.

Decrease in properties held for sale by 2356M is mainly due to recognition of units
sold of The Rise project.

Deferred income tax assets increased by £34.2M mainly due to the percentage of work

completed recognized by Shang Wack Wack during the period which resulted to the
recognition of deferred tax assets.

Increase in other noncurrent assets by P40.9M is mainly due to utility deposits paid
during the period.

Current ratio is 1.22:1 as of March 31, 2019 from 1.31:1 as of December 31, 2018.

Total liabilities increased by P446.8M from P21.2B in 2018 to £21.7B in 2019 mainly due to
the following:

Increase in bank iloans by £383.64M is mainly due to new availment amounting to
P1.1B to finance the new project which was partially offset by repayments of the other
existing loans.

Increase in income tax payable by RP97.2M is mainly due to the taxable income
generated during the period by The Rise project. KSA Realty Corporation and
Shangri-La Plaza Corporation.

Increase in dividends payable by P96.1M due to the unpaid portion cash dividend
declared on March 29, 2019 amounting to B502.6M to all shareholders of record as of
March 31, 2019.

Increase in accrued employee benefits by £9.7M is mainly due to the accruals for
retirement benefits during the period.

Results of Operation

Consolidated net income for the period ended March 31, 2019 amounted to £522.7M lower by
9.08% from last year’s P574.9M.

Turnover decreased by 228M to £2.8B in 2019 from £2.9B in 2018, mainly due to net effect
of the following:



e Decrease in condominium sales by P130.7M mainly due to fewer available units for
sale due to completed projects.

e Increase in revenue from hotel operations by P104.4M mainly due to higher
occupancy this year as compared to same period last year.

¢ Interest income and other income decrease by P42.9M mainly due to loss in foreign
exchange brought about by the adverse movement of US dollar against peso value.

Total costs and expenses of the Group amounted to 21.9B, higher by P110M compared with
last year's 21.8B. This was mainly due to the following:

e Decrease in cost of rental and cinema by B14.2M is mainly due to lower utility costs,
repairs and maintenance cost and higher tenants reimbursements.

s Increase in cost of hotel operations by £78.9M due to higher occupancy compared to
same period last year.

o Increase in general and administrative expenses by R16.3M is mainly due to the
increase in salaries and wages and advertising expense for the new projects.

e Decrease in insurance by P0.3M mainly due to fidelity insurance paid in the previous
year.

e Increase in depreciation by P2.6M is due to office improvements of the Parent
Company.

Robust Growth Prospects with Robinson’s Land Corporation

Particulars Details
- Sharing 50:50 ]
Location | McKinley Parkway, Bonifacio Global City in Taguig City
Approx. Lot Area 9.000 sqm.
i _Eta_llnvestment R PhP IO_bi!lion_
Land Value per sqm PhP 550,000 per sqm
Approx. # of Units 428 Residential Units
813 Parking Slots
Floor Area Ratio R 9
L - S




Financial Soundness Indicators

\ End of 5 End of
| March 2013 . Decomben 2018 |
CumentRafio' 12 13|
Debt-to-equity ratio” ) | 0.55:1 i 0.541 |
Asset-to-equity ratio’ | 1.55:1 1.54:1 ‘
- BT Wb | 10w i
Interest rate coverage ratio’ i 11.40:1 _;L_ 12321 .‘
Return on_assets’ | 3.46% ! 381%
(Retumonequiy’ 535% | 6.08%

'Current assets/current liabilities
“Total liabilities/stockholders' equity
*Total asset/stockholders’ equity
*Income before interest and taxes/interest expense
*Annualized net income/average total assets’
°Annualized net income/average stockholders' equity’
Annualized net income = 1Q Net income x Average Total Assets = average total assets as of end of March
2019 and end of March 2018

Average Stockholders” Equity = average stockholders’ equity as of end of March 2019 and end of March
2018

Item 2. Information required by Part III, Paragraph (A} (2) (b) of “Annex C” of SRC

Rule 12

e There are no known trends or any known demands, commitments, events or uncettainties
that will result in or that will reasonably likely result in the registrant’s liquidity increasing
or decreasing in any material way.

¢ There are no known events that will trigger direct or contingent financial obligation that is
material to the company. including any default or acceleration of obligation.

e There are no off material balance sheet transactions, arrangements, obligations (including
contingent obligations), and other relationships of the company with unconsolidated
entities or other persons created during the reporting period.

e There are no material commitments for capital expenditures.
e There are no known trends, events or uncertainties that have or that are reasonably

expected to have material favorable or unfavorable impact on net sales or revenues or
income from continuing operations.



e There are no significant elements of income or loss that did not arise from the registrant’s
continuing operations.

e There are no material changes in periodical reports.
o There are no seasonal aspects that had a material effect on the financial statements.
Item 3. Other Required Disclosures

A.) The attached interim financial reports were prepared in accordance with Philippine
Financial Reporting Standard. The accounting policies and methods of computation followed
in these interim financial statements are the same compared with the audited financial
statements for the period ended December 31, 2018.

B.) Except as reported in the Management’s Discussion and Analysis of Financial Condition
and Results of Operations, there were no unusual items affecting assets, liabilities, equity, net
income or cash flows for the interim period.

C.) There were no materials changes in estimates of amounts reported in prior period that
have material effects in the current interim period.

D.) Except as disclosed in the Management’s Discussion and Analysis of Financial Condition
and Results of Operations, there were no other issuances, repurchases and repayments of debt
and equity securities.

E.) There are no significant events that happened subsequent to March 31, 2019 up to the date
of this report that needs disclosure herein.

F.) For the required disclosure as per SEC letter dated October 29, 2008 on the evaluation of
the company’s risk exposure and financial instruments profile please see Note 6 of the
attached interim financial statement.
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SHANG PROPERTIES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
{Amounts expressed in Php)

Unaudited Audited
Notes March 31 2019 December 31 2018
ASSETS
Current Assets
Cash and cash equivalents 3 2.603,900,812 2.432,067,332
Financial assets at fair value through profit or loss 40,963,133 41424316
Trade and other receivables 4.012.745.522 3.284.010.542
Properties held for sale 3.321.606,094 3.677,577.353
Input tax and other current assets 1.526.,727,729 1,515,512,255
Total Current Assets 11.505.943.292 10,950.621,798
Noncurrent Assets
Invesiments in associates and a joint veniure 1.000.388.985 1.000.388.985
Investment properiies 4 32.553.103.825 32,511,076,048
Real estate devetopment projects 473.562.357 495,950,088
Financial assets at fair value through other comprehensive
income. net 782,395,996 782,395,996
Property and equipment, net 5 13,521.783,139 13,754,741 363
Goodwill 269,870,864 269,870,864
Deferred income tax assets, net 156.583.176 122,428 897
Other non-current assets 409,331,774 368,410,888
Total Noncurrentl Assets 49.167.020.135 49,305.263,129
TOTAL ASSETS 60.672,963.428 60.255,884 927
LIABILITIES AND STOCKHOLDERS® EQUITY
Current Liabilities
Agcounts payable and other current liabilitics 5.185.796.056 5.391,793.728
Current portion of;
Instaliment payable 317,707,873 390,280,531
Bank loans 2.800.000.000 1,833.333,333
Depesits from tenants 503.462.220 503462220
Deferred [ease income 30.246,694 33518985
Income tax payable 259,320,218 162,066,422
Dividends payable 138.812.812 42,683,650
Total Current liabilities 9.435,345.875 8,357.138.869
[nstallment payable, net of current portion - 150,881,202
Accrued employee benefits 66.757.151 57,052,807
Bank loans, net of current portion 3.566.660,667 4,149.694.158
Deferred income Lax liabilities, net 7.719,645.498 7.655,864,029
Advance rental, net of current portion [87.029,727 187.029.727
Deposits from tenants, net of current portion 619.490.719 590,521,263
Deferred lease income, net of curent portion 41,343.640 41,343,640
Total Non-current liabilities 12.200,933,402 12,832.386.826
TOTAL LIABILITIES 21.636,279.279 21.189,525.695
Equity
Share capital 4.764.058,982 4,764,038,982
Share premium 834.439.607 834.439.607
Treasury shares (6.830,064) {6,850,064)
Equity reserves (141.132,606) (141.132,606)
Cther comprehensive income (loss) 219,855,767 219,970,989
Retained carnings 27.129.,070,070 27.108.948.851
Total equity attributable to shareholders of the Parent Company 32.799.441,756 32779435759
6237242393 6286923473

Non-controlling interests e

.'I‘o.ta-l‘I:Eqrurit}:' o )
TOTAL LIABILITIES AND EQUITY
{See accompanving notes 1o consolidated financial statements)

39.036.684.149
~ 60.672,963.428

39,066.359232

884927

602



SHANG PROPERTIES, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARNINGS

(Amounts expressed in Php)

REVENUES
Condominium sales
Rental and cinema
Hotel operations

UNAUDITED

FOR THE THREE (3) MONTHS

31-Mar-19 31-Mar-18
1.128.481.908 1,259.222.942
760.674.087 719,491 487
896,558.431 792,153,594

2.785.751,809

2.770.868.023

COST OF SALES AND SERVICES

Condominium sales 767.032,508 732.484.693
Rental and cinerna 45,119,046 59.343.040
Hotel operations 849.277.249 770.374.607
1.661,428.804 1.562.202.340
GROSS INCOME 1,124,323,006 1,208,665,683
OPERATING EXPENSES
General and administrative 188.494.517 172,203,044
Taxes and licenses 80,170,742 87.937.430
Depreciation and amortization 3,936,325 3.385,568
Insurance 148,837 481,360
274.750,621 264.007.402
OTHER INCOME
Interest income 33,968,708 33.111.206
Foreign exchange gains — net (416.538) 23.060.178
Other income — net 16,806,945 17.077.024
50,359,096 93,248,408
INCOME BEFORE SHARE IN PROFIT (LOSS) OF
ASSOCIATED COMPANIES 899,931,481 1,037,906,68%
SHARE IN LOSSES OF AN ASSOCIATED COMPANY - (2.529.643)
INTEREST EXPENSE AND BANK CHARGES 78,924,985 84,020,708
INCOME BEFORE TAX 821,006,495 951,356,338

PROVISION FOR INCOME TAX

(219.130.421)

(241.002.665}

INCOME BEFORE MINORITY INTEREST 601,876,074 710,353.676
MINORITY INTEREST (79.146.914) {135.410.297)
NET INCOME 522,729,160 574,943,379

RETAINED EARNINGS, beg.

27.108.948.85]

25,027.307.239

LESS: CASH DIVIDENDS (502.607.941) (597.620.751)
RETAINED EARNINGS, end. 27,129,070,070 25,004,629,868
BASIC AND DILUTED EARNINGS

PER SHARE 0.11 0.12




Consolidated Statements of Changes in Equity
For the period ended March 31, 2019
{With comparative figures for the year ended December 31, 2018)
(AIl amounts in Philippine Peso)

Unaudited Shareholders of the Parent Company

Other comprehensive incoma

Curmulative changes in

fair value of {1 C i Remeasurement loss Retained Nan-controlling
Shara capital Share pramiurm Treasury shares assels at FVQOCUAFS franslation  on defined benafit plan Equily reserves eamings interests
s e adjustments Total _ Total
:e Balances at December 31, 2017, as previously
presented 4,764,058,982 834,429,807 (6,850,064} 14,965,000 (272,439) {24,487,653) {9,795,092) (141,132,606) 25,027,307 247 6,566,213,206 36,624,241,280
Change in aceounting policy - - - 220,500,518 - = 221 500 578 - - - 220,500,518
Balances at January 1, 2013, as reslated 4,764,658,932 834,429,607 (6,850,084} #35,465,548 (372,439} {24,487,653) 210,705,424 (941,132,606} 25,927,307,247 6,856,213,208 38,744,741,736
Comprahensive income
Net mcome for ihe year - - B - - - - - 3.12.328,180 548,286,287 3.560.614,457
Qther compeehensive income (loss) - - - 7,780,500 (330,885 1,845,050 8,285,565 - - - 9,265 585
Tolal comprehensive income (loss) - - - 7.760,500 (338.885) 1,845,050 9,265,565 - 3,012,328,190 548,286,267 3,589 880,022
Transaction with awners
Cash dividends declared (Note 20) - - - - - N N - (820 686, 588) (317,578,000) (1,248 262 586)
Balances at December 31, 208 4,764,058,982 834,439,807 (8,850,084) 243,226,016 (512,324) {22,642,603) 219,970,339 ($41,132,695) 27,108,948, 851 6,286,923,473 38,056,359,232
Cash dividends decalred (502,807,941) (128.838,000) (831,210,314)
522,728,160 79148.914 804,876 074

Net Income for the year

Treasury shares
Balances at December 31, 2018 4,764,058,982 834,439,607 (6,850,084) 243,226,016 (612,424 (22,642,603 219,970,989 (141,132,608 27,129,070,070 6,237,242,367 39,036,684,145




Shang Properties, Inc. and Subsidiaries
Consolidated Statements of Cash Flows
{All amounts in Philippine Peso)

March 31, 2019

~March 31,2018

Cash flows from operating activities

Income before provision for income tax 821,006,495 951,356,340
Adjustments for.
Depreciation and amortization 5,836,525 3,385,568
Interest expense 75,144,656 83,830,258
Cumulative translation adjustment - 921,560
Loss on fair value adjustment of financial assets at fair
value through profit or loss 461,182 75,983
Share in net profits of associates - 2,529,643
Unrealized foreign exchange gain 416,558 (23,060,178)
Dividend income (11,524) (7,707)
o Interest income {33,968,708) (53,111,206}
Operating income before working capital 1,010,002,568 965,920,262
Changes
Changes in working capital:
Trade and other receivables (728,734,980) {429,705 675)
Properiies held for sale 355,971,259 (283,582,937)
Prepaid taxes and other current assets {11,215,474) {135,812,259)
Real estate development projects 22,387,731 -
Other non-current assets (75,075,165) -
Accounts payable and other current
liabilities 851,361,949 370,251,413
Accrued employee benefits (9,704,345) -
Installment payahle (23,453,860) -
Deferred lease income - 162,443
B Deposits from tenants (28,969,456) =
Net cash_generated from operations o 1,362,5670,229 484,641,355
Income tax paid (100,592,816) -
Interest received (44,798,812) 53,638,232
Net cash provided by operating activities 1,306,776,126 538,279,590
Cash flows from investing activities
Additions fo:
Investrnents in associates and a joint venture - (970,360)
Investment properties (42,027,777) (522,843,924)
Property and equipment (47,584,009) 72,598,577
Other assets . 90,346 528
Dividends received - ) 11,524 7,707
Net cash used in investing activities B (89,600,262) (360,861,472)

" Cash flows from financing activities

Payments of.
Loan principal

(1,533,333,333)

(1,464,312,079)

Interest (76,315,713) (85,064,377)
Cash dividends paid to:
Shareholders (406,478,779) {271,382)
Non-controlling shareholders of subsidiaries {128,828,000) (104,860,000}
Proceeds from loan availment, net of debt
issue costs 1,100,000,000 -
Increase in deposits frmena_nts - - 33,021,832
_ Net cash used in financing activities - (1,044955,825)  (1,621,486,007)
Net increase (decrease) in cash and cash equivalents or for -
the year 172,220,038 23,060,178
Cash and cash equivalents at January 1 2,432,097 332 (1,421,007,710)
Effects of exchange rate changes on cash and cash equivalents (416,558) 5,030,757,380
Cash and cash equivalents at March 31 2,603,900,812 3,609,748,670




SHANG PROPERTIES, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
AS OF AND FOR THE THREE (3) MONTHS ENDED MARCH 31,2019 AND 2018

Note 1 - General information

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

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

The Parent Company and its subsidiaries’ (together, the “Group”) businesses include property

investment and development, hotel operation, real estate management, leasing, mall and carpark
operations, and other supplementary businesses.

Note 2 - Seement information

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

(a) Property development
This husiness segment pertains to the sale of condominium units.

Shang Properties Realty Corporation (“SPRC”) is the developer of The Shang Grand Tower Project
{TSGT), located in Makati City, The St. Francis Shangri-La Place Project (TSFSP) and the One
Shangri-La Place Project (OSP), both located in Mandaluyong City.

Shang Property Developers, Inc. (“SPDI") is the develaper of Shang Salcedo Place Project (SSF),
located in Makati City.

The Rise Development Company Inc. (“TRDCI”) is the developer of The Rise Makati Project, located
in Makati City.

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

(b) Hotel operation

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

{c) Leasing

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

(2)



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

Except for the rental revenue from ESHRI, all revenues come from transactions with third parties.
There are no revenues derived from a single external customer above 10% of total revenue in 2018,
2017 and 2016. There is no need to present reconciliation since measure of segment assets, liabilities
and results of operations are consistent with those of the consolidated financial statements.

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

There are no changes in the Group's reportable segments and related strategies and policies during
the period.

(3)



The segment assets, liabilities and results of operations of the reportable segments of the Group as of and for the year ended March 31, 2019 are as follows:

Property development  Hotel operation Leasing Others  Total segments Eiiminations Consoclidated
Revenues
Condominium sales 1,128,481,908 - - - 1,128,481,908 - 1,128.481,908
Rental and cinema - - 818,068,131 - 818,068,131 (57.394,044) 760,674,087
Hotel operation - 896,505,814 - - 896,595,814 - 896,595,814
Cost of sales and services
Condominium sales (767,032,508} - - - (767,032,508} - {767,032, 508)
Rental and cinema - (45,119,046) - (45,118,046) - (45,119,0486)
____Hotel operation - _ (B49,277 249) o - - (849,277,249) B (849,277 ,249)
_Gross income (loss) 361,449,400 47,318,565 772,949,085 - 1,181,717.050 (57,394,044)  1,124,323,006
Operating expenses
Staff costs {24,412,481) - (152,003,389) (2.039,124) {178,454,995) 72,140,787 (106,314,207)
Taxes and licenses {46,810,203) - {28,650,7258) (4,709.815) (80,170,742) - (80,170,742)
Depreciation and amortization (303,119 - {55,162,3559) {4.219) (55,469,693) 49,533,169 (5,936,525)
insurance (2,300) - (128,602) (17,936) (148,837) - (148,837)
Other general and administrative (24,765,650) - {55,437,962) (2,343,822) {82,180,319) {82,180,310)
Other income (expense)
Interest income 26,548,620 - 7,152,702 267 388 33,968,708 - 33,968,708
Foreign exchange gains (losses}, net 38,058 - (455,076) 463 (416,557} (416,558)
Other income, net 9,214,644 - 6,909,018 9,051,451 88,887,733 (72,080,787) 16,806,945
Interest expense and bank charges (44,216,641) - (34703521 @ (4,823 (78,924,985) o - (78,924,985)
Income (Loss) before income tax 257,107,454 47,318,565 524,181,790 199,562 828,807,371 (7,800,876) 828,807,371
Provision for income tax o (100,740,508) e - (107.,428,691) (10,961,222) (219,130,421) o (219,130,421)
_Net income (loss) for Smkmmﬁ - 156,366,946 - 47 mA.m.mmm 416,753,009 (10,761,660) 609,676,950 _(7,800,876) 601,876,074
Segment assets 12,076,383,335 8,091,708,408 '31,731,740,186  13,075,502,421 65,875,332,350 Am 068,063,798) 59,807,268,550

Associate companies

_Total assets

OmU;m_ mxnm_‘d‘::_mm *n; ﬂ:m Mmmﬂ .-

12,976,383,335

1,000,388,970

1,000,388,985

31,731,740,186

'8,091,706,408

3,535,951,225  14,647,951,258

44, ﬁom .mmm

4,562,403

14,075,891 r..5@

9, 203, 398, N.:

~ 66,875,721,335

1%_. 455,314,841

mmfﬁ:fm

1,000,388,985

60,807,657,536

770, m.\.u 387

Am 068,063 ﬂwmv

:mm% 341, 33 21,

- 53147478



The segment assets, liabilities and resuits of operations of the reportable segments of the Group as of and for the year ended December 31, 2018 are as follows:

(5)

Property development

————

Others

Total segments Eliminations

Consolidated

Revenues
Condominium sales
Rental and cinema
Huotel operation

Cost of sales and services
Condominium sales

4,207,725,948

(2,693,212,800)

Hotel operation Leasing
783,522,331 -
103,587,139 3,145,593,103

3,171,907,725 -

(307,348,423)

!

4,991,248,279 -
3,249,180,242 (231,848,991)
3.171,907,725

(3,000,561,223) -

4,991,248,279
3,017,331,251
3,171,807,725

(3,000,661,223)

Rental and cinema - (241,988,954) - (241,988,954} (4,422,383) (246,411,337)
Hotel operation - (3,023,783,595) - - {3,023,783,595) - (3,023,783,585)
Gross income 1,514,513,148 727 885177 2,903,604,149 - 5,146,002 474 {236,271,374)  4,909,731,100
Operating expenses
Staff costs (116,145,626) (6,088,626) {361,112,216) {11,229,423) {494,575,891) 56,304,575 (438,271,318}
Taxes and licenses {65,362,223) (38,749,585) (85,990,201) {13,292,316) (203,394,325} - {203,384,325)
Depreciation and amortization (1,186,061) - (202,559,636) (16,875) {203,762,572) 180,729,836 (23,032,736)
tnsurance (2,013,374) - (1,324,884) (13,163} (3,351,421} - (3,351,421}
Other general and administrative {79,924 ,576) (277,519,182) (163,095,841) (8,751,883} (529,291,582} 9,161,595 (520,129,987}
Other income (expense)
Gain on fair value adjustment of investment properties (136,392,806) - 1,281,604,356 180,238,500 1,325,450,050 (445,455,773) 879,994,277
Interest income 148,245,729 21,847 470 19,493,406 1,242,290 190,828,895 - 190,828,895
Foreign exchange gzins {losses), net 13,313,171 5,330,885 5,520,360 {108,816,697) (84,652,281) 108,835,014 24,186,733
Other income, net 120,722,046 206,668,529 33,851,901 1,462,627,836 1,823,870,312  (1,449,313,799) 374,556,513
interest expense and bank charges (263,116) (188,978,167) (33,652,296) (135,848,130) (358,741,709) o - (358,741,709)
Income hefore income tax 1,395,506,312 450,396,501 3,396,339,098 1,366,140,039 6,608,381,950 (1,776,005,926) 4,832,376,024
Provision for income tax - (446,005860)  (133,913,982) (659,135,439) (9,503,010)  (1,248,558,291) (23,203,276)  (1,271,761,567)
_Netincome forthe year ] 949,500,452 316,482,519 2,737,203,659 1, mum 637,028 5,359,823,659 (1,799,209 202) 3, mmo 614,457
Segment assets AN_mam_amm_Ew m.im.awm.mmm 1 30,352,019,019  13,231,383,964 65,578, 395964  (6,322,900,022) 59,255,405042
Associate companies (Note 8) - - 1,000.388,985 1,000,388,985 - = 1.000,388,985
_Totalassets ) 12,848,498, Nmm 9,146, @W.mmw 30,352,019,01 m ,‘_m:m”: 772, 949  66,578,784,949 A\m\mmm“m\oo 022) .@@..lem.mmm 927
:mﬁm@._m\__mh :mm B I omA 526,346 4, mwo .810,260 13,112, mmm .\.m..a 8,757,631, mmm ww 512,527 222 :m 323,001,527) 21,189,525,695
_Capital expenditures for the <m.n: 58,076,120 17,004,568 489,886,876 - 564,967,564 - 564,967,564



Note 3 - Cash and cash equivalents

Cash and cash equivalents as at March 31, 2019 and December 31, 2018 consist of’

2019 2018
Cash on hand o o P25.916,169 P 14,679,741
Cash in banks 411.608.860 592,751.317

2.166,375,782  1.824,666.309

Cash equivalents .166
P2,603,900,812  P2,432,097,367

Cash in banks earned an average interest at respective bank deposit rates of 0.25% in 2019
and 2018.

Note 4 - Investment properties

Details of investment properties as at March 31 and their movements during the period are as
follows:

3 o T Land ~Building ~ Total
January 1, 2019 P 13,694,823,194 P 18.816,252,854 PR32,511.076.048
Additions - 42,027,776 42,027,776
Capitalized subsequent
expenditures ) - o
March 31, 2019 P13.694,823,194 1P18.858,280.630 P32,553,103,825

e

The Group's investment properties located in in Mandaluyong City and Makati City include
parcels of land and buildings held for office and retail leases and other parcels of land held for
capital appreciation. These properties are being leased out to subsidiaries and third parties.

The Group has no restrictions on the realizability of iis investment properties and no
contractual obligations to purchase, construct or develop investment properties or for repairs,
maintenance and enhancements.

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

Note 5 - Property and Equipment

This account consists of: ___
Building and

o ' Fumiture', Fixtures
Transportation

building Eaui and other Office
improvement _qulpment Equipment Total
Net book value as at
January 1., 2019 £7,809,654,196 P18.060,732 P5.927.026,432  R13,754,741,363
Additions 45,600,410 623,323 6,623,745 53,147,478
Depreciation (274,674,751) (1,244 487) (4,622,856) (280,542,094)
_Reclassification ~ (5,563.586) — 3 - (5,563,586)
Net book value as at
March 31,2019 $7,575,016,269 217,739,568 P5,929.027,321  P13,521,783,159

6



Note 6 - Financial risk and capital management

6.1 Financial risk management

The Group’s activities expose it to a variety of financial risks: market risk (including currency
risk, price risk and cash flow and fair value interest rate risk), credit risk and liquidity risk. The
Group’s overall risk management program focuses on the unpredictability of financial markets
and seeks to minimize potential adverse effects on the Group’s financial performance. Risk
management is carried out by the Group’s management under policies approved by its Board of
Directors. These policies cover financing structure, foreign exchange and interest rate risk
management. guarantees and credit support, as well as treasury control framework. There are
no changes in the Group’s risk management plans for the years ended March 31, 2019 and
December 31, 2018.

6.2 Market risk
fa} Foreign exchange risk

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

The Group's foreign currency denominated cash in banks and cash equivalents as at and net
foreign exchange gains for the period ended March 31, 2019 and December 31, 2018.

(b) Price risk

The Group’s exposure to price risk is minimal and limited only to financial assets at fair value
through profit or loss (Note 4) and FVOCI/AFS financial assets (Note 12) presented in the
consolidated statements of financial position. Changes in market prices of these financial assets
are not expected to have a significant impact on the financial position or results of operations of
the Group.

(c) Cash flow and fair value interest rate risk

Interest rate risk refers to risk that the value of a financial instrument will fluctuate due to
changes in market interest rates. The Group's interest-bearing financial instruments include
bank loans (Note 17). Interest rates on bank loans of SLPC and SGCPI are based on the higher
between the PHP BVAL rate plus 0.75% per annum and the BSP overnight borrowing rate. The
Parent Company’s bank loan has fixed interest rate, to be repriced every 30 to 180 days as agreed
by the parties.

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

Interest on financial instruments with floating rates is repriced at intervals of less than one year.
Interest on financial instruments with fixed rates is fixed until the maturity of the instrument.

7



The other financial instruments of the Group are non-inferest bearing and are therefore not
subject to interest rate risk. The Group invests excess funds in short-term placements in order to
mitigate any increase in interest rate on borrowings.

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

6.1.2 Creditrisk

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

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

The table below shows the credit quality of significant financial assets (i.e.. cash and cash
equivalents, and trade and other receivables) as at March 31, 2019 and December 31, 2018:

High Under Credit
_performing performing impaired Total
2019
Current assets
Cash and cash equivalents £2,603,200,812 - - R2603,900,812
Trade and other receivables 3,997,203,18%9 - 15542333 4,012,745,522
Non-current assets
Refundable deposits 117,295,877 E - 117295877
6,718,399,878 - 15,642,333 6,733,942 211
2018
Current assets
Cash and cash equivalents 2,404 887 736 - - 2,404,887,736
Trade and other receivables 3,284,010,542 - 15542333 3,299,552,875
Non-current assets
Refundable deposits 76,104,635 - - 76,104,635

P5765002913

£15,642,333 £5,780,545,246

(a} Cash and cash equivalents

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

(b) Receivables

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



Trade receivables

Sales of residential condominium units that are on installment basis are supported by post-dated
checks from the buyers. Titles to properties sold are not released unless full payment is received.
In case of leasing operations, tenants are subjected to credit evaluation and are required to put up
security deposits and pay advance rentals, if necessary. For the hote] operations, hotel guests
who wish to avail of a credit line are subjected to the normal credit investigation and checking.
References are required including review of the customer's financial position and earnings.
Approval of a credit line is performed by the Financial Controller and the General Manager.

A guest may not be given a line, but special ad hoc arrangements are allowed. It usually requires
deposits, prepayments or credit card guarantees as collaterals. Existing credit lines are reviewed
annually.

Norn-trade receivables

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

(c) Refundable deposits

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

6.1.3 Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they
fall due. The Group maintains sufficient cash and cash equivalents in order to fund its
operations. The Group monitors its cash flows and carefully matches the cash receipts from its
operations against cash requirements for its operations. The Group utilizes its borrowing
capacity, if necessary, to further bolster its cash reserves.

The table below analyzes the Group’s financial liabilities into relevant maturity groupings based
on the remaining period at the reporting date to the contractual maturity date. The amounts
disclosed in the table are the contractual undiscounted cash flows.

Balances due within 12 months approximate their carrying balances, as the impact of
discounting is not significant,



=

— e

0-90 days 91 - 180 days 181 - 360 days Total
At March 31. 2019
Bark loans £133.333.333 P£1.433.333,333 £1,233.333.334  $2.800,000,000
Accounts payable and other current liabilities* 2.826.013,444 - - 2.826.013.444
Deposits from tenants - - 303,462,220 503.462,220
[nstallment payable 241.376.830 91.306.826 185.024.217 517.707.873
Dividends payable 96,129,162 42,683.650 - 138.812.812
Future infercst payable B B 88.681.822 88.255.395 132.350.972 309,288,189
—— P4.597.855.735 £1.655.579.204 £2.054.170.743 P7.095,284,538
At December 31. 2018
Bank loans 133.333,333 1,433.333,333 266,666,667 1,833.333.333
Accounts payable and other current liabilities* 3.372,650.316 - - 3.372.650.316
Deposits from tenanis - - 503,462,220 503.462,220
Installment payable 113.948.488 91.306.826 185.025.217 390.280,531
Dividends payable - 42,683.650 - 42,683,650
Future interest payable . 8868182 = BB255393 132350972  309.288.189
£3.708,613.959 P1.655.579.204 P1,087.505.076  P6.451.698.239

*excluding advance rental, excess billing over revenue, customers ' deposits, reservation

payable, output VAT, deferred output VAT and payable fo government agencies

6.2 Capital management

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

The Group manages its capital structurc and makes adjustments to it in light of changes in
economic conditions. To maintain or adjust the capital structure, the Group may adjust the
dividend payment to shareholders. return capital to shareholders or issue new shares. There
were no changes in the Group’s strategies and policies during 2019 and 2018.

6.3  Fair value measurement

The Group follows the fair value measurement hierarchy to disclose the fair value

measurements of its financial instruments. The table below summarizes the fair value
measurement hierarchy of the Group's assets and liabilities at March 31, 2019:

Fair value measurement using

Significan
Quoted prices in Significant t
active markets observable inputs unobservable
(Level I} {Level 2) inputs
- (Level 3) ~ Total
2019
Assets measured at fair value
Financial assets at fair value through
profit or loss £40,963,133 B- - £40.963,133
Investment properties;
Land 12,699,670.41
- - 9 12,699.670,419
Buildings - - 18485,023,177  18,485,023,177
AFS financial assets:
Quoted 24,352,000 - - 24,352,000
Assets for which fair values are
disclosed
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Loans and receivables
Refundable deposits
Liabilities for which fair values are
disclosed
Installment payable
Deposits from tenants

2018
Assets measured at fuir value
Financial assets at fair value through
profit or loss
Investment properties:
Land
Buildings
Financial assets at FVQCE:
Quoted
Unquoted
Assets for which fair values are
disclosed
Loans and receivables
Refundable deposits
Liabilities for which fair values are
disclosed
instaliment payable

P- £49,309,692

- 366,529,493
£ P1,142991,024

P

P

Fair value measurement using

Significant

Quoted prices in observable
active markets inputs
(Level )  (Level2)
P41.424316 B
33.455,000 .

- 76,104,635

- P541,161.733

Significant
unobservable

mputs
(Level 3)

p-

13,233,022,951
19,278.053,097

748,94(1,996

£49,309,692

566,529,493

P1,142,991,024

Total

P41.424,316

13,233,022,951
19,278.053,097

33,455,000
748,940,996

76,104,635

B541,161,733

The Group's policy is to recognize transfers into and transfers out of fair value hierarchy levels
as of the date of the event or change in circumstances that caused the transfer.

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

2019 and 2018.

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

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

The fair value of financial assets at fair value through profit or loss is based on quoted market

prices at the reporting date.

(b) Cash and cash equivalents, trade and other receivables, accounts pavable and other current
liahilities. accrued employee benefits and dividends payable

Due to the short-term nature of cash and cash equivalents, trade and other receivables, accounts
payable and other current liabilities. dividends payable and accrued employee benefits, their
carrying values were assessed to approximate their fair values.
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(c) Installment contracts receivable

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

(d) Refundable deposits and deposits from tenants

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

(e} Available-for-sale financial assets

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

(f) Bank loans

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

Note 7 - Significant accounting judgments, estimates and assumptions

Estimates, assumptions and judgments are continually evaluated and are based on historical
experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances.

The Group makes estimates, assumptions and judgments concerning the future. The resulting
accounting estimates will, by definition seldom equal the related actual results. The estimates
and assumptions applied by the Group and which may cause adjustment to the carrying amounts
of assets and liabilities within the next financial year are discussed below.

7. 1 Critical accounting estimates and assumptions
{a) Determination of fair values of investment properties

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

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

b) recent prices of similar properties in less active markets, with adjustments to reflect any
changes in economic conditions since the date of the transactions that occurred at those

prices; and

¢) stabilized net operating income based on reliable estimates of future cash flows, derived

from the terms of any existing lease and other contracts and (where possible) from external
12



evidence such as current market rents for similar properties in the same location and
condition, and using pre-tax discount rates that reflect current market assessments of the
uncertainty in the amounts and timing of the cash flows.

(b) Usefii lives of property and equipment

The useful life of each item of the Group’s property and equipment is estimated based on the
period over which the asset is expected to be available for use. Such estimate is based on
collective assessment of industry practice, internal technical evaluation and experience with
similar assets. The estimated useful life of each asset is reviewed periodically and updated if
expectations differ from previous estimates due to physical wear and tear, technical or
commercial obsolescence and legal or other limits on the use of the asset. It is possible,
however, that future results of operations could be materially affected by changes in the
amounts and timing of recorded expenses brought about by changes in the factors mentioned
above, A reduction in the estimated useful life of any property and equipment would increase
the recorded operating expenses and decrease non-current assets.

In 2019 and 2018, there were no changes in the estimated useful lives of property and
equipment. As at March 31. 2019 and December 31, 2018. property and equipment have a
carrying value of £13.52 billion (2018 - £13.75 billion).

(c) Estimation of percentage-of-completion of the Group’s projects

The Group's revenue and cost recognition policies require management to make use of estimates
and assumptions that may affect the reported amounts of revenue and costs. The Group's
revenue from condominium sales, recognized based on the percentage-of-completion, are
measured using the output method by reference to the estimated completion of a physical
proportion of the contract work. The percentage-of-completion at each reporting date is
estimated by the project development engineers and are independently reviewed by the Group's
third party consultants.

The Group has following on-going projects with its percentage of completion as at March 31,
2019 and December 31, 2018:

Projects 2019 2018
The Rise Makati 74.33% 65%
Shang Wack Wack 1.13% 1%
Horizon Homes at Shangri-La at the Fort Completed Completed

Shang Salcedo Place Completed  Completed

(d) Determining retirement benefit obligation

The Group maintains a qualified defined benefit retirement plan. The calculations of retirement
costs of the Group are dependent upon the use of assumptions, including discount rates, expected
return on plan assets, interest cost, future salary increases, benefits earned, mortality rates, the
number of employee retirements, the number of employees electing to take lump-sum payments
and other factors.
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Actual results that differ from assumptions are accumulated and amortized over futare periods
and, therefore, generally affect recognized expense and the recorded obligation in future periods,
While the Group believes that the assumptions used are reasonable, differences in actual
experience or changes in assumptions may materially affect the Group's retirement obligation
and future expense.

In determining the long-term rates of return, the Group considers the nature of the plans’
investments, an expectation for the plans’ investment strategies, historical rates of return and
current economic forecasts. The Group evaluates the expected long-term rate of retum annually
and adjusts such rate as necessary.

7. 2 Critical accounting judgments

(a) Distinction berween properties held for sale. investment properties, and property and
equipment

The Group determines whether a property is to be classified as a property held for sale, an
investment property, or property and equipment through the following:

e Properties held for sale comprise properties that are held for sale in the ordinary course of
business. These are condominium units that the Group acquired or developed and intends to
sell.

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

» Property and equipment generate cash flows that are attributable not only to them but also to
the other assets used in the operations of the Group.

In making its judgment, the Group considers whether the property generates cash flows largely
independent of the other assets held by the Group.

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

(h) Revenue recognition

Selecting an appropriate revenue recognition method for a particular real estate sale fransaction
requires certain judgments based on the following, among others:

« Collectability of contract price
Collectability of the contract price is demonstrated by the buyer’s commitment to pay

which. in turn, is supported by substantial initial and continuing investments that gives the
buyer a sufficient stake in the property that risk of loss through default motivates the buyer
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to honor his obligation. Collectability is also assessed by considering factors such as the
credit standing of the buyer, age, and location of the property.

For condominium sales, in determining whether the contract prices are collectible, the
Group considers that initial and continuing investments by the buyer of about 20% would
demonstrate the buyer’s commitment to pay.

+ Stage of completion of the condominium

The Group commences the recognition of revenue from sale of uncompleted condominium
where the POC method is used when the construction is beyond preliminary stage (i.e..
engineering, design work, construction contracts execution, site clearance and preparation,
excavation and the building foundation are finished).

(¢} Estimation of nel realizable value of properties held for sale

Properties held for sale are carried at the lower of cost and net realizable value. The net
realizable value of completed condominium units is the estimated selling price of condominium
unit less estimated costs necessary to make the sale. While the net realizable value of
condominium units under construction is the estimated selling price of a condominium unit less
estimated costs to complete the construction, estimated time value of money to the date of
completion and estimated costs necessary to make the sale.

(d) Recoverability of investments in associates and a joint venture

The Group's investments in associates and a joint venture are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount of the
investment may not be recoverable. An impairment loss would be recognized whenever
evidence exists that the carrying value is not recoverable.

(e) Impairment of goodwill

The Group reviews the goodwill annually for impairment and whenever events or changes in
circumstances indicate that the carrying amounts may not be recoverable. Goodwill is
monitored by management at SGCPI’s business level (lowest level of CGU identified)
following its acquisition by Parent Company.

As at March 31, 2019 and December 31,2018, based on management's assessment and
judgment, there is no impairment of goodwill since the recoverable amount of the CGU is
higher than the carrying value.

The Group’s impairment review includes an impact assessment of changes in discount rate used
for value in use calculations. If the discount rate would increase/decrease by 1%, the estimated
fair value of CGU would have been lower/higher by P945.09 million/P984.59 million. Based
on this sensitivity analysis, management concluded that no reasonable change in base case
assumptions would cause the carrying amount of SGCPI's business to exceed its recoverable
amount.
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{f) Impairment of non-financial assets

The Group reviews its non-financial assets, such as investments in associates and in a joint
venture, real estate development projects, and property and equipment, for any indicator of
impairment in value. This includes considering certain factors such as significant changes in
asset usage, significant decline in assets’ market value, obsolescence or physical damage of an
asset, significant underperformance relative to expected historical or projected future operating
results and significant negative industry or economic trends. If indicators of impairment have
been identified, the Group determines the recoverable amount of the asset, which is the higher
of the asset’s fair value less costs to sell and value in use.

(g) Classification of leases as operating lease

The Group has entered into commercial property leases on its investment property portfolio. The
Group has determined, based on an evaluation of the terms and conditions of the arrangements,
such as the lease term not constituting a major part of the economic life of the commercial
property and the fair value of the asset. that it retains all the significant risks and rewards of
ownership of these properties and accounts for the contracts as operating leases.

th) Income taxes

A certain degree of judgment is required in determining the provision for income taxes, as there
are certain transactions and calculations for which the ultimate tax determination is uncertain
during the ordinary course of business.

The Group recognizes liabilities for tax audit issues when it is probable. The liabilities are
based on estimates whether additional taxes will be due. Where the final tax outcome of these
matters is different from the amounts that were initially recorded. such differences will impact
the income tax and deferred tax provisions in the period in which such determination is made.

Further, the Group reviews the carrying amounts of deferred tax assets at each reporting date
and reduces them to the extent that it is no longer probable that sufficient future taxable profits
will be available to allow all or part of the deferred tax assets to be utilized. The Group expects
to generate sufficient future taxable profits to allow all of its recognized deferred tax assets to be
utilized.

(i) Contingencies

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

Note 8- Summary of significant accounting and financial reporting policies

8.1 Basis of preparation

The consolidated financial statements have been prepared in accordance with Philippine
Financial Reporting Standards (PFRS). The term PFRS in general includes all applicable
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PFRS, Philippine Accounting Standards (PAS), and interpretations of the Philippine
Interpretations Committee (PIC), Standing Interpretations Committee (SIC) and International
Financial Reporting Interpretations Committee (IFRIC) which have been approved by the
Financial Reporting Standards Council (FRSC) and adopted by SEC.

The consolidated financial statements have been prepared under the historical cost convention.,
as modified by the revaluation of financial assets at fair value through profit or loss. investment
properties and financial assets at FVOCI/AFS financial assets.

The preparation of consolidated financial statements in conformity with PFRS requires the use
of certain critical accounting estimates. It also requires management to exercise its judgment in
the process of applying the Group’s accounting policies.

8.2 Changes in accounting policy and disclosures
(a) New standards. amendments and interpretations adopted by the Group
PFRS 15 adoption

PFRS 15, “Revenue from contracts with customers’, replaces PAS 18, ‘Revenue” which covers
contracts for goods and services and PAS 11, *Constiruction contracts’ which covers
construction contracts. The new standard is based on the principle that revenue is recognized
when conirol of a good or service transfers to a customer - so the notion of control replaces the
existing notion of risks and rewards.

A new five-step process must be applied before revenue can be recognized: (1) identify
contracts with customers, (2) identify the separate performance obligation, (3) determine the
transaction price of the contract, (4) allocate the transaction price to each of the separate
performance obligations, and (5) recognize the revenue as each performance obligation is
satisfied.

(1) Accounting for revenue from condominium sales

A number of interpretations were adopted by the Group in conjunction with PFRS 15 in relation
to revenue from condominium sales.

PIC Q&A 2016-04, “Application of PFRS 15 "Revenue from contracts with customers " on sale
of residential properties under pre-completion coniracts’, clarifies that sales of residential
properties under pre-completion stage meet the criteria for revenue recognition over time.

PIC Q&A 2018-12, *PFRS 15 implementation issues affecting the real estate industry’, clarifies
how real estate developers in the Philippines will adopt the requirements of PFRS 15. The
interpretation covers the following implementation issues:

e  Elements of a contract for a sale of real property that meet the requirements of PFRS 15
e  Performance obligations in a contract to sell
e  Assessing existence of significant financing component in a contract for a sale of real
property
*  Determining measure of progress in revenue from sale of real property
e  Accounting for benefits given to sales agents
17



e  Accounting for common usage service area (CUSA) charges

Based on the interpretation, the Group assessed that it is necessary to adjust the transaction price
for the effects of a significant financing component, but the Group decided not to adjust the
transaction price and availed the relief issued by the Securities and Exchange Commission
(SEC) per Memorandum Circular No. 3-2019 dated February 8, 2019. The SEC provided relief
to the real estate industry by deferring the application of the provisions of PIC Q&A 2018-12
for a period of three (3) years until January 1. 2021. The Group is currently assessing the
impact of accounting for significant financing component on its consolidated financial
statements.

PIC Q&A 2018-14, "PFRS 15 - Accounting for Cancellation of Real Estate Sales’, clarifies that
repossessed real properties should be initially measured by real estate developers at either (1)
fair value less cost to repossess or (2) fair value plus repossession cost. Under both approaches,
the Group should consider payments to buyers required under the Maceda Law and the write-
off of any unamortized portion of cost of obtaining a contract in its determination of gain or loss
from repossession. The Group decided to avail the relief issued by the SEC per Memorandum
Circular No. 3-2019 dated February 8, 2019 deferring the application of the provisions of PIC
Q&A 2018-14 for a period of three (3) years until January 1. 2021. The Group is currently
assessing the impact of this interpretation on its consolidated financial statements.

(i) Accounting for CUSA charges to lessees under mall and hotel operations

PIC Q&A 2018-12-H, ‘PFRS 15 implementation issues affecting the real estate indusiry’,
includes guidance on accounting for CUSA charges. This clarifies that for CUSA and air
conditioning charges to tenants, the entities have the ability to direct the use of and obtain
substantially all the remaining benefits from the services being delivered to the tenants. The
entities can direct the maintenance, security, and cleaning and administrative services and
therefore, in this arrangement, the entity is a principal and should recognize revenue. The
Group decided to avail the relief issued by the Securities and Exchange Commission (SEC) per
Memorandum Circular No. 3-2019 dated February 8, 2019. The SEC provided relief to the
real estate industry by deferring the application of the provisions of PIC Q&A 2018-12-H for a
period of three (3} years until January 1, 2021.

In summary, the adoption of PFRS 15 resulted in changes in accounting policies but did not
result in material adjustments to the amounts previously recognized in the consolidated financial
statements. As permitted under the transitional provisions of this standard, the transaction price
allocated to partially unsatisfied performance obligation as at December 31, 2017 is not
disclosed.

PFRS 9 adoption

PFRS 9, ‘Financial instruments’ replaces the provisions of PAS 39 that relate to the
recognition, classification and measurement of financial assets and financial liabilities,
derecognition of financial instruments, impairment of financial assets and hedge accounting.

The Group’s adoption of this standard for the period beginning Januvary 1, 2018 resulted in a

change in accounting policies. However, the adoption did not have a significant impact on the
amounts recognized in the consolidated financial statements.
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There is no impact on the Group's classification and measurement of financial assets. The
Group’s equity securities previously classified as AFS are still measured at FVOCI following
the irrevocable election available under PFRS 9. As a result. assets with a fair value of
P513,192,742 were reclassified from available-for-sale financial assets to financial assets at
FVOCI and additional fair value gains of P220,500,516 ywere recorded to investment valuation
reserve on January 1, 2018 (Note 12). The changes in fair value of such investments will no
longer be reclassified to profit or loss when they are disposed of. All other financial assets
previously classified as loans and receivable will remain at amortized cost as these financial
assets are mainly held to collect and held solely for the payment of principal and interest. There
will also be no impact on the Group’s accounting for financial liabilities as the new
requirements only affect the accounting for financial liabilities that are designated at fair value
through profit or loss and the Group does not have any such liabilities.

The new hedge accounting rules will align the accounting for hedging instruments more closely
with the risk management practices. As a general rule, more hedge relationships might be
eligible for hedge accounting, as the standard introduces a more principle-based approach. This
has no impact on the consolidated financial statements since the Group has hedging transactions
in 2018.

The Group shifted from incurred loss model under PAS 39 to expected credit foss model in the
determination of impairment provisions for financial assets not carried at fair value through
profit or loss upon adoption of PFRS 9. The adoption however, did not result in significant
adjustments on the level of allowance for impairment recognized in the consolidated financial
statements.

PFRS 9 was generally adopted without restating comparative information. The adjustment
arising from the remeasurement of unquoted equity securities which were previously carried at
cost are therefore recognized in the opening balance sheet on January 1. 2018. The table below
shows the adjustments recognized for each individual line item affected by the changes.

December 31, 2017,

as previously January 1,
o Notes presented PFRS 9 2018, restated
Non-current assets
Financial assets at fair value through
other comprehensive income, net 12 p- £773,265,996 P773,265,996
Available-for-sale financial assets, net 12 513,192,742 (513,192,742) -
Non-current liabilities
Deferred income tax liabilities, net 26 {7.179,085,729) (39,572,738) (7,218,658,467)
Equity
Other comprehensive income (loss) 12 P9,795,092 £ (220,500,516) £ (210,705,424)

Other amendments and interpretations

The following amendments and interpretations are adopted but did not have any impact on the
amounts recognized in prior periods and are not expected to significantly affect the current or
future periods:

e Amendments to PFRS 2, Classification and Measurement of Share-based Payment
Transactions
* Annual Improvements 2014-2016 cycle

e Amendments to PAS 40, Transfers to Investment Property
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» Interpretation 22, Foreign Currency Transactions and Advance Consideration

e PIC Q&A 2018-11, Classification of land by real estate developer
PIC Q&A 2018-15, PAS 1 - Classification of advances to contractors in the nature of
prepayments: current vs, non-current

e PIC Q&A 2019-01. Accounting for service charges under PFRS 15, Revenue from
Contracts with Customers

(b) New standards, amendments and interpretations not yet adopted

The following new accounting standards and interpretations are not mandatory for December
31, 2618 reporting period and have not been early adopted by the Group:

PFRS 16. L eases {effective for annual periods beginning on or after January 1. 2019

PFRS 16 will replace the current guidance in PAS 17, Leases. PFRS 16 which will become
effective on January 1, 2019 will affect primarily the accounting by lessees and will result in
the recognition of almost all leases on balance sheet. PFRS 16 removes the current distinction
between operating and financing leases and requires recognition of an asset (the right to use
the leased item) and a financial liability to pay rentals for virtually all lease contracts. Under
PFRS 16, a contract is, or contains, a lease if the contract conveys the right to control the use
of an identified asset for a period of time in exchange for consideration. An optional
exemption exists for short-term and low-value leases. The Group has initially assessed that
the adoption of the new standard will not have a material impact on the consolidated financial
statements as it is mainly the lessor in the existing lease agreements. While some differences
may arise as a result of the new guidance on the definition of the lease, the Group has opted to
apply such guidance only to contracts entered into (or changed) on or after the date of initial
application. Existing lease contracts will not be reassessed and such expedient will be
consistently applied to all contracts.

Philippine Interpretation IFRIC-23. Uncertainty over Income Tax Treatmenis (effective for
annual periods beginning on or after Januarv 1, 2019)

It has been clarified previously that PAS 12, not PAS 37, Provisions, Contingent Liabilities and
Contingent Assets, applies to accounting for uncertain income tax treatments. [FRIC 23
explains how to recognize and measure deferred and current income tax assets and liabilities
where there is uncertainty over a tax treatment.

An uncertain tax treatment is any tax treatment applied by an entity where there is uncertainty
over whether that treatment will be accepted by the tax authority. For example, a decision to
claim a deduction for a specific expense or not to include a specific item of income in a tax
return is an uncertain tax treatment if its acceptability is uncertain under tax law. IFRIC 23
applies to all aspects of income tax accounting where there is an uncertainty regarding the
treatment of an item, including taxable profit or loss, the tax bases of assets and liabilities, tax
losses and credits and tax rates.

The adoption of the above interpretation will not have a material impact on the consolidated
financial statements of the Group.
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Other amendments

Likewise, the following amendments are not mandatory for December 31, 2018 reporting
period and have not been early adopted by the Group:

e Amendments to PAS 28. Long-term Interests in Associates and Joint Ventures (effective
January 1, 2019)

e Amendments to PFRS 9, Prepayment Features with Negative Compensation (effective January
1,2019)

e Annual Improvements 2015-2017 cycle (effective January 1. 2019)

e Amendments to PAS 19, Plan Amendment, Curtailment or Settlement (effective January
1,2019)

» Amendments to PFRS 3, Business Combinations (effective January 1. 2020)

The adoption of the above amendments are not expected to have a material impact on the
consolidated financial statements of the Group.

8.3 Basis of consolidation

The consolidated financial statements comprise the financial statements of the Group as at
March 31, 2019 and 2018. The subsidiaries’ financial statements are prepared for the same
reporting year as the Parent Company. The Group uses uniform accounting policies., any
difference between subsidiaries and the Parent Company are adjusted properly.

The Group is composed of the subsidiaries listed below:

nO.\';I-lership %

Nature and name of entity 2018 2018 2017
Property development:
Shang Properties Realty Corporation (SPRC) 100 100 100
Shang Property Developers, Inc. (SPDI) 100 100 100
The Rise Development Corporation. Tne. {TRDCI) 100 [00 160
Shang Wack Wack Properties, Inc. (SWWPI 100 100 100
Hotel operation:
Shang Global City Properties, Inc. (SGCPI) 60 60 60
Leasing:
SPI Parking Serviees. Inc. (SPSI} 100 104 100
Shangri-la Plaza Corporation (SLPC) 100 100 100
KSA Realty Corporation (KSA) 70.04 70.04 70.04
Real estate:
Ivory Post Properties. [nc. (IPP1) 100 100 100
KPPI Realty Corporation (KRC) 100 100 100
Martin B. Properties, Inc. (MBPI) 100 100 100
New Contour Realty. Inc. (NCRI) 100 100 100
Perfect Sites. Inc. (PSI) 100 100 100
Shang Fort Bonifacio Holdings, Inc. (SFBHI) 100 100 100
Shang Global City Holdings. Inc. (SGCHI}) 100 100 100
Property management;
KPPI Management Services Corporation (KMSC) 100 100 100
Shang Property Management Services, Inc. (SPMSI) 100 100 100
Sky Leisure Properties Inc, (SLP1) 100 50 50
Other supplementary business:
Gipsey, Lid. (Gipsey) 100 100 100
Silver Hero Investments Limited (SHIL) 100 100 100
EPHI Logistics Holdings, Inc. (ELHI) . . 60 60 60
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Except for Gipsey and SHIL, which were incorporated in the British Virgin Islands (BV1) and
use Hong Kong dollars (HK$) as their functional currency, all the other subsidiaries were
incorporated and registered in the Philippines which use Philippine Peso as their functional
currency.

All subsidiary undertakings are included in the consolidation. The proportion of the voting
rights in the subsidiary undertakings held directly by the Parent Company do not differ from
the proportion of ordinary shares held.

(a) Subsidiaries

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

The Group also assesses the existence of control where it does not have more than 50% of the
voting power by virtue of de facto control. De facto control may arise in circumstances where
the size of the Group’s voting rights relative to the size and dispersion of holdings of other
shareholders give the Group control over the investee.

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

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

Acquisition-related costs are expensed as incurred.

If the business combination is achieved in stages, the acquisition date carrying value of the
acquirer’s previously held equity interest in the acquiree is remeasured to fair value at the
acquisition date through profit or loss.

Any contingent consideration to be transferred by the Group is recognized at fair value at the
acquisition date. Subsequent changes to the fair value of the contingent consideration that is
deemed to be an asset or liability is recognized in accordance with PAS 39 either in profit or
loss or as a change to other comprehensive income. Contingent consideration that is
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classified as equity is not re-measured, and its subsequent settlement is not accounted for
within equity.

If the excess of the consideration is transferred, the amount of any non-controlling interest in
the acquiree and the acquisition-date fair value of any previous equity interest in the acquiree
over the fair value of the identifiable net assets acquired is recorded as goodwill. If the total
of consideration is transferred, non-controlling interest recognised and previously held interest
measured is less than the fair value of the net assets of the subsidiary acquired in the case of a
bargain purchase, the difference is recognised directly in profit or loss.

Inter-company transactions, balances and unrealised gains on transactions between Group
companies are eliminated. Unrealized losses are also eliminated. When necessary, amounts
reported by subsidiaries have been adjusted to conform with the Group’s accounting policies.

(b) Changes in ownership interests in subsidiaries without change of control

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

(c) Disposal of subsidiaries

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

{d) Associates and Joint ventures

Associates are all entities over which the Group has significant influence but not control,
generally accompanying a shareholding of between 20% and 50% of the voting rights.
Investments in associates are accounted for using the equity method of accounting.

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

Under the equity method of accounting, the investments are initially recognized at cost and
adjusted thereatier to recognize the Group’s share of the post-acquisition profits or losses of
the investee in profit or loss, and the Group’s share of movements in other comprehensive
income of the investee in other comprehensive income. Dividends received or receivable
from associates and joint ventures are recognized as a reduction in the carrying amount of the
investment.

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

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

other entity.

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

If the ownership interest in an associate or a joint venture is reduced but joint control or
significant influence is retained, only a proportionate share of the amounts previously
recognized in other comprehensive income are reclassified to profit or loss where appropriate.

The Group determines at each reporting date whether there is any objective evidence that the
investments is impaired. If this is the case, the Group calculates the amount of impairment as
the difference between the recoverable amount of the investments and its carrying value and
recognizes the amount adjacent to ‘share in net earnings of associates’ in the consolidated
statement of total comprehensive income. The carrying amount of equity-accounted
investments is tested for impairment in accordance with the policy described in Note 34.13,

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

84  Cash and cash equivalents

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

8.5 Financial instruments

Accounting policies applied from January 1, 2018

34.5.1 Classification of financial assets (PFRS 9)
The Group classifies its financial assets in the following measurement categories;

those to be measured subsequently at fair value either through other comprehensive income
(“OCI”) or through profit or loss, and
those to be measured at amortized cost.
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The classification depends on the Group’s business model for managing the financial assets and
the contractual terms of the cash flows.

For assets measured at fair value, gains and losses will either be recorded in profit or loss or
OCI. For investments in equity instruments that are not held for trading. this will depend on
whether the Group has made an irrevocable election at the time of initial recognition to account
for the equity investment at fair value through other comprehensive income (“FVOCT™).

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

8.5.2 Measurement of financial assets (PFRS 9}

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

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

Debt instruments

Subsequent measurement of debt instruments depends on the Group’s business model for
managing the asset and the cash flow characteristics of the asset. There are three measurement
categories into which the Group classifies its debt instruments:

7 Amortized cost: Assets that are held for collection of contractual cash flows where those
cash flows represent solely payments of principal and interest are measured at amortized
cost. Interest income from these financial assets is included in other income using the
effective interest rate method. Any gain or loss arising on derecognition is recognized
directly in profit or loss and presented in other income, net, together with foreign exchange
gains and losses. [mpairment losses are presented in other general and administrative
expenses in the consolidated statement of total comprehensive income.

The Group’s financial assets at amortized cost consist of cash and cash equivalents (Note 3),
trade and other receivables (Note 5) and refundable deposits classified under other non-
current assets (Note 15) in the consolidated statement of financial position.

FVOCI: Assets that are held for collection of contractual cash flows and for selling the
financial assets, where the assets’™ cash flows represent solely payments of principal and
interest, are measured at FVOCI. Movements in the carrying amount are taken through OCI,
except for the recognition of impairment gains or losses, interest income and foreign
exchange gains and losses which are recognized in profit or loss. When the financial asset is
derecognized, the cumulative gain or loss previously recognized in OCI is reclassified from
equity to profit or loss and recognized in other income. net. Interest income from these
financial assets is included in finance income using the effective interest rate method.
Foreign exchange gains and losses are presented in other income, net, and impairment
expenses are presented in other general and administrative expenses in the consolidated
statement of total comprehensive income.
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The Group does not have debt instruments at FVOCI as at March 31, 2019.

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

The Group does not have debt instruments at FVTPL as at March 31, 2019.
Equity instruments

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

The Group’s financial assets measured at FVOCI represent unquoted shares of stock of related
parties and quoted investments in various golf club shares and stocks

Dividends are recognized when the Group’s right to receive payment is established, it is
probable the economic benefits will flow to the entity and the amount can be measured reliably.
Dividends are recognized in profit and loss unless they clearly represent recovery of a part of
the cost of the investment, in which case they are included in other comprehensive income.
Changes in fair value are recognized in other comprehensive income and are never recycled to
profit and loss, even if the asset is sold or impaired.

853 Impairment {PFRS 9)

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

For trade receivables, the Group applies the PFRS 9 simplified approach to measuring expected
credit losses which uses a lifetime expecied loss allowance. To measure the expected credit
losses, trade receivables and contract assets have been grouped based on shared credit risk
characteristics and the days past due.

The expected loss rates are based on the payment profiles of counterparties over a period of 36
months before January 1, 2018 and the corresponding historical credit losses experienced within
this period. The historical loss rates are adjusted to reflect current and forward-looking
information on macroeconomic factors affecting the ability of the customers to settle the
receivables. The Group has assessed that the impact of forward-looking information on the loss
rates applied is immaterial.
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Impairment losses on receivables are presented in other general and administrative expenses
consolidated statement of total comprehensive income. Subsequent recoveries are credited to
other income.

Accounting policies applied until December 31, 2017

The Group has applied PFRS 9 retrospectively, but has elected not to restate comparative
information. As a result, the comparative information provided continues to be accounted for in
accordance with the Group’s previous accounting policy.

8.54 C(lassification of financial assets (PAS 39)

The classification depends on the purpose for which the financial assets were acquired.
Management determines the classification of its financial assets at initial recognition.

The Group classifies its financial assets according to the categories described as follows.
fa) Financial assels

The Group classifies its financial assets in the following categories: at fair value through
profit or loss, loans and receivables, held-to-maturity investments and available-for-sale
financial assets. The Group holds financial assets classified as at fair value through profit or
loss, loans and receivables and available-for-sale financial assets as at December 31, 2017.

(i) Financial assets af faiv value through profit or loss

Financial assets at fair value through profit or loss are financial assets held for trading. A
financial asset is classified in this category if acquired principally for the purpose of selling in
the short-term. Assets in this category are classified as current assets if expected to be settled
within 12 months; otherwise, these are classified as non-current.

The Group’s investments in listed equity shares are classified under this category.

(ii) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. These are included in current assets, except for
maturities greater than 12 months after the reporting date, which are then classified as non-
current assets.

The Group’s loans and receivables comprise cash and cash equivalents , trade and other
receivables (Note 5) and refundable deposits classified under other non-current assets in the
consolidated statement of financial position.

(iii)Available-for-sale financial assets
Available-for-sale financial assets are non-derivative financial assets that are either designated

in this category or not classified in any of the other categories. These are included in non-
current assets unless management intends to dispose of the investment within 12 months from
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the reporting date. The Group’s investments in various listed and unlisted local entities are
classified under this category .

8.5.5 Measurement of financial assets (PAS 39)
(a) Initial measurement

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

(h) Subsequent measurement

Loans and receivables are subsequently measured at amortized cost using the effective interest
method, less provision for impairment. Other financial lLiabilities are measured at amortized
cost using the effective interest method.

Available-for-sale financial assets and financial assets at fair value through profit or loss are
subsequently carried at fair value. Available-for-sale financial assets that do not have a quoted
market price in an active market and whose fair value cannot be reliably measured and
derivatives that are linked to and must be settled by delivery of such unquoted equity
instruments are measured at cost.

Gains or losses arising from changes in the fair value of financial assets and liabilities at fair
value through profit or loss, including interest and dividend income and interest expense, are
presented in profit or loss within other income in the consolidated statement of total
comprehensive income in the period in which these arise. Dividend income from financial
assets at fair value through profit and loss is recognized in profit or loss as part of other
income when the Group's right to receive payment is established.

Changes in the fair value of monetary and non-monetary securities classified as available-for-
sale are recognized in other comprehensive income.

When securities classified as available-for-sale are sold or impaired, the accumulated fair value
adjustments recognized in equity are included in profit or loss within other income in the
consolidated statement of total comprehensive income.

8.5.6 Impairment (PAS 39)

The Group assesses at each reporting date whether there 1s objective evidence that a financial
asset or a group of financial assets is impaired. A financial asset or a group of financial assets
is impaired and impairment losses are incurred only if there is objective evidence of
impairment as a result of one or more events that occurred after the initial recognition of the
asset (a ‘loss event’) and that loss event (or events) has an impact on the estimated future cash
flows of the financial asset or group of financial assets that can be reliably estimated.

Evidence of impairment may include indications that the debtors or a group of debtors is
experiencing significant financial difficulty, default or delinquency in interest or principal
payments, the probability that they will enter bankrupicy or other financial reorganisation, and
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where observable data indicate that there is a measurable decrease in the estimated future cash
flows, such as changes in arrears or economic conditions that correlate with defaults.

(a) Financial assets at fair value through profit and loss and available-for-sale financial assets

In the case of equity investments classified as financial assets at fair value through profit and
loss and available-for-sale financial assets, a significant or prolonged decline in the fair value of
the security below its cost is also evidence that the assets are impaired. Generally, the Group
treats 20% or more as “significant™ and greater than 12 months as ‘prolonged’. If any of such
evidence exists, the cumulative loss - measured as the difference between the acquisition cost
and the current fair value, less any impairment loss on that financial asset previously recognized
in profit or loss - is removed from equity and recognized in profit or loss.

(b) Loans and receivables

For loans and receivables category, the Group first assesses whether there is objective evidence
of impairment exists individually for receivables that are individually significant, and
collectively for receivables that are not individually significant using the criteria above. If the
Group determines that no objective evidence of impairment exists for an individually assessed
receivable, whether significant or not, it includes the asset in a group of financial assets with
similar credit risk characteristics and collectively assesses those for impairment. Receivables
that are individually assessed for impairment and for which an impairment loss is or continues
to be recognized are not included in a collective assessment of impairment.

The amount of the loss is measured as the difference between the asset’s carrying amount and
the present value of estimated future cash flows (excluding future credit losses that have not
been incurred) discounted at the financial asset’s original effective interest rate. The carrying
amount of the asset is reduced and the amount of the loss is recognized in profit or loss. As a
practical expedient. the Group may measure impairment on the basis of an instrument’s fair
value using an observable market price.

If. in a subsequent period, the amount of the impairment loss decreases and the decrease can be
related objectively to an event occurring after the impairment was recognized (such as an
improvement in the debtor’s credit rating), the reversal of the previously recognized impairment
loss is recognized in profit or loss. Reversals of previously recorded impairment provision are
based on the result of management’s update assessment. considering the available facts and
changes in circumstances, including but not limited to results of recent discussions and
arrangements entered into with customers as to the recoverability of receivables at the end of
the reporting period. Subsequent recoveries of amounts previously written-off are credited
against other general and administrative expenses in the consolidated statement of total
comprehensive income.

8.5.7 Classification and measurement of financial fiabilities (PAS 39 and PFRS 9)

The classification and measurement of financial liabilities under PFRS 9 remains the same as in
PAS 39 except where an entity has chosen to measure a financial liability at fair value through
profit or loss. For such liabilities, changes in fair value related to changes in own credit risk are
presented separately in other comprehensive income. The Group did not measure its financial
liabilities at fair value through profit or loss as at March 31, 2019.

29



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

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

The Group's accounts payable and other current liabilities (excluding advanced rental, excess
billing over revenue, customers’ deposits, reservation payable, output VAT, deferred output
VAT and payable to government agencies), installment payable, deposits from tenants,
dividends payable , accrued employee benefits (excluding retirement benefits) and bank loans
are classified under financial liabilities at amortized cost.

8.5.8 Initial recognition (PAS 39 and PFRS 9)

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

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

The Group recognizes a financial liability in the consolidated statement of financial position
when the Group becomes a party to the contractual provision of the instrument.

8.5.9 Day 1 difference (PAS 39 and PFRS 9)

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

8.5.10 Derecognition (PAS 39 and PFRS 9)

Financial assets are derecognized when the rights to receive cash flows from the investments
have expired or have been transferred and the Group has transferred substantially all risks and
rewards of ownership.

Financial liabilities are derecognized when the obligation is discharged or is cancelled or has
expired. When an existing financial liability is replaced by another from the same lender on
substantially different terms, or the terms of an existing liability are substantially modified. such
modification is treated as a derecognition of the original liability and the recognition of a new
liabtlity, and the difference in the respective carrying amounts is recognized in profit or loss.
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8.5.11 Offsetting of financial instruments (PAS 39 and PFRS 9)

Financial assets and liabilities are offset and the net amount reported in the consolidated
staternent of financial position when there is a legally enforceable right to otfset the recognized
amounts and there is an intention to settle on a net basis or realize the asset and settle the
liability simuitaneously. The legally enforceable right must not be contingent on future events
and must be enforceable in the normal course of business and in the event of default, insolvency
or bankruptcy of the Group or the counterparty. There are no offsetting arrangements as at
March 31, 2019 and December 31, 2018.

8.6 Trade and other receivables

Trade receivables arising from regular sales with credit term of 30 to 60 days and other
receivables are recognized initially at fair value and subsequently measured at cost using the
effective interest method. less any provision for impairment,

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

The expected loss rates are based on the payment profiles of sales over a period of 36
month before January 1, 2018 and the corresponding historical credit losses experienced
within this period. The historical loss rates are adjusted to reflect current and forward-
looking information on macroeconomic factors affecting the ability of the customers to
settle the receivables.

Prior to the adoption of PFRS 9, a provision for impairment of trade receivables is
established when there is objective evidence that the Group will not be able to collect all
amounts due according to the original terms of the trade receivables. Significant financial
difficulties of the debtor, probability that the debtor will enter bankruptcy or financial
reorganization, and default or delinquency in payments are considered indicators that the
trade and other receivable is impaired. The amount of the provision is the ditference
between the asset’s carrying amount and the present value of estimated future cash flows,
discounted at the effective interest rate.

8.7  Properties held for sale

Properties held for sale are properties being constructed or acquired for sale in the ordinary
course of business, rather than for rental or capital appreciation, and are carried at the lower of
cost and net realizable value (NRV). NRYV is the estimated selling price in the ordinary course
of the business, based on market prices at the reporting date, less estimated costs of completion
and estimated costs to sell.
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Cost of condominium units held for sale represents accumulated costs of the unsold units of the
completed projects. Cost includes those directly attributable to the construction of the projects
such as cost of land, direct materials, borrowing costs. professional and consultancy fees, and
project management costs, which are allocated to the unsold units.

Cost of construction in-progress represents the accumulated costs for the construction and
development of the ongoing projects. It includes those that are directly aftributable to the
construction of the projects such as cost of land, direct materials, borrowing costs, professional
and consultancy fees, and project management costs.

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

8.8 Prepaid taxes and other ssets

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

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

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

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

Deposit for a future project represents cash deposit with a third party for a purchase of a
property. Deposit for a future project is derecognized upon full payment to the third party. The
Group then determines whether the property is to be classified as property held for sale, an
investment property, or property and equipment depending on the usage of the property.

8.9 Investment properties

Investment property is defined as property held by the owner or by the lessee under a finance
lease to earn rentals or for capital appreciation or both. rather than for: (a) use in the production
of supply of goods or services or for administrative purposes; or (b) sale in the common course
of business.

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

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

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

Removal of an item within investment property is triggered by a change in use, by sale or
disposal. If an investment property becomes owner-occupied, it is reclassified as property and
equipment, and its fair value at the date of reclassification becomes its cost for accounting
purposes. (Gain or loss arising from disposal is determined as the difference between the net
disposal proceeds and the carrying amount of the asset. Gain or loss on disposal is recognized in
profit or loss in the period of the disposal.

Property that is being constructed or developed for future use as investment property is
classified as investment property.

8.10  Real estate development projects

Real estate development projects are undertaken by the subsidiaries and are carried at cost less
any impairment in value. Cost primarily consists of acquisition cost of the property being
constructed, air rights, expenditures for the development and construction of the real estate
project and borrowing costs incurred, if any, in the acquisition of qualifying assets during the
construction period and up to the date of completion of construction.

Upon completion of the properties. certain portion of the real estate is accounted for as
investment properties if the planned purpose of these properties meet the definition of investment
properties.

Upon completion of the properties which are pre-determined for self-use purpose, the properties
are classified as property and equipment.

8.11 Property and equipment

Property and equipment, except land rights, are stated at historical cost less depreciation and
amortization, and accumulated impairment losses, if any. Historical cost includes expenditure
that is directly attributable to the acquisition of the items, which comprises its purchase price
and any directly attributable costs of bringing the asset to its working condition and location for
its intended use.
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Subsequent costs are included in the asset’s carrying amount or recognized as a separate assel,
as appropriate, only when it is probable that future economic benefits associated with the item
will flow to the Group and the cost of the item can be measured reliably. All other repairs and
maintenance are charged to the consolidated statement of total comprehensive income within
other general and administrative expenses during the financial period in which they are
incurred.

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

Building and leasehold improvements 25 or lease term,
whichever is shorter
Transportation equipment 3to5
~ Furniture, fixtures and other equipment 2to5

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

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

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated recoverable amount.

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

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

Fully depreciated and amortized property and equipment are retained in the accounts until they
are no longer in use, and no further depreciation and amortization are charged to the
consolidated statement of total comprehensive income.

8.12 Goodwill

Goodwill arises on the acquisition of subsidiaries and represents the excess of the consideration
transferred, the amount of any NCI in the acquired company and the acquisition-date fair value
of any previously-held interest in the acquired company over the fair value of the identifiable
net assets acquired.

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

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

8.13 Impairment of non-financial assets

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

Where an impairment loss subsequently reverses, the carrying amount of the asset or CGU is
mncreased to the revised estimate of its recoverable amount. but the increase should not exceed
the carrying amount that would have been determined had not the impairment loss been
recognized for the asset or CGU in prior years. A reversal of an impairment loss is recognized
as income immediately.

8.14  Accounts payable and other current liabilities

Accounts payable and other current liabilities are obligations to pay for goods or services that
have been acquired in the ordinary course of business from suppliers. Accounts payable and
financial liabilities at amortized cost are classified as current liabilities if payment is due
within one year or less (or in the normal operating cycle of the business, if longer). If not,
these are presented as non-current liabilities.

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

8.15 Deposits from tenants

Deposits from tenants are carried at the present value of future cash flows using appropriate
discount rates. The difference between the present value and the actual deposit received is treated
as additional rental incentive which is recorded under "deferred lease income"” in the
consolidated statement of financial position and are recognized as rental income using the
straight-line method over the term of the lease.
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8.16 Borrowings and borrowing costs

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

Borrowings are removed from the balance sheet when the obligation specified in the contract is
discharged, cancelled or expired. The difference between the carrying amount of a financial
liability that has been extinguished or transferred to another party and the consideration paid,
including any non- cash assets transferred or liabilities assumed, is recognised in profit or loss
as other income or finance costs.

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

Borrowing costs directly attributable to the acquisition, construction or production of a
qualifying asset are capitalized as part of the cost of that asset. All other borrowing costs are
recognized and charged to profit or loss in the year in which they are incurred.

8.17 Fair value measurement

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

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

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

The Group classifies its fair value measurements using a fair value hierarchy that reflects the
significance of the inputs used in making the measurements. The fair value hierarchy has the
following levels:

» quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1);
e inputs other than quoted prices included within Level 1 that are observable for the asset or

liability. either directly (that is, as prices) or indirectly (that is, derived from prices) (Level
2); and

o inputs for the asset or hability that are not based on observable market data (that is.
unobservable inputs) (Level 3).

The appropriate level is determined on the basis of the lowest level input that is significant to
the fair value measurement.

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

The fair value of assets and liabilities that are not traded in an active market (for example,
over-the-counter derivatives) is determined by using valuation techniques. These valuation
techniques maximize the use of observable market data where it is available and rely as little
as possible on entity specific estimates. If all significant inputs required to fair value an
instrument are observable. the asset or liability is included in Level 2. If one or more of the
significant inputs is not based on observable market data, the asset or liability is included in
Level 3. The Group’s unlisted financial assets at FVOCI/AFS financial assets, refundable
deposits, instaliment payable and deposits from tenants are included in Level 3.

The Group uses valuation techniques that are appropriate in the circumstances and applies the
technique consistently. Commonly used valuation techniques are as follows:

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

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

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

Specific valuation techniques used to value financial instruments include:

¢ Quoted market prices or dealer quotes for similar instruments.

¢ The fair value of interest rate swaps is calculated as the present value of the estimated future
cash flows based on observable yield curves.

e The fair value of forward foreign exchange contracts is determined using forward exchange
rates at the reporting date, with the resulting value discounted back to present value.

e Other techniques. such as discounted cash flow analysis, are used to determine fair value for
the remaining financial instruments.

The investment properties of the Group are classified under Level 3 category.
8.18 Current and deferred income tax

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

directly in equity, respectively.

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

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

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

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

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

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

Deferred income tax assets and habilities are offset when there is a legally enforceable right to
offset current tax assets against current tax liabilities and when the deferred income tax assets
and liabilities relate to income taxes levied by the same taxation authority where there is an
intention to settle the balances on a net basis.

Deferred income tax assets and liabilities are derecognized when relevant temporary differences

have been realized and settled, respectively. The Group reassesses at each reporting the need to
recognize previously unrecognized deferred income tax asset.
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8.19 Provisions

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

Where there are a number of similar obligations, the likelihood that an outflow will be required
in settlement is determined by considering the class of obligations as a whole. A provision is
recognized even if the likelihood of an outflow with respect to any one item included in the
same class of obligations may be small.

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

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate.
If it is no longer probable that an outflow of resources embodying economic benefits will be
required to settle the obligation, the reversal is recognized in the consolidated statement of total
comprehensive income within the same line item in which the original provision was charged.

8.20 Equity
(a) Share capital

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

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

(h) Treasury shares

Where any member of the Group purchases its own equity share capital (treasury shares), the
consideration paid. including any directly attributable incremental costs (net of income taxes)
is deducted from equity attributable to the Parent Company’s shareholders until the shares are
cancelled, reissued or disposed of. Where such shares are subsequently sold or reissued. any
consideration received, net of any directly attributable incremental transaction costs and the
related income tax effects, 1s included in equity attributable to the Parent Company’s
shareholders.

{c) Retained earnings

Retained earnings includes current and prior years® results of operations, net of transactions
with shareholders and dividends declared, if any.
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(d) Dividend distribution

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

8.21 Earnings per share

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

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

8.22 Employee benefits
(a) Retirement benefits

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

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

Remeasurement gains and losses arising from experience adjustments and changes in actuarial
assumptions are charged or credited to equity in other comprehensive income in the period in
which they arise.

Past-service costs are recognized immediately in profit or loss.
(b) Termination benefits
Termination benefits are payable when employment is terminated by the Group before the

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

{c) Short-term employee benefits

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

Liabilities for employee benefits are derecognized when the obligation is settled, cancelied or
has expired.

8.23 Revenue and expense recognition
(a) Condominium sales
Revenue from condominium sales

The Group develops and sells condominium units. Under a contract to sell a condominium unit,
the object is the property itself, which is the normal output of a real estate business. In addition,
this contract contains information such as the contracting parties’ rights and payment terms,
which are essential elements for a valid revenue contract. The Group assesses that contract
must be signed by the contracting parties to make it enforceable prior to revenue recognition.
Also, the developer assesses the commercial substance of the contract and the probability that it
will collect the consideration. Collectability of the contract price is demonstrated by the buyer’s
commitment to pay. which is supported by the buyer’s initial and continuous investments that
motivates the buyer to honor its obligation.

Contracts to sell condominium units are written on a [ump sum payment basis or installment
basis which include a fixed reservation fee, down payment with installment terms ranging from
one to five years. and bank financing for the remaining balance.

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

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

Any excess (deficit) of collections over the recognized revenue are recognized as “excess
billing over revenue” under accounts payable and other current liabilities ("installment contract
assets” under Trade and other receivables, net) as shown in the consolidated statement of
financial position.

If the criteria in assessing whether revenue can be recognized under a contract to sell are not
yet met, cash received from customers are recognized as part of “customers’ deposits™ under
accounts payable and other liabilities.

Cost of condominium sales include upfront costs such as land costs and connection fees. which
are accounted for as fulfillment costs, and development costs which contribute to the
construction progress of the development project. Fulfillment costs are recognized as contract
assets arising from fulfiliment costs to the extent that such costs give rise fo resources that will
be used in satisfying performance obligations in the future and that are expected to be
recovered. These costs are included in properties held for sale in the consolidated statement of
financial position. Such contract assets are amortized as cost of condominium sales consistent
with the revenue recognition method applied, subject to impairment up to the extent that the
carrying amount of the asset exceeds (a) the remaining amount of consideration that the Group
expects to receive; less (b) direct costs that have not been recognized as expenses.
Development costs are recognized as expense as the work to which they relate is performed.

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

The cost of inventory recognized in profit or loss on disposal (cost of condominium sales) is
determined with reference to the specific and allocated costs incurred on the sold property
taking into account the POC. The cost of condominium sales also include the estimated
development costs to complete the condominium, as determined by the Group’s in-house
technical staff, and taking into account the POC. The accrued development costs account is
presented under “accounts payable and other current liabilities™ in the consolidated statement of
tinancial position.

Estimated loss on unsold units is recognized in profit or loss immediately when it is probable
that total project costs will exceed total contract revenue.
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Condominium units arising from cancellation of contracts to sell are initially measured by the
Group based on its original carrying amount at the time it was sold. The Group decided to avail
the relief issued by the SEC per Memorandum Circular No. 3-2019 dated February 8, 2019
deferring the application of the provisions of PIC Q&A 2018-14 for a period of three (3) years
until January 1, 2021.

Accounting policies applied until December 31, 2017

The Group assesses whether it is probable that the economic benefits will flow to the Group
when the contract price is collectible. Coliectability of the contract price is demonstrated by the
buyer's commitment to pay, which is supported by the buyer's initial and continuous
investments that motivates the buyer to honor its obligation. Collectability is also assessed by
considering factors such as collections and credit standing of the buyer.

Revenue from condominium sales is accounted for using the full accrual method. In accordance
with Philippine Interpretations Committee (PIC) Q&A No. 2006-01, the POC method is used to
recognize income from condominium sales where the Group has material obligations under the
sales contract to complete the real estate project after the unit is sold, the equitable interest has
been transferred to the buyer, construction is beyond preliminary stage (i.e., engineering, design
work, construction contracts execution. site clearance and preparation, excavation and the
building foundation are finished), and the costs incurred or to be incurred can be measured
reliably. Under this method. revenue is recognized as the related obligations are fulfilled,
measured principally on the basis of the estimated completion of a physical proportion of the
contract work.

(b} Rental

Rental income from operating leases (the Group is the lessor) is recognized as income on a
straight-line basis over the lease term or based on a certain percentage of gross revenue of the
lessees, whichever is applicable. When the Group provides incentives to its lessees, the cost of
incentives are recognized over the lease term. on a straight-line basis, as a reduction of rental
income.

When the revenue recognition criteria are not met, cash received from lessees are recognized as
advance rental, until the conditions for recognizing rental income are met.

(c) Hotel aperation (PAS 18 and PFRS 15)

Hotel revenue from room rentals, food and beverage sales, and other ancillary services are
recognized when the services are rendered. Revenue from other ancillary services include, among
others, business center and car rental, laundry service, telephone service and health club services.
The services rendered are distinct performance obligations, for which prices invoiced to the guests
are representative of their stand-alone selling prices. These obligations are fulfilled over time
when they relate to room rentals, that is over the stay within the hotel, at a point in time for other
goods or services, when they have been delivered or rendered.

Costs of hotel operation are expensed as incurred. These include expenses incurred for the
generation of revenue from food and beverage sales, room rentals, and other ancillary services.

(d) Interest income and expense
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Interest income and expense are recognized in profit or loss for all interest-bearing financial
instruments using the effective interest method.

The effective interest method is a method of calculating the amortized cost of a financial asset
or a financial liability and of allocating the interest income or interest expense over the relevant
period. The effective interest rate is the rate that exactly discounts estimated future cash
payments or receipts through the expected life of the financial instrument or when appropriate, a
shorter period to the net carrying amount of the financial asset or financial liability.

Once a financial asset or a Group of similar financial assets has been written down as a result of
an impairment loss, interest income is recognized using the original effective interest rate.

Interest income on bank deposits is recognized when earned, net of final witholding tax.
(e) Dividend income

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

(f) Other income

Administration and management services, customer lounge fees, banner income. income from
cinema operations and other service income are recognized when the related services have
been rendered. Revenues from auxiliary services such as handling, sale of scrap materials,
import break bulk and brokerage are recognized when services are provided or when goods
are delivered. Money received or amounts billed in advance for rendering of services or
delivery of goods are recorded as unearned income until the earning process is complete.

(g) Cost and expenses
Cost and expenses are recognized when these are incurred.

CUSA charges to mall tenants are presented as a reduction to costs and expenses in the
consolidated statement of total comprehensive income. The Group decided to avail the relief
issued by the SEC per Memorandum Circular No. 3-2019 dated February 8, 2019. The SEC
provided relief to the real estate industry by deferring the application of the provisions of PIC
Q&A 2018-12-H for a period of three (3) years until January 1, 2021.

8.24 Leases

fa) Group is the lessor

Rental income from operating lease is recognized on a straight-line basis over the term of the
relevant lease or based on a certain percentage of gross revenue of the lessees, whichever is
applicable. Initial direct costs incurred in negotiating and arranging an operating lease are
added to the carrying amount of the leased asset and recognized on a straight-line basis over the
lease term. Assefs under these arrangements are classified as investment property in the
consolidated statement of financial position.
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tb) Group is the lessee

Leases are classified as finance leases whenever the terms of the lease transfer substantially all
the risks and rewards of ownership to the lessee. All other leases are classified as operating
leases.

Operating lease payments are recognized as an expense on a straight-line basis over the lease
term, except when another systematic basis is more representative of the time pattern in which
economic benefits from the leased asset are consumed. Contingent rentals arising under
operating leases are recognized as an expense in the period in which they are incurred.

In the event that lease incentives are received to enter into operating leases, such incentives are
recognized as a liability. The aggregate benefit of incentives is recognized as a reduction of
rental expense on a straight-line basis, except when another systematic basis is more
representative of the time pattern in which economic benefits from the leased asset are
consumed.

8.25 Foreign currency transactions and translation
(a) Functional and presentation currency

Items included in the consolidated financial statements of the Group are measured using the
currency of the primary economic environment in which the Group operates (the functional
currency). The consolidated financial statements are presented in Philippine Peso, which is the
functional and presentation currency of the Group.

(b} Transactions and balances

Foreign currency transactions are translated into Philippine Peso using the exchange rates
prevailing at the date of the transactions. Foreign exchange gains or losses resulting from the
settlement of such transactions and from the translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign currencies are recognized in profit or loss.

On consolidation. the assets and liabilities of Gipsey and SHIL, foreign subsidiaries with
functional and presentation currency of Hong Kong dollar, are translated into Philippine Peso at
the rate of exchange prevailing at the reporting date and their income statements are translated at
exchange rates prevailing at the dates of the transactions. The exchange differences arising on
translation for consolidation are recognized in other components of equity. On disposal of a
foreign subsidiary, the component of other components of equity relating to that particular
foreign subsidiary is recognized in profit or loss.

8.26 Related party relationships and transactions

Related party relationship exists when one party has the ability to control the other party,
directly or indirectly through one or more intermediaries. or exercise significant influence over
the other party in making financial and operating decisions. Such relationship also exists
between and/or among entities which are under common control with the reporting enterprise,
or between and/or among the reporting enterprises and their key management personnel,
directors, or its shareholder. In considering each possible related party relationship, attention is
directed to the substance of the relationship, and not merely the legal form,
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8.27 Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to
the chief operating decision maker.

The Board of the Group has appointed a strategic steering committee which assesses the
financial performance and position of the group, and makes strategic decisions. The steering
committee, which has been identified as being the chief operating decision maker, consists of
the chief executive officer, the chief financial officer and the manager for corporate planning.

The accounting policies used to recognize and measure the segment’s assets, liabilities and
profit or loss is consistent with those of the consolidated financial statements.

8.28 Contingencies

Contingent liabilities are not recognized in the consolidated financial statements. These are
disclosed unless the possibility of an outflow of resources embodying economic benefits is
remote. Contingent assets are not recognized in the consolidated financial statements but
disclosed when an inflow of economic benefits is probable.

8.29 Events after the reporting period

Post year-end events that provide additional information about the Group’s position at the
reporting date (adjusting events) are reflected in the consolidated financial statements. Post
year-end events that are not adjusting events are disclosed in the notes to the consolidated
financial statements when material.

8.30 Reclassification

Advances to contractors and suppliers account, which was previously reported as part of trade
and other receivables account, was reclassified to prepaid taxes and other current assets account
in the consolidated statement of financial position to conform to the current period presentation.
Such reclassification did not impact previously reported net income, retained earnings and cash
flows. A third statement of financial position was not presented since it did not impact total
current assets and based on the qualitative assessment of the Group.
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CERTIFICATION OF INDEPENDENT DIRE
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I, MAXIMO G. LICAUCO III, Filipino, of legal age anda-resideni 8¢t “RH{AHz0

RECEIVED SUBJECT TO ReVIEW OF

—.,
BEs®

]
‘! Commissicon FFICE
Electronic Recerds Managemant Divigion

MY 14 209 |4)

20

Street, Valle Verde IV, Pasig City, after having been duly swomn to in accordance with law do
hereby declare that:

L

[ arn an independent director of SHANG PROPERTIES, INC.,

2. [ am affiliated with the following companies or organizations:

Company/Organization Position/ Period of Service
Relationship

FILSTAR DISTRIBUTORS CORP. President February 01, 1998 up to

present

LIRAFIL CORPORATION President February 01, 1983 up to

present

3. T possess all the qualifications and none of the disqualifications to serve as an
Independent Director of SHANG PROPERTIES, INC., as provided for in
Section 38 of the Securities Regulation Code and its Implementing Rules and
Regulations and SEC issuances.

4. T am related to the following director/officer/substantial shareholder of SHANG
PROPERTIES, INC. other than the relationship provided under Rule 38.2.3 of
the Securities Regulation Code. (where applicable)

Name of Director/Officer/ Company Nature of
Substantial Shareholder Relationship

5. To the best of my knowledge, I am not the subject of any pending criminal or
administrative investigation or proceeding/[ disclose that I am the subject of the
following criminal/administrative investigation or proceeding (as the case may
be):

Offense Tribunal or Agency
Charged/Investigated Involved Status
6. (For those in government service/affiliated with a government agency or GOCC) 1

have required written permission or consent from the (head of the

agency/department) to be an independent director ,
pursuant to Office of the President Memorandum Circular No. 17 and section 12,

Rule XVIII of the Revised Civil Service Rules.




7. 1 shall faithfully and diligently comply with my duties and responsibilities as
independent director under the Securities Regulation code and its implementing
Rules and Regulations, Code of Corporate Governance and other SEC issuances.

8. I shall inform the Corporate Secretary of SHANG PROPERTIES, INC. of any
changes in the abovementioned information within five days from its occurrence.

Donethis . dayof 2t _MANDALUYONG-CITY

x5 Ik) 2
MAXIMO G. LICAUCO 111
Affiant

MAYd1 4 2019

SUW&E@ D SWORN to before me this ay of 2019
MANDAL t personally appeared before me and exhibited to me Passport No.
P1434379B issued at DFA NCR EAST on 11 April 2019 expiring on 10 April 2029.

Doc. No. 0] . VILLANO
PageNo. %1 NOTARY PUBLIC FO OF MANDALUYONG,
Book No ZL‘;_ SSION NO. 0285-1 UNTIL DECE '
jes of 2010, HEHA ROLL NO, 53970
Series of 2019. 2.28-12; R1ZAL

IFETIME NO. 011302, 1
OMPLIAN &~
MEALEETgO MART COMPLEX, MANDALUYONG C
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NOTICE TO SHAREHOLDERS OF SHANG PROPERTIES, INC.

Pursuant to the Amended By-Laws of Shang Properties, Inc. (the “Corporation”),
ali interested shareholders of the Corporation may now submit the rrames of their
nominees for independent Directors and Regular Diractors of the Corporation’s
Board of Directars who shall be elected during the Annual Shareholders’ Meeting to
be held on 19 JUNE 2019 at EDSA Shangri-La Manila, No. 1 Garden Way, Ortigas
GCenter, Mandaluyong City. All nominations should be submitted on or before 20
May 2019 to the Corporate Secretary at the following address:

FEDERICO G. NOEL, JR.

Shang Properties, Inc.

Level 5, Shanhgri-La Plaza Mall

Edsa cor, Shaw Blvd., Mandaluyong City

All nommattons should contain at least the following information:
Names, ages, and citizenship of all nominees;

+ Positions and cfiices that each nominee has held, or will hold if known;

» Term of office and the period during which the nominee has served as
directar,

« Business experiencs during the past five (5) years;

+  Qther directorships held in SEC reporting companies, naming each company,

«  Family relationships up to the fourth civil degres aither by consanguinity

or affinity among direciors, executive officers, or persons chosen by the
Corporation to become directors or executive officars;
Invelvement in legal proceedings, i.e., a description of any of the following
events that occurred during the past five (5) years up to the latest date that
are maierial to an evaluation of the ability of integrity of any director, any
nominee for election as director;

= Any bankruptcy petifion filed by or ageainst any business of which such
person was a general pariner or executive officer either at the time of the
bankruptcy or within two years prior to that ime;

«  Any conviction by final judgment, including the nature of the offense, in a
criminal proceedings, domestic or forsign, or being subject to a pending
criminal proceeding, domestic or foreign, excluding traffic violations and
other minor offenses;

« Being subject to any order, judgment, or decree, not suhsequently, reversed,
suspended, or vacated, of any court of competent jurisdiction, domestic
or foreign, permanently or temporarily enjoining, barring, suspending or
otherwise limiting his involvement in any type of business, securities,
commedities or banking activities;

« Being found by a domestic or foreign court of competent jurisdiction (in a
civil action), the SEC or comparable foreign body, or a domestic or foreign
exchange or other organized trading market or self regulatory organization, to
have violated securities or commodities law or reguiation, and the judgment
has not been reversed, suspended, or vacated;

+  Discloswe if owning directly or indiractly as record and/or beneficial owner of
any class of the Corporation's voting securitias;

» Discloswe if owning voting trust of more than 5% of the Corporation's
securities; and

» Should not have any of the disqualifications [aid down by pravailing laws,
rules, and reguiations.

All nominations shall be subject to pre-screening by the Corporation's Nomination
Committee which shall prepare the final list of nominees.

Interested shareholders may also submit on or before 20 May 2019, their proposals
for matters to form part of the Agenda for the Annual Shareholders Mesting.

By Order of the Nomination Committes.
(8GD.)
FEDERICO G. NOEL, JR.
Corparate Secretary

MT - April 22, 2019

na Lourdes B. Dimeros, of legai age,
bino and a resident of 20 Libra St
‘ark Subdivision, Pamplona, Las Pifias City
lippines, after having been duly sworn
) law, do hereby depose and state:

1 the Interim Credit and Collection Head of
la Times, a newspaper which is published
Printed in English and Edited in Metro
circulated nationwide daily from Monday to
| postal address at 2/F Sitio Grande, 409 A,
'nue, intramuros, Manila

attached NOTICE TO SHAREHOLDERS
r PROPERTIES, INC.

shed in The Manila Times newspaper in
FAPRIL 22, 2019

whereof, | signed this Affidavit in Pasig,
tis APR 20 @018 2010

CARMINA LOURDES B. DINEROS

E}n%m to before me this day
in PASIG, Philippines, affiant
o me her Driver’s License No. D06-93-

uved at Las Pinas valid until February 08,
SS ID No. 33-457-425-09
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