COVER SHEET

SEC Registration Number

A|S|0(9(4|-|0|0(0|0|8]|8

COMPANY NAME
S(M PIR|I |[M|E HIOIL[D|I |N|G|S]|, I[N|C]. A|IN|D S|U

B|S|{I|D|I|A[R|I |E|S

PRINCIPAL OFFICE ( No./ Street/Barangay / City / Town / Province )

Oft|h Fl{l|o|lo]|r|, Mial|l |l off Alsl|i|a Alrleln|a
Aln|n|e|X Blufi|l|d]|i|n]|g], Clo|r|all Wlaly clo|r
J W Dlijolk|n]o Bl |v|d , Mlal|l |l ol|f Als|i
a Cloim|p|!l|e|x]|, Bir|g|y 7161, Zlo|ln|e 1 ,
C|B|P|-|1]|A], Pla|s|al|y Cli|t]y 113|010
Form Type Department requiring the report Secondary License Type, If Applicable
1/7|-1Q
| COMPANY INFORMATION
Company’s Email Address Company's Telephone Number Mobile Number
831-1000
Annual Meeting Fiscal Year
No. of Stockholders Month/Day Month/Day
2,413 March 31
CONTACT PERSON INFORMATION
The designated contact person MUST be an Officer of the Corporation
Name of Contact Person Email Address Telephone Number/s Mobile Number
Mr. John Nai Peng C. Ong 831-1000

CONTACT PERSON’s ADDRESS

NOTE 1: In case of death, resignation or cessation of office of the officer designated as contact person, such incident shall be reported to the Commission
within thirty (30) calendar days from the occurrence thereof with information and complete contact details of the new contact person designated.

2 :  All Boxes must be properly and completely filled-up. Failure to do so shall cause the delay in updating the corporation’s records with
the Commission and/or non-receipt of Notice of Deficiencies. Further, non-receipt of Notice of Deficiencies shall not excuse the corporation from liability for its
deficiencies.




SECURITIES AND EXCHANGE COMMISSION
SEC FORM 17-Q

QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17(2)(b) THEREUNDER

1. For the quarterly period endedarch 31, 2018

2. SEC ldentification NumbeAS0940000-88 3. BIR Tax ldentification N603-058-789

4. Exact name of registrant as specified in itsteneEM PRIME HOLDINGS, INC.

5. PHILIPPINES 6. (SEC Use Only)
Province, Country or other jurisdiction Industry Classification Cod
incorporation or organizatit

7. 10" Floor, Mall of Asia Arena Annex Building, Coral Way cor. J.W. Diokno Blvd., Mall of
Asia Complex, Brgy. 76, Zone 10, CBP-1A, Pasay City 1300
Address of principal office Postal Code

8. (632) 831-1000
Registrant's telephone number, including area code

Former name, former address, and formealfigear, if changed since last report.
10. Securities registered pursuant to SectiongidBaof the SRC

Title of Each Clss Number of Shares of Common Stc
Outstanding and Amount of Debt Outstant

CAPITAL STOCK, P 1 PAR VALUE 28,879,231,694

11. Are any or all of these securities listed aa Philippine Stock Exchange.
Yes [X] No [ ]

12. Indicate by check mark whether the registrant:
(a) has filed all reports required to be filed®sction 11 of the Securities Regulation Code (SRC)
and SRC Rule 11(a)-1 thereunder and Sections 264haf The Corporation Code of the Philippines

during the preceding 12 months (or for such sharégiod that the registrant was required to filelsu
reports);

Yes [X] No [ ]

(b) has been subject to such filing requirememtstfe past 90 days.
Yes K] No [ ]



SM Prime Holdings, Inc.
and Subsidiaries
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As at March 31, 2018

and for the Three-Month Periods Ended
March 31, 2018 and 2017

(with Comparative Audited Consolidated
Balance Sheet as at December 31, 2017)



SM PRIME HOLDINGS, INC. AND SUBSIDIARIES

INTERIM CONSOLIDATED BALANCE SHEET

MARCH 31, 2018

(With Comparative Audited Figures as at December 312017)

(Amounts in Thousands)

March 31, December 31,
2018 2017
(Unaudited) (Audited)
ASSETS
Current Assets
Cash and cash equivalents (Notes 6, 20 and 24) B45,558,637 P44,371,534
Investments held for trading (Notes 7, 20, 24 aBd 2 772,789 731,076
Receivables (Notes 8, 20, 24 and 25) 31,228,466 34,277,281
Condominium and residential units for sale (Note 9) 8,543,602 8,733,299
Land and development (Note 10) 24,705,142 22,518,138
Available-for-sale investments (Notes 11, 20 ang 25 649,735 641,300
Prepaid expenses and other current assets (Notsd120) 15,631,032 14,303,412
Total Current Assets 127,089,403 125,576,040
Noncurrent Assets
Investments in associates and joint ventures (lléje 24,925,806 24,566,239
Available-for-sale investments - net of currenttjmor
(Notes 11, 20, 24 and 25) 27,729,734 30,464,845
Investment properties - net (Note 13) 280,764,329 273,084,146
Land and development - net of current portion (Nidig 37,164,241 36,148,036
Derivative assets (Notes 24 and 25) 545,938 3,546,694
Deferred tax assets - net 1,065,842 1,114,291
Other noncurrent assets - net (Notes 15, 20, 2£28hd 59,659,822 43,917,307
Total Noncurrent Assets 431,855,712 412,841,558

P558,945,115

P538,417,598

LIABILITIES AND EQUITY

Current Liabilities

Loans payable (Notes 16, 20, 24 and 25) B39,400 B744,400
Accounts payable and other current liabilities @017, 20, 24 and 25) 53,921,347 51,084,082
Current portion of long-term debt (Notes 18, 20 224l 25) 5,373,011 25,344,035
Income tax payable 2,070,442 1,035,215
Total Current Liabilities 61,404,200 78,207,732
Noncurrent Liabilities
Long-term debt - net of current portion (Notes 28, 24 and 25) 196,579,155 167,509,484
Tenants’ and customers’ deposits - net of currertign
(Notes 17, 24 and 25) 17,149,736 16,376,024
Liability for purchased land - net of current porti
(Notes 17, 24 and 25) 2,214,503 2,170,998
Deferred tax liabilities - net 3,045,906 2,877,971
Derivative liabilities (Notes 24 and 25) 1,726,262 777,408
Other noncurrent liabilities (Notes 17, 24 and 25) 8,315,689 7,624,067
Total Noncurrent Liabilities 229,031,251 197,335,952
Total Liabilities Carried Forwarg B290,435,451 B275,543,684




March 31, December 31,
2018 2017
(Unaudited) (Audited)
Total Liabilities(Brought Forward) P290,435,451 P275,543,684

Equity Attributable to Equity Holders of the Parent
Capital stock (Notes 19 and 26) 33,166,300 33,166,300
Additional paid-in capital - net 39,866,525 39,662,168
Cumulative translation adjustment 3,027,250 2,110,745
Net unrealize gain on available-for-sale investments (Note 11) 22,763,636 25,489,705
Net fair value changes on cash flow hec (371,693) (311,429)
Remeasurement gain on defined benefit obligation (199,126) (199,126)

Retained earnings (Note 19):

Appropriated 42,200,000 42,200,000
Unappropriated 127,723,354 120,125,945
Treasury stock (Notes 19 and 26) (3,038,911) (3,287,087)
Total Equity Attributable to Equity Holders ofetfiParent 265,137,335 258,957,221
Non-controlling Interests 3,372,329 3,916,693
Total Equity 268,509,664 262,873,914

P558,945,115

P538,417,598

See accompanying Notes to Interim Condensed Consliffriancial Statements.



SM PRIME HOLDINGS, INC. AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF INCOME

(Amounts in Thousands, Except Per Share Data)

Three-Month Periods Ended March 31

2018 2017
(Unaudited)
REVENUE
Rent (Note 20) P13,498,912 R12,071,460
Sales:
Real estate 7,382,763 5,923,992
Cinema and event ticket 1,116,630 1,229,855
Others (Notes 20 and 21) 1,357,084 1,282,393
23,355,389 20,507,700
COSTS AND EXPENSES(Note 22) 12,262,552 10,941,188
INCOME FROM OPERATIONS 11,092,837 9,566,512
OTHER INCOME (CHARGES)
Interest expense (Notes 20 and 23) (1,628,869) (1,249,974)
Interest and dividend income (Notes 6, 7, 8, 11205and 23) 440,869 279,259
Others - net (Notes 7, 14 and 18) 19,451 88,889
(1,168,549) (881,826)
INCOME BEFORE INCOME TAX 9,924,288 8,684,686
PROVISION FOR INCOME TAX
Current 2,171,861 1,868,351
Deferred 4,974 71,417
2,176,835 1,939,768
NET INCOME P7,747,453 P6,744,918
Attributable to
Equity holders of the Parent (Notes 19 and 26) R7,597,409 B6,595,093
Non-controlling interests (Note 19) 150,044 149,825
B7,747,453 P6,744,918
Basic/Diluted earnings per share (Note 26) P0.263 R0.229

See accompanying Notes to Interim Consolidated FiahBtatements.



SM PRIME HOLDINGS, INC. AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF COMPREHENSIVE IN COME

(Amounts in Thousands)

Three-Month Periods Ended March 31

2018 2017
(Unaudited)
NET INCOME B7,747,453 P6,744,918
OTHER COMPREHENSIVE INCOME (LOSS)
Other comprehensive inconfless) to be reclassified to profit or Ic
in subsequent periods:
Unrealized gain (loss) due to changes in fair #atuavailable-
for-sale investments (Note 11) (2,726,069) 2,755,939
Net fair value changes on cash flow hedges (60,264) (570,544)
Cumulative translation adjustment 916,505 172,298
(1,869,828) 2,357,693
TOTAL COMPREHENSIVE INCOME P5,877,625 P9,102,611
Attributable to
Equity holders of the Parent (Notes 19 and 26) B5,727,581 R8,952,786
Non-controlling interests (Note 19) 150,044 149,825
P5,877,625 P9,102,611

See accompanying Notes to Interim Consolidated FiahBtatements.



SM PRIME HOLDINGS, INC. AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF CHANGES IN EQUIT Y
FOR THE THREE-MONTH PERIODS ENDED MARCH 31, 2018 AND 2017

(Amounts in Thousands)

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

Net Unrealized

Gain on
Available- Net Fair Value Remeasurement
Additional Cumulative for-Sale Changes on Gain (Loss) on Treasury
Capital Stock Paid-in Translation Investments Cash Flow Defined BenefitRetained Earnings(Note 19) Stock Non-controlling Total
(Notes 19 and 26)Capital - Net Adjustment (Note 11) Hedges Obligation  Appropriated Unappropriated (Notes 19 and 26) Total Interests Equity
At December 31, 2017 (Audited) P33,166,300 P39,662,168 B2,110,745 P25,489,705 (P311,429) (P199,126) P42,200,000  P120,125,945 (P3,287,08792258,957,221  P3,916,693  P262,873,914
Net income for the peric - - - - - - - 7,597,409 - 7,597,409 150,044 7,747,453
Other comprehensive income (loss) — — 916,505 (2,726,069) (60,264) — — — - (1,869,828) — (1,869,828)
Total comprehensive income (loss) for the period - - 916,505 (2,726,069) (60,264) - - 7,597,409 — 5,727,581 150,044 5,877,625
Cash dividends received by non-controlling intesest - - - - - - - - - - (516,200) (516,200)
Sale of treasury shares held by subsidiary - 204,357 - - - - - - 248,176 452,533 - 452,533
Acquisition of non-controlling interest - — - - - - - - - - (178,208) (178,208)
At March 31, 2018 (Unaudited) P33,166,300 P39,866,525 B3,027,250 P22,763,636 (P371,693) (P199,126) P42,200,000 P127,723,354 (P3,038,9119265,137,335  P3,372,329  P268,509,664
At December 31, 2016 (Audited) B33,166,300 BPIEH B1,400,373 B17,502,410 B811,625 B39,68%42,280,000 B100,170,486 (B3,355,4742231,481,032 B3,882,512 B235,363,544
Net income for the peric - - - - - - - 6,595,093 - 6,595,093 149,825 6,744,918
Other comprehensive income (loss) — - 172,298 29895 (570,544) — — — - 2,357,693 - 2,357,693
Total comprehensive income (loss) for the period — — 172,298 2,755,939 (570,544) — - 6,595,093 — 8,952,786 149,825 9,102,611
Cash dividends received by non-controlling intesest - - - - - - - - - - (530,791) (530,791)
Sale (acquisition) of non-controlling interest — 197 — — — — — — — 2,157 (87,565) (85,408)
At March 31, 2017 (Unaudited) P33,166,300  P39,Bad P1,572,671  B20,258,349 P241,081 P39,687 42,280,000  P106,765,579 (B3,355,4742240,435,975  B3,413,981  P243,849,956

See accompanying Notes to Interim Condensed Cdasedi Financial Statements.



SM PRIME HOLDINGS, INC. AND SUBSIDIARIES

INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS

(Amounts in Thousands)

Three-Month Periods Ended March 31

2018 2017
(Unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax B9,924,288 P8,684,686
Adjustments for:

Depreciation and amortization (Notes 13, 15 and 22 2,291,213 2,141,191

Interest expense (Note 23) 1,628,869 1,249,974

Interest and dividend income (Notes 7, 11 and 23) (440,869) (279,259)

Equity in net earnings of associates and jointwes

(Note 14) (243,231) (215,205)

Loss (gain) on:

Unrealized foreign exchange (149,593) (141,640)

Fair value changes on derivatives - net 55,975 -

Mark-to-market on investments held for trading(®7) (41,713) (44,202)
Operating income before working capital changes 13,024,939 11,395,545
Decrease (increase) in:

Receivables 3,085,820 2,255,539

Condominium and residential units for sale 531,658 801,803

Land and development (3,125,139) (8,132,959)

Prepaid expenses and other current assets (1,310,572) (404,613)
Increase in:

Accounts payable and other current liabilities 3,842,995 4,975,106

Tenants’ and customers’ deposits 652,488 447,874
Cash generated from operations 16,702,189 11,338,295
Income tax paid (1,153,764) (980,744)
Cash provided by operating activities 15,548,425 10,357,551
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of :

Available-for-sale investments (Note 11) 677 -
Interest received 296,695 128,254
Dividends received 144,965 56,470
Additions to:

Investment properties (Note 13) (7,054,080) (7,559,202)

Available-for-sale investments (Note 11) - (1,237,004)
Increase in investments in associates and joirttives (Note 14) (9,282) (775,500)
Increase in other noncurrent assets (14,839,491) (3,314,096)

Net cash used in investing activit

(21,460,516)

(12,701,078)

(Forward)



Three-Month Periods Ended March 31

2018 2017
(Unaudited)

CASH FLOWS FROM FINANCING ACTIVITIES
Availments of bank loans and long-term debt (Nd#&@snd 18) B26,485,385 P6,450,880
Payments of:

Long-term debt (Note 18) (20,830,209) (770,289)

Interest (Notes 17 and 23) (1,625,782) (924,816)

Dividends (Note 19) (516,200) (530,791)

Bank loans (Note 16) (185,000) (135,000)
Proceeds from:

Maturity of derivatives 3,212,542 -

Reissuance of treasury shares (Note 19) 452,533 -
Net cash provide by financing activities 6,993,269 4,089,984
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND

CASH EQUIVALENTS 105,925 24,883
NET INCREASE IN CASH

AND CASH EQUIVALENTS 1,187,103 1,771,340
CASH AND CASH EQUIVALENTS

AT BEGINNING OF PERIOD 44,371,534 25,200,982
CASH AND CASH EQUIVALENTS AT END OF PERIOD P45,558,637 P26,972,322

See accompanying Notes to Interim Condensed Consliffiancial Statements.



SM PRIME HOLDINGS, INC. AND SUBSIDIARIES

NOTES TO INTERIM CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

1. Corporate Information

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

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

As at March 31, 2018, SMPH is 49.70% and 25.85%ctly-owned by SM Investments Corporation
(SMIC) and the Sy Family, respectively. SMIC, tifemate parent company, is a Philippine
corporation which listed its common shares withRi&E in 2005. SMIC and all its subsidiaries are
herein referred to as the “SM Group”.

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

2. Basis of Preparation

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

Statement of Compliance

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

Basis of Consolidation

The interim condensed consolidated financial stateéminclude the accounts of the Parent Company
and all of its subsidiaries. As at March 31, 2ah&re were no significant changes in the
composition of the Company and in the Parent Coryipawnership interests in its subsidiaries.

Significant Accounting Judgments, Estimates anduAgsions

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

Except as otherwise stated, there were no significdaanges in the significant accounting judgments,
estimates, and assumptions used by the Compatygfdhree-month period ended March 31, 2018.

Summary of Significant Accounting and Financial Reprting Policies

Changes in Accounting Policies and Disclosures

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

=  Amendments to PFRS 3hare-based Payme@lassification and Measurement of Share-based
Payment Transactionaddress three main areas: the effects of vestinditions on the
measurement of a cash-settled share-based paynaesddtion; the classification of a share-
based payment transaction with net settlementresfor withholding tax obligations; and the
accounting where a modification to the terms antltmns of a share-based payment
transaction changes its classification from castheskto equity settled.

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

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

The adoption of PFRS 9 will have an effect on tlassification and measurement of the
Company’s financial assets and impairment methagyolor financial assets, but will have no
impact on the classification and measurement oCibrapany’s financial liabilities. The
adoption will also have an effect on the Compamnygairment of financial assets. The adoption
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will not have a significant impact on the Compangfictive hedges since PFRS 9 does not
change the general principles of how an entity aotofor effective hedges. The Company
continues to assess the impact of this standard.

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

PFRS 9 and an overlay approach. The temporary mti@mis first applied for reporting periods
beginning on or after January 1, 2018. An entigyyralect the overlay approach when it first
applies PFRS 9 and apply that approach retrospdgtiov financial assets designated on
transition to PFRS 9. The entity restates compexratformation reflecting the overlay approach
if, and only if, the entity restates comparativiormation when applying PFRS 9. The
amendments did not have any impact on the Compa&oyisolidated financial statements.

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

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

Amendments to PAS 28)easuring an Associate or Joint Venture at FairogPart ofAnnual
Improvements to PFR®14 - 2016 Cycle), clarify that an entity thaaisenture capital
organization, or other qualifying entity, may elegttinitial recognition on an investment-by-
investment basis, to measure its investments wcades and joint ventures at fair value through
profit or loss. They also clarify that if an egtihat is not itself an investment entity has an
interest in an associate or joint venture thahi;maestment entity, the entity may, when applying
the equity method, elect to retain the fair valleasurement applied by that investment entity
associate or joint venture to the investment eatiiyociate’s or joint venture’s interests in
subsidiaries. This election is made separatelgéah investment entity associate or joint
venture, at the later of the date on which (a)nrestment entity associate or joint venture is
initially recognized; (b) the associate or joinhtiere becomes an investment entity; and (c) the
investment entity associate or joint venture fisstomes a parent. The amendments did not have
any impact on the Company’s consolidated finarst@iements.

Amendments to PAS 4Mmvestment Propertyransfers of Investment Propertlarify when an
entity should transfer property, including propertyder construction or development into, or out
of investment property. The amendments statestichtange in use occurs when the property
meets, or ceases to meet, the definition of investrproperty and there is evidence of the change
in use. A mere change in management’s intentionthe use of a property does not provide
evidence of a change in use. The amendments shewdgplied prospectively to changes in use
that occur on or after the beginning of the anmepbrting period in which the entity first applies
the amendments. Retrospective application is paiynitted if this is possible without the use of
hindsight. The Company continues to assess thadtmgj this standard.
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= Philippine Interpretation International Financiapgrting Interpretations Committee
(IFRIC) - 22,Foreign Currency Transactions and Advance Consitlenaclarifies that, in
determining the spot exchange rate to use onling@gnition of the related asset, expense or
income (or part of it) on the derecognition of aafmonetary asset or non-monetary liability
relating to advance consideration, the date ofrdmgsaction is the date on which an entity
initially recognizes the nonmonetary asset or nametary liability arising from the advance
consideration. If there are multiple paymentsemeipts in advance, then the entity must
determine a date of the transactions for each patyoraeceipt of advance consideration.
Entities may apply the amendments on a fully rgeesive basis. Alternatively, an entity may
apply the interpretation prospectively to all assekpenses and income in its scope that are
initially recognized on or after the beginning bétreporting period in which the entity first
applies the interpretation or the beginning ofiameporting period presented as comparative
information in the financial statements of the mtipg period in which the entity first applies the
interpretation. The Company continues to assess the impact oftéunglard.

4. Segment Information

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

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

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

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

Management monitors the operating results of igrmss units separately for the purpose of making
decisions about resource allocation and performassessment. Segment performance is evaluated
based on operating profit or loss and is measuradistently with the operating profit or loss i th
interim condensed consolidated financial statements

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

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




Business Segment Data

Three-month period ended March 31, 2018 (Unaudited)

Hotels and
Convention  Eliminations/  Consolidated
Mall Residential Commercial Centers Adjustments Balances
Revenue: (In Thousands)
External customers B13,848,719 B7,514,996 B799,078 B1,192,596 B-P23,355,389
Inter-segment 26,904 — 18,989 2,128 (48,021) -
P13,875,623 B7,514,996 B818,067 1,194,724 8,024) P23,355,389
Segment results:
Income before income tax B6,806,302 B2,108,462 B668,777 B273,396 B@7,35 B9,924,288
Provision for income tax (1,712,129) (278,678) (117,961) (68,067) = (2,176,835)
Net income B5,094,173 P1,829,784 B550,816 B205,329 67,351 R7,747,453
Net income attributable 1
Equity holders of the Parent B4,944,82 B1,829,08! B550,81t B205,32¢ B67,35. B7,597,40'
Non-controlling interests 149,345 699 — — — 150,044
Other information:
Capital expenditures B5,963,11 B6,557,42 B1,156,56: P112,38( B- P13,789,49
Depreciation and amortization 2,026,982 37,040 101,493 125,698 — 2,291,213
Three-month period ended March 31, 2017 (Unaudited)
Hotels and
Convention  Eliminations/  Consolidated
Mall Residential Commercial Centers  Adjustments Balances
Revenue: (In Thousands)
External customers BR12,643,033 6,018,420 R331, B1,114,810 B- B20,507,700
Inter-segment 11,978 - 17,110 7,404 (36,492) -
B12,655,011 6,018,420 B748,547 B1,122,214 6,483) PB20,507,700
Segment results:
Income before income tax B6,081,561 B1,590,246 =654PB53 B274,961 B83,565 B8,684,686
Provision for income tax (1,531,483) (229,152) (116,321) (62,812) — (1,939,768)
Net income B4,550,078 B1,361,094 B538,032 2229 B83,565 B6,744,918
Net income attributable 1
Equity holders of the Parent B4,400,216 B1,31,1 B538,032 B212,149 B83,565 B6,595,093
Non-controlling interests 149,862 (37) — — — 149,825
Other information:
Capital expenditures B5,643,001 B10,446,980 3381285 B660,381 =2 B18,085,647
Depreciation and amortization 1,878,079 45,910 784, 132,405 - 2,141,191
March 31, 2018 (Unaudited)
Hotels and
Convention Consolidated
Mall Residential Commercial Centers Eliminations Balances
(In Thousands)
Segment assets B363,632,365 P147,641,977 BP32888 P12,014,613 (R1,992,078)R558,945,115
Segment liabilities B211,491,750 B77,195,202 6,761 P1,135,816 (B1,992,078p290,435,451

December 31, 2017 (Audited)

Hotels and
Convention Consolidated
Mall Residential Commercial Centers Eliminations Balances
(In Thousands)
Segment assets B354,773,934 B136,663,121 B3H)830 PB11,714,059 (B1,663,724P538,417,598
Segment liabilities B204,608,715 B68,954,662 ,5BR233 B1,066,798 (B1,663,724p275,543,684

For the three-month periods ended March 31, 208&8ai7, there were no revenue transactions with

a single external customer which accounted for b@¥hore of the consolidated revenue from

external customers.



Seasonality
The Company’s operations has no significant sedispna

Business Combination

Common Control Business Acquisitions

In January 2017, the Parent Company, through Skstyfe Entertainment Inc. (SMLEI), acquired
90% of the outstanding common stock of Family Baiement Center, Inc.. The companies
involved are all under common control by the Sy Bathus the acquisition was considered as
common control business combinations and was ateddar using the pooling of interest method.
Assets, liabilities and equity of the acquired basses are included in the consolidated financial
statements at their carrying amounts. No restateofeorior period was made as a result of the
acquisitions due to immateriality. Had the Compeestated its prior period financial statements, ne
income for the year ended December 31, 2016 waaNé decreased by B5 million.

In December 2016, the Parent Company, through P@ommercial Property Management
Corporation (PCPMC), acquired 90% each of the aotihg common stock of Shopping Center
Management Corporation (SCMC) and SMLEI. The camgminvolved are all under the common
control by the Sy Family. Thus, the acquisitiongeveonsidered as common control business
combinations and were accounted for using the pgdf interest method. Assets, liabilities and
equity of the acquired businesses are includeldarconsolidated financial statements at their
carrying amounts. No restatement of prior peri@s wade as a result of the acquisitions due to
immateriality. Had the Company restated its ppieriod financial statements, net income for the
year ended December 31, 2015 would have incregs&® million.

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

Cash and Cash Equivalents

Cash and cash equivalents comprised the following:

March 31, December 31,

2018 2017
(Unaudited) (Audited)
(In Thousands)
Cash on hand and in banks (see Note 20) P1,868,402 B2,170,090
Temporary investments (see Note 20 43,690,235 42,201,444

P45,558,637 P44,371,534

Interest income earned from cash in banks and teanpmvestments amounted to B265 million
and B110 million for the three-month periods enlliedich 31, 2018 and 2017, respectively
(see Note 23).



7. Investments Held for Trading

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

March 31, December 31,

2018 2017

(Three Months) (One Year)

(Unaudited) (Audited)

(In Thousands)

At beginning of the period P731,076 P918,702
Mark-to-market gain (loss) during the period 41,713 (13,690)
Disposals - net - (173,936)
At end of the period B772,789 B731,076

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

Interest income earned from investments held &atitrg amounted to nil and B5 million for the
three-month periods ended March 31, 2018 and 2@%pectively (see Note 23).

8. Receivables
This account consists of;

March 31, December 31,

2018 2017
(Unaudited) (Audited)
(In Thousands)
Trade:
Sale of real estate B42,587,412 B40,355,345
Rent:
Third parties 4,969,406 5,162,398
Related parties (see Note 20) 2,194,054 2,716,458
Others 106,581 136,580
Receivable from a co-investor 310,440 286,603
Accrued interest (see Note 20) 135,041 135,831
Nontradt 123,864 145,151
Due from related parties (see Note 20) - 130
Others (see Note 20) 1,895,053 2,246,437
52,321,851 51,184,933
Less allowance for impairment 1,084,576 1,053,582

51,237,275 50,131,351

Less noncurrent portion of receivables from sale
of real estate (see Note 15) 20,008,809 15,854,070
P31,228,466 P34,277,281

Receivables, except for those that are impairedassessed by the Company’s management as not
impaired, good and collectible.
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Interest income earned from receivables amount& éomillion for the three-month periods ended
March 31, 2018 and 2017 (see Note 23).

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

March 31, December 31,

2018 2017
(Three Months) (One Year)
(Unaudited) (Audited)
(In Thousands)
At beginning of the period P1,053,582 P966,427
Provision for impairment - net 30,994 87,155
At end of the period B1,084,576 P1,053,582

The aging analyses of receivables are as follows:

March 31, December 31,

2018 2017
(Three Months) (One Year)
(Unaudited) (Audited)
(In Thousands)

Neither past due nor impait B44,670,197 B42,445,512
Past due but not impaired:

Less than 30 days 2,048,791 2,309,905

31-90 days 1,621,855 1,812,566

91-120 days 790,164 815,749

Over 120 days 2,106,268 2,747,619

Impaired 1,084,576 1,053,582

P52,321,851 P51,184,933

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

Condominium and Residential Units for Sale

This account consists of;

March 31, December 31,

2018 2017
(Unaudited) (Audited)
(In Thousands)
Condominium units for sale B8,415,800 B8,566,351
Residential units and subdivision lots 127,802 166,948

P8,543,602 P8,733,299
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The movements in “Condominium units for sale” actdcare as follows:

March 31, December 31,

2018 2017

(Three Months) (One Year)

(Unaudited) (Audited)

(In Thousands)

At beginning of the period P8,566,351 R7,505,117
Transfer from land and development (see Note 10) 328,554 5,380,827
Cost of real estate sold (see Note 22) (479,105) (4,319,593)
At end of the period B8,415,800 B8,566,351

Condominium units for sale pertain to the complgiegjects of SM Development Corporation
(SMDC), Highlands Prime, Inc. and Costa Del Hamihz, These are stated at cost as at
March 31, 2018 and December 31, 2017.

The movements in “Residential units and subdivisits’ account are as follows:

March 31, December 31,

2018 2017

(Three Months) (One Year)

(Unaudited) (Audited)

(In Thousands)

At beginning of the period P166,948 P282,432
Transfer from land and development (see Note 10) 13,407 309,736
Cost of real estate sold (see Note 22) (52,553) (425,220)
At end of the period R127,802 P166,948

Residential units and subdivision lots for salesiated at cost as at March 31, 2018 and
December 31, 2017.

10. Land and Development
This account consists of:

March 31, December 31,

2018 2017
(Unaudited) (Audited)
(In Thousands)
Land and development B60,293,012 B57,112,468
Land held for future development 1,576,371 1,553,706
61,869,383 58,666,174
Less noncurrent portion 37,164,241 36,148,036

P24,705,142 P22,518,138
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The movements in “Land and development” accounaar®llows:

March 31, December 31,

2018 2017
(Three Months) (One Year)
(Unaudited) (Audited)
(In Thousands)
At beginning of the period B57,112,468 R42,273,372
Development cost incurred 4,334,493 16,792,977
Land acquisitions 2,194,836 13,111,730
Capitalized borrowing cost 66 38,240
Cost of real estate sold (see Note 22) (3,206,384) (10,406,991)
Transfer to condominium and residential units
for sale (see Note 9) (341,961) (5,690,563)
Reclassified from investment properties
(see Note 13) - 349,045
Reclassified from other noncurrent assets
(see Note 15) - 247,925
Others 199,494 396,733
At end of the period B60,293,012 B57,112,468

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

March 31, December 31,

2018 2017
(Three Months) (One Year)
(Unaudited) (Audited)
(In Thousands)
At beginning of the period RP1,553,706 P1,845,755
Acquisition and transferred-in costs and others 22,665 (292,049)
At end of the period B1,576,371 B1,553,706

The average rates used to determine the amouwiraiviing costs eligible for capitalization range
from 3.66% in 2018 and 3.52% to 4.57% in 2017.

Land and development is stated at cost as at MeircR018 and December 31, 2017. There is no
allowance for inventory write down as at March 2218 and December 31, 2017.
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11. Available-for-sale Investments

This account consists of investments in:

March 31, December 31,
2018 2017

(Unaudited) (Audited)
(In Thousands)

Shares of stock:
Listed (see Note 20) B28,364,588 B31,090,564

Unlisted 14,881 15,581
28,379,469 31,106,145
27,729,734 30,464,845

P649,735 B641,300

Less noncurrent portion

Dividend income from investments in listed and steldl shares of stock amounted to B145 million
and B135 million for the three-month periods enlliedich 31, 2018 and 2017, respectively.

Unrealized loss on changes in fair value amourtorng2,726 million for the three-month periods
ended March 31, 2018 and unrealized gain amoutdii&?,756 million for the three-month periods
March 31, 2017 were included under other compréateriiscome.

12. Prepaid Expenses and Other Current Assets

This account consists of;

March 31, December 31,

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

Advances and deposits B7,148,578 B6,035,736

Input and creditable withholding taxes 4,792,628 5,219,909
Prepaid taxes and other prepayments 3,218,202 2,619,209

Supplies and inventories 377,644 370,337
Cash in escrow (see Note 20) 85,622 50,881
8,358 7,340

Others

P15,631,032 P14,303,412
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13. Investment Properties

The movements in this account are as follows:

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

Cost
Balance as at December 31, 2016 B63,162,938 FABO66 B32,991,894 B24,438,795 P310,186,693
Effect of common control business combination

(Note 5) - 1,047 929 - 1,976
Additions 3,766,470 4,272,682 1,769,895 18,407,346 28,216,393
Reclassifications (see Note 10) (2,926,085) 11,289,884 1,166,605 (9,879,449) (349,045)
Translation adjustment 75,699 2,459,685 193,841 215,944 2,945,169
Disposals (11,538) (162,144) (45,913) — (219,595)
Balance as at December 31, 2017 64,067,484 202254, 36,077,251 33,182,636 340,781,591
Additions 495,934 571,959 463,679 5,680,996 7,212,568
Reclassifications (see Note 15) 77,793 2,218,329 ,1987 (2,373,087) 234
Translation adjustment 107,955 3,248,599 247,429 6,585 3,700,568
Disposals (7,298) (347,634) (7,938) — (362,870)
Balance as at March 31, 2018 P64,741,868 P213,145,473 P36,857,620 P36,587,130 P351,332,091
Accumulated Depreciation and Amortization
Balance as at December 31, 2016 B1,700,431 BB B19,083,190 B— B58,687,629
Effect of common control business combination

(Note 5) - 527 769 - 1296
Depreciation and amortization (see Note 22) 194,050 5,845,746 2,660,937 - 8,700,733
Translation adjustment 37,530 325,992 95,175 - 458,697
Disposals (11,538) (94,504) (44,868) - (150,910)
Balance as at December 31, 2017 1,920,473 43,981,76 21,795,203 - 67,697,445
Depreciation and amortization (see Note 22) 42,295 1,527,603 673,527 - 2,243,425
Reclassifications - (3,127) 3,127 - -
Translation adjustment 50,355 463,928 128,497 - 642,780
Disposals (7,292) (763) (7,833) - (15,888)
Balance as at March 31, 2018 B2,005,831 B45,969,4 B22,592,521 B— B70,567,762
Net Book Value
As at December 31, 2017 P62,147,011 P163,472,451 P14,282,048 P33,182,636 P273,084,146
As at March 31, 2018 62,736,037 167,176,063 14,065, 36,587,130 280,764,329

Consolidated rent income from investment propediesunted to B13,484 million and

B12,047 million for the three-month periods enlfedch 31, 2018 and 2017, respectively.
Consolidated costs and expenses from investmepegres which generate income amounted to
R7,359 million and B6,768 million for the threemth periods ended March 31, 2018 and 2017,
respectively.

In 2018, shopping mall complex under constructiainty pertains to cost incurred for the
development of SM City Telebastagan, SM City LegaSp! Urdaneta Paurido and SM Tianjin
Phase 2 and on going redevelopment of SM Baguidghhdilall of Asia ; Commercial Building
construction pertains to BPO Towers of SM North BDSM lloilo Strata and SM Megamall, Three
E-com and Four E-com.

Construction contracts with various contractoratesd to the construction of the on-going projects
amounted to B54,477 million and B52,832 millisraalMarch 31, 2018 and December 31, 2017,
respectively, inclusive of overhead, cost of laled materials and all other costs necessary for the
proper execution of the works. The outstandingremits are valued at B14,559 million and
R14,167 million as at March 31, 2018 and Decer3tteP017, respectively.

Interest capitalized to the construction of investtproperties amounted to B709 million and
B2,299 million and capitalization rates used ranga 2.35% to 4.97% and from 2.35% to 4.77%,
for the periods ended March 31, 2018 and Decenthe2(BL7, respectively.
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The fair value of investment properties amounteB860,445 million as at December 31, 2015 as
determined by an independent appraiser who hotdsagnized and relevant professional
gualification. The valuation of investment propestwas based on market values using income
approach. The fair value represents the amoumhigh the assets can be exchanged between a
knowledgeable, willing seller and a knowledgeabléing buyer in an arm’s length transaction at
the date of valuation, in accordance with Inteoval Valuation Standards as set out by the
International Valuation Standards Committee.

Below are the significant assumptions used in #igation:

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

Investment properties are categorized under Le¥ak alue measurement.

While fair value of the investment properties was eetermined as at March 31, 2018, the
Company’s management believes that there were mditaans present in 2018, 2017 and 2016 that
would significantly reduce the fair value of the@stment properties from that determined on
December 31, 2015.

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

14.

Investments in Associates and Joint Ventures

Investments in Associates

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

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

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

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

As at March 31, 2018, OHI’s total assets, totdlilifies and total equity amounted to

B27,217 million, B21,461 million and B5,756 ioill, respectively, and the carrying value of
investment in OHI amounted to B16,318 million, efhconsists of its proportionate share in the net
assets of OHI amounting to B1,661 million and Y¥aiue adjustments and others totaling

B14,657 million. The share in profit and totaimmrehensive income amounted to B124 million and
R158 million for the three-month periods ended éa31, 2018 and 2017, respectively.

The carrying value of investment in FHREC amounteB1,394 million and B1,287 million as at
March 31, 2018 and December 31, 2017, respectiwélly,cumulative equity in net earnings
amounting to B1,076 million and B993 millionsd/arch 31, 2018 and December 31, 2017,
respectively.



-14 -

Investment in Joint Ventures
This significantly pertains to the 51% ownershiteigst of the Company in Waltermart. Waltermart
is involved in shopping mall operations and cuiseatvns 26 malls across Metro Manila and Luzon.

The aggregate carrying values of investments int&kfaart amounted to B6,081 million and
B5,977 million as at March 31, 2018 and DecemhePB17, respectively. These consist of the
acquisition costs totaling B5,145 million and cletive equity in net earnings and dividend totaling
B936 million and B832 million as at March 31, 2@hd December 31, 2017, respectively. The
aggregate share in profit and total comprehensieeme, net of dividend received, amounted to
R104 million and B50 million for the three-moipitriods ended March 31, 2018 and 2017,
respectively.

In June 2016, SMDC entered into a shareholderseagent through ST 6747 Resources Corporation
(STRC) for the development of a high-end luxurydestial project. Under the provisions of the
agreement, each party shall have 50% ownershigesitand is required to maintain each party’s
equal equity interest in STRC. In 2017, SMDC phielremaining ownership interest in STRC
amounting to B750 million. The carrying value mféstment in STRC amounted to B1,000 million as
at March 31, 2018 and December 31, 2017.

Investments in associates and joint ventures areuated for using the equity method.

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

15.

Other Noncurrent Assets

This account consists of;

March 31, December 31,
2018 2017

(Unaudited) (Audited)
(In Thousands)

Receivables from sale of real estate - net of atirre

portion (see Note 8) P20,008,809 P15,854,070
Bonds and deposits 19,936,117 9,518,290
Land use rights (see Note 10) 11,466,203 10,630,926
Time deposits (see Note 20) 4,020,600 3,800,809
Deferred input tax 1,477,512 1,399,343

Property and equipment - net of accumulated
depreciation of B1,594 million and
B1,547 million, respectively (see Notes 13
and 22) 1,469,848 1,493,427
Others 1,280,733 1,220,442
P59,659,822 P43,917,307

Interest income earned from time deposits amouiot&15 million and B12 million for the
three-month periods ended March 31, 2018 and Z@&pectively (see Note 23).
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16. Loans Payable

This account consists of unsecured Philippine geswmminated loans obtained from local banks
amounting to B39 million and B744 million as arivh 31, 2018 and December 31, 2017,
respectively, with due dates of less than one y&aese loans bear interest rates of 3.50% in 2018
and 3.00% to 3.50% in 2017.

Interest expense incurred from loans payable aneduotP8 million and B5 million for the
three-month periods ended March 31, 2018 and 2@&pectively (see Note 23).

17. Accounts Payable and Other Current Liabilities

This account consists of:

March 31, December 31,
2018 2017
(Unaudited) (Audited)
(In Thousands)
Trade:
Third parties B21,729,426 B21,997,141
Related parties (see Note 20) 272,249 297,093
Tenants’ and customers’ deposits 27,577,228 26,584,557
Accrued operating expenses:
Third parties 11,039,651 8,566,372
Related parties (see Note 20) 576,916 593,097
Liability for purchased land 6,655,529 6,423,989
Deferred output VAT 2,205,868 2,345,506
Accrued interest (see Note 20) 1,562,864 1,355,403
Payable to government agencies 836,538 1,001,818
Nontrad: 657,748 603,048
Others 2,198,989 1,921,682
75,313,006 71,689,706
Less noncurrent portion 21,391,659 20,605,624
B53,921,347 B51,084,082
Accrued operating expenses - third parties coo§ist
March 31, December 31,
2018 2017
(Unaudited) (Audited)
(In Thousands)
Utilities B5,973,340 B4,530,529
Marketing and advertising 708,954 606,729
Payable to contractors and others 4,357,357 3,429,114
B11,039,651 P8,566,372
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18. Long-term Debt

This account consists of;

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

Parent Company

Philippine peso-denominated loans January 12, 2@f1arch 1, 2018 March 1, 2020 - July 26, 2026 fgpPDST-R2 + margin; 4.20% — 6.74% Unsecured P112,851,300 92,923,000
U.S. dollar-denominated loans February 14, 2018pt&nber 3, 2013  January 29, 2018 — March 25, 2018 LIBOR + spread; semi-annual Unsecured - B19,972,000
Subsidiaries
Philippine peso-denominated loans June 3, 2013relvi26, 2018 December 18, 2018 — September 11, Z@4ting PDST-R2 + margin; 3.84% — 6.38% Unsecured 50,059,639 43,054,253
U.S. dollar-denominated loans April 23, 2014 - October 16, 2017 April 14, 2013une 30, 2022 LIBOR + spread; semi-annual Unsecured 36,471,956 34,415,944
China yuan renminbi-denominated loans July 28, 200&tober 16, 2017 December 31, 2019 — Octobe2d®  CBC rate less 10%; quarterly Secured* 3,725,770 3,445,302
203,108,665 193,810,499
Less debt issue cost 1,156,499 956,980
201,952,166 192,853,519
Less current portion 5,373,011 25,344,035

P196,579,155 P167,509,484

LIBOR — London Interbank Offered Rate

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

*Secured by portions of investment properties ledah China.
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Debt issue cost pertaining to the loan availmemtsumted to B269 million. Amortization of debt
issue cost (included under “Others - net” in theriim consolidated statements of income) for the
three-month periods ended March 31, 2018 and 20uated to B93 million.

The loan agreements of the Company provide cemtaiinictions and requirements principally with
respect to maintenance of required financial rdiies, current ratio of not less than 1.00:1.Gfhtdo
equity ratio of not more than 0.70:0.30 to 0.7550aRd interest coverage ratio of not less than
2.50:1.00) and material change in ownership orrohnAs at March 31, 2018 and December 31,
2017, the Company is in compliance with the terfrissdoan covenants.

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

Debt Issue
Gross Loan Cost Net
(In Thousands)
Within 1 year B5,373,011 (B140,258) B5,232,753
More than 1 year to 5 years 118,013,054 (812,991)117,200,063
More than 5 years 79,722,600 (203,250) 79,519,350

P203,108,665 (B1,156,499) B201,952,166

Interest expense incurred from long-term debt arrexlito B1,617 million and B1,239 million for the
three-month periods ended March 31, 2018 and 2@%pectively (see Note 23).

19.

Equity

Capital Stock
As at March 31, 2018 and December 31, 2017, thep@agnhas an authorized capital stock of

40,000 million with a par value of B1 a sharewbfch 33,166 million shares were issued.

As at March 31, 2018 and December 31, 2017, thep@agnhas 28,853 million and 28,838 million
outstanding shares, respectively.

Retained Earnings

In 2017, the BOD approved the declaration of cagidend of R0.26 per share or B7,509 million to
stockholders of record as of May 12, 2017, B1#gnilof which was received by SMDC. This was
paid on May 25, 2017.

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

As at March 31, 2018 and December 31, 2017, thauatrad retained earnings appropriated for the
continuous corporate and mall expansions amount@d 2,200 million. This represents a continuing
appropriation for land banking activities and pledrconstruction projects. The appropriation is
being fully utilized to cover part of the annuapital expenditure requirement of the Company.

The retained earnings account is restricted fopthenent of dividends to the extent of
B66,625 million and B65,156 million as at Mardh 2018 and December 31, 2017, respectively,
representing the cost of shares held in treasupuating to B3,039 million and B3,287 million &s a
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March 31, 2018 and December 31, 2017, respectamdyaccumulated equity in net earnings of
SMPH subsidiaries, associates and joint ventutesing B63,586 million and B61,869 million as at
March 31, 2018 and December 31, 2017, respectivEfye accumulated equity in net earnings of
subsidiaries, associates and joint ventures iavaitable for dividend distribution until such time
that the Parent Company receives the dividends fi®Bubsidiaries, associates and joint ventures.

Treasury Stock

This includes reacquired capital stock and shaetsthy a subsidiary, stated at acquisition cost of
B3,039 million and B3,287 million as at March 3018 and December 31, 2017, respectively. The
movement of the treasury stock of the Company aufelbows:

March 31, December 31,

2018 2017
(Three Months) (One Year)
(Unaudited) (Audited)
(In Thousands)
Balance at beginning of year 4,328,486 4,332,692
Sale of treasury shares (15,263) (4,206)
Balance at end of year 4,313,223 4,328,486

20.

Related Party Transactions

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

Outstanding Amount

Amount of Transactions [Asset (Liability)]
March 31, March 31 March 31, December 3:
2018 2017 2018 2017
(Unaudited) (Unaudited) (Unaudited) (Audited) Terms Conditions

(In Thousands)

Ultimate Parent

Rent income B11,286 P19,765 B- B-  Noninterest-bearing Unsecured; not impaired
Rent receivable - - 5,315 5,844 Noninterest-bearing Unsecured; not impaired
Service income 12,000 12,000 - - Noninterest-bearing Unsecured; not impaired
Service fee receivable - - 4,497 4,497 Noninterest-bearing Unsecured; not impaired
Rent expense 23,151 22,571 - - Noninterest-bearing Unsecured
Accrued rent payable - - (2,116) (2,875) Noninterest-bearing Unsecured
Trade payable 487 - (10,753 (10,266) Noninterest-bearing Unsecured
AFS investments - - 133,977 144,643 Noninterest-bearing Unsecured; not impaired

Banking and Retail Group

Cash and cash equivalents 39,739,511 42,604,329 31,755,116 32,118,321 Interest bearing basedUnsecured; not impaired

on prevailing rates

Investments held for trading - - 772,789 731,076 Noninterest-bearing Unsecured; not imgaire
Rent income 3,639,42i 3,313,113 - - Noninterest-bearing Unsecured; not impaired
Rent receivable - - 2,140,458 2,656,892 Noninterest-bearing Unsecured; not ingai
Service income 6,573 8,960 - - Noninterest-bearing Unsecured; not impaired
Management fee income 44 1,224 - - Noninterest-bearing Unsecured; not impaired
Management fee receivable - - 20,404 23,933 Noninterest-bearing Unsecured; not impaired
Deferred rent income - - (18,548) (23,548) Noninterest bearing Unsecured

Interest income 55,279 26,010 - — Interest-bearing Unsecured; not impaired
Accrued interest receivable - - 58,611 51,829 Noninterest-bearing Unsecured; not impaired
Time deposits 301,31¢ - 4,010,58 3,709,270 Interest-bearing Unsecured

Loans payable and long- 386 386 (907,953) (907,953)  Interest-bearing Combination of secured

term debt and unsecured
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Outstanding Amount

Amount of Transactions [Asset (Liability)]

March 31, March 31
2018 2017 2018
(Unaudited) (Unaudited) (Unaudited)

March 31, December 3:
2017
(Audited) Terms

Conditions

(In Thousands)

Interest expense B13,138 B9,078 B- B-

Accrued interest payable - - (2,666 (518)

Rent expense 244 220 - -

Trade payable 32,170 - (132,442) (100,272)
Management fee expense 591 715 - -

Accrued management fee - - (1,608) (17,030)
AFS investments - - 16,716,436 18,740,177
Cash in escrow - - 85,622 50,881
Dividend income 27,007 22,576 - -

Other Related Parties

Rent income 42,436 12,786 - -

Rent receivable - - 48,281 53,722
Service income 13,704 7,954 - -

Management fee income 1,186 790 - -

Management fee receivable - - 13,15¢ 7,939
Rent expense 1,405 1,337 - -

Accrued expenses - - (573,192) (573,192)
Management fee expense - - - -

Trade payable - 388 (129,054) (186,555)
AFS investments - - 2,728,903 2,853,947
Dividend income 88,266 69,878 - -

Interest-bearing; fixed Combination of secured

and floating interest

rates
Noninterest-bearing
Noninterest-bearing
Noninterest-bearing
Noninterest-bearing
Noninterest-bearing
Noninterest-bearing

and unsecured

Unsecured
Unsecured

Unsecured
Unsecured

Unsecured
Unsecured; not iregai

Interest bearing based Unsecured; not impaired

on prevailing rates

Noninterest-bearing

Noninterest-bearing
Noninterest-bearing
Noninterest-bearing
Noninterest-bearing
Noninterest-bearing
Noninterest-bearing
Noninterest-bearing
Noninterest-bearing
Noninterest-bearing
Noninterest-bearing
Noninterest-bearing

Unsecured

Unsecured; not impaired
Unsecured; not impaired
Unsecured; not impaired
Unsecured; not impaired
Unsecured; not impaired
Unsecured; not impaired
Unsecured

Unsecured; not impaired
Unsecured

Unsecured; not ineplair
Unsecured

Due from related parties amounted to nil and B@illion as at March 31, 2018 and December 31,
2017, respectively, which are noninterest-bearimdjare not impaired. Due to related parties
amounted to nil million as at March 31, 2018 and&msber 31, 2017. The amount of transactions
with related parties amounted to nil and B3.8iamilfor the three-month periods ended March 31,

2018 and 2017, respectively.

Compensation of Key Management Personnel

The aggregate compensation and benefits relategytmanagement personnel for the three-month
periods ended March 31, 2018 and 2017 consistarf-s&rm employee benefits amounting to
B240 million and B192 million, respectively, grabst-employment benefits (pension benefits)

amounting to B38 million and B30 million in bqtériods.

21.

Other Revenue

This account consists of:

March 31, March 31,
2018 2017
(Unaudited) (Unaudited)

(In Thousands)
Food and beverages P421,262 B415,388
Amusement income 236,213 225,087
Net merchandise sa 183,740 184,321
Bowling and ice skating fees 57,004 53,355
Advertising and others (see Note 20) 458,865 404,242
P1,357,084 P1,282,393

Others include service fees, parking terminal, speships, commissions and membership revenue.
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22. Costs and Expenses

This account consists of:

March 31, March 31,

2018 2017

(Unaudited) (Unaudited)

(In Thousands)
Cost of real estate sold (see Notes 9 and 10) B3,738,042 B3,110,092
Administrative 2,398,786 2,101,447
Depreciation and amortization

(see Notes 13 and 15) 2,291,213 2,141,191
Business taxes and licenses 1,127,119 1,054,528
Marketing and selling expenses 1,052,203 914,532
Film rentals 597,472 667,453
Rent (see Note 20) 413,562 403,806
Insurance 118,163 116,200
Others 525,992 431,939
B12,262,552 B10,941,188

Others include bank charges, donations, dues dwtiptions, services fees and transportation and

travel.

23. Interest Income and Interest Expense

The details of the sources of interest income atetest expense follow:

March 31, March 31,
2018 2017
(Unaudited) (Unaudited)
(In Thousands)
Interest income on:

Cash and cash equivalents (see Note 6) P265,209 R109,764
Time deposits (see Note 15) 14,627 12,436
Investments held for trading (see Note 7) - 4,563
Others (see Note 8) 16,069 17,321
P295,905 B144,084

Interest expense on:
Long-term debt (see Note 18) R1,617,295 R1,238,850
Loans payable (see Note 16) 7,703 5,234
Others 3,871 5,890
P1,628,869 B1,249,974
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24. Financial Risk Management Objectives and Policies

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

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

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

Interest Rate Risk

The Company’s policy is to manage its interest rizterelated to its financial instruments with
floating interest and/or fixed interest rates bingsa mix of fixed and floating rate debts. To rage

this mix in a cost-efficient manner, it enters imterest rate swaps, in which the Company agiees t
exchange, at specified intervals, the differendevéen fixed and floating rate interest amounts
calculated by reference to an agreed-upon notjaniratipal amount. These swaps are designhated to
economically hedge underlying debt obligations. a&March 31, 2018 and December 31, 2017, after
taking into account the effect of interest rate gsyapproximately 85% and 83%, respectively, of its
long-term borrowings are at a fixed rate of interes

Foreign Currency Risk
Foreign currency risk is the risk that the fairuebr future cash flows of a financial instrumetit w
fluctuate because of changes in foreign exchartgs.ra

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

The Company’s foreign currency-denominated monedasgts amounted to US$42 million
(B2,180 million) as at March 31, 2018 and US$9llioni (B4,864 million) as at December 31, 2017.
The Company’s foreign currency-denominated mondiabylities amounted to US$100 million
(¥628 million) as at March 31, 2018, and US$300iaml(¥1,954 million) as at December 31, 2017.

In translating the foreign currency-denominated atary assets and liabilities to peso amounts, the
exchange rates used were ¥6.28 to US$1.00 andl ¥615S$1.00, the China Yuan Renminbi to U.S.
dollar exchange rate as at March 31, 2018 and Deee81, 2017, respectively and B52.16 to
US$1.00 and RP49.93 to US$1.00, the Philippine pe&hS. dollar exchange rate as at

March 31, 2018 and December 31, 2017, respectively.

Liquidity Risk

Liquidity risk arises from the possibility that t®mpany may encounter difficulties in raising fand
to meet commitments from financial instrumentshat & market for derivatives may not exist in
some circumstance.
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The Company seeks to manage its liquidity problbé able to finance capital expenditures and
service maturing debts. To cover its financinguisgments, the Company intends to use internally
generated funds and proceeds from debt and egsilgs.

The Company regularly evaluates its projected amabhcash flow information and continuously

assesses conditions in the financial markets fppodpnities to pursue fund-raising initiatives. €6
initiatives may include bank loans, export credieacy-guaranteed facilities and debt capital and
equity market issues.

Credit Risk

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

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

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

As a policy, management monitors its equity prisk pertaining to its investments in quoted equity
securities which are classified as AFS investmentise interim consolidated balance sheets based on
market expectations. Material equity investmerithiwthe portfolio are managed on an individual
basis and all buy and sell decisions are approyaddnagement.

Capital Management
Capital includes equity attributable to the owrefrthe Parent.

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

The Company manages its capital structure and nakastments to it, in the light of changes in
economic conditions. To maintain or adjust thetaehptructure, the Company may adjust the
dividend payment to shareholders, pay-off existiagts, return capital to shareholders or issue new
shares.
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25. Financial Instruments

Fair Values

The following table sets forth the carrying valaesl estimated fair values of financial assets and

liabilities, by category and by class, other tHawse whose carrying values are reasonable

approximations of fair values:

March 31, 2018 (Unaudited)

December 31, 2017 (Audited)

Carrying Value Fair Value Carrying Value Fair Value
(In Thousands)
Financial Assets
Financial assets at FVPL:
Investments held for trading B772,789 B772,789 B731,076 B731,076
Derivative assets 545,938 545,938 3,546,694 3,546,694
1,318,727 1,318,727 4,277,770 4,277,770
Loans and receivables:
Noncurrent portion of receivables
from sale of real estate 20,008,809 18,722,388 15,854,070 14,478,480
Time deposits (included under “Other
noncurrent assets”) 4,020,600 3,935,605 3,800,809 3,699,811
AFS Investments -
Shares of stocks 28,379,469 28,379,469 31,106,145 31,106,145
B53,727,605 PB52,356,189 P55,038,794 PB53,562,206
Financial Liabilities
Financial Liabilities at FVPL -
Derivative liabilities B1,726,262 B1,726,262 B777,408 B777,408
Other financial liabilities:
Liability for purchased land - net
of current portion 2,214,503 2,163,215 B2,170,998 B2,107,453
Long-term debt - net of current portion 196,579,155 189,928,046 167,509,484 166,129,172
Tenants’ and customers’ deposits 17,149,736 16,764,087 16,376,024 15,906,569
Other noncurrent liabilities* 5,701,775 5,600,842 5,126,222 4,912,244
221,645,169 214,456,190 191,182,728 189,055,438
P223,371,431 PB216,182,452 P191,960,136 P189,832,846

*Excluding nonfinancial liabilities amounting to28614 million and B2,498 million as at March 3318 and December 31, 2017,

respectively.

The following methods and assumptions were usedtimate the fair value of each class of financial

instrument for which it is practicable to estimateh value:

Investments Held for Tradindlhe fair values are based on the quoted marieatgof the

instruments.

Derivative InstrumentsThe fair values are based on quotes obtained dmmterparties.

Noncurrent Portion of Receivable from Sale of Hesihte. The estimated fair value of the

noncurrent portion of receivables from real eshatgers is based on the discounted value of future
cash flows using the prevailing interest ratesalassof the Company’s accounts receivable. Average
discount rates used is 4.39% and 4.72% as at M&rcRh018 and December 31, 2017, respectively.

AFS InvestmentsThe fair value of investments that are activedgled in organized financial
markets is determined by reference to quoted maikigrices at the close of business.
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Long-term Debt.Fair value is based on the following:

Debt Type Fair Value Assumptions

Fixed Rate Loans Estimated fair value is basederdiscounted value of future
cash flows using the applicable rates for simiypes of loans.
Discount rates used range from 3.77% to 7.72% dab3to
6.86% as at March 31, 2018 and December 31, 2017,
respectively.

Variable Rate Loans For variable rate loans thatriee every three months, the
carrying value approximates the fair value becafisecent and
regular repricing based on current market rates. variable rat
loans that re-price every six months, the fair gdatudetermined
by discounting the principal amount plus the neierest
payment amount using the prevailing market ratéHerperiod
up to the next repricing date. Discount rates weasl 3.38% to
6.66% and 3.38% to 6.37% as at March 31, 2018 and
December 31, 2017, respectively.

Tenants’ and Customers’ Deposits, Liability for Blaised Land and Other Noncurrent Liabilities.
Theestimated fair value is based on the discountadeval future cash flows using the applicable
rates. The discount rates used range from 4.0B@8% and 4.47% to 4.97% as at March 31, 2018
and December 31, 2017, respectively.

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

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

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

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

Level 2: Those measured using inputs other thategyarices included in Level 1 that are observable
for the asset or liability, either directly (asq@s) or indirectly (derived from prices); and,

Level 3: Those with inputs for the asset or lidpithat are not based on observable market data
(unobservable inputs).
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The following tables show the fair value hierarcfiyCompany’s financial instruments as at:

March 31, 2018 (Unaudited)

Level 1 Level 2 Level 3

Financial Assets
Financial assets at FVPL:
Investments held-for-trading:
Shares
Derivative assets

(In Thousands)

B772,789 P— B—
- 545,938 -

Loans and receivables:
Noncurrent portion of receivables from
sale of real estate
Time deposits (included under “Other
noncurrent assets”)
AFS Investments -
Shares of stocks

772,789 545,938 -

- - 18,722,388

- 3,935,605 -
28,364,588 - 14,881

P29,137,377 P4,481,543 P18,737,269

March 31, 2018 (Unaudited)

Level 1 Level 2 Level 3

Financial Liabilities
Financial liabilities at FVPL -

(In Thousands)

Derivative liabilities P— P1,726,262 P—
Other financial liabilities:

Liability for purchased land - net of

current portion - - 2,163,215

Long-term debt - net of current portion - - 189,928,046

Tenants’ and customers’ deposits - - 16,764,087

Other noncurrent liabilities* - — 5,600,842

- - 214,456,190

B— P1,726,262 PB214,456,190

*Excluding nonfinancial liabilities amounting to28614 million as at March 31, 2018.

December 31, 2017 (Audited)

Level 1 Level 2 Level 3

Financial Assets
Financial assets at FVPL:
Investpments held-for-trading:
Shares
Derivative assets

(In Thousands)

B731,076 B— P—
- 3,546,694 -

Loans and receivables:
Noncurrent portion of receivables from
sale of real estate
Time deposits (included under “Other
noncurrent assets”)
AFS Investments -
Shares of stocks

731,076 3,546,694 -

_ - 14,478,480
- 3,699,811 -

31,090,564 - 15,581

P31,821,640 P7,246,505 P14,494,061
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December 31, 2017 (Audited)
Level 1 Level 2 Level 3
(In Thousands)

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

current portion B— B— R2,107,453
Long-term debt - net of current portion - - 166,122
Tenants’ and customers’ deposits - - 15,906,569
Other noncurrent liabilities* — — 4,912,244
— - 189,055,438
P— B777,408 P189,055,438

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

During the periods ended March 31, 2018 and DeceB8the?017, there were no transfers between
Level 1 and Level 2 fair value measurements andansfers into and out of Level 3 fair value
measurements.

Derivative Financial Instruments Accounted for @&siCFlow Hedges

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

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

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

» Pay fixed interest at the China renminbi notiomabant and receives floating interest on the US$
notional amount, on a quarterly basis, simultaneatisthe interest payments on the hedged
loans at an interest rates ranging from 4.95%438%.

The outstanding cross-currency swaps has a nedaitiwalue of B466 million.

In 2013, SMPH entered into cross-currency swagsaetions to hedge both the foreign currency and
interest rate exposures on its U.S. dollar-denotathive-year term syndicated loans (the hedged
loans) obtained on January 29, 2013 and April 0832 see Note 18).

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

= Swap the face amount of the loans at US$ for tigrieed Philippine peso equivalents
(8,134 million for US$200 million on January 2918 and B6,165 million for US$150 million
on March 23, 2018) with the counterparty bankstanekchange, at maturity date, the principal
amount originally swapped.

» Pay fixed interest at the Philippine peso noti@mbunt and receives floating interest on the US$
notional amount, on a semi-annual basis, simultasmegdth the interest payments on the hedged
loans.
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Principal only Swaps In 2016 and 2017, SM Land (China) Limited enddrgo principal only swap
transactions to hedge the foreign currency expssamounting to $420 million of five-year term
syndicated loans and advances obtained on Janligp16 to March 22, 2016 and January 11-17,
2017 (see Note 18). Under the principal only svitegffectively converted the hedged US dollar-
denominated loans and advances into China renrder@minated loans.

As at March 31, 2018, SM Land (China) Limited’sstahding principal only swaps have notional
amounts totaling US$270 million which were fixed48%:¥ exchange rates ranging from 6.458 to
6.889 and will mature on January 29, 2021. Thetanting principal swaps has a negative fair value
of B1,203 million.

Interest Rate Swapdn 2017 and 2016, SM Land (China) Limited entared US$ interest rate

swap agreement with notional amount of US$150 omlknd US$270 million, respectively. Under
the agreement, SM Land (China) Limited effectiveiyiverts the floating rate U.S. dollar-
denominated loan into fixed rate loan (see Note Eg)r value of the outstanding interest rate swvap
amounted to B546 million.

As the terms of the swaps have been negotiatedtchnthe terms of the hedged loans, the hedges
were assessed to be highly effective. No ineffeciss was recognized in the consolidated statement
of income for the period ended March 31, 2018.

Hedge Effectiveness Results

As the terms of the swaps have been negotiatedtchnthe terms of the hedged loan, the hedges
were assessed to be highly effective. The fawevalf the outstanding cross-currency swaps,
principal only swaps and interest rate swaps aniogitd B1,123 million loss and B2,769 million
gain as at March 31, 2018 and December 31, 204@ectively, was taken to equity under other
comprehensive income. No ineffectiveness was razed in the interim consolidated statements of
income for the three-month periods ended Marct2818 and 2017. Foreign currency translation
arising from the hedged loan recognized in therimteonsolidated statements of income amounted
to B3,964 million gain and B4 million loss foetthree-month periods ended March 31, 2018 and
2017, respectively. Foreign exchange loss equitétethe same amounts were recycled from equity
to the interim consolidated statements of inconminduihe same period.

Derivative Financial Instruments Accounted for ag Malue Hedge

Forward Swaps.In 2018, SM Land (China) Limited entered intoward swap transactions to cap
the foreign currency exposures on its U.S. dolEmaiinated three-year term syndicated loans (the
hedged loans) obtained on March 14, 2018 to Ma6¢t2@18 (see Note 18).

As at March 31, 2018, SM Land (China) Limited’'ssiahding forward swaps consist of US$100
million with low strike 6.3135 and high strike 62Band US$100 million with low strike 6.2885 and
high strike 6.4955, both maturing at April 15, 201air value changes from the forward swaps
recognized in the consolidated statements of incameunted to B56 million loss.
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26. EPS Computation

Basic/diluted EPS is computed as follows:

March 31, 2018 March 31, 2017
(Unaudited) (Unaudited)
(In Thousands, Except Per Share Data)

Net income attributable to equity holders of theepa (a B7,597,409 P6,595,093
Common shares issued 33,166,300 33,166,300
Less weighted average number of treasury stock 4,315,044 4,332,692
Weighted average number of common shares

outstanding (b) 28,851,256 28,833,608

Earnings per share (a R0.263 B0.229




SM PRIME HOLDINGS, INC. AND SUBSIDIARIES
FINANCIAL RATIOS - KEY PERFORMANCE INDICATORS
AS OF MARCH 31, 2018 and 2017

March 31, March 31,
2018 2017
i.  Current ratio
Total current assets
Total current liabilities 2.07 1.29
Acid - Test Ratio
Total current assets less invgnamd prepaid expenses
Total current liabilities 1.27 0.74
ii. Debt-to-equity ratio
Total interest-bearing liabilgie
Total equity attributable to egiuiolders of the parent + Total
interest-bearing liabilgie 43:57 41:59
Net debt-to-equity ratio
Total interest-bearing liabilgikess cash and cash equivalents and
investment securities
Total equity attributable to dguhiolders of the parent + Total
interest-bearing liabilitiess cash and cash equivalents and
investment securities 37:63 37:63
Solvency Ratio
Total assets
Total liabilities 1.92 2.00
iii. Asset to equity ratio
Total assets
Total equity attributable to eguiolders of the parent 2.11 2.03
(Annualized)
Iv. Interest Service Coverage
Earnings before interest, incdmess, depreciation and
amortization (EBITDA)
Interest expense 8.12 9.25
Debt to EBITDA
Total interest-bearing liabiliie
EBITDA 3.82 3.69
V. Return on equity
Net income attributable to equibiders of the parent
Total average equity attributaiolequity holders of the parent 12% 11%
Return on investment properties
Net income attributable to equnbiders of the parent
Total average investment propsr{excluding shopping mall
complex under construction) 13% 12%



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

As at March 31, 2018
(Amounts in Thousands)

Trade:
Sale of real estate B42,587,412
Rent:
Third parties 4,969,406
Related parties 2,194,054
Others 106,581
Receivable from a co-investor 310,440
Accrued interest 135,041
Nontradt 123,864
Others 1,895,053
52,321,851
Less allowance for impairment 1,084,576
51,237,275
Less noncurrent portion of receivables from saleeef estate 20,008,809
B31,228,466
The aging analyses of receivables follows:
Neither past due nor impait R44,670,197
Past due but not impaired:
Less than 30 days 2,048,791
31-90 days 1,621,855
91-120 days 790,164
Over 120 days 2,106,268
Impaired 1,084,576

P52,321,851




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

SM Prime’s Net Income up 15% in 1Q 2018 to P7.60 libn

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

Three months ended Mar 31

% to % to %
2018 Revenues 2017 Revenues Change
Profit & Loss Data
Revenues 23,355 100% 20,508 100% 14%
Costs and expenses 12,263 53% 10,941 53% 12%
Operating Income 11,093 47% 9,567 47% 16%
Net Income 7,597 33% 6,595 32% 15%
EBITDA 13,234 57% 11,558 56% 15%
Mar 31 % to Total Dec 31 % to Total %
2018 Assets 2017 Assets Change
Balance Sheet Data
Total Assets 558,945 100% 538,418 100% 4%
Investment Properties 280,764 50% 273,084 51% 3%
Total Debt 201,992 36% 193,598 36% 4%
Net Debt 155,660 28% 148,495 28% 5%
Total Equity 265,137 47% 258,957 48% 2%
Mar 31 Dec 31
Financial Ratios 2018 2017
Debt to Equity 0.43:0.57 0.43:0.57
Net Debt to Equity 0.37:0.63 0.36:0.64
Mar 31 Mar 31
2018 2017
Return on Equity 0.12 0.11
Debt to EBITDA 3.82 3.69
Interest Coverage Ratio 8.12 9.25
Operating Income to Revenues 0.47 0.47
EBITDA Margin 0.57 0.56

Net Income to Revenues 0.33 0.32



Revenue

SM Prime recorded consolidated revenues- of P23ilB6nbfor the first three months of 2018, an
increase of 14% from P20.51 billion in the saméqakin 2017, primarily due to the following:

Rent

SM Prime recorded consolidated revenues from rigg18.50 billion in 2018, an increase of 12% from
P12.07 billion in 2017. The increase in rental revewas primarily due to the new malls opened in
2016 and 2017, namely, SM City San Jose Del MoS8td, City Trece Martires, SM Cherry
Congressional, SM City East Ortigas, SM CDO Dowmtd¥vemier, S Maison, SM Cherry Antipolo,
SM City Puerto Princesa, SM Center Tuguegarao Downt SM Center Pulilan and SM Center
Lemery with a total gross floor area of 0.67 mitlisquare meters. Out of the total rental rever@g%,

is contributed by the malls and the rest from effamd hotels and convention centers. Excluding the
new malls, same-store rental growth is at 7%. Rantals from hotels and convention centers likewis
increased by 12% froea P0.69 billion in 201~to FMillion in 2018 due to improvement in occupancy
rates and average room rates of the hotels andcention centers.

Real Estate Sales

SM Prime recorded a 25% increase in real estaés $al2018 from=P5.92 billion te P7.38 billion
primarily due to higher construction accomplishrseat projects launched in 2015 to 2017 namely
Shore 2, Fame, South, Spring and S Residencesoatiduwed increase in sales take-up of Ready-for-
Occupancy (RFO) projects due to strong demanddugeforeign Chinese buyers, Overseas Filipino
Workers’ remittances, and rising disposable incofrthe emerging middle class. Actual construction
of projects usually starts within twelve to eight@sonths from launch date and revenues are recagniz
in the books based on percentage of completion.

Cinema and Event Ticket Sales

SM Prime cinema and event ticket sales decreased.i® billion in 2018 from-P1.23 billion in 2017
due to less than stellar international blockbustevies shown in 2018 compared to 2017. The major
blockbusters screened in 2018 include “Black Pahttiehe Revenger Squad”, “Jumanji: Welcome to
the Jungle”, “Insidious: The Last Key” and “Pitchrkect 3”. The major blockbusters screened in 2017
were “Beauty and the Beast”, “My Ex and Whys”, “laoy, “Kung Fu Yoga” and “Kong: Skull Island”.
Both accounted for 49% of gross ticket sales.

Other Revenues

Other revenues increased by 6%-to P1.36 billid20ib8 from<1.28 billion in 2017. The increase was
mainly due to higher income from amusement ridegprovements in bowling and ice skating
operations and commissions from sale of eventticKehis account includes amusement income from
rides, bowling and ice skating operations, spofmspss commissions, merchandise sales from
shackbars and sale of food and beverages in hotels.

Costs and Expenses

SM Prime recorded consolidated costs and expef$d2d®6 billion in 2018, an increase of 12% from
£10.94 billion in the same period in 2017, as alted the following:



Costs of Real Estate

Consolidated costs of real estate increased byt2@48.74 billion in 2018 from P3.11 billion in 2017
primarily due to costs related to higher recognizeal estate sales offset by result of improvingtco
efficiencies, tighter monitoring and control of stnuction costs hence, leading to improved grosftpr
margin on real estate sales from 48% in 2017 to #92018.

Operating Expenses

SM Prime’s consolidated operating expenses incadapg®% to-P8.52 billion in 2018 compared to last
year'sP7.83 billion due to new mall openings. Satore mall growth in operating expenses decreased
by 2%. Out of the total operating expenses, 71%oigributed by the malls. Operating expenses
include depreciation and amortization, taxes arehes, marketing and selling expenses, utilies a
manpower, including agency costs.

Other Income (Charges)
Interest Expense

SM Prime’s consolidated interest expense increadged0% to=P1.63 billion in 2018 compared to
P1.25 billion in 2017 due to the series of retaihtls issued in March 2018 and May 2017 amounting
to P20 billion each and new bank loans availed mrking capital and capital expenditure
requirements, net of the capitalized interest arc@eds spent for construction and development of
investment properties.

Interest and Dividend Income

Interest and dividend income increased by 58% td4Billion in 2018 from=P0.28 billion in 2017.
This account is mainly composed of interest andddivd income received from cash and cash
equivalents, investments held for trading and Al&s$tments. The increase in interest income is due
to higher average balance of cash and cash egnisaie2018 as compared to last year. The increase
in dividend income is due to higher dividends reediin 2018 on available-for-sale investments
compared to last year.

Other income (charges) - net

Other income — net decreased-to P0.02 billion &BZom<0.09 billion in 2017 due to mark-to-market
losses on forward swap transactions and otherentidi costs related to mall projects.

Provision for income tax

SM Prime’s consolidated provision for income tagraased by 12% te P2.18 billion in 2018 from
P1.94 billion in 2017.

Net income

SM Prime’s consolidated net income for the threatm® ended March 31, 2018 increased by 15% to
P7.60 billion as compared 0 P6.60 billion in taeng period last year.



Balance Sheet Accounts

SM Prime’s total assets amounted to B558.95 hillie of March 31, 2018, an increase of 4% from
B538.42 billion as of December 31, 2017.

Cash and cash equivalents increased by 3% fronB8R4dllion to B45.56 billion as of December 31,
2017 and March 31, 2018, respectively, mainly duéntrease in the Company’s cash flows from
operations, net of payments for capital expenditmogects during the period.

Investments held for trading increased by 6% frof8Pmillion to B773 million as of December 31,
2017 and March 31, 2018, respectively, mainly dufair value changes of the listed shares.

Receivables decreased by 9% from B34.28 billid3b.23 billion as of December 31, 2017 and March
31, 2018, respectively, due to collections fromerdgly completed projects and collections of rent
receivables.

Land and development increased by 5% from B58I6dnto B61.87 billion as of December 31, 2017
and March 31, 2018, respectively, due to landbanéird construction accomplishments for the period,
net of cost of sold units and transfers of RFOaatcondominium and residential units for sale.

Prepaid expenses and other current assets increp®8d from B14.30 billion to B15.63 billion &k o
December 31, 2017 and March 31, 2018, respectidkelg, to deposits and advances to contractors
related to construction projects and various prepys.

AFS investments decreased by 9% from B31.11 hitlioR28.38 billion as of December 31, 2017 and
March 31, 2018, respectively, due to changes imvilues under this portfolio.

Derivative assets decreased by 85% from B3.561bilb B0.55 billion as of December 31, 2017 and
March 31, 2018, respectively, mainly resulting frtme maturity of the $350 million cross currency
swap transaction. While the increase in derivaliadgilities mainly resulted from the net fair valu
changes on the principal only swap transactionssiurrency swap transaction and forward swap
transaction entered into in 2016 to 2018.

Other noncurrent assets, which includes the noantiportion of receivables from sale of real estate
increased by 36% from B43.92 billion to B59.8kdni as of December 31, 2017 and March 31, 2018,
due to additional bonds and deposits for real estequisitions, construction accomplishments a sol

units as well as new sales for the period.

Loans payable decreased by 95% from R0.74 bitlhoR0.04 billion as of December 31, 2017 and
March 31, 2018, respectively, due to payment ofuniad) loans.

Accounts payable and other current liabilities @ased by 6% from B51.08 billion to B53.92 billasn

of December 31, 2017 and March 31, 2018, respdgtiveainly due to payables to contractors and
suppliers related to ongoing projects and otherusctpayables related to construction and operating
expenses.

Long-term debt increased by 5% from B192.85 lnltim B201.95 billion as of December 31, 2017 and
March 31, 2018, respectively, mainly due to theasge of B20.00 billion retail bonds in March 2018
to fund capital expenditures requirements, netagfpent of maturing loans.

Tenants’ and customers’ deposits increased by 664 B16.38 billion to B17.15 billion as of Decembe
31, 2017 and March 31, 2018, respectively, mainig tb the new malls and increase in customers’
deposits from residential buyers.
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Deferred tax liabilities increased by 6% from EM8llion to B3.05 billion as of December 31, 2017
and March 31, 2018, respectively, mainly due toeahzed gross profit on sale of real estate for tax
purposes. Other noncurrent liabilities increasgdd® from B7.62 billion to B8.32 billion as of
December 31, 2017 and March 31, 2018, respectidelyto increase in retention payable.

The Company’s key performance indicators are medsitrterms of the following: (1) debt to equity
which measures the ratio of interest bearing litddl to equity; (2) net debt to equity which measu
the ratio of interest bearing liabilities net oshaand cash equivalents and investment held fdnga

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

Interest-bearing debt to equity is steady at 0.83:@s of March 31, 2018 and December 31, 201 &whil
net interest-bearing debt to equity slightly inse@to 0.37:0.63 as of March 31, 2018 from 0.3@:0.6
as of December 31, 2017 due to additional borrosvimgt of payments, for capital expenditure and
working capital requirements.

ROE increased to 12% as of March 31, 2018 from 4%%f March 31, 2017.

Debt to EBITDA increased to 3.82:1 as of March 3118 from 3.69:1 as of March 31, 2017 due to
issuance of bonds in May 2017 and March 2018 résteoverage ratio decreased to 8.12:1 as of March
31, 2018 from 9.25:1 as of March 31, 2017 as atre$increase in interest expense from additional
borrowings. EBITDA margin slightly improved to 5786 of March 31, 2018 from 56% as of March
31, 2017.

Consolidated operating income to revenues remaaslg at 47% as of March 31, 2018 and 2017.
Consolidated net income to revenues improved to 8% March 31, 2018 from 32% as of March 31,
2017.

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

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

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

As at March 31, 2018 and December 31, 2017, theuatmaf retained earnings appropriated for the
continuous corporate and mall expansions amount&d 2,200 million. This represents a continuing
appropriation for land banking activities and pledrtonstruction projects. The appropriation is ¢ein
fully utilized to cover part of the annual capiaipenditure requirement of the Company.

For the year 2018, the Company expects to incuitatagxpenditures of approximately P80 billion.
This will be funded with internally generated furadsl external borrowings.



SM Prime’s malls business unit has sixty-eight glirogp malls in the Philippines with 8.0 million sqaa
meters of gross floor area and seven shopping nmahina with 1.3 million square meters of gross
floor area. For the rest of 2018, SM Prime isesldb open four new malls in the Philippines. Tradlsn
business unit will have seventy-two malls in thdipbines and seven malls in China with an estimate
combined gross floor area of 9.6 million squareerstby the end of 2018.

SM Prime currently has thirty-nine residential g in the market, thirty-two of which are in Metr
Manila and seven are outside Metro Manila. For 2@&M Prime is scheduled to launch between 12,000
to 15,000 residential units that includes high-fisgldings, mid-rise buildings and single detached
house and lot projects. These projects will beteatan Metro Manila and other key cities in the
provinces.

SM Prime’s Commercial Properties Group has eigfit@buildings with a combined gross floor area
of 464,000 square meters. Three E-Com and Fourrg-Centers are currently under construction with
an estimated gross floor area of 320,000 squarermahd scheduled for completion within 2018 and
2020, respectively.

SM Prime’s hotels and convention centers businegsurrently has a portfolio of six hotels withav
1,500 rooms, four convention centers and threesthadls. SM Prime is set to expand Park Inn - Clark
in Pampanga this year.
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