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MESSAGE OF
THE CHAIRMAN

Rockwell Land Corporation registered its highest net income after tax in 2017. This new record follows
through its 2016 performance, which also set the record at that time.

The stock markeft finally noticed us and our stock price started climbing sometime in November 2017.
Rockwell Land shares ended the year 36% higher than at the end of 2016.

Where is this renewed confidence coming from?2

For one, we are fortunate to be able to ride the wave of a strong real estate sector, anchored on
higher infrastructure spending, more direct investments and the continued growth of remittances
from overseas. For another, we are reaping the benefits of Rockwell Land’s steady expansion over
the last five years, with our assets growing to Php 48.9 billion due to ongoing and new projects.
Our debt remains at manageable levels, and sales remain robust. Both are supported by the
reputation we have built for completing projects as committed to customers.

We have a lot to look forward to as the Rockwell brand carves its space in hotel operations.

Aruga Hotel Makati, our first luxury boutique hotel, will open above the newly expanded

Power Plant Mall in 2020. Preparations are underway for the launch of Aruga Resort and Residences,
our first beach resort development in Mactan. We will obviously be very busy, but we continue

to study other projects which will not only increase Rockwell Land’s value, but also enhance our
strengths as a company.

We will continue to move with agility and with prudence. Agility allows us to offer customers projects
suitable to their needs, tastes and budgets. At the same time, agility allows us to pull back, change
course and adjust should there be challenges or road blocks along the way. Prudence keeps our
eyes open to risks and balances our evaluation of rewards for each project we undertake. Prudence
also guides us foward workable and acceptable solutions for issues that crop up, as we oversee
multiple projects for our expanding customer base.

Thank you for keeping faith with Rockwell Land.

Amb. Manuel M. Lopez
Chairman of the Board
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REPORT OF
THE PRESIDENT

We are on the move.

Primed to Expand

We built a strong core with the Rockwell Center in Makati. Today, you can find the Rockwell signature
in cities all over the Metro. The move began with The Grove in Pasig, fownhomes in Quezon City and
San Juan, and reaching more people with Rockwell Primaries in New Manila. Indeed, we were
primed to go into new cities down South in Muntinlupa and further into Cebu.

In 2017, our net income after tax (NIAT) hit a record high of Php 2.1 billion, a 15% growth from 2016
with the robust performance of our various businesses. Revenues reached Php 14.3 billion while
EBITDA remained solid at Php 3.6 billion. Residential development still has the biggest share as we
saw sustained construction completion and strong reservation sales for Proscenium, 32 Sanson,
The Vantage and Edades Suites. On the other hand, in our office portfolio, we experienced higher
occupancy of 8 Rockwell.
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Extending our Commercial Reach
The last quarter of 2017 was busy because we launched
new lifestyle office and retail developments that added

73,000 square meters of leasable space.

REPORT OF
THE PRESIDENT

Rockwell Business Center - Sheridan in Mandaluyong is
now home to foreign companies such as the United Nations
Children’s Fund, Ridley, EG Funds and Pearson. Its 2 floors of
retail serve the immediate community through a variety of
food choices like Starbucks, Mann Hann, Motorino Pizza and
an indoor food park by Open Kitchen.

While we weren't as ready to open our first community retail in San Juan, Santolan Town Plaza,

we welcomed families in the neighborhood as early as December 2017 with the opening of
Marketplace by Rustan’s and 4 new cinemas. Our focus for the next months is to add more retail to
offer lifestyle essentials like Alta by Relik, Pancake House, True Value and The Medical City Diagnostic
Clinic. These will complement the growing population in the project’s five floors of office space.

Already a favorite, Christmas at Rockwell was even grander with the opening of the Power Plant Mall
expansion featuring 40 new tenants including Nespresso’s flagship store, Michelin star restaurant

Din Tai Fung, Wholesome Table, The Spa, Signet and Saddle Row, plus a bigger chapel and 2 new
cinemas. We were delighted to witness an increase in traffic with mall goers enjoying a spacious
modern version of the old wing, staying true to the relaxed experience that the mall offers.

On the Move to Katipunan

The bustling corridor in Kafipunan was an obvious site for expansion. Last July 2017, we launched our
first high-end, 3-tower high-rise condominium in Quezon City. The Arton by Rockwell, featuring an
80:20 landscape to building ratio, is a joint venture with Japan’s biggest real estate company, Mitsui
Fudosan. Its first tower, Arton West, hit Php 1 billion worth of sales in just two months and riding on this
success, Arton North opened its inventory to the market last March 2018.

Relentless in Providing the Greatest Rockwell Yet

We are nearing completfion of our biggest project yet, The Proscenium at Rockwell. We saw strong
investor confidence because of the confinued positive market reception at a significantly high price
of Php 300,000 per square meter and their belief in our ability to deliver a quality product beyond
ordinary.

We are looking to welcome our first residents in the Kirov and Sakura Towers by the fourth quarter of
this year. They will be the first to experience the close fo one-hectare expanse of the amenity deck.

Broadening Markets in Kapitolyo and the South of the Metro

After completing 53 Benitez, Rockwell Primaries’ first community in New Manila, we moved forward
to the charming lifestyle in Kapitolyo through The Vantage and to a relaxed sanctuary in Sucat,
Muntinlupa through East Bay Residences. Residents are now able to experience the redefined
community with the recent opening of East Bay's newest central amenity.

Growing the Newest Business

After opening Aruga Serviced Apartments in 2014, we are poised to grow Rockwell’'s distinct brand
of service through the Aruga Hotel, opening in 2020. Sittfing atop the Power Plant Mall in the heart of
Rockwell Center, this urban resort themed hotel will have 180 rooms.

On the Move to Mactan

With the success of our first Rockwell community in Cebu, 32 Sanson, we will make bigger waves in
the second half of this year with the launch of Aruga Resort and Residences - Mactan. Our first resort
development marks our move to beach front living with 150 residential units and a hotel that will
serve the growing tourism industry through this 5.3-hectare property.

Moving in the Right Direction

We are on the move to building new Rockwell communities in other areas. This year leads us to
projects further South of Metro Manila that will position ourselves in the forefront of creating lifestyles.
We will remain focused on our vision, to create admired communities beyond ordinary, and to
unceasingly be on the move.

2 o

Nestor J. Padilla
President & Chief Executive Officer




BUSINESS PORTFOLIO

POWER PLANT MALL

Moving onto a new level of retail is the Power Plant Mall,
now bigger and better to accommodate even more
curated choices with an additional 5,000 square meters to
the community’s longtime favorite mall. Officially opening
last December 2017, the expansion welcomes over 40
new brands, including culinary favorites Din Tai Fung,
Wholesome Table, and the flagship store of Nespresso.
The mall now also carries stores of local designers Patty
Ang, Vania Romoff and Othello. The Spa, Saddle Row, and
Options Studio add more lifestyle choices.

Two new cinemas and a new chapel enrich the family’s
Power Plant experience.

\ ON THE MOVE FROM A STRONG CORE

ROCKWELL CENTER

An unmistakable icon of the Makati
skyline, the Rockwell Center is the starting
point for Rockwell Land’s lagship
residential properties. Pioneering the
community is the West Block, the setting
for the center’s first premium residential
towers: Rizal Tower, Amorsolo Square,
Hidalgo Place and Luna Gardens.

The Rockwell Center blossomed into a
vast neighborhood with the rise of the
East Block, where more unit variations
and designs are offered at the Joya Lofts
and Towers, The Manansala, and One
Rockwell. Following suit are the Edades
Tower and Garden Villas and the Edades
Suites, Rockwell Center’s latest additions

to its premium residential community.

8 ROCKWELL

For companies that wish fo move into a
prestigious corporate sefting, 8 Rockwell has
become a well-coveted address. This tower is
designed and managed to keep up with
today'’s fast-paced business world and features
carefully chosen retail at the Ground Floor,
including Balenciaga, Lanvin, Homme et
Femme, Vera Wang and the latest restaurant
addition, Wildflour.

ARUGA SERVICED
APARTMENTS

A refined embodiment of Filipino hospitality,
Aruga by Rockwell in the Edades Tower

serves as the home for transients and
semi-permanent residents. Over 100
serviced apartments exude the charm of
Rockwell’s distinct service with heart.

THE PROSCENIUM
AT ROCKWELL

Fine living is on the move to new heights.
The Proscenium at Rockwell is Rockwell
Land’s boldest undertaking yet — fusing
rich, sleek designs by international
architect Carlos Ott with engineering
expertise. Live in a work of art with its

5 residential towers, over a hectare

of indoor and outdoor amenities and
the Rockwell Performing Arts Theater,
surrounded by the vibrancy of city life -
a masterpiece for a select few.

ARUGA HOTEL

Moving deeper into the hospitality arena, the Aruga Hotel, another Rockwell first, is envisioned to be a truly
Filipino hotel in the country. Located at the heart of Rockwell Center, the hotel will be complete by 2020, with 180
rooms catering to travelers, companies, and hosts looking to celebrate events with a relaxing yet urban flair.

&



BUSINESS PORTFOLIO ROCKWELL BUSINESS
CENTER - ORTIGAS

BUSINESS PORTFOLIO

ON THE MOVE TO MANDALUYONG

ON THE MOVE TO PASIG
‘ On the move towards growing business

districts, Rockwell Business Center Ortigas,
the company'’s first office development,
gives more companies office spaces near
'~ retail and cuisine selections that they

S N deserve.
1

MR

ROCKWELL BUSINESS CENTER - SHERIDAN

Moving more businesses to an exemplary corporate setting is the Rockwell
Business Center at Sheridan. The two tower property features retail,

P

restaurants, and a garden amenity deck to give employees a refreshing
new take on work-life balance. It currently serves as home to companies
including the United Nations Children’s Fund, Ridley, EG Funds and Pearson.

ON THE MOVE TO QUEZON CITY

THE ARTON BY ROCKWELL

Rockwell is on the move with an exclusive
THE GROVE BY ROCKWELL community north of the metro. The Arton is

3-tower high-rise development and is

Situated on the peaceful side of Ortigas, The Grove a joint venture with Japan's largest real estate

is a sanctuary nestled in the freshness of nature.
Choice restaurants and convenience establishments

company, Mitsui Fudosan Inc. Its first fower,

Arton West, was successfully launched in
July 2017. In less than a year, its second fower
Arton North, launched in the 2nd quarter of 2018.

make it perfect for the modern urban family
and the growing community residing there.

ON THE MOVE TO KAPITOLYO 205 SANTOLAN BY ROCKWELL

Tucked away from the hustle and bustle of the

city is Rockwell’s first townhome community.

THE VANTAGE 205 Santolan nurtures families with the security
AT KAPITOLYO and amenities perfect for the tranquil home life.

For cosmopolitans that go with the flow or for

families just starting to grow, The Vantage at
Kapitolyo promises life that moves with your pace.
Launched in 2015, its ideal location allows for easy

53 BENITEZ

access to four major business districts. It's the first As the first Rockwell Primaries project,

high-rise Rockwell Primaries community sifuated in
a suburban charm inherent in Kapitolyo.

53 Benitez is a pioneer property designed for

suburban comfort and convenience.
The community is now complete, from its

amenities fo the members of its neighborhood.




BUSINESS PORTFOLIO

ON THE MOVE TO SAN JUAN

SANTOLAN TOWN PLAZA

This side of town just got a lot more exciting.
Opened recently last December 2017,

Santolan Town Plaza is San Juan's local lifestyle
and business spot. A mix of convenience,
leisure, entertainment, and work, the immediate
community is in for an everyday treat!

THE ALVENDIA BY ROCKWELL

Rockwell further redefines townhome living
through The Alvendia. The San Juan gated
community enjoys signature Rockwell security
and exclusivity.

ON THE MOVE TO THE SOUTH OF THE METRO

EAST BAY RESIDENCES

Rockwell Primaries is on the move to Sucat
with East Bay Residences. This breezy gated
community has recently launched its Central
Amenity, 1st quarter of 2018. Wrapped in
nature and blessed with wide, open spaces,
East Bay Residences opens The Fordham Tower
to growing families.

STONEWELL

Stonewell, located in Sto. Tomas,
Batangas, is Rockwell’s first
venture info affordable housing.
The property features 564
socialized housing units, plus 188
economic housing units whose
turnover to unit owners has been
underway since 2017. Now, there

are over 100 families residing in
this inviting community.

ROCKWELL LIPA

Rockwell Land is developing a green horizontal community
in Lipa, Batangas. It is a 38-hectare residential development
offering open lots and house & lots for the middle market
segment. The residential property will be accompanied by a
1-hectare retail area with the convenience of its immediate
community in mind.

BUSINESS PORTFOLIO

ON THE MOVE TO BATANGAS

ON THE MOVE TO CEBU

32 SANSON BY ROCKWELL

On the move to Visayas, 32 Sanson by Rockwell

is a gated property in Lahug, Cebu City. 32 Sanson was
designed to make for the most comfortable city life,
surrounded by the lush green. The community has grown
in fwo fowers, Rafia and Gmelina. Construction for its third
and fourth towers (Buri and Solihiya) is ongoing.

Solihiya was launched last August 2017.

ARUGA RESORT AND RESIDENCES,
MACTAN-CEBU

Rockwell reaches the shores of Mactan with
Aruga Resort and Residences. This paradise

is Rockwell’s first resort project, with 5.3 hectares
of space and 150 exclusive residential units,
that embrace sun, sand, and sea. Rockwell’s

take on beach-front living will launch on the
2nd half of 2018.




Bearing the wisdom of years at the top
of their respective fields, our heads

BOARD OF

continuously move the company

DIRECTORS

to places it has never been before.




MANAGEMENT
TEAM

Closely guiding their team,
our leaders constantly ensure
every step made is a move

in the right direction.
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Adela D. Flores

VICE-PRESIDENT, PROPERTY MANAGEMENT

Christine T. Coqueiro
VICE-PRESIDENT, RETAIL DEVELOPMENT

Jovie Jade V. Lim-Dy

VICE-PRESIDENT, RESIDENTIAL SALES

Estela Y. Dasmarinas
VICE-PRESIDENT, HUMAN RESOURCES

Miguel L. Lopez
SENIOR VICE-PRESIDENT, OFFICE DEVELOPMENT
TREASURER

Valerie Jane L. Soliven
SENIOR VICE-PRESIDENT, ROCKWELL RESIDENTIAL
CHIEF REVENUE OFFICER

Ma. Lourdes L. Pineda
SENIOR VICE-PRESIDENT, BUSINESS DEVELOPMENT

Ellen V. Aimodiel

SENIOR VICE-PRESIDENT, FINANCE & ACCOUNTING
CHIEF FINANCE OFFICER

CHIEF COMPLIANCE OFFICER

Davy T. Tan
SENIOR VICE-PRESIDENT, BUSINESS DEVELOPMENT
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Romeo G. Del Mundo
ASSISTANT VICE-PRESIDENT, INTERNAL AUDIT
CHIEF AUDIT OFFICER

Rica L. Bajo

ASSISTANT VICE-PRESIDENT, FINANCE & ACCOUNTING
CHIEF RISK OFFICER

DATA PRIVACY OFFICER

Jesse S. Tan
ASSISTANT VICE-PRESIDENT, COMMERCIAL DEVELOPMENT

Geraldine B. Brillantes
ASSISTANT VICE-PRESIDENT,
GENERAL MANAGER FOR ROCKWELL LEISURE CLUB, INC.

Angela Marie B. Pagulayan
VICE-PRESIDENT, HOTEL & LEISURE DEVELOPMENT

Baldwin Chua
SENIOR VICE-PRESIDENT, HOTEL & LEISURE DEVELOPMENT

Manvel L. Lopez, Jr.
PRESIDENT, ROCKWELL LEISURE CLUB, INC.
ADVISER TO THE BOARD OF DIRECTORS
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Atty. Enrique |. Quiason

CORPORATE SECRETARY

Atty. Esmeraldo C. Amistad
ASSISTANT CORPORATE SECRETARY
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John M. Mearns
SENIOR CONSULTANT, PROJECT DEVELOPMENT

Adolfo O. Granados

SENIOR CONSULTANT, FINANCE & ACCOUNTING

Belen C. Nones
CONSULTANT, OFFICE DEVELOPMENT & CINEMA MANAGEMENT
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CORPORATE
GOVERNANCE

COMPLIANCE witTH LEADING PRACTICE
ON CORPORATE GOVERNANCE

Rockwell Land adopted its Manual on Corporate Governance (the “Manual”) on May 2,
2012. An amended report was published last July 31, 2014 and May 31, 2017, respectively.
The Company, its directors, officers and employees complied with the leading practices

and principles on good governance as embodied in the Manual of Corporate Governance.

The Corporate Governance Manual provides for, among others, the following:

a) Appointment of a compliance officer, who shall directly report to the Chairman of the Board
of Directors, and monitor compliance with the provisions and requirements of the Corporate
Governance Manual. Subject to the further review and approval of the Board of Directors, the
compliance officer shall also determine the violations of the Corporate Governance Manual and
recommended to the Chairman of the Board of Directors the appropriate actions for such violations;

b) Identification of the general duties and responsibilities of the Board of Directors who shall be
responsible for the Company’'s compliance with all relevant laws, regulations and codes of
best business practices in order to sustain the Company’s competitiveness and profitability in a
manner consistent with its corporate objectives and the best interest of its stockholders and other
stakeholders. The Corporate Governance Manual also directs the Board of Directors to adopt a
system of internal checks and balances, identify and monitor key risk areas and key performance
indicators with due diligence, and also monitor the effectiveness of management policies and
decisions;

c) Creation of Board Committees, such as the Audit Committee, the Corporate Governance
Committee, Risk Oversight Committee, and Related Party Transactions Committee;

d) Appointment of an External and Internal Auditor. The External Auditor shall ensure the independence
of the audit of the Company in order to provide an objective assurance on the manner by which
the financial statements of the Company will be prepared and presented to the stockholders.
The Internal Auditor, on the other hand, shall have in place an independent audit system which shall
provide the reasonable assurance that key organizational and procedural controls are effective,
appropriate and complied with, taking info account the nature and complexity of the Company’s
business and business culture, the volume, size and complexity of the tfransactions, the degree of
cenfralization and delegation of authority, the extent and effectiveness of information technology
and the extent of regulatory compliance;

e) Conduct of a training process for the purpose of conducting an orientation program to
operationalize the Corporate Governance Manual;

f) Procedures for monitoring and assessing compliance with the Corporate Governance Manual;

g) Penalties for non-compliance with the Corporate Governance Manual.

Rockwell Land is taking further steps to enhance adherence to principles and practices of
good governance.

Rockwell continues to abide by all the governance regulatory requirements. It has filed the Cerfificate
required by the SEC certifying it, as well as its directors, officers and employees, compliance with the
manual last April 19, 2017 when we filed our definitive information statement. Rockwell submitted to
the Philippine Stock Exchange its responses to the Disclosure Template on Corporate Governance

for Listed Companies last March 31, 2017. In December 2017, the SEC mandated all companies to
submit an Integrated Annual Corporate Governance Repot (I-ACGR) by May 31, 2018 in lieu of several
reports required in the past years. As of printing of the date of this s annual report for the year ending
December 31, 2017, Rockwell Land is sfill in the process of compliance for the I-ACGR.

Apart from the mandated Manual, Rockwell has also adopted a Corporate Code of Discipline.
The Code embodies the principles and guidelines for the conduct of the business of the company
and in dealing with its stakeholders.

Pursuant fo the Manual of Corporate Governance, the Board has formed committees: Audit, Corporate
Governance, Risk Oversight and Related Party Transactions Committees.

Rockwell also has an Internal Audit Group (“IAG") composed of Certified Public Accountants. The AIG
reports to the Board through the Audit Committee. The IAG provides assurance and consulting functions
for Rockwell in the areas of internal control, corporate governance and risk management. It conducts
its internal audit activities in accordance with the International Standards for Professional Practice of
Internal Auditing (ISPPIA) under the Internal Professional Practices Framework.

It bears mention that the Audit Committee is chaired by an independent director. The Corporate
Governance and Risk Oversight Committee are composed of four members of the board, one of which
is an independent director.

The appointments of Rockwell’'s Chief Compliance, Chief Risk, Chief Revenue, Chief Audit, and Data
Privacy Officers in June and August 2017 further increases governance for the protection of the rights of
all the stakeholders of the company.

Rockwell has sought to keep communications open with its stockholders and encourages them to
participate in the meeting of shareholders either in person or by proxy. Shareholders are free to write to
the Corporate Governance Committee should they have recommendations and/or nominations for the
board of directorship.



2017 ROCKWELL CUP

On February 23, 2017, Rockwell residents, Rockwell Club
members, and guests were on top of their game — and for
a cause. The 2017 Rockwell Cup had a successful swing
at the Canlubang Golf and Country Club, with over 150
partficipants. The event was hosted by Rockwell Land
Chairman, Ambassador Manolo Lopez.

The cup’s 5th year awarded Rockwell resident Ms. Karen
Kime as Overall Winner. The Rockwell Cup Community
Charity Dinner followed the next day at 8 Rockwell, Makati.
About 350 guests partook in the celebration, helping the
following beneficiary charities: Mary's Way Foundation,
Ginto Foundation, Missionaries of Mary Mother of Poor,
Missionaries of the Child Jesus, and the Roman Catholic
Archdiocese of Manila, Sta. Cruz Parish.

YABAROCKADOO

Rockwell Land residents had a rockin’ good
fime at YabaROCKadoo - the Rockwell
Land 2017 Halloween bash. On October

28, 2017, Rockwell Center kids discovered
Bedrock at 8 Rockwell. The 21st loor was
dressed up to match pre-historic Bedrock,
where the children got to enjoy games like

‘Rock Strong,’ ‘Bedrock Bowling,’ and ‘Rock

Builder.! On October 29th, kids from the
Grove also gathered at The Grove's Great

Lawn for the same YabaROCKing Bedrock
experience!

COMMUNITY Exciting activities that celebrate life and passion have kept
BUILDING our established and growing communities moving forward.
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HOP ABOARD!

A splash of nautical excitement made
waves at Rockwell Land’s 2017 Easter
celebration! “Hop Aboard” was held
simultaneously at 8 Rockwell in Makati
and at The Grove in Ortigas. Over 600
kids from the Rockwell Center, The
Grove, Alvendia, and 205 Santolan
experienced being sailors for a day -
embarking on an adventure with their
favorite sea-loving characters like Ariel
and Prince Eric from The Little Mermaid,
and Moana and Maui from Moana.
The fun Easter celebration was capped
off with a whimsical Magic and Bubble
Show, also enjoyed by the child at
heart.

CHINESE NEW YEAR

Rockwell Land communities in Makati,
Pasig, Quezon City, San Juan, and
Sucat all welcomed the Year of the
Rooster with cheer and a solemn wish
for fortune and prosperity. Residents
and tenants alike joined the Chinese
New Year celebration, made colorful
by the traditional lion and dragon
dance.



CORPORATE SOCIAL Rockwell Land is always inspired to move
RESPONSIBILITY even more lives for the better.

MEDICAL MISSION 2017

The 2nd Annual Rockwell Medical Mission ook place on December 2 and 9, 2017.

The mission was simultaneously run in Makati, San Juan, Quezon City, Mandaluyong,
Las Pinas, and Pasig. Rockwell volunteers helped with freatment, free consultations,
and the distribution of free medicines. No less than 1,200 beneficiaries gained from the
program, with families receiving Christmas grocery bags, school supplies, and toys.

The mission was made possible through Rockwell's partnership with é parishes:
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Sts. Peter & Paul in Makati, Our Lady of the Miraculous Medal in Las Pinas, Holy Family
Parish in Pasig, Our Lady of Fatima Parish in Mandaluyong, the Immaculate Conception
Cathedral of Cubao and St. John the Baptist Parish in San Juan.

OUTREACH AT BAHAY
NI MARIA ORPHANAGE

Last November 24, 2017, the orphans at Bahay

ni Maria enjoyed a fun day of beautiful stories.
They first presented a musical narration of the
nativity scene, reliving the story of hope through !
timeless Christmas carols. This was followed by |
a movie screening of “Coco,” Disney's heart-
warming blockbuster hit.

CHRISTMAS OUTREACH
AT STA. CRUZ CHURCH

Since 2014, Rockwell has been conducting a special outreach activity for
the children of Sta. Cruz Church yearly. On November 25, 2017, Rockwell
volunteers spent the day with over 100 kids, playing games and engaging
in sing-and-dance activities. They were also surprised with a special visit
from Jollibee himself! Each child went home with a Christmas gift bag and
a wide smile to greet the season.

N7



2017 PERFORMANCE
REVIEW

Result of Operations
Rockwell Land Corporation’s net income after tax (NIAT) grew by 15% from Php 1.8 billion in 2016 to
Php 2.1 billion in 2017. Since 2015, net income grew at a compounded annual rate of 13%.

2,089

NIAT

in Php millions

2015 2016 2017

Consolidated revenues reached Php 14.3 billion, a 13% increase from the previous year. Revenues are
comprised of 88% Residential Development, 10% Commercial Development, and 2% Hotel Operations.
Below is a table showing the breakdown of total consolidated revenues.

2017 % to Total 2016 % to Total 2015 % to Total
Residential Development 12,567 88% 11,040 87% 6.515 73%
Commercial Development 1,424 10% 1,324 10% 2,147 24%
Hotel Operations 312 2% 347 3% 260 3%
Total Consolidated Revenues 14,303 100% 12,711 100% 8,922 100%
Share in Net Income in JV 265 254 171

14,303

12,711

Revenues

in Php millions

A 13%

2015 2016 2017

Sale of condominium units reached Php 10.8 billion, 12% higher than the previous year, while accretion
of interest income grew by 14%, and amounted to Php 1.5 billion. The growth of the residential
segment’s revenue was largely influenced by increased bookings of the Proscenium projects,

and start of construction accomplishment for Edades Suites and Rockwell Primaries’ The Vantage.
Reservation sales, which was driven by Proscenium, The Arton, and The Vantage, reached Php 11.6 billion,
slightly lower than last year's Php 11.8 billion.

Commercial Development revenues grew by 7% to Php 1.4 billion. Lease income, which accounts for
bulk of the segment revenues, increased by 10% from Php 914.8 million to Php 1.0 billion, mainly due to
higher occupancy of 8 Rockwell.

Revenues from retail operations amounted to Php 909.5 million and accounted for 6% of total
consolidated revenues. This is slightly lower compared to last year's revenues of Php 941.0 million due
to closures of several stores affected by the construction of the expansion of the Power Plant Mall.
Cinema Operations, on the other hand, amounted to Php 211.3 million and composed 1% of the
total consolidated revenues. Moreover, revenues from office leasing, which pertains to units located
in 8 Rockwell, reached Php 198.8 million in 2017 from Php 80.6 million last year due fo increase in
occupancy.

The share in net income of joint venture, which pertains to RBC Ortigas, operated under the
Rockwell-Meralco BPO venture, increased by 4%. Gross revenues of the JV grew by 2%, from

Php 672.8 million in 2016 to Php 689.4 million in 2017, mainly because of higher occupancy and rental
rate escalation. At its 70% share, the Company generated revenues of Php 482.6 million and share in
net income of Php 264.8 million.

Revenues from Hotel Operations reached Php 312.7 million and accounted for 2% of consolidated
revenues in 2017. The 10% drop in revenues from the previous year was the result of the discontinuance
of The Grove Serviced Apartments last September after operating for 18 months.

EBITDA amounted to Php 3.6 billion, 7% higher than the previous year’s Php 3.4 billion. Residential
development, commercial development and hotel operations contributed 65%, 33% and 2% to total
EBITDA in 2017, respectively.

General and administrative expenses amounted to Php 1.8 billion, which equated to 13% of the total
revenues. The level of expenses grew by 16% vs. last year's Php 1.6 billion. This is mainly attributable to
additional expenses incurred from taxes due to higher collections of The Grove and 53 Benitez in 2017;
higher depreciation, occupancy and administrative costs due to 8 Rockwell and RBC Sheridan which
opened 1st quarter of 2016 and July 2017, respectively; and higher manpower costs.



2017 PERFORMANCE
REVIEW

Cashflows & Funding

The Company spent a total of Php 11.8 billion for project and capital expenditures in 2017. This is
mainly comprised of development costs of Proscenium, Power Plant Mall Expansion, RBC Sheridan
and Santolan Town Plaza. Capital expenditures were funded through a combination of internally
generated funds and debt availments. The Company declared and paid dividends amounting to

Php 365.0 million fo its shareholders, higher by 11% than the previous year's payout of Php 330.1 million.

Financial Position

Total Assets as of December 31, 2017 amounted to Php 48.9 billion, which is 21% higher from the
previous year, due to completed and ongoing construction of investment properties as well as
recognition of frade receivables following the completion progress of ongoing residential projects.

Total Liabilities as of December 31, 2017 amounted to Php 31.2 billion, higher than last year's

Php 24.8 billion. This increase was primarily attributable to the availment of loans to fund construction
of both residential and commercial projects.

Total Equity as of December 31, 2017 amounted to Php 17.7 billion, an increase of 13% from the

previous year. This increase was mainly driven by the Php 2.1 billion net income in 2017.

Key Performance Indicators

2017 2016 2014
EBITDA! (Php billions) 3.63 3.38 3.08
Current Ratio? (x) 2.89 3.01 2.92
Net Debt to Equity Ratio? (x) 0.98 0.91 0.82
Asset to Equity Ratio* (x) 2.76 2.58 2.54
Interest Coverage’ (x) 4.73 4.54 7.64
ROAS 4.7% 4.8% 4.4%
ROE’ 12.5% 12.2% 12.1%
EPSS, P 0.34 0.30 0.27

Notes:
(1) EBITDA [Net Income + (Interest Expense, Provision for Income Tax, Depreciation & Amortization)]
(2) Current ratio [Current assets/Current liabilities]
(3) Net debt to equity ratio [(Total Interest bearing debt)-(Cash and cash equivalents)/Total Equity]
(4) Assets to Equity Ratio [Total Assets/Total Equity]
(5) Interest coverage ratio [EBITDA/Total interest payments]
(6) ROA [Net Income/Average Total Assets]
(7) ROE [Netf Income/Average Total Equity]
(8) EPS [Net Income/number of common shares outstanding]

FINANCIAL
STATEMENT

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
TO FINANCIAL STATEMENTS

The management of ROCKWELL LAND CORPORATION AND SUBSIDIARIES is responsible for the preparation
and fair presentation of the consolidated financial statements including the schedules attached therein,
for the years ended December 31, 2017 and 2016, in accordance with the prescribed financial reporting
framework indicated therein, and for such internal control as management defermines is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

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

The Board of Directors (Trustees) is responsible for overseeing the Company's financial reporfing process.

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

SyCip Gorres Velayo & Co., the independent auditor appointed by the stockholders, has audited the
financial statements of the company in accordance with Philippine Standards on Audifing, and in its report
to the stockholders or members, has expressed its opinion on the fairness of presentation upon completion

of such audit.
Ellen V. Aimodiel

Amb. Manvuel M. Lopez Nestor J. Padilla
Chairman of the Board Chief Executive Officer Chief Financial Officer

Signed this 10™ day of April 2018,

SUBSCRIBED AND SWORN to before me this daylﬂ April 2018 at Makati City, affiant exhibiting
tor me his'her Passport as follows:

NAME PASSPORT NO. DATE ISSUED PLACE ISSUED
Manuel M. Lopez ECA4033188 25 Apnl 2015 DFA Manila
Mestor J. Padilla PI2TO524 A 03 Jung 2017 DFA NCR Central
Ellen V. Almodiel EC3260629 26 January 2015 DFA WCR Central
DocNo, =z
Page No. « FREDERITK R. TAMAYO
Book No. _wr_; Notary Publie for Maksti City
Series of 2018, unell December 31, 2018

Roll of Artorneys No. 45113

IBF No, 034122 / 03,0118 / Bulacan

FTR Ne 6699417 702.28.18 / Makahi City
MCLE Compliancs No, V0012372
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INDEPENDENT AUDITOR'S REPORT

The Stockholders and the Board of Direciors
Rockowell Land Corporafion

Opinion

We have audited the consalidated financial statements of Rockwell Land Corparation ond its subsidiaries
(the Group), which comprise the comnsalidated statements of financial posifion as at December 31, 2017
and 2014, and the consolidated statements of comprehensive income, consclidated statements of
changes in equity and consolidated statements of cash lows for each of the three yvears in the period
ended December 31, 2017, aond nafes to the consclidated financial stotemeants, including a summary of
signihcont acocounhng Dolicies,

n our gpinion, the accompanying consolidoted financial statements presant faidy, in all materal respects.
the cansclidated financial position of the Group as al December 31, 2017 and 2018, and its consolidated
financigl performance and its consolidated cash flows for each of the three vears in the pericd ended
December 31, 2017 in accordance with Philippine Financiol Reporting Standards (PFRSs].

Basis for Qpinion

We conducted our audits in accordance with Philippine $tandards on auditing (F3As]. Our responsibilifes
under thase standards are further described in the Auditor's Responsibilifies for the Audif of the
Conmsolidoted financial Stafements section of our report, We are independent of the Group in accordance
with the Code of Ethics for Professional Accountants in the Phifippines [Code of Ethics) together with the
ethical requirements thot are relevant to our audit of the consolidated financial statements in the
Fhilippines. and we hove fulfiled our other ethical respansibiliies in occordance with thase requirements
and the Cade of Ethics. We believe that the audit evidence we have abtained is sufficient and
appropriate to provide a basis for our opinion.

Key Audit Matters

vey cudit matters are thase matters that, inour professional judgment, were of most significance in our audit
af the comsolidated financial stotements of the curent parod. These matters weare addrested in the
context of cur audit of the consalidated financial statements as a whole, and in farming our opinian
thereon, and we do not provide a separate opinion on these motters. For each matter below, cur
descrnofion of how our oudit oddressed the matter is grovided in that oonfext,

We have fulfilled the responsibilifies described in fhe Audifor's Responsbiifies for the Audil of the
Consclidated Finoncial Stoferments sechion of our report, inclueding in relation fo these maotters. Accordingly.
aur audit included the performance of procedures designed o respond to cur assessment of the risks of
material misstatement of the consolidated financial statemenis. The resulfs of cur oudit procedures,
including the procedures performed to address the matters below. provide the basis for cur qudit opinion
an the accompanying consolidated financial statermenis.

SGV
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Accounting for Real Esfote Revenuve and Cost under Percenfoge of Complefion Method

The Group applies the percentage of completion (FOC] method in determining real estate revenue and
costs, The POC is based an physical comaletion of the real estale praject, The cost of real astate sold is
determined on the basis of the tofal estimated costs applied with the POC of the praject. The Group’s real
astate revenue ond costs accounts for 755 of the total consolidated revanue and the total consalidated
axpenses, respectively. The assessment of the physical stage of completion and the fofal estimated costs
requires fechnical determination by management's project development engineers.  In addition, the
Group considers a cerfain percentage of collection over the total seling price (buver's equity), as one of
the criteria in arder to inifiate revenue recagnition. The percentage is representative of the buyer's
confinuing commitment with the sales agreement and the level ab which manogerment hos gssessed the
prabakility of inflow of aconomic benafits o the Group, The assesiment of the stage of completion, fotal
esfimoted costs ond level of buyer's equity invalves significant manogement judgment ond esfimates as
disclosed in Mote 5 1o the consolidated hinancial statements,

Audif Besponse

We aobtaned an understanding of the Group’s processes for determining the PCC and for determining and
updating the total estimated costs, and performed fests of the relevant contrals of these processes. We
obtained the certified POC reports prepared by the project development engneers ond assessed their
competence, copabilifies and chjeclivity by reference 1o thair qualifications, experiance and reporting
resgonsibilifies. For selected projects, we conducied ocular inspeclions. made relevant inguines and
obtgined the supporting details of the POC reports showing the completion of the major activities of the
praject construchon. We obtained the approved total estimated caosts and any revisions theretao, incheding
supporting documents such as project confracts and contractors billings, and mode relevant inquidies. We
evglugted management's basis of the buyer’s equity by comparning this to the historical analysis of sales
colections fram buvers for each project.

Other Information

Mandgement is responsible for the other information. The other information comprzes the information
included in the Securties and Exchange Commission (SEC) Form 20-15 [Definitive Information Staterment].
3EC Forrm 17-A and Annual Report for tha vear ended Decemibzer 31, 2017, but does not include the
consolidated financial statements and our audifar's report thereon. The S3EC Farm 20-15 (Cefinifive
nformation Statement], SEC Form 17-A and Annual Repeort for the yeor ended December 31, 2017 are
gxpecied o be made available o ws after tha date of his auditar's repart,

Dur opinicn on the consolidated inancial staterments does not cover the other information ana we will not
express any form of assurance conclusion therean.

n connection with cur audits of the consolidated financial statements, our responsibility is to read the other
information identified above when it becomes available and, in daing so. consider whether the other
informafion is materdally inconsistent with the consolidated financial statements or cur knowledge obtained
in the audits, or othersise appears to be matenally misstated,

Responsibilifies of Monogement and Those Charged with Governance for the Consclidated Financial
Stale ments

Mandgement i responsible for the greparaticn and foir presentation of the consalidated financial
statements in occordance with PFRSs. and for such internal control os management determines is necessary
o enakle the preparation of conselidated financial statements that are free from matedal misstatemesnt,
wihether due fo fraoud oF emror.
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In preparing the consclidafed financial stotements. management is responsible for gssessing the Grouvp's
ability to continue as a going concern, disclosing, as opplicable. matters related o geing concemn and
using the going concem basis of accounting unles moanagement either intends to liguidate the Groug or fo
cegse operations. or has nao realistic alternative but to do so.

Thase charged with govemnance are responsible for ovenseesing the Group's financial reporting process,
suditor's Responsibilities for the Audit of the Conszolidated Financial Statements

Cwur objectves are to obtain reasonable asurance about whether the consolidated financial statements as
a whaole are free from malenicl misstaternent, whether due to fraud or eror, and o issue an auditor's regort
that includes cur opinion. Reasonable assurance is a high level of assurance. butis not a guarantee that an
audit conducted in accordance with P3As will cleays detect o material misstatemant when it exdsts,
Misstaternents can grise from fraud or erar and are considensd matenal if, individually or in the agaregate,
they could reasonably be expected fo influence the economic decisions of users taken on the basis of
these consolidated financial staterments.

as part of an audit in accordonca with Pias, we exercise professional judgment and mainfain profassiona
skepticism throughout the oudit. We also:

« |dentify and assess the risks of material misstatement of the consclidated financial statements, whether
due to fraud or errar, design and pedorm audit procedures responsive o those risks, and obtain audit
evidence that is sufficient and appropriate o grovide o basis for our opinion. The risk of not detecting o
rateral misstatement resulting from fraud is higher than for one resulting from eror, as froud may
invalve callusion, forgery, infenfional omissions, misepresentafions. or the ovaride of intermal contral.

«  Obtain an understanding of internal control relevant fo the ausdit in order to design audit procedures
that gre gppropriate in the circumsiances, but not for the purpose of expressing an apinion on the
eftectivensss of the Group's internal contral.

«  FEvalugte the appropratensss of accounting policies used and the reasonaklaness of accounting
estimates and related disclosures made by management.

«  LConclude on the aporopratenass of managemeant's use of the going concern basis of coccounting and,
based on fhe cudit evidence oblained, whether o matenal uncertainty exists reloted o events or
canditions fhat may cast significant doukt en the Group's ability to continue as a gaing concem. |f we
canclude that a matenial uncertainty exists, we are required to draw attention in our ouditor's report to
the related disclosures in the consafidated finoncial statements or, if such disclasures are inaodequate, to
rmadify our opinion. Qur conclusions are based on the audit evidence obtained up to the date of our
auditor's report, Howewver, future events or conditions may couse the Group fo cease to continue as a
going Concerm.

«  Evalugte the overall presentation, structure and content of the consolidoted financial statements,
including the disclosures, and whether the cansolidated financial statements represent the underdying
fronsactions and events in g manner that ochieves fair presentafion.

»  Obtain sufficient approprate oudit evidence regording the financial information of the entities or
butiness aclivifies within the Group 1o express an opinion on the consslidated finaoncial statermants, We
are responsitle for the direction, supervision and perfaormaonce of the audit. We remain solely
respansble for our audit opinion.
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We communicate with those charged with governance regaording. amang other matters, the planned
scope and timing of the audit and significant audit findings. including any significant deficiencies in infernal
confral that we idenfily during aur audit,

We alio provide those charged with governance with a statement that we have compled with relevant
ethical requiremenis regarding independence. and to communicate with them all relationships and other
matters that may reasanably be thought to bear an our independence, and where applicable, related
safequards.

rrom the matters communicated with those charged with govemonce, we determine those mafters that
were of most significance in the audit of the consolidated financial statements of the current period and
are therefore the key oudit matters, We describe these matters in our auditar's report unless law or
requlation precludes public disclosure about the matter orwhen, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences of
doing sa would reasonably be expected fo outweigh the public inferest benefits of such communication.

The engogement pariner on the audit resuliing in this independent auditor's report is Gaile A, Macapinlae.

SYCIP GORRES VELAYO & CO.

aily A+ (Jgumwh&
gile A, Macapinlac
artner
ZPa Certfificate Mo, $8838
SEC Accreditation Mo, 1821-A [Graup A),
March 21, 2007, valid until March 20, 2020
Tax ldentification Mo, J05-947-572
BIR Accreditation Mo, GB-0019%8-128-2017,
Febroary ¥, 2017, valicd until February B, 2020
FIR Mo, 4621282, January 7, 2018, Makati City

March 21, 2018



ROCEWELL LAND CORPORATION AND SUBSIDIARIES

COMSOLDATED STATEMEMNTS OF FINAMCIAL POSITION
{Amounts in Thousands)

Cecember 31

Cocember 31
2007 2016
ASSETS
Current Assets
_oash and cash equivalents (Motes 7, 2% and 30) B2,.542,942 B, 440 5880
lrade and ather receivatzles (Motes 8, 22 and 30) 13,371 478 G 519,194
Land and development costs (Motas &, 2. 12, 14, 15, 14, 18 and 2§) B.A%0,904 T 507

27 F014
Equity Atribuiable to Equity Holders of the Parent Company
Copital stock [Notes 17 and 20 £64,270,882 P4, 270,852
Additional paid-in capifal 28,350 28,250
Unreglized gain on availlable-for-sole investments (Mote 11) 8.514 &,0%3
Oither equity adjustments [Mote 20) 291,142 291,142
Share-bosed poymeants [Mote 19) &%.700 &%.700
Fetainaed esamings (Mote 20)
Appropricatad 5,000,000 3,000,000
Unoppropriated 5,659 2466 5884, 744
17,327 874 15,550,433
Less cost of frecsury shares (Notas | and 20) (185.334) (185 334]
Total Equity Attnbutable to Equity Holders of fhe Parent Company 17.142,542 | 3,265,097
MNon-contreling inferests [Note &) 572214 S1.3.2%0
Total Equity 17,714,758 | 5,678, 38%
BAB 98,997 P40, 437,772

Acdvoncos o conracton (Nafe 9 2294 BEY FARS AED
Condominivm units for sale 717 389 a20.947
Cther curent assets iMNobes 10, 16, 29 and 30) 1,528,140 | S99, 159
lotal Current Assets 29,387,734 2 1% 347
Moncument Assets
Investment properfies [(MNoles 12 and 15) 11,448,243 JR29 445
Investment in joint venturg (Hota 13) 2881114 2E7F 249
Property and equipment [Motes 14 and 15) 2,841 444 27346984
Land held for fuiure develocpmeant {Mote 9| 1.1¥0.715 1,422,094
NMoncurrent frode receivables (Motes B, 29 and 30) 79 15248
Avallaobie-lor-sale investments (MNotes 11, 2% and 30) 19.658 16,808
Deferred tax assets - net [Note 235) 454 2488
CQlher noncument assels (Nole 14) 212,072 ALA
lotal Moncurant Assels 19,531,263 15318425
48 858,997 BAQ 437 773
LIABILITIES AMD EQUITY
Cument Liabilities
Irade and ofher payables (Notes 4, % 17, 18 24, 29 and 2] BB 148,716 B6,6348,153
Curent portion of inlerest-beanng loans ond borowings
(Moras & 9, 12, 14, 15 2% and 30 2020014 111,504
Total Current Liaksiitics 10,148,930 8,347,659
Moncurent Liabilities
Interast-bearing loans and bomowings - net of cument portion
(Motas % 17, 14, 15, 2% and 30) 17,888,752 13, W27, 440
Deferred tax fabilities - net (Note 25) 1066216 BY3.457
Installment poyable (Mate 14] 544 957 571054
Pension liability - net (Note 24) 102,634 | 76,468
Deposits and other liaoiities (Notes 9. 17, 18, 24, 29 and 30) 1412750 896103
Total Moncument Liabilities 21,015,30% 16,411,724
Total Lighilities 31,184,239 24,759 383

[Forwiard]

v

See accompanyng Nates o Consclidoted financial Staltements,



ROCKWELL LAND CORPORATION AND SUBSIDIARIES

ROCEWELL LAKND CORPORATIOMN AND SUBSICIARIES

COMNSOUDATED STATEMENTS OF COMFPREHENSIVE INCOME
(Amaunts in Thousands, Except Earnings Per Share Yalue)

Year:s Ended December 31

07 014 F01h
REVENUE
Sdle of condominium wrifs BI10, 777,599 2R 02054 B4 AT
Interest ncome (Motes 7 anc 21 1,479,907 1,323,214 288,329
Legse income [Mote 12) 1,008,952 F14,783 793,368
Foom revenue [Nole 14) 285,730 25,951 260,002
Cinema revenue 211,316 2E0ERE 210,421
Chers [Nate 13 541,889 25073 I33078
14,303,373 12,711,303 8922 2%
EXPENSES
Cost of real estate [Notes 9, 12 and 32) B 739,992 FATT A3 4,498 FF2
General and administrative cxpenscs
(Motes 8, 14, 22, 23, 24 and 27 1,809,259 1.565.741 1,174.957
Seling expernses (Motes 22 ard 23] 877,702 248207 460,231
11.426.983 10051 588 &A52.610
INCOME BEFORE OTHEE INCOME (EXFEMSES) 28746430 2E1RTT FoERA419
OTHER INCOME [EXPENSES)
Interest expanse (Motes 15 and 22| (250,983) [359.848) [471,188]
Share in net income of jaint vanture [Mofe 13) 264,743 2h4 731 170,844
Foreign exchange gain - net (Mote 29 (1.378) 4,086 &, 588
Crain [lass) on sale of property and equipment (Mote 14) - 3 (130
12,402 (131,584] [293,855]
INCOME BEFORE INCOME TAX 2888832 2488131 23573
FROVISION FOR INCOME TAX [Mofe 25) 79661 &7 897 B33, 30
MET INCOME 2089171 1L E14,.234 1.4642 345
OTHER COMPREHEMNSIVE IMCOME
Crther comprehensive income to be reclassified fo profit
ar koss in subsequent perioods:
Urvealized qgain on available-Tor-sale investrments [Note 11) 2,850 1,000 =00
Income fax effect [(427) (100 [a0
Ciher comprehensve loss not to be reclassilied to protit or loss in
subsegquent periods:
remeasurement gain (loss) on employes benefits (Mofe 24) 42,515 FIRE [57.45%)
Income iox effect [12,755) 3,935 14,851
32,183 12,620 [0, 155]
TOTAL COMPREHENSIVE INCOME #2.121.354 Pl.E25.844 PILADZTES
Met Income Affributable To
Equity holders of the Parent Company E2.110 245 Bl .HZS R Bl 443731
Non-coniraling interests (21.074) [F.747] [1.384]
B2.089 171 P1.A14234 P1,642,345
Total Comprehensive Income Attrioutable To
Ecquity haolders of the Parent Company B2 142 428 Bl.B34. 184 P11 .4039253
MNan-conitaling interests (21.074) [7.3201 [1,764]
B2.121.354 B1.BZ5 864 1602187
Earnings Per Share Atfributable fo Equity Holders
of the Parent Company (Mofo 21]
Baosic #D.3447 B0 7Y RO 24685
Diluted £0.3442 PO.2Z9TT RO 2682

Jee occompanying Mofes to Comsolidofed Financial Stafements.
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CONSOUIDATED STATEMERNTS OF CHARNGES 1M FCAITY
FOMR THE YEARS EMOED DRECEMBER 31, 2017 2014 AND 2015
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ROCKWELL LAND CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Amounts in Thousands)

ROCKWELL LAND CORPORATIQON AND SUBSIDIARIES

NOTES TO CONSOLUDATED FINANCIAL STATEMENTS
(Amaounts in Thouvsands, Except Number of Shares, Famings Per Share Value and Unless Otherwise Specified)

Yeors Ended December 31

Corporate Infermation

2007 2014 2015
CASH FLOWS FROM OPERATING ACTIVITIES Rockwell Land Corporafion [Rockwsll Land or the Parent Company) is incorporated in the Philippines
rnc ome Delore income [ox ®2 0888832 BA.A8H 141 B2 A S T and is engoged inreal estale development and sale o lease of condominivm and commerciol units
Actjusirments far; ardd lots, The Parant Campany's corparate ifa is 50 yeors and con be exfended for another 50 yaars on
Interest income (Mates 7 and 21] (1.47%.%07) [1,323,214) [¥58.329) or within five vears before the expirafion of its ferm.
Depraciction aond omortization (Mote 22) 4%1.711 500,285 335,657
share in net incore of joint venture [Note 13) (264.754) [254,231) {170,844 The Parent Campany's principal office address is The Garage at Rockwel Center. Estrella 5t Bockwcll
Inferest expense (Motes 15 and 22) 250,983 30 A 471,188 Center, Makali City.
Pamsion expensse, nat ol cantnBulions [Mote 24] (31,3179 HERET.Y] 24394
Unrealized foreign exchange gain - net 1.378 [4.026) (6.584] Rockwell Land became a public company in 2012 iollowing the declaration of 51% cwnership by Manila
Less (gain) on sale of property and equipment (Mote 14) - 3) 130 Electric Company (Meralco) as property dividend in favor of common stockholders, except for foreign
Dperafing income before working copital changes 18546914 1.7%93.530 1,941,373

Cecrease (increase) in:
Trade and ather recevables

(3,3%8,473)

689,504

1,794,005

common shareholders who were paid the cash eguivalent of the property dividend [see Note 20).

Az aft December 31, 2017 and 2014, First Philippine Holdings Corporation [FPHC ] owns 84.58% of Bockwell

l,afqé(:rh;;:?fu‘Jﬁr!]frﬂrs o ﬂg:;g: {E:;é-;i ?:33231 Land and the rest by the public. Lopez. Inc. s the ulhmate parent company.
I:?'DP{:CN e '”Ij"rs' far scie 363,253 - -541.1:-&-!:\| “,',EM'J The ccocompanying consolidated financial statements were approved and authorized forissue by the
Other curent assets 485,613 [2%1,1&1) [F0.374) Board of Directors (BOD] on March 21, 2018

noreose (decregse] in rgde and olher poavables 1,449 802 = N 3002, 175] ) ' '

et cash gaenerated raom aperalicns 1,314497 ADA A Fa1.541

noome faxes paid (£38.511) [5¥0.E17) (521 ,250]

nterest paid (162,311) [383,053) 403,451 ] Basis of Preparation and Statement of Complionce

Met cash provided by (used in) operating activities 515,675 [520,338) A 070 ) )

CASH FLOWS FROM INVESTING ACTIVITIES Basis of Preparation

Acquisifions of: The cccompanying consolidated finoncial statements have been prepared on a historcal cost basis,
Irvestment properties [Mote 12) (3,521 458) [1,453,229) 493 485 excent tor avalable-for-sole investments that hove beasn meosured at tar value, The consclidated
Property and equipment (Note 14) (733.323) [558.814) 1419.178] financial slatemeants are presented in Fifippine Peso, which is The Parent Comoany’s funchional and
Land held for future development (97.940) [345,824) Add 595 prescntation curenoy and all values are rounded 1o the nearest thousonds, cecept when othomwiso

Dividends received [Nofe 13 262 896 405,445 indicated.

ncreass in other noncumant assets 1,055 [2.427)

nterest recenved 12,611 AnuEy H6,241 Statement of Complianace

Froceeds from sale of croperty and eguipment 5.19% The censolidated financial statemeants have been prepared in accordance with Philippine Financial

Met cash used in investing activilies (4.070,980) [1.943.5864) (1.621.017] Reporting Standards [PFRES). PFRS alio includes Philippine Accounting Standards [PaS), including

CASH FLOWS FROM FINANCING ACTIVITIES Interpretations isswed by the Financial Reporting Standards Council,

Froceeds from availmeants of loans and bomowings (Mote 15] & 250,000 5000000 500,000

Fayments of: Bosis of Consolidation
Interest-becring loans and borowings (Note 15) (1.968,527) [3.213.954) {1.709.284) The consolidated financial statements comprise the financial statements of Rockwell Land and its
Debt issue cost (Mote 15] {35,000 [ 2000 - subsidiaries (collectively refered to as the "Group”). Confrol is achieved when the Parent Compoany is
Dividends [Note 20) (362.355) [30%.177) a6, 588] exposad, or has rghts, to variable refurns from its involvement with the investee and has the ability fo
Installment payable \799.755] affect those returns through its power aver the investee. Specifically, the Parent Company confrols an

nereose in deposils and other iabilifies 14,447 %4, %50 247 533 investee if, and only if, the Parent Comparny has:

Subsidiary's issuonce of sharas ta non-canfroling inberas! 280,000 - -

Nel cash provided by (used inj inancing activilies 4,678,765 1651825 (2067 %94] *  Power over the investee (i.e., existing rights that give it the curent ability to direct the relevant

EFFECT OF EXCHANGE RATE CHANGES ON CASH activilies of the invesles);
AND CASH EQUIVALENTS (1.378) 4,024 6,586 = Expasure, of rights, to varable retums fram its invalvernent with the investes; and

NET INCREASE (DECREASE) IN CASH AND CASH EGUIVALENTS B1.122082 (P305,351) [F3.746.4%3] = The ability to use its power over the investes to alfect its refurns,

CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 1,440,850 2242 21 5,995,704 )

CASH AND CASH EQUIVALENTS AT END OF YEAR [MNofe /) RB2.5462942 B1.440 840 B3 E4%.201

Jee gocamaanying Males ho Consoldated Frrancicl Siaferments
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When the Parent Company has less than a majerity of the voting or similar rights of an investee, the 3. Changes in Accounting Policies and Disclosures
Faorent Company considers all relevant focts and circumsfances in assessing whether it has power ovear

an investee, including: Chaenges in Accounting Policies

The cccounting policies adopted in the preparation of the consolidated financial statemeants are
= The confractual arangament with the other vale holders of the invesies; consisfent with those of the previous financial year, except for the adoption of the following amended
= Rights ansing frermn other contrectual arangements; and PAS and PFRS which were adopied effective beginning January 1, 2017, Excep! as otherwise indicated,
« The Parent Company’s voting rights and potential voting rights. odoption of the new standards and amendments has no significant impact on the Group's

consolidated inoncial statements,
The Parent Company reqssesses whether or not it contrals an investes if focts ond circumstances

indicate that there are changes ta one or more of the three elements of confrol. Consolidation of o « Amendment to PFRS 12, Disclosure of Interests in Qither Enfifies, Clarification of the Scope of the
subsidiary begins when the Porent Company obtains control over the subsidiary ond ceases when the Standard (Part of Annual Improvernents fo PFRSs 2014 - 2016 Cycle]

Farent Company loses control of the subsidiany, Assets, habilities, income and expenses of a subsidiary

acguired or disposed of during the year are included in the consolidated financial statements from the The amendments clarify that fhe disclosure requirements in PFRS 12, ofher than those relafing fo
date the Parent Company gains coniral uniil the date the Parent Company ceases fo conirol fhe summarnzed financicl information, apply to an entity’s interest in a subsidiary, o joint venfure oran

subsidiary. associabe |or a porticn of its interest in a joint venture or an associcte) that is classified [or included in
a disposal group that is classified] as held for sale.

Frofit or loss and each componeant of other comprehensve income (OC]) are atiibuted to the equity

holders of the Parent Company and to the non-controling inferests, even if this results in fhe non- Adoption of these amendments did not have any impact on the consclidated financial statements.
controling interests having o deficit balonce. When necessary, adjustments are made to the financial
statemnents of subsidianes to bang their cccounting policies in line with the Parent Company's
accounting palicies. Al infro-groun assets and habilifies, equity, income and expeansas and cosh lows
relating to transactions among members of the Group are eliminated in full on consalidation.

s Amendments to PaS 7, Statement of Cash Fiows, Disclosure iniiofive

The amendments requirg entities fo provide disclosure of changes in their licbilities arising from
fimancing activities, including both changes ansing from cash flows and non-cash changes [such as
A change in the ownership interest of a subsidiary, without loss of control, is accounted for as an equity foreign exchange gains or losses).,

transaction. IF the Parent Company loses canirol over @ subsiciary, it derecognizes the reloted asseis
(including goodwill), iabilites, non-controlling interest and other components of eguity while any
resulfing gain or 10ss is recognized in profit or loss, Any investment retained is recognized at fair value,

The Group hos provided the required information in Mote 33 fo the consalidated financial
statements, As allowed under the ransition provisions of the standard, the Group did not present
comparative information for fhe yveor ended Decemizar 31, 2014,

Mon-controlling interests represent the portion of profit or loss ond net assets in the subsidicnes not held
by the Parent Company and are presented in the profit or loss and within 2guity in the consolidated
statermnent of financial position, separctely from equity attibutable to equity holders of the Parent
Company.

« Amendments to PAS 12, Income Taxes, Recognifion of Defered Tax Assels for Unrealized Losses

The amendments clarfy that an entity needs to consicer whether tax law restricts the sources of
taxahle profits agaoinst whick it moy make deduciions on the reversal of that deductible termpornary
difference. Furthermore, the amendments provide guidance on how an entity should determins
fubure toxable profits and explain the circumsiances in which faxable profit maoy include the
recovery of some assets for more than their camying amaount.

The consclidoted finonciol statements comprise the financial stafemments of the Parent Company and
the folowing subsidiaries it controls:

‘ercenlnge of Oresrhip

Subsicicries Maturg of Business W17 la 2015 The Group applied the amendments retrospectively, However, their opplication hos na effect on
Reeziowesll nlesggrosiestd Propes by Servicess, e, Sasrvicer prowiler (1L U 0 the Group's financicl posifion and performance as the Group has no deductiole femporany
Rosziowesll Frimearies Dewelopmean® Corcrcticn . v .
Resckwed Pirmeries) O 1000 differences or assets that are in the scope of the amendments.
SEoressa] "I.'||.""'|.' | TN I r_rl_:'\;rr'_||r'\|l'| 100 10 L) [ 1]
Prirnonass Properlios Soles Sp=scicls®s I 1000 [JLARE AR Srﬂﬂﬂﬂrd'{l‘;'ﬂﬂﬁ El._lr\\lﬂ! "Iiﬁr ir'E{“l‘JL—_‘
R vl Hobel & Loiwen Maonoqgermont o, 1000 1000 00 : = a5 : o = :
Roc kvl Lssure £, Inc. (Rockwed Club] Tid 7T Froncuncements ssued but not vet effective are listed below. Unless otherwize indicated, the Group
Retakoopes mo. [Relaiboapes) [T N T (4015 does not expect that the future adoption of the said pronouncements will howve o significant impacton
Rociwell Frmaiies South Developmenl ) . . ils consolidated financial stotements, The Group intends 1o adopt the following pronouncements when
Cofporaian (Rackwall Primsaned Souih) Bocd estgle dovelopman] &0 &00 &S00 thi & o off H
Rkl MFEA Corp. (Rock MEA]® Bl esole davekaprmen| EDO oY DOCOME CITCCTIVE.

Tirenw g lessd e Aasgpnas! A S
o _ . S Effective beginning on ar offer Jonuary 1. 2018
All subsidiconas are incorporated in the Philippinas,
e  Amendments to PFRS 2, Share-based Payment, Classfication and Measurement of Share-based

The financial statements of the subsidianes are prepared for the some reporting yeaor as the Parent Pavment Transactions

Company using consstent accounting pelicies.

The amendments to PFRS 2 address three main areas: the effects of vesting condilions on the
mcasuremaent of o cash-sottiod share-based poyment fransociion: the clasification of a shono
bosed payment fronsaction with net setlement features for withholding tax obligofions; ond the
accounting where o modification o the term: and condition: of a share-based payment
trorsaction chonges ifs classdfication from cash settled o equity setfled,
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(n adoption, enfities are required to apply the amendments without restating prior periods, but
retrospectve application s permitted if elected for all three amendments and if other crtena are
met, Early application of the amendments is parmitted.

The Group is currenily assessing the potential effect of the amendments on its consolidalted financial
statements.

Amendments to PEES 4, Insurance Confracts, Applying FERS 2 Financial Instroments, with PERE 4

The amendments address concems arsing rom implemeniing PFRS ¥, the new finoncial instruments
standard betore implemeanting the new inurance contracts standard. The amendments introduce
twar options for entities issuing insurance contracts: a temparary exemption from applying PFRS 9 and
an overiay approach, The femporary exemption is first applied for reporting periods beginning on ar
after January 1, 2018, An enfily may elect the overlay approach whean it first applies PFES 9 and
apply that opproach refrospectively to finoncial assets designated on fransition to PFRS 7. The entiby
restates comparative informalion reflecting the overlay approach if, and only if, the entity restates
comparative information when applying PIRES 9.

The amendments are not applicable to the Group since none of the entifes within the Group have
activities that are connected with insurance or issue insurance contracts,

PFRS 2, Fnancial Insfruments

PFRS 7 reflects all phases of the fnancial insfrurments project and replaces PAS 39, Finoncial
Instruments: Recagnitian ond Medgsurement, and all pravious versions of PFRS 9. The sfandard
infroduces new requirements for classification and measurement, impairment, and hedge
accounfing. Retrospective application is required but providing comparative information is not
compulsary, For hedge accounting, the requirements are generally applied prospecively, with
some limited excepfions.

In 2017, the Group performed its inficl impact assessment of all three phases of PFRS 2. This
assessment is based on curently avalable information and may be subject to chonges arising from
turther reasonable and supportable information becoming available to the Group when it adopts
PFRS @ in 2018, The Group is still finglizing the impact of adopting this standard.

PFRS 15, Revenue from Confracts with Customers

PFRS 15 establishes a new five-step model that will apply to revenue arising from contracts with
customers, Under PERS 15, revenue isrecognized at an amaount that reflects fhe considaralion fo
which an entity expects o be entilied in exchange for transfering goods or services to a customer.
The prnciples in PFRS 15 provide a more structured approach to measunng and recognizing

ey U,

The new revenue standard is applicable fo all entities and will supersede all curent revenue
recognifion requirements under PFRSs, Either a full retrospective application or g modified
retrospectve application is required for annual periods beginning on or after January 1, 2018, Early
adoption is permitted. The Group is currently assessing the impact of adopting this standard.

Aamendments to PAS 28, Measunng an Associate or Joinf Venrture af Fair Value (Part of Annual
Improvements fo PFRSs 2014 - 2016 Cycle)

The amendments clanfy that an entity that is g venture capital orgonization, or other qualifying
entity, may elect, af intial recagnition on an investment-by-investment basis, to measure ifs
irvestments in associates and joint ventures at fair value through profit or loss, They also clarity that if
an entity that is not itself an investment entity has an interest in an associate or joint venture that is an
irvestrment entiby, the entity may, when applying the equity method, elect to retain the fair value
measurement applied by that investment entily associale or joint venlure 1o The invesimeant enlity
associate’s or joint venture's interests in subsidiaries. This election is made separately for each

irvestiment enfity associate or joint venture, at the laler of the date on which [a) the investmeant
enfity associate or joint venture is initially recognized; (] the associate or joint venture becomeas an
invesiment enfity; and (c] the investment enfity associate or joint venture first becomes ¢ parent,

The amendments should be appled retrospectively, with earlier applicahon permitted.
Amendrments o PAS 40, Invesfment Froperty, Transfers of iInvestiment Properfy

The amendments clarily when an entity should transfer property, including properly under
construclion ar development into, or out of investment property, The amendments state that o
change inuse occurs when the property meets, or ceases to meet, the definifion of investmeant
properfy and there is evidence of the changs in wse, A mere change in managemenit’s infenfions
for the use of a property does not provide evidence of o change in use. The amendments should
he applied prospectively to changeas in use that occur on ar after the beginning of the annual
reporiing pericd inwhich the entity first applics the amendments, Retrospective application is only
permitted if this is possiple withaut the use of hindsight,

Since the Group's current practice isin ine with the clortications issued, the Group does not expect
any effect on its consclidated financial statements upon adoption of hese amendments.

Prilpoine Interpretation IFRIC-72, Foreign Curency Transacfions and Advance Consideration

The interpretation clarfies that, in determining the spot exchange rate to use on initial recognition of
fhe related asset, exXxpense of incame (of part of it) on the derecagniticn of g non-monetary sset or
non-monefary iabiity relating to advance cansiderafion, the dare of the ransaction is the dafe on
which an entity initially recogniras the nonmonstary asset or non-monetary liability arsing from the
advance consideration. If thers are multiple payments or receipts in advance, then the entity must
determine o date of the fransoctions for each payvment or receipt of advance consideration,
Enfities may apply the amendments on a fully refrospective basis, allernatively, an entity may apply
the interpreflation prospectively lo all assels, expenses and income inils scope Thal are initially
recognized on or after tha beginning of the reporting period in which the enfity first applies the
interpretafion or the beginning of a prior reparfing period presented as comparative information in
the financial statements of the reporting period in which the entity first applies the inferpretation.

dince the Group’s curent practice isin line with the clarfications issued, the Group does not expect
any effect onits conselidated financial statements upon adoption of this interpretation.

Effective beginning on or affer Janwary ), 2019

Aamendments ta PFRS %, Prepayment Feafures with Negofive Compensation

The amendments to PFRSY ¥ allow debt instfruments with negative compensation prepayment
features to be measured af amortized cost or fair value through other comprehansive income,

An anfity shall apply these amendments for annual reporling perfods beginning an or affer
January 1, 2019, Earlier application is permmifted. The Group is still assessing the impact of adopfing
these amendments,

PFRS 16, Legsas

FFES 16 sets ouf the principles for the recognition, measurement, presentation and disclosure of
leases and requires lessees fo account for all leases under a single on-balance sheet model similar to
fhe accounting for finance ledses under PAS 17, Legses, The standard includes two recognifion
exemplions for lessees - leases of 'low-volue’ assets (2.9, personal computers) and short-term leases
li.e., leases with a legse term of 12 months or less). A the commencement date of o lease, alessee
will recognize a liakility to moke lease payments (i.e., the lease liakiity]) and an asset representing
fhe right fo use the underying asset dwing the lease term (il.e., the fght-of-use asset). Lessees will be
required to separately recognize the inferest expense on the lease liakility and the depreciation

expense on the nghf-of-use asset. ‘



Lessees will be alsa required to remeosure the lease liakiity uoon the occurence of certain events
[e.g.. d changs in the lease term, a change in future lease payments resulting from o changes in an
index or rate vsed to determine those payments), The lessee will generally recognize the amount of
the remeasurement of the lease liakility s an adjustment 1o the Aght-of-use asset,

Lessor accounting under PEES 16 s substantially unchanged from todoy's accounting under PAS 1/,
Lessors will continue to classity all leases using the same classification principle as in FAS 17 and
distinguish between two types of leases: operating and finance leases.

PERS 14 also requines lessees and lessors o make more extensive disclosures than under PAS 17,

Early application s permitted, but not before an enlity opplies FFRS 15, A lessee can choose to
apply the standard using either a full retrospective or a modified retrospective approach. The
stondord's frandtion provisions permit cerfain reliefs.

The Group is curenily assessing the impact of adopiing FIES 14,
Amendments to FAS 28, Long-term interests in Associotes and Joint Veniures

The omendmeants o FAS 28 clarify that enfities should account tor long-ferm interests in an associate
of joint venture fo which the equity method is not applied using FFRES ¥. An entity shall apply these
amandments for annual reporting peroeds beginning on or after January 1, 2019, Earlier application
is parmitted, The Group is still assessing the impact of adopting these amendments,

Fhilppine Inferpretation IFRIC-23, Uncerfointy over income Tax Treafments

The inferpretation addresses the acoounting forincome faxes when iax treatments involve
uncertainty that affects the application of PaS 17 and doas nof apply fo taxes or levies outside the
scope of PAS 12, nor does it speciically include requirements relating to interest and penalfies
associated with uncertain tax freaiments.

Ihe interpretation specifically addresses the ftollowing:

= Whether an enfity considers uncertain 1ax freatments separafaly

= The assumptions arn anfity makes cbout the examination of tax reatments by taxation
cuthorities

«  How an entity determines taxable profit [tox loss), tax bases. unusaed fax lossas, unusad fox
credits and tax rates

= How an enlity considers changes in facts and circumstances

An entity must determine whether fo consider each uncertain fax treatment separately or together
with one of more other uncertain tax treatments. The approach that better predicts the resclution of
the uncertainty should be folowed.

The Group is curently assessing the impac! of adopling this interpretalion.

Defered effeciivity

Aamendments to FFRS 10 and PAS 28, Sale or Caonfribufion of Assefs befween an Investor and its
Associohe or loint Yenfure

The cmendments address the conflict bebween FFRS 10 and FAS 28 in dealing with the loss of control
of a subsicliary that is sold or contribufed to on assaciate ar joint venture, The armendments clarify
frat a full gair or loss is recognized when a fransfer fo an associate or joint veniure involves a
business as defined in PFRS 3. Business Combinations. Any gain or loss resulting from the sale or
confribution of assets that does not consfitute o business, however, is recognized only to the extent
of unrelated investors” interests in the associate or joint venture,

On January 13, 2016, the Financial Reporting Standards Council deferred fhe onginal effective date
of January 1, 2014 of the soid amendmeants until the Internafional Accounting Standords Boord
completes its broader review of the research project on equity accounting that may resulf in the
simplification of accounting for such fransactions and of other aspects of accounting for gssociales
and joint ventures., The Group is still gssessing the impoct of odopling these amendmeants,

Summary of Significant Accounting Policies

Cument Versus Mon-curent Classfication
The Group presents assets and lakilifies in the consclidated statement of financial pesition based on
cumrant/non-cument classification.

An asset is curent when:

= |t iz expected o be realized or intended fo be sold or consumead in the normal operating cycle

= |tis held primarily for the purpose of frading

¢ |lis expected 1o be reglized within twelve months aller the reporling period, or

s Coshoor cash equivalant unless restncled from being exchonged or usad 1o sellle a liability for al
eqst haalve months alier the reporting period.

All ofther assets are classified as noncurrent.

A liakliby is curent when:

= |tz expected o be iefiled in the normal operaling cycle

# |tis held prirmarily for The purpose of frading

s tis due to be seffied within bwealve months after the reporting period, ar

= There is no uncondifioral dight fo defer the sethement of the Rabslity for of least bwelve manths alter
the reporting period.

The Group clasdfies all other ickiliies as noncurrent. Deferred tax assets and liobilifies are chassified as
nancurrent cassets and liablifies, respeciively,

Cash and Cash Fquivalents

Cash includes cash on hand and in banks, Cash equivalents are shart-term highly liquid invesiments
that are readily carvertible 1o known amaunts of cash with oiginal maturity of three maonths or less from
dafte of acquisition and are subject to an insignificant rsk of chonge in value.

Financial Aszefs and Financial Liabilities

Financial assets and financial iabifties are recognired initially at fair value. Transaction costs are
included in the inificl measurerment of all financial assets and liakiities, except for financial instromenis
measured at fair value through profit or loss.

The Group recognizes a financial asset or a financial liability in the consalidated statement of financial
position when it becomsas o party to the confractual provisions of the instrurment. In the case of a
regular way purchase or sale of financial assefs, recognition and derecognifion, as applicakle, is dome
wiing frade date accounting.

Financial imstrurments are classified as liabilities or equity in accordance with the substance of the
conractual arrangement, Interests, dividends, gains and losses relating o a financial instrument ar a
component that is a financial ability, are reported Qs expense or income, Distriufions o holders of
financial instrument: classified os equity are charged directly to equity. net of any reloted income fax
benefits,

Financial assefs and financial iabififies are classified info the following categaones: financial assets or
fimancial liakilities at fair value through profit o loss, loons and recevakles, held-to-maturity investments,
available-lor-sale financial assels and other financial igbilities. The Group determines the Classiticalion
af its financial instruments al inilial recognifion and, where alowed and aporooriate, re-evalualres this
classification at each financial year-end.
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Financial Assefs

Finoncial Assets af Fair Value through Frofit or Loss [FVPL). Financial assets at fair value through profit or
loss include financial assets held for frading and financial assets designated upon initial recognition as at
fair value through profit or loss.

Financial assets are classified as held for trading if they are acquired for the purpose of selling in the near
terrm, Gains or lossas an inanciol assels held for frading are recognized in the consalidated staternant
of comprehensive income.

Financial assets may be designaied by managemeant at initial recognition s at fair value through profit
or loss when any af the following criteria is met;

= he designalion eliminates or significantly reduces the inconsistent freatment that would olherwise
arise from measuring the assets of recognizing gains of lesses on a different basis: or

v the assets are part of g group of financial assets, financial iaoiities or botn which are managed and
their performance are evalualed on a fair value basis, in accordance with a documented risk
management arinvestiment strategy: or

» the finonciaol instrument contains an embedded dendvative, unless the embedded derivative does
nat significanty modily the cash flows ar it is clear, with lithe or no analysis, that it waould not be
separately recordaed.

Dervative instruments are also classitied under this categaory unlass they are designated as eftective
hedges under hedge accounting. Assets classified under this category are carmied at fair value in the
consalidated statement of financial position.

As al December 31, 20017 and 2014, the Group hos no financial assets and lakilities at PYPL

Derivafive Fnancial instrurments. Dedvalive instruments are initially recognized at fair value an the date
in which a derivative fransaction is entered into or bifurcated, and are subsequently re-measured at fair
volue. Derivafives are camed as assets whan the fair value is positive and as liabilities when the fair
value is negative.

Derivafives embedded in host contraocts are accounted for as separate derivatives when their risks and
characteristics are not closely related o those of the host contracts and the host contracts are not
carmied at far value. These embaedded dervatives are measurad at fair value with gaing of losses anising
from chonges in fair value recognized in fhe consalidated staterment of comprehensive income,
Reassessment only occurs if there is a change in the terms of the contract that significantly modities the
cash flows that would ofthersise be required.

The Group has noe Bifurcated embedded dedvatives as at December 31, 2017 and 2014,

Loans and Receivables. Loans and receivable: are nonderivative financial assets with fised or
determinable poyments that are not quated in an active market, After initial measurermeant, such
financial assets are subsequently measured at amertized cost using the effective inferest rate (EIR)
meathod, less impairment. Amaortired costis calculated by taking inte account any discount or premium
on acquisition and fees or costs that are integral part of the effective inferest, Gains and losses are
recognized in the consolidated statement of comprehensive incomes when the loans and receivables
are derecognized or impaired, as well as through the amorfizafion procass, The effective interest
amaortization is recorded in “Interest incorme” account in the consolidated statement of comprehensive
incoma, Asscisin this cotegory are included in the current assels, excopt for maturtics mane than

12 months after the end of the reporting period, which are classified as noncurrent assets,

This categary includes the Group’s cash and cash equivalents, frode receivabiles from sale of
condominium units and lease, advances to officers and employees, other receivables, refundable
deposits and restricted cash (zee Notes 7, B and 10).

Held-fo-Maturity lnvestments. Non-dernvative guofed linancial cssetls with fixed or determinable
paymonts ond fixed maoturty are clossificd as held-to-rmaturity when the Group has the positive infention
and ability to hold to maturity, After initial measurement, held-to-maturity investments are measured ot
amorfized cost usng the EIR melthod, less impairment. Amorfized cost s calculated by faking into
account any discount or premium on acguisition and fees or costs that are an integral part of the EIR.
The EIR armorfization is included ininferest income in the consolidated statement of comprehensive
income. The losses arising from impairment are recognized as interest expense in the consclidated
stoterment of comprehensive income.

The Group has no held-to-maturity investments as af December 21, 2017 and 2016,

Availoble-for-sale Financial Assefs. Available-for-sale financial assets include eguity and debt securities.
Equity investments classified as availoble-for-sale are those that are neither classified as held for trading
nor designated at fair value through profit or loss, Debt securties in this cofegony are those that are
intended fo be held for an indefinite period of time and that may be sold in response fo needs of
liquidity orin response to changes in the market conditions.

After inlial recognition, avalable-for-sale inonciol assels are measured al fair value wilh urvealized
gains ar losses being recognized as other comprehensive income in the consclidated statement of
comprehensive income until the investmeant is derecognized or unfil the investmeant is determined fo be
impaired at which fime the cumulative goin or loss previoudy reporied in ofher comprehensve income
section is fransfered fo other income [expenses) section of the consolidated statement of
comprehensive income. Invesiments in equily instruments that do not hove a quoted morket price in
an aclive marke! and whose fair values cannol be reliably measured are valued af cost, Assats under
this category are classified as curent assets if the Group intends to hold the assets within 12 months from
financial reporfing dote ond as noncumrent assets if it is more thon a year from financial reporting date.

This category includes moinly the Parent Company's investiments in Manila Pole Club shores ond
Merclco pretferred shores [see Nate 1],

Financial Liakilities

Financial Linbilifies at Foir Volue through Profit or loss. Finoncial iabilities one clossified in this categony if
fhese resull from trading activilies or dervatives transaction that are not accounfed for as accounting
hedges, or when the Group elects to designate a financial liability under this category.

The Group has no inancial liobilities at fair value through profit or loss as at December 31, 2017 and
2016,

Other Financial Liabilties. The Group's financial lickiities classitied under this cotegery include meinly
interest-bearing loons and borowings, Al loans and borowings are inifially recognized af the fair value
of the consideration received less directly attibutable ransaction costs, if any,

After initial recognition, interest-bearing leans and borrowings are subsequentty measured at omeortized
cost using the effective infercst mathod.,

Gains and losses are recognized in the consolidated stalement of comprehensive incame when the
liabilities are derecognized as wel as through the amortization process.

This category includes the Group's trade and other payables |excluding statutory payables), interest
bearng loans and borawings, insfaliment payable, retention payable and secuwity deposits
[see Noles 15, 14, 17 and 18).

Fair Value Measurement

The Group measuras finoncial insfruments at fair value ot each finoncial repaorting date, The fair value
information of certain finoncial and nonfinancial assets and liabilities are also required to be disclosed in
the consalidated financial statements.
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Fair value is the price fhal would be received fo sell an asset or paid to fransfer a liaility in an orderly
transaction between market participants at the measuremaent date. The fair value measurement is
based on the presumtion that the fransaction ta sell the asset or fransfer the lakdlity takes place either:

» In the principal marke! for tha assel ar liakility, or
' In the absence of a principal market, in the most advantegeous market for the asset or ligbility.

The principal or the most advantageous market must be accessible to the GGroup.

The fair value of an asset or a liakility is measured using the assumptions that market pariciponts waould
usae when pricing the asset or labiliby, assuming that morke! parlicipanis act in their economic beast
interest,

A fair value measurement of a nonfinancial asset takes into account a market parficipant’s abiity to
generate econoemic banefits by using the assel inits highesth and best use or by seling it 1o anather
markel parficipant thal would use the asset inils highest and best use.

The Caroup wuses voluation technigues that are appropriate in the circumstances ond for which suficient
data are available to measure fair value, maximizing the use of relevant observable inputs and
minimizing the wse of unabserdable inputs,

All assels and obilities for which faoir value is measured or disclosed in the consclidated finaonacial
staternents are categorired within the fair value hierarchy, described as follows, based on the lowest
level input that is significant to the fair value measurement as g whole,

The Group uses the following hierarchy for determining and disclosing the fair value of assets ond
licatailities by valuation fechnigue;

Level | - Guoted (unadusted) marke! prices in active markets for identical assets or liabilities

Level ? — Valuation techniqueas for which the lowest level input that is dgniticant to the fair value
measuremeant is directly or indirecily obsarvable

Lewvel 3 - Valuation techniques for which the lowest lovel input that is Egnificant to the fair valuc
meacsurernent is unobservable

For assets and liabilities that are recognized in the consolidated financial statements on a recuring
basis, the Group determines whather fransfers have occurred bebween levels in the hararchy by
re-assessing calegonzation (based on the lowest level inpul that is significant to the fair value
measurement as a whole) at the end of each reporting period.

For the purpose of fair value disclosures, the Group has determined classes of assets and Fabilities on the
basis of the nature, charactarnistics and risks of the assel or liabiity and the level of the fair valuse
hiercrchy as explained above.

Dy | Profif. Where the fransaction price in a non-active market is different from the fair value of other
observable curent market fransactions in the same instrument or based on a voluction technique
whose variables include only data from abservable marke!, the difference betweean the tfransachion
price and fair value (o Day 1 profit] is recognized in the consclidated statement of comprehensive
income unless it qualifies for recognition as some other type of asset. In cases where unobservable data
is used, the difference between the ransaction price and model value is anly recognized in the
consolidated staterment of comprehansive income whean the inputs bacome observable or when the
instrument is derecognized. For each fransaction, the Group determines the appropriate method of
recognizing the Day 1 profit amount. The Group has determined that the discounted cash flow analysis
using credit-adjusted Philipping Dealing and Exchange Corporation (PDEx] inlerest rates is appropriate in
determining the fair value of retentfion paoyaoble, with the Doy | profit treated as a reduction from “Land
and development costs” as these are directly related fo project development [see Naotes ¥ and 15).
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Ottsetling of Financial Instrumenis

Financial assets and financial fabilties are offset and the net amaount i reported in the consolidated
staterment of finoncial position if, and only i, there is a curently enforcechle legal ight to offset the
recognized amaunts; and there is an inlenfion o settle on a net asis, o fo redlize the assets and settle
fhe liakilifies simulfansously, The Group assesses that it has a curenily enforceable right of offset if the
right is not contingent on a tuture event, and is legally entorceable in the normal course of business,
event of default, and event of insclvency or bankruptoy of the Group and all of the counterparties.

Financiol Assets. Afinoncial asset jor, when applicable, a part of a financial asset or part of a Group of
similar financial assets) s derecognized when:

= fhenght fo receive cash flows rom the asset has expired; o

e Group has transferaed its rght to receive cash flosws from the asset or hos assumed an obligation
to pay the received cash flows in full without material delay to a third party under a "pass-through”
arrangement; and either [a) the Group has fransferred substantially all the risks and rewards of the
asset, or (b) has neither fransfered nor retained substantially all the risks and rewards of the asset,
but has fransfermed control of the assat.

When the Croup has fransterad its right to receive cash flows from an asset or has entered info o pass-
through arangement, it evaluates if and to what extent it has retained the dsks and rewards of
ownership, wWhen it has neither ransferred nor retained subslantialy all of the isks and rewards of The
asset, nor fransfered control of the asset, the assel s recognized to the extent of the Group's conlinuing
invalvernant in the asset, In thot case, the Group also recognizes an associated liakility, The fransferrad
asset and tha associated liability are measured on a basis that reflects the dghts and abligations fhat the
Group has retained.

Conlnuing involvement that fakess the form ol g guarantee over the ransfarred asset s measured al the
lower of orginal camying amount of the asset and the maximum amount of consideration that the
Croup could be required to repay.

Finoncicl Liabilfies, A financial fability is derecognized when the obligation under the liakiiby is
discharged or congelled or hos expired

When an existing financial ligkility s replaced by anather from the same lender on substanfially different
ferrms, ar the terms of an exsting Bability are substantially modified. such an exchange aor modification is
treated as a derecognition of the eriginal akility and the recegnition of a new liability. The difference in
the respeciive carrying amounts is recognized in the consolidated stalement of comprehensive income.

Classification of Financial Instruments Beheveen Liobility and Bouiby
A, financial instrument is classified as a liabiiby i il provides for g contraclual obligotion to:

= Deliver cash or ancther financial asset to anather entity; or

o Erchange finoncial assels ar financial kabilities with anather entity under conditions that ore
potentially unfavorable to the Group; or

= atisfy the obligation othar than by the exchange of a fived amount of cash or another financial
asset for a fiked number of own equity shares.

If the Group does not have an uncendifional fght to avoid deliverng cash or another finoncial asset to
seftle its controctual obligafion, the abligation meets the definition of a financial [otility. The
compaonants of isuved financial instruments that contain both liability and equity elemeants are
accountad for separalely, with the equily componant baing assignad the reddual amaount alier
deducting from the instrument as a whole the amount separately determined as the fair value of the
liability componant on the date of issue.
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Impairment of Financial Assels
The Group assessas at each financial reporting date whether a financial asset or group of financial
assefs is impaired,

Assets Comed of Amortized Cest. If there is objective evidence that an impairment loss on loans and
receivables caried al omorized cost has been incumed, the amount of 10ss s measured as the
difference between the assel’s carying amount and the present value of estimated future cash flows
discounted at the financial asset’s onginal effective interest rate, The camying amaunt of the asset shall
be reduced either directly or through the use of an allowance account. The amount of loss shall be
recognized in the consolidated staterment of comprehensive income.

The Group first assesses whether objective evidence of impaimment axists ndividually for fnanciol assets
that are individually significant, or collectively for financial assets that are not individually significant, 1Fit
is determinaed 1hat no objaclive evidence of impairmeant axists Tar an individually assessed financial
assef, whether significant or not, the asset is included in a group of financial gssets with similar credit nsk
characteristics and that group of finoncial assats is collectively assessed for impairmeant. Assets that are
individually assessed for impairment and for which an impairment loss is or confinues to be recognized
are not included in a collective assessment of impairment, The Group considers breach of coniract,
such as default or delinguency in interest or principal payments as objective evidence that a financial
asset or group of assets is impaired. For both specific and collective assessment, any collateral and
credit enhancement are considerad in determining the amount of impairment loss, The carying
amount of an impaired finoncial asset is reduced through an afowance account.

If, in o subsequent perod, the amaount of the impairment o5 decreases and fhe decreose con be
refated objectively fo an event accuring ofter the imoairment was recognized, fhe previously
recognized imparment loss is reversed, Any subsequent reversal of an impairment lass is recognized in
the consolidated statement of comprehensive income, to the exdtent thal the carying value of the asset
does not exceed its amortized cost at the reversal date.

Financial assets, particulardy frade receivables, are written off to the extent of the amount determined

by management to be uncollactible. Those with pending cases in court are recommendad for write-off,

subject o management’s cpproval,

Assets Comed of Cost, If there is objective evidence that an impairment loss on an unquoted equity
instrument that is not camed af far value because its fair walue cannot e reliably measured, or on dg
denvative assel that s inked to and must be setlled by delivery of such an unguoted equily instrurment
has been incurad, the amount of loss s measured as the difference between the assel’s camying
amount and the present value of estimated future cash flows discounted at the curent market rate of
returm for a smilar ironcial assef,

Availobie-for-Saie Finoncial Assefs, The Group freals available-for-sale finoncial assets as impored when
fhere has been a sgnificant or proalonged declineg in the foir value below its cost or where ofher
objective evidence of impairment exists, If an availlable-for-sale financial asset is impaired, an amount
comprising the difference between its cost (net of any principal payment and amoartization] and ifs
cument fair value, less any impairment loss previouwsly recognized in the consolidated statement of
comprehensive income, is ransfered from other comprehensive income to orofit or loss in the
caonsolidated statement of comprehensive income. Reversals inrespect of equity instruments classified
a1s available-for-sale are not recognized as port of prafit or loss but as part of other compreheansive
income in the consolidaled slolemean! ol comprahensive income. Reversals of impairment losses on
debt instfruments are generally reversed through the consolidated statement of comprehensive income
s part of profit or loss if the increase in fair value of the instument can be objeciively relofed to an
event accurning affer the impairment loss as recognired in the consalidated statement of
comprehensive income,

Land and Development Costs and Condaminium Units for Sale

Property acquired or being constructed for wale in the ordinary course of business, rather than 1o be held
for rental or capital appreciation, is held as inventory and is measured at the lower of cost and net
realizable value [MRY).
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Cost includes:

= Land cost

= Aamounts paid to confractorns for construction

= Bomowing costs, planning and design costs, costs of site preparation, professional fees, property
franster taxes, construcfion overheads and other related costs

MEV is the estimated selling price in the ardinary course of the business, based on marked prices af the
reporting date, less specifically idenfifichle estimated costs of completion and the estimated costs of
sale. As aft veor-end, condominivm units for sale are stated of cost.

Land acquisitions expeched o be lounched beyond the following year are presented as “Land held for
future development” in the consolidated staterments of financial posifion.

Advances to Contractors

Advances to contractorns represent advance payments on services to be incurred in connection with
the Group's cperations. These are capifalized to projects under “Land and development costs”
account in the consalidated statement of financial position, upon actual receipt of serviceas, which is
ricrmally within 12 monihs o within the normol operafing oycle, These are considerad as nonfinonacial
instruments as these will be applied against future bilings from contractors normally within one year.

Investrment Properties

Investment properties represent land, building, sfructures and improverments of the mall (the " Power
Plant”], § Rockwell, other structures held for leaze within the Rockwel Center and The Grove, and land
held tor appreciation. These, except land, are measured initially at cost, including transaction costs, less
accumulated depreciation and any impairment in value. The carying amount includes the cost of
replacing port of an existing investmeant property at the time that cost is incured if the recognifion
criteria are met and excludes the costs of day-to-day servicing of an investment properly. Land s
camed at cost {initial purchose price and other cosfs directly afttnbutable in bringing such assefs to iis
wiorking condition) less ony impairmant in value, Depreciation s colculoted on a straight-line Easis over
the estimaied useful lives of invesiment properties, except for lond. Invesiment properties are estimoted
to have o wseful ife of 5o 35 years,

Investment properties are derecognized when eithear they have been disposed of or whan fhe
imveastment property is permanently withdrawn from use and no future econcmic benefit s expected
from its disposal. The difference between the net disposal proceeds and the camying amount of the
assel is recognized in the consolidated staterment of comprehensive income in the period of
derecagnition,

The investment properties” estimated useful lives and depreciation methoed are reviewed at each
financial year end, and adjusted prospectively if appropriate, at each financial year-end to ensure thot
the periods and method of depreciation are consistent with the expected pattem of economic benefits
from the items of investment properties,

wWhen each major inspection is performed, its cost is recognized in the camying ameunt of the
investment property as a replacement it the recognition critera are satistied.

Transfers are made to investment property when, and only when, there is o change in use, evidenced
by ending of owner-occcupation or commeancement of an operating lease to another parfy. Transfers
are made from investment property when, and only when, there is a change in use, evidenced by
commencament of owner-gocupation of commencomant of development with a view 1o sala, These
transfers are recorded wsing the comying amount of the investment property af the date of change in
LIse,

Transters between investment property, owner-occupied property and inventories do nat change the
camying amount of the property transfemed cnd they do not change the cost of that property tor
measurement or disclosure purposes.



Invastment properties in orogress pertain o projects under construction and are stated at cost which
includes cost of construction and other direct cosfs. Investmeant properties in progress are nod
deprecioted unbl such fime that the relevant assets are completed and become available for
aperdlional use.

Froperty Acquisifion

When property is acouired, through comporate acoguisitions or otherwise, menagement considers the
substance of the assets and actlivities of the acguired entity in determining whether the acquisition
represents an acguisition of a business,

When such an acquisiion is not judged o be an acquisiion of o business, it is not reated as o business
combination. Rather, the cost to acquire the entity is allocated between the identificble assets and
[labilities of the entity based on their relative fair values at the acguisition date. Accordingly, no goodwill
or additional defered tax anses.

Investment in Joint Venture

The Parent Company recognizes its inferest in a joint venture as an investment and accounts for the
investment using the equity method, Under the eguity method, the invesiment in joint veniture is camied
in the consalidated statemeant of financial postion af cost adjusted for post-acquisifion changes in fhe
Farent Company’s share in net assets of the joint venture, less any impairment in value, The
coansolidated statement of comprehensive income retflects the Parent Comparey's share in the resulls of
operafions of the joint venture, Distibutions received from joint venture reduce the canying amount of
the investment. Unrealzed gains arising from transactions with the joint venture are eiminated fo the
extent of the Parent Company's interest in the joint venture against the related investrment, Unrealized
losses are eliminated similary but only to the extent that there is no evidence of impairment of the asset
transferaed. The financial statermeants of the joint venture are prepared for the same reporting period as
the Parent Company, using consistent accounting policies.

Upon loss of joint contral, the Parent Company measures and recognizes ifs remaining investrment at its
fair value. Any difference bebtween the carrying amount of the former joint controlled enfity upon loss of
joint canfral and the fair value of the remaining investment and proceeds from dispoesal is recognized in
the consolidated statement of comprehensive income, When the remaining investment constifutes
significant influence, it is accounted for as an investment in an associate,

Property and Equipment

Froperty and equipment, except land, is stated at cost, excliuding the costs of day-to-day servicing, net
cf accumulated depreciation and/or impairment in value, if any. Such costincludes the cost of
replacing part of such property ond eqguipment, if the recognifion crteria are safisfied. Al other repair
and maintenance costs are recagnized in the consolidated statement of comprehensive income as
incured,

Land is caried af cosl (inilial purchase price and ofher costs directly attritsulable in beinging such assets
to its wiarking condifion) less any impairment in value.

Depreciation and amartization is calculated for each significant item or part of an item of property and
equipment on a straigh!-ine bass over the folowing estimaled wselul lives:

Buildings and improvements 1 540 years
Cifice furniture and other equioment 1=-10 years
[ransportation equipment -5 wears

Fully depreciated property and eguipment are refained in the accounts undil they are no longer in use
and no further depreciation is charged to current operations.

An item of property and equipment and any significant part initially recognized is derecognized upon
disposal or when no future economic benefits are expected from its use or disposal. Any gQain or loss
arising from derecognition of the asset [colculated as the difference between the net disposal
proceeds and the camying amount of the asset) is included in the consclidated statemant of
comprehensive income in the year the asset is derecognized.
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The assets’ residual values, estimated useful lives and depreciation and amertization method are
reviewed at each financial year end, and adjusted prospectively if appropriate.

When each major inspection is performed, its cost is recagnized in the camrying omaount of the property
and eguipment as a replacemaent it the recognition criteria are satisfied.

Canstruchian in progress pertains o serviced apartments under canstruction and is stated ot cost which
includes cost of canstruciion and other direct costs, Construction in progress is not depreciated unti
such fime that the relevant assets are completed and become avoilable for operational use. Upon
completion, it will be deprecioted over o period of 5 to 25 years.

Impairment of Nonfinancial Assets

The Group assesses at each reporting date whether there is an indication that o nonfinancial asset
(... Invesiment propertfies, investimeant in joint venture and property and equipment) may be impaired.
If any suchindicalion exists, arwhen annual impairment festing for an asset s required, the Group
estimaies the asset's recoveroble amount. an assel’s recoverable amount is the higher of an asset's or
cash generating unit's (CGU) fair value less costs to sall ond its value in use and is determined for an
individual asset, unless the asset does not generate cash inflows that are largely independent of those
from other assets or groups of assets, When the camying amaount of an asset or CGU exceeds its
recoverable amount, the asset or CGU is considered impaired and is written down to its recoverable
amount. In assessing value in wse, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money and
the risks specific to the asset. In determining fair value less cost to sell, recent market transactions are
taken intc coccount, it gvailable. If ne such transaction: can be identitied, an appropriate valuation
model 5 used. These calculations are comaborated by voluation mulfiples, quaoted share prices for
publicly froded subsidiares or other available faor value indicators,

The Group bases its impairment calculation on detailed budgets and forecast calculations which are
prepared separaiely for each of the Group’s CGU to which the individual assets are allocated, Those
budgets and forecast calculations generally cover a penod of five yaars, For langer periods, a long-
term growth rate is calculated and opplied to project future cash flows after the fifth vear.

Impairment lossas are recognized in the consolidated stotement of comprehensive income in those
expense categories consistent with the funclion of the impaired asset.

An assessment is made at each reporting date as to whether there is any indication that previously
recognized impairment losses may no longer exist or may have decreased. If such indicafion exists, the
recovarable amount is estimaled. A previously recagnized impairmeant lass is reversed only if there boas
been a changes in the aestimates used to determing the agsset’s recoverable amount since the last
impairment loss was recognized. The reversal is imited so that the camying amount of the asset doeas not
exceed iFs recoverable amaounts, nor exceed the camying amount that would have been determined,
net of depreciation and amarfizafion, had noe impairment ass been recognized for the asset in prior
wears, Such reversal is recagnized in the consalidated statement of comprehansive income,

Revenue and Cost Recognition

Revenue is recognited to the extent that it is probable that the econamic baenefits will flow to the Group
and the revenue can be reliobly measured, regordiess of when the paoyment is being made. Revenue is
measured at the far value of the consideration received or receivable, taking into account
confractually defined terms of payment. The Group aisesses ifs revenue arangements against specific
criteria to determine if it is octing as principal or agent. The Group has concluded that it is acling as o
principal in all of its revenue arongements. The folowing specific recognifion criteria muost also bhe met
before revenue is recognized:

jafe of Condominium Units. The Group assesses whetherit is probable that the economic beneafits wil
flow to the Group when the sales prices are collectible, Colleciability of the sales price is demonshrated
by the buyer's commitment to pay, which in turm s supported by substantial initial and confinuing
investments that give the buyer a stake in the property sutficient that the sk of loss threugh default
motivates the buyer to honor ifs obligation to the seller. Collectability is also assessed by considering
factors such as the cradit stonding of the buyer, age and locafion of the property.
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Kevenue from sale of completed real estate projects is accounted for using the full accrual method.

For revenue fram sales of uncompleted real estate projects. in accordance with Fhilippine Interpretation
Committes Q&A No. 2004-01. the percentage-ol-completion method is used to recognire income from
sales of projects where the Group has matencl obligations under the sales contract to complete the
project after the property is sold, the equilable interest has been ransfered to the buyer, construchion is
beyond praliminary stage (ie., enginesing and design work, execution of construction confracts, site
clearance and preparction, excavalion, and completion of the building foundation are finished]. and
the costs incured or to be incured can be reliobly measured. Under this methoed, revenue s recognired
as the related obligations ara fulfilled, measured principally on the basis of the estimated complation of
0 physical propaorfion of the contract work,

If any of the cifera under the full accroal or percentage-of-complelion method s not mel, the deposit
mathod is applied unfil all the condilions for recording o sale are mat. Pending recognifion of sale, cash
recavad from buyers is recognized as “Depaosits from pre-selling of condominium units” account under
"Trade and other poyvobles” account in the consclidated staterment of tinancial position (see Note 17).

Any axcess of collections over the recognized recoivables are presented as part of “Trade and other
poyables” acoocunt in the consolidated stafement of financial position (see Mote 17).

Cost af real estale sold is recognized consistent with the revenue recognifion method applied. Cost of
condominium units sold before complelion of the development is determined on the bass of the
acquisition cost of the land plus its tull development costs, which include estimaled costs for future
development works, as determined by in-house technical staff,

The cost ot inventory recognired in profit or loss on disposal is determined with reterence to the spacitic
costs incured on the property, dlocated 1o saleqble areg bosed on relative size and takes into account
the percentage of complelion used for revenue recognifion purposes,

Confract costs include al direct materials and labor costs and those direct costs relofed to contract
performance. Expected losses on contracts are recognized immediately when it is probable that the
total confract costs will exceed total contract revenue. Changes in contract performance, confract
conditions and estimated profifabiity, including thase arising from contract penalty provisions, and final
canfract setflemants which may resull in revisions to estimated costs and gross marging are recognized
in fhe year in which the changes are determined,

Other costs incured during the pre-seling stages fo sell real estate are capifalized as prepaid costs and
shower as part of “Other curent assets” account in the consolidated statement of financial position it
they are directly associated with and their recovery is reasonably expected from the sale of real estate
that are inifially being cccounfed for as deposits (see Note 10), Caopitalized selling costs shall be
charged o expensa in the parad in which the related revenuea is recodnized as eamed,

(nferasl, Bevenue is recognized using the elfective interest, which is the rate thal exocty discounts
astimated future cash receipts through the expected life of the financial instrument or a shorter period,
where appropriate, to the net carrying amount of the financial asset. Uneamed discount is recognized
a5 income over the terms of the related financial assets abt omorlized cost e loans and receivables)
J3ing the effective interest method and is shown Qs deduction to the related financial assets,

Lease, Lease income ansing from operating leases on investment properties is accounted foron a
straight-line basis over the legse terms or Dosed on the ferms of the legse, as applicable,

Room Bevenue, Eoom ravenue is recognized when services are performed. Daposits recaeived from
customers in cdvance on rocoms or other services are recorded as liabilities until services are provided to

the customers.,

Cinema, Mall and Ofher Revenues., Kevenue is recognized when services are rendered.

v

tembership Dues (presentfed under Ofher Revenue]. Membership dues are recogrized as revenue in
the aoplicable membership pericd. Membership dues received in advance are recorded as part of
“Trade and ather payables - others” under the curent liokilities section of the consolidaled staterment of
financial posifion,

Incorme from Recreational Faciifies (presentfed under Other Revenue). Revenue is recognized as fhe
services are provided to ar the rights are vsed by the membears.

Cperafing Leases

Leases in which the Group does not transfer substantially all the risks and benefits of ownership of an
asset are classified as operating leases. Initial direct costs incurred in negotioting on operafing lease are
added to the camying amaount of the lecsed asset and recognized over the lease term on the same
bases as lease ncome.

As g lessee

Leqses where the lessor refaing substantially all the risks and benefits of ownership of the assets ana
classfied as operalting leases. Operaling lease payments are recognized as expensa in the
consolidaled statement of comprehensive income or capifalized in the consalidated statement of
financial position (in case of leases directly relaled to construclion) on a straight-line basis over the lease
ferm.

As a lessor

Leases where the Group does not fransfer substantially gl the risks and benetlits of ownership of the asset
are classified as operating leases. Inifial direct costs incured in negotiating an operating lease are
added to the camrying amount of the leased asset and recognired over the lease term on the some
bases as rental income. Contfingent rents are recognized as revenue in the penod in which they are
earmed,

Equity

When the Parent Company issues its par value shares, the proceeds shall be credited to the “Capital
stack” account in the consolidated statement of financial position fo the extent of the par value, with
any excess being reflected as * addifional paid-in-capital” account in the consalidated statement of
financial posifion, Incremental costs directly attributatle o the issuonce of new shares are shown in
equily as a deduction from proceads, nef of fox,

Cher equity adjustments represent the difference between the fair value of the consideration and the
ook value of the shares sold of the nen-controlling interests.

Retained eamings represent the Group’s accumuldfed eamings, net of dividends declared, This
includes the accurnulated equity in undistibuled eamings of the consolidated subsidiaries which are
natl availanle for dividends until declared by the subsicliarias.

Treqsury Shares

Acquisitions of treasury shares are recorded at cost. Own equity instruments which are regcguired are
deducted from equity. No gain orloss is recognized in the consolidated statement of comprehensive
income on the purchase, sale, ssuance of the cancellation of the Parent Company's own eguiby
inshrumeants.

Shore-based Payment Transachons

Employesas including directars) of the Parent Company receive remuneration in the torm of share-
based payment transachions, whereby employees render services as consideration for equity
instruments [equity-settled fransactions],

Equity-settled Transactions. The cost of equity-seftled transaciions with employees is measured by
referance fo the fair value ol the stock options al the date the option is granted. The lair value s
determined using Binomial Pricing Model. In valuing equityv-settled fransactions, no account is token of
any performance condifions, other than the conditions linked to the price of the shares of the Parent
Company [“market conditions”), if applicable.



Ihe cost of equity-settled transactions is recoegnized in profit or loss with a comesponding increase in
“Share-based poyments” acoount in equity, over the peniod in which the performanoe and/for service
conditions are fulliled.

Ihe cumulative sxpense recognized for equity-settled tramsachtons ot each reporting date unfil the
vesting date reflects the extent e which the vesling period has expired and the Parent Company’s
pest estimate of the number of equity instruments that will ulfimately vest at thot date, The costof
share-based payment is recognized in he consclidated stofemeani of comprehensive income as porl of
“Parsonnel expenzes” account under “General and administrotive expenses” accoont.

No expense is recognized for awards that de not ultimately vest.

When fhe ferms of an equity-settled transoclion owaord are modified, the minimom expense recognized
5 the expenze as if the terms had not been modified, if the arginal terms of the oward are met. An
additicnal exponse is recognized for any modification that increases the total fair velue of the share
based payment fransaction, or is otherwise beneficicl to the employee s measured at the date of
modification.

When an equity-selfled oward is cancelled with payment, il is treated as i it vested on the date of
cancellation, and any expense not yet recognized for the award is recognized immediatehy. This
includes any oward where non-vesling condifions within the control of either the enfity or The employes
are not met, Howeaver, if g new award is subsfituted for the concelled award, and dasignated as o
replacement award on the date that it is granted, the cancelled and new awards are treated as if they
were a madification of the original award, as described in the previous paragraph.

The diutive effect of cutstanding oplions is reflected as addilional share dilufion in the comoutation of
diluted earmings per share [see NMobe 3.

Pension Costs ond Other Fmployves Renetits

The Group has g funded, noncontributary deflined banelil pension plan covering all regular and
permanent employvess, The cost of providing benefits under the defined benefit plan is determined
using the projected unit credit actuaricl valuation method.

Defined Benefit Flans, The net defined benefit liobility or asset is the aggregate of the present value of
the defined benefit obligation at the end of the reporting period reduced by the fair value of plan
assets (if any), adjusted for any effect of imiting a net defined benefit asset to the asset ceiling. The
asset ceiling is the present velue of any ecenomic benefits availlable in the form of refunds from the plan
or reduciions in uiure confributions to the plan.

Dafinad benefif costs comprise the following:

= Service cost
v Met interest on the net defined benefit obligofion or asset
»  Remeosurements of net defined benefit obligation or asset

Service costs which include cumrent service costs, post service costs and gains or losses on nonroutine
settlements are recognized as part of general ond administrabive and selling expenses in the
consolidaied stoiement of comprehensive income, Past service costs are recagnized when plan
amendment or curtailment acours.

Met interest on the net defined benefit obligation or asset is the change during the pericd in fhe net
detined benefit obligation or asset that anses from the passage ot time which is determined by cpplying
the discount rate bosed on government bonds to the net defined benefit iability or cssel, Hef interest
on the net defined benefit obligotion or assel s recognized under general and administrative expenses
in the consolidated statement of comprehansive income.

v

Remeasurements comprising ccluarial gains and losses, retum on plan assets aond any chonge in the
effect of the asset ceiling (excluding net interest on defined benefit obigation) are recognired
immediately in other comprenensive income in the period in which they arise. Remeasurements are not
reclassified to profit or loss in subsequent pefiods. BEemadasuremeants recognized in ather comprehensive
incamea ara closed Tarelained eamings af the end of every reporfing pearioc,

Flan assets are assets thal are held by a long-ferm employee benefit fund. Fair value of plan assets is
bhased on marke? price information, Whean no market prce is available, the fair value of plan assals is
estimated by discounting expected future cash flows using a discount rate that reflects both the risk
associated with the plan assets and the maturity or expected disposal date of those assets [or, if they
have no maturity, the expected perod unti the settlemant of the related obligations].

The Group's fight to be reimbursed of some or all of the expenditure required to sotfle a defined benefit
obligation s recognized as a separate asset at far value when and only when reimburserment is virtuglly
certain.

Emploves Legve Enfifiement. Employvee enhitlements o annual leave are recogrized s a labiity whean
they are accrued to the emplovees, The undiscaunted liability for leave expected to be setfled whaolly
before 12 months after the end of the annual reporting parod is recognized for services rendered by
employees up to the end of the reporting period. Employee enfitlerments beyand 12 months ore
recognired as part of the noncument porfion of ofher employee benafits liakbility,

Incorme To

Current Incame Tax, Curen! income 1ox assaets and liabilities for the curren? period are measured at the
amounl expeclted 1o berecovered rom or paid 10 the taxaion guthonty, The tax rates and Tax lows
used fo compule the amount are those that are enacled or substantively enaclted at the finoncial
repaorting date. Cumrent income tax relating to items recognized directly in equity is recognized in equity
and not in the consclidated statement of comprehensive income,

Defered Tox, Deferred tox is provided wsing the ligkility method on femporary differences bebeeen the
fax bases of assets and liabilifies and their caormdang amounis for financial reporting purpases af the
financicl reporfing date.

Deferred tax liabilifies are recognized for all taxable temporary differences. Defered tox asseis are
recognired for all deductible temporary differences and camyforward benefits of unused net operating
loss camyover (NOLCO] and excass of minimum corporate income tax [MCIT) aver regular comporate
income fax (RCIT) 1o the extent that it is probaoble fthat faxable profit will be available against which the
deductible ternporary differences and carryforward benefits of unused NOLCO and excess of MCIT over
RCIT can be utilized. Defered tax assets ond liabilities, however, are not recognized when the
deductible and taxable temporary differences arise from the initial recegnition of an asset or liability in a
transaction that is not a business combination and, at the time of the fransaction, affects neither the
accounting profit nor faxable profit or loss.

The camying amount of deferred tax assets is reviewed at each financial reporting date and reduced to
the extent that it is no longer probable that sufficient fufure taxakle profit will be available o allow all or
part of the deferred tax assels o be Wilized, Urrecognized deferred tax assets are reassessed at each
financicl reporfing dale and are recognized to the exfent that it has become probable thal future
taxable profit will alow the deferred tax assets to be recovered.

Defarred tax assets and liakiities are measured af the tax rates that are expected to apply in the year
whean the asset is realized ar the liability is seffled, bosed an tax rates (and tax laws) that have been
enacted or substantively enacted at the financial reporting date,

Defared income fax relating to items recognized oufside profit or loss is recognized oufside profif or loss,
Deterred bax items are recognized in correlation to the underdying transacfion either in cther
comprehensive income or directly in equity. Defemed tax on share-based payments is recognized
directly in equity.



Ceferred tax assels and deferred tax liakilities are offsel, if a legally enforceable right exists to offset
cumrent tax assets against cument tax licbilities and the deferred taxes relate to the same faxable entity
and the same taxafion guihorny.

Value-added Tax (VAT)
Revenues, expenses and assets are recognized net of the amount of VAT except: where the VAI
incured on a purchase of assets or services is not recoverable from the tax autherity, in which case the
sales tax is recognized as part of the cost of acquisition of the asset or as port of the expense item s
applicable:; ond receivobles and poyables thol are stated with the amount of VAT incloded,

lhe net amount of VAT recoverable from and payable fo the tax auithornty is included as part of “Other
curent assets” and *Trade and other pavables” occounts in the consolidated statement of financial
position. Deterad output VAT, however, is shown separately under “Trade and other payables”
account in the consolidated statement of financicl position.

Deferred input VAT relating to the unpaid portion of the acquisifion cost of the asset expected to be
settled beyond the succeaeding yedr is recognized under “Ofner noncurant assets” accaunt in the
consolidated statement of financial posifion.

Foreign Curreéncy-Denominated Transactions

The consclidated financial statements are presented in Philippine peso, which is the Group's funclicnal
and presentaticn curency. Transactions in foreign curencies are initially recorded at the funclional
cumency rate at the date of the transaction. Monetary assets and labilities denominated in foreign
cumencies are retransated at the functional curency rate of exchange ruling at the financial reporting
date, Mon-monetary items that are measured in terms of historical cost in a foreign curency are
translated using the exchange rabes as af the dates of the initicl fransactions. Non-monefary iterns
rmeasured al fair value in a foreign curency are ranslated using the exchanges rates af the dale when
the fair value was determined.

Borowing Costs

Borrowing costs directly atfributable to the acquisition or conshuction of a qualifying asset are
capitalized. To the extent that funds are borowed specifically for the purpose of obtaining a qualifying
assel, the amount of bormowing costs eligible for capitalizalion on that assel shall be determined as the
actual borrowing costs incurad on that borowing during the perod less any investment income an fhe
temporary investment ot those borrowings. o the extent that f'unds are borowed genernally and used
for the purpose of cbtaining a qualifying asset, the ameount of borowing costs eligible for capitalizafion
shall be determined by apolying a capitalizafion rate to the expenditures on fnat assel. The
capilalization rafe shall e the weighted average of the borowing costs opplicable o the borrowings
of the Group that are outstanding during the period, other than borowings made speacifically Tor the
purpose of obtaining a qualifying asset. The amcunt of borowing costs copitalized during a peried shall
not exceed the amount of borrowing costs incured during that period.

Capitalization of borowing costs commences when the aclivities to prepare fhe assef are in progress
and expenditures and borrowing costs are being incured. Capitalization of borrowing costs ceases
when all the aclivities necessary o prepare the asset for ifs infended use or sale are substantially
complete, If the resulting camying amount of the aset exceeds its recoverable amount, an impairment
loss is recogrized. Al other borrowing costs are expensed in he peanod inwhich ey ooour,

Provisions

Provisions are recognized when ihe Group has a present abligation (legal or consfruciive) as a result of
a past event, it is probable that an outflow of resources embodying the economic benefits will be
required to settle the obligation and a reliable estimale can be made of the amount of the obligation.
When the Group expacts a provision to be reimbursed, such as under an insurance contract, the
reimbursement is recognized as a separate asset but only when the reimbursement is virlually certain, |f
the effect of the fime value of money is materal, provisions are determined by discounting the
expected future cash flows at g pre-tax rate that reflects corrent marke! assessments of the fime value
of money and. where appropriale, the risks specitic to the liability. Where discounting is used, the
increqse in the provision due fo the passage of fime s recognired as an inferest expensea.
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Confingencies

Cantingent iabilities are not recagnized in the comnsoldated finoncial statements. They are disclosed in
the notes to consolidoted financial statements unless the possibility of an outflow of resources
embodying economic baeneafils s remote,. Contingent assels are not recognized in the consolidated
finrancial statements bul are disclosed in nates to the consolidated financial statements when an inflow
of economic benefits is probable,

Evenis alter the Reporling Period

Fostyear-end events that provide additional infomation about the Groug’s financial position at the
firancial reporting date (adusting events) are reflected in the consolidated finoncial statements. Post
yegr-end events that are nat adjusting events are disclosed in the notes to the consclidated financial
statemeaents when matarial,

Basic/Oiluted Eamings Per Share
Bosic eamings per share is calouloted by dividing the net income attributable fo equity holders of the
Farent Compony by he weighted average number of common shares issued and ocutstanding.

Diluted earnings per shore attibutable fo equity holders of the Parent Company is calculated in the
same manner assuming fhat, the weighted average number of common shares cutstanding is adjusfed
for polential common shares from the assumed exercise of canverfible stock options. Cutstanding
convertiole stock opfion: will have a dilufive effect only wihen the avercge market price of the
underlying common shares durng the yeor excesds the exercse price of the opfion. Where the
outsfanding convertible stock oplions have ne diutive effect. diluted earnings per share is the same as
Brasic eamings per share atfribuiakle (o equity haldens of the Parent Company,

segment Reporting

The Group's operating businesses are orgonized ond managed separately info three business activifies.
Such business segments are the bases upon which the Group reports its operating segment information,
The Croup operates in ane geoganhical area where it derves ifs revenue. fnancial information on
segment reporting is presented in Nobe 32.

Significant Accounting Judgments, Estimates and Assumptions

lhe preparation of the accompanying consolidated financial statements requires maonagement to
make judgments, esfimabes ond assumptions that affect amounts reported in the consolidated financial
staterments and related nofes at the end of the reporting pericd. However, uncertainty cbout these
assumpfions and estimates could result in outcomes that require o maternicl adjustment to the carmving
amaunt of the asset and liability affecied in future pernads,

Judgrments

In the process of applving the Group’s accounting policies. management has made the following
udgments, which hove the most significant effect on the amounts recognized in the consolidoied
financial statements:

Operating leasse Commitments, The Group has entered into commercial property leases on its
irvestment praparty particlio, The Group has defermined, based an an evaluahon of the terms and
condifions of the arangemants, that it refains all the significant risks and rewards of ownership of these
properties, which are legsed out under operafing legse arangemenits.

Legse income earned from investment properies amountaed o B1.007.0 milion, B?14.8 million and
FY3.4 millionin 200/, 2016 and 2005, respectively [see BMate 12).

Transfers of Investmenf Properfies. The Group has made fransfers o invesiment properties after
determining that there is o change in use, evidenced by ending of owner-occupation or
commencement of an aparating lease fo anather party. Transfers are made from investmeant properfies
winen, and only when, there 5 a change in use, evidenced by commencement of owner-cccupation or
commencement of development with a view 1o sale. These fransfers are recorded using the carrying
amaunt of the investment oroperties at the date of change in vse,
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Tranzters made to investment properties amounted o P404.7 million and P244.0 milion in 2017 and 2014,
respectively. Transter made from investment properties amounted to nil and P171.2 million in 2017 and
26, respectively [see Motes 7. 12 and 14).

Inferestin a Joint Venture, Monogement hos assessed that it hos joint contral inits joint venture
agreement and both parties have Aghts fo the net asets of the arangemeant, Under the Joint Yenture
Agreement, each party’s shore in any procesds. profits, losses, ond other economic value derved
under the Joint Yenture as well as any economic benefits and losses denved from the ufiization of the
acoess ways and open spaces of the joint veniure property shall be proportional to the respective
financial contributions made by each party [see Mote 13),

Fair Vaolue of Financial Assels aond Fnancial Uabialifies. Entities are required to disclose for each class of
financial assets and liakilities the tair value of that class of assets and liabilities in a way that permits it to
be compared with the coresponding carrving amount in the consolidated statement of finoncial
postion, which requires the use of accounting judgment and estimates. While signiticant components
of far value medsurement are determined wsing verifiable objective evidence [i.e.. foreign exchange
rates and inferest rates), the timing ond amount of changes in fair value would differ with the valuation
methodology used. Any change in the far value of these inancial assets and liabilities would affect the
disclosures made by management. The fair values of the Group's fnancial assets and lakilifies are set
aut in Nolte 30,

Contingencies. The Laroup is currently involved in various legal proceedings. The estimate of the
probable costs for the resolulion of these claims has been developed in consultafion with cutside
counse| handing Ihe defense in these mallers and s based upon an analysis of polential resulis, The
Group currently does not believe these proceedings will have a material effect on the finoncial posifion
and results of operations. |Fis possible, however, that future results of operafions could e materially
affected by changes in the estimates or in the effectiveness of the strategies relating to these
procesdings (see Note 28). Mo provision for contingencies was recognized in 2017, 2014 and 2015,

Estimates and Assumphicons

The key assumptions concerning the future and other key socurces of estimafion uncertginty at the
financial reporting date, that have a significant sk of causing o materol adjustment to fhe camying
amounts of assets and abilifies within the next finoncial year are discussed below, The Group based ifs
assumptions and estimales on parameters available when the consolidaled financial stalements ware
prepared. bBasting crcumstances and assumplions about future developments, howeaver, may changes
due to market changes or circumstances arising beyond the control of the Group. Such changes are
reflected in the assumptions when they occur,

Revenue and Cos! Becognifion, The Group's revenue recognilion policies require management fo
rmake use of estimates ond assumptions that moay affect the reporied amounts of revenue and costs.
This is generally driven by the buyer's commitment to pay and percentage of completicn.

The Group's revenue from sale of real estate is recognized using the percentage of completion
method. This is measured principally on the basis of the esfimoted completion of a physical proportion
of the confract work, and by reference to the actual costs incurmed to date over the estimated fotal
costs of the project,

The Graup has set a certain percentage of collection aver the total seling price in demonstrating the
buyer's commitment to pay. The percentage is representative of the buyer's substantial investment that
gives the buyer a stake in the project sufficient that the risk of loss through default motivates the buyer to
honor ifs obligation fo the Group,

In addition, the Group’s project development costs used in the computation of the cost of real estate
sold are bosed on estimated cost components determined by the Group's project development
engineers. There is no assurance that such use of estimates may not result to material adjustments in
ftire preriocs,

v

Kevenue from sale of condominium unils amounted to B10.8 bilion, BY.4 billion and BA.3 billion in 201 7,
206 and 2015 respectively, while the cost of real estate sold amounted to BE.4 billion, B7.4 Billion and
Bd.d bilion in 2017, 2004 and 2015, respectively [see Note 7).

impairment of Anancial Assets. The Group maintains alowance for doubtiul occounts at alevel
considered agdequate to provide for potential uncollectible frode receivables. The level of this
dllowance is evalualed by management based on the results of the specific and collective assessments
of impairment of fnancial assets, considering the Group's collection experience and other factors that
affect the colectakiiity of the occounts. These factons include, bul are nod limited to, the lengih of the
Group’s relafionshio with the customers. the customers” payment behavior and known market factors.
The amount and timing of recorded expenses for any period would therefore differ depending on the
judgments and astimates made for each year,

Prowision for doubilul accounts amaunted 1o B0.08 milian in 2007, #1.2 milion in 2004 and milin 2005
(see Mote 22). Trade and other receivables, net of dlowance for doubtful accounts, amounted o
Bl4.1 billion and B2.6 bilion as at December 31, 2017 and 2014, respectively (see Note ).

Evcluation of Net Realizable Vaolue of Condorminium Units For Sale and Land Held for Fufure
Ceveloprment, Land held for fulure development and condominium units for sale are camied al the
lower of cost or NEY, The carying value of land held for future development and condominium units for
sale are adjusted when the NEV becomes lower than cost due to changes in estimated selling prices
less cost to sell. Condominium unils for sale, stated al cost, amounted to BA17.3 millicn and

R&20.% milion as al December 31, 2017 and 2018, respechvely. Land held Tor fulre development
amounted to B, 1907 milion and B1.422. 1 milion as at December 31, 20017 and 2014, respechively.

Ezstirmafing Wseful Uves of Investrment Properties and Property and Eguiprment, The weiul life of each of the
Group's invesiment properties and properly and equipment is estimated based on the period over which
the asset is expected to be ovailable for use. Such estimation is based on a collective assessment of
incustry practice. intemal technical cvaluation ond cxporience with smiar assets. The estimated wseful life
of each asef is reviewed perodically and updated f expectations differ from previous estimates due o
physical weaar and tear, technical or commercial obsolescence and legal or other lirmits on the use of the
asset. It s possible, however, that future results of operations could be materially affected by changeas in
the amounts and timing of recorded expenses brought abeut by changes in the factors menfioned cbove.
Areduction in the estimated useful life of any iterns of property and equipment, and investment properties
wolld increase the recorded depraciation expense and decrease investment properties and property and
equipment accounts,

There were no chonges in the estimated useful ives of investment properiies and property and eguipment
in 2017, 2014 and 2015,

Investment properties, net of accumulated depreciation, amounted fo Bl LS billicn and BZ.2 Lillion os atf
Decemter 31, 2017 and 200 4, respeclively [see Mole 12).

Property ond equipment, net of accumuloted depreciation and amortization, amounted to B2.8 billon and
F2.7 bilion as at Decemtzer 31, 2017 and 2014, respactively [soe Mote 14].

Impcinment of Monfinanciol Assefs. PRRES requiras Thal an impoirment revies be performmed whean cerfain
impairment indicators are present. IF any such indication exsts, orwhen annual impairmeant testing for an
asset s required. the Group makes an esfimate of the asset’s recoverable amount.

Datermining the recoverable amounts of investmen! properties, invesiment in joint venture and propenty
and equipment, which requires the determination of future cash flows cxpected to be generatod from
the confinued use and ultimate dispasifion of such assets, requires the use of estimates and assumplions
that can materially affect the consolidated financial statements. Future events could indicate that
investmant properties. investment in joint venture and property and equipment are impaired. Ay
resulting impairment loss could have a material adverse impact on the financial position and results of
operations of the Group.
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The preparation of estimated future cash lows involves significant judgment and estimations, While the
Group beligves that its assurmplions are approprate ond regsonable, sonificant changeas in these
assumpdions may materally affect its assessment of recoverabde values and may lead 1o fufure
addifioral impairment charges under PFRS.

NMoncurrent assets that ore subject to imoairment testing when impairment indicatos are present are as
[ 3 5
Ollows:

2amz 2016
Invesiment properties [see Note 12) R11,668,243 F7927 445
Invesiment in joint ventue |see Note 13) 2881114 B9 249
Fraperty and equipment [soe Note 14) 2841444 2736988

The foair value of The invesiment properies amounted o B28.7 Bilion and #8194 bilkon as af December 37,
2007 and 20148, reipectivaly [sae MNale 17).

Mo impoirment loss was recognized in 2017, 20146 and 2015

Defered Tax Assels. Management usas judgment in reviewing the camying amount of defemad tax cssets.
The camying aomount of defered tax assets s reviewead at each financial reporting date and reduced to
the extent that it is no longer probable that sufficient taxable profit Wil e ovailoble to alow all or part of
such defered fax assels 1o be wlilized, However, there s no assuraonce that sufficient taxable prafit will e
generated to allow all or part of the defemed tax assets to be ulilized.

Defered fax assets recognired in the consalidated statements of finoncial pesition amounted to

2144 4 milfon and B144.5 million as at December 31, 2017 and 2014, respectively. Unrecognized defered
tax assets amounted o PF.4 million and PE.O million as af December 31, 2017 and 2014, respectively

[see Nobe 25).

Fension Costs andg Ofther Emplovee Benelils. The determination of the Group™s obligation and cost of
pension and athar amployves benalits is dependent an he selection of certain assumplions used by
actuares in calculating such amaunts, Those assumplions are described in Mote 24 and includs, among
others, discount rate and expecied rate of salary increase. Due o the complaxity of the valuabion and
its long-term nature, a defined benefit obligation is highly sensitive to changes in these assumptions.

=ension lability and ather emplayes benefits amounted to B144,7 milion and £235.0 million as at
December 31, 2017 and 2016, respectively. jince there is no minimuom funding requirement, the resulfing
net asset or net liakiity recognized in the consclidated statements of financial position was determined
as the lower of the surplus of the plon and the present value of the fulure service cost to the Group

[see Mote 74),

Mon-controlling inferest in Bockwell Primanes Soulh amounted fo B27/9.% million and B297.0 millian as
at December 31, 2017 and 2016, respectively,

B, Incorporation of Rock MEA

O Juby 14, 2007, the Parent Company enterad inta a Jaint venture Agreameant with Mitsui Fudoson
lasic] Ple, Lid, [Mitsul] to develop the resddenticl component of its project in Quezon City called
“Tha Arton by Bockwel”. Inaccordonce with the Agresment, Rock MEA waos incorporated on
August FE 2007 by the Parent Company and Sitsui through 5EA Metro Manila One, Inc, (MEAF) to
handle the development of "The Artan by Rockeell”. A& af December 31, 2017, the Porent
Company awns 805 inferest in Book MEA.

Cosh and Cash Equivalents

This account consists of:

2017 &

Cash on hand and in banks B1.157 297 Bd43, 184
Short-term invesiments 1.405 645 Q6T
2 562 %42 E1,440,880

Cash in bonks cam inferest at the respective bark depaosit rates, Short-term investmenits consist of peso
and dellar-denominated placements made for varying periods of up to three months depending on the
immediate cash requirements of the Group, and earm inferest atl the respectve shorf-term investment
rales,

Interest income eamed from cash in banks and short-term investments amounted ta B1OE million,
Bl 0 milion and 850.0 milion in 2017, #3016 and 2005 respectively (see Nole #1).

Maon-controlling Inferests
a. Acquisifion of Majority Inferest in Rockwell Primoaries 5outh

On December 22, 2014, Bockwell Primaries entered info a Memorandum of Agraemeant with ATR
Haldings, Inc, and Dragon bagle Infemational Limited for the joint and callective investrment in and
acouisiion of all of the outstonding commaon shares of Maybonk ATR KimeEng Capital Pariners, Inc,
IMaybank ATR] in Bockwel Primarnies South, the developer of East Boy Besidences (East Bay) project,
Eocckwell Primaries acquired 1,880,000 common shores, equivalent to 0% ownership inferest,
through a Deed of Aksclule Sale for g consideration of 23211 million (initicl consideration of

B561.46 million plus payment of indemnily premium of BE7.5 million), Initial payment representing 25%
of the purchase price was made of cloding date and the remaining 75% s payable over five years
withy 5% interest por annum (soo Motes S5and 7, The ungaid purchase price of B180.Y millicn and
BZ265.2 million gs at December 31, 2007 and 2014, respactively, is presaented as part of “Notes
payable” under “Interast-bearing leans and bonowings” account in the consolidoted slatemenls of
financiol positon (see MNote 15].

Trade and Other Receivables

This qooount consists of;

207 prurlr
Trade receivables from:
sole of condominium units - net of
noncurent portion of BA17.3 million
in 017 and B1TTEZ milion in 2014 B12 506927 P78
L ease 235,571 123,244
acvances to officers and employess
[s2e Mate 77 40,110 £5,985
Oithers - net of allowance for doubitul aocounis
of B2.0 million in 2017 and B33 million in 2014 548,870 AT AT
E13.371.478 Y519, 1%4

Irade receivables from sale of condaminium units are noninterest-eaning long-tenm receivables with
ferms ranging Trom 1 to 5 years, Unamorfized unearmed inleresl on these receivables amounied fo
B3l billion andg B4l billion s af December 31, 2017 and 2014, respactivaby,



Movements of uneamed interest on rade receivables from sale of condominium wunifs are as follows;

2m7 2
Trade receivables at nominal amount £146,334 289 B13.353, 489
Less unearmead interest;
Balonce af beginning of year 4,117,923 2704625
Unearnaed inferest 451,158 Z699 A0
Amortization [see Note 21) (1.447,038) {1286, 111]
Balonce al end of year 3112043 4117923
Trade receivatyes at discounted amaunt 13,224 244 P 235,566
Trode receivables from sale of condominium units are classified as tollows:
2007 2016
Cument E12,506,927 BY 117318
MNancurent AT 18248
B13,224 244 B7 235 066

rade raceivables from lease reprasent shorf-term receivables from the “Powear Flant™ Mall tenants and
from othor commercial establishments on propertios held for legse within the Bochw ol Contor and The

Grove.

Advances to officers and employeas mainly representing cash advonces o be used tor operations are

nornlerest-beanng and will e lowdated wilkun one yvear,

Other receivables mainky consist of claims from contracior ond receivable from various third parfies.,
The movements in the alowance for doubtful cccoounts of other receivables are as follows:

B S 2007 2006
Balance at beginning of yeaor B3.307 B2.411
Provision during the yvear [see Nola 22) 44 1,223
Rewvarsal of provision [1,223) [527]
Write-off {138) -
Balance ot end of year B2.010 B3.307

¥ Land and Development Costs
This account consists of lond and development costs for the following projects:

2007 2016
Proscenium [see Note 14) B3.4461.074 B4, 1239 845
Eost Bay Eesidences [see Mole 4] 1,263,038 1,145,470
The Arton 1,042 055 HEP H33

Mactan 871,840
[hres Vonlooe B&b 404 A, 458
32 Sansen Phose | & 2 583412 FI2.684
Edodes Suites 440,142 d89 092
Stonewell 180,199 | 38,644
The Grove Phoses 7 & 3 - 404,144
Cithers 182922 H481.415
BS.870.906 B 300,507

Acsummary of the movemeants in land and development costs is s2t oul below:

207 2014

Balonce at begnning of year EF.301,507 BEF23,712
Cost of real estale sold [shown as part

of cost of real estale] (8.550,674) (7,865, 1%2)
Construchon/develapment Cosls incurrad

[see Mote 28) FITIO%3 7006069
Bomowing cosis capifalized

[see Notes 15, 14 and 18) 511.075 330844
Feclassfication to cordominium unifs for sale (459 &4%5) [573.412)
Reclassification from (to] land held for future

development 435,330 (384,784)
MNet transfers to investrment properties

[see Mote 12) (189 547) (244,01 4)
Land acquired during the year &7. 708 1,512,484
Transfer to property and equipment
___[see Mote 14) (1.731) -
Balance at end of year EE.890,906 BY,300 507

Details related to these completed projects in 2017 and on-going projects as at December 31 are as
follows:

Cstimated Cost lo Completbe

Expraciod
Compkelicn Corabroclion
Project Frouclure and Lacotion [aie e P 200
Frascenium:
Kirow Highirise condominism, Bockwell Cenber AE Soperstnuc hure F1.125123 B2 S0 a2
Seaeirn Highirise: condominim, Backwell Cenber 28 Sumerstnuc lurs P32 183 I R
Lincoh Highrise condominiem, Backwoll Cenber AlA Superstuchure a0 487 iR e X
Loreainig Highirse: condominsm, Backwell Conbor bl Sunerstngc hyro HED PR Y L
Gerdoen Willas Midiise condominivm, Fockwell Conler AE Soperstnuchure O RS 2540735
Rasichenr i Faghiriser candomini.am, Backwell Cenler A Eopmershuclure 3 x0a TEY 4 4K BAT
Feast Bory Bessiclence Aichise condominiven, Mun s upa Cily Al Sukatuclure 205112 &1 7 10%
v Catcaves Py Flghinse: < onchiymirdem, Foasig Loily Al oormpdesles - 115
12 Sonwon:
Phuzie | Liovey iz fedidential buldings, Celbu Cily a7 Compleled - 41,437
Phuate 2 Lovee rise reSdentiol buildings. Ceio Cily 2070 Sopearshruclure FE1 TR 1245 Al
The Wonicge Midiie condominium, Pasg Ciry A0 Saparifiuciure 2291400 P R
Eharnaaal Lovse fise redidentiol buldings. Bolangas 2008 Euparshruc lure 43,032 124.31%
bdades Saites Hughnse condominem. Bockwell Cenber il Supearstnac hura 1.279.011 L1613
T Aron - Wipsl Highnse £ oncomiriem. ueacn City A SuostnaC hyre 1,543 840
_ll.'!_l:l.'l]_? 2 l‘"l.l'_‘:':ﬂl Sl

ST onsmuchon Soge o8 O Decomiber 37, 207

Az at December 31, 2017, ofther lond and development costs mainky pertain to land acquisition for the
Botangos project which is expecied 1o ke launched in 2018, As af Decemnizer 31, 2016, other land and
development costs mainly pertain 1o kand acquisitions for projects in Quezon Cily and Batangas
expacted to be launchad in 201 /7.

Other land acquisitions expected to be launched beyend the following year are presented as
“Land held for future development™ in the consolidated statements of financial position.

Az at December 31, 2017, advances to confractors, shown separately in the consolidoted statemeanis of
financial position, mainly pertain fo advances related fo the development of “Proscenium”, *' 32 Sanson
Phose 27, “The Arfon™, “Edades Suites”, “The Vantage” and “Stonewell” projects. as al December 31,
2014, advances to contractors, shown separately in the consolidated statements of financiol position,
mainky pertain fo advances related to the development of "Proscenium™, “The Grove Phase 37,

"8 Rockeel”, "32 danson Phases | and 27, "Edades Suites”, "The Vantage” and “Stenewall” projects.

General borowing cosls on interest-bearing loans and borowings capitalized as part of development
costs amounted o B455.4 million and #2555 million in 2017 and 2014, respectively. dverage
capitalization rate used is 5.03% and 5.06% in 2017 and 2016, respectively [see Note 15).

\ 4



Unguoted Equity Shares

Unguoted equity secuntfies cansist of investmeants in Maralco prefered sharas, which do not hove a
quoted markat price, hence, valued ot cost. Thase shores were issuad to the Porent Company winan
mMeraloo meters were connected and will only be disposed of upan termingtion of service, As at
finoncicl reporting date, the Parent Compoany has no plons of disposing the unquoted equity securifies,

Amarlization of discounl on relention paoyable, copilaired as porl of development cosls, amounled 1o
#3175 milion and B21.2 million in 2017 and 2004, respaclively [see Note 18], Accretion of inferest
freminstaliment payable amounted to B23.2 million and 2541 millon in 2017 and 2016, respectively
[soe MNote 14).

Tofal cash received from pre-selling activities amounted to P243.2 milion and B340.4 million as at
Cecermber 31, 2007 and 2016, respectively (see Nofe 17).

17, Investment Properties

[}, Other Current Assets The rallforward analysis of s account follows:

This account conssts of: wy .
Investmen
. Buldings and Praperties in
201 7 -":lﬂ | '5' Land Irmproe rents P'n:lgnen Tatal
Prepaid costs rB50.842 F/42. 188 Al Jonuary 1. 2017, net of accumuiated
L:rEd!h:Dl'E-" hwrhhl:‘!d ng 1':]:':. 23?,39'& IEE'I"‘I-?E o :-‘.h::-ll.:'-:!:ll_'|l-\'.'-'| ﬂ'?_.“”_-ﬂﬁ'i‘ '2.‘5'.153 PH-,H-E.523 FT.?Z'?,-HE
mF:'UT VAT 206,522 308,344 Construclion cosls [see Mobe 28| - 3396834 8534 3405170
Refundable deposits 174,103 &6, 190 Bomowing costs [see Nofe 15) - - 116,288 114,388
L [nansfars fronn propserky amnd ecuipment
SUFJFJ_IIUB 1 ? 138 14,874 [eae Hata 14] ) - 217.01 - 217,01
Resticled cash - 194,307 Iransfor from land and developrrent cosh
COihers 38 157 A3 FRE [sees Mote 7 1,502 168, 145 - 169 847
= - Reclosificotion - 324553 [L714 %53) -
R1.528.15C AL Depreciation [tee Nate 23] = {189.318) = {189.318)
Al Decernber 31, 2017, et ol cooumokated
Refundable deposits mainly consist of depasits for various planned property acquisitions for future depreciation fL1297) £h.270.880 oAb R R
development,
07
. . . . . i ) . . Inwestment
In 2014, restricted cash represents funds with an escrow agent in complionce with Presidential Decree Buldings and Pr::;iu:;
Mo, %57, as amendead, in connection with the Group’s application for a Certficate of Registrafion and a Land  Improve ments Pragress Tatal
Licanse fa Sall (LTS) with the Housing and Land Use Regulatory Board [HLURB). The proceeds from the Al Jaruasy 1, 2017 o3 191 a6 b 508,08 b3 286 523 b4 488 077
pre-salling of residential development projects, received from the dofe of ssuance of the temporary LT3 ;Si'm_dultul__e__.,m,_;,i;__w s '5_ 12 054 437) o - ;1'115:-.-!.3.:}
by HLURB, are termporarly resticted unlil receipt by the Group of ifs Certificate of Begistration and Nerl coomyirg armeun! FI 191 457 #2451 453 P31 284 523 F7 927445
permanant LT3, The escrow account shall enly e disbursed for purpases of payment of refunds to
- - . ; . : S . . Al Decemiber 31, 01 75
buyers, cancellaltion r:h;rgez ’rf::- the developer, fees, charges c:r".d other ex pe"nze.s incured in the _ st B3 192,971 B11.535.481 B 194,352 B13.925 044
rmanagemeant and adrminisfration of the escrow agent. The restricted cash pertains to “Edades Suites” securmulaled deareciation - 12 256,801} - (2,256,801}
and "East Bay” projects. Nl carryineg amaunt F2.192,971 B9 276 £ P194,352 P11,448 243
2015
riv sl
I'l. Available-for-5cle Investments Bullgings ang  Propertes in
Land bt = ke b | Frogiesd Talal
As ot December 31, this occount conssts of: Al Jomary 1, 7014, net of accumulafed
gepraciction BH.974.755 B2 441 208 RY.9%5.8%6 B4.413.858
Adddifani
2017 2014 Construclion cosls [see Hote 28| 6. .844 1,257,401 1,354,445
Quoted B16,350 B13.500 __Bomoudng ok [sse Feols 1) : : b 84 56,784
- mrsfors rom lond ond development cosls
Unguoted 3,308 3,308 see Mate §) 241,10 4918 248014
F‘?rﬁ.s-ﬂ =3 {lﬁﬂﬂ Transfen to propoerly and cquipment (seo Mote 14) 25,739 a8 B0 (LEE.557)
Transfars to land keld for future developgmeant (2.548) [2.448]
) Reclasification - 3.7 60 |63 760)
Qualed Equity Shares Cepreciotion [tee Mote 73] (212,451 (212,451
This consisis of investment in Manila Polo Club shares, Movemeant in the balance follows: AtDecemioer 31, 2016 ref of securmulated
depreciolion P25 447 P2.451.453 P3.284 525 PP 445
27 20016
Balance at beginning of year 13,500 B12.500
Unrealized goin on fair value adjustments
[egross of lax elfects of BA427 in 2017 and
P00 in 201 &) 2,850 1,000
Ralance al end of yveor El4, 350 F13,500

v



2014

Ireeestrment
Builciings aned Propaeties in
Land __Improsements Proaress lotal
Al Josrwacary 1, 2004
Coosl Pl 55 Fd, 500,880 F1,%958%8 FH, 475,535
Accumuialtod deprocialion LLHSE. ASS) [1.B59.475]
el COrTyINeg G il Fl 704 fhh Frhd AN F 1,7 h BYE P, 615, 858
A Descesmbaer 31, Jila
Ciash F2 %], 46Y L s b N K F1.234,528 L - R
Accumuiabod deprociation PR (20055, 630
Ml g rarnil P w1 449 F7dhl 453 FA AHA 525 P2 A4

Investment properties are camed at cost, Investment properties cansist af the "Power Flant™ sMall

(4.7 hilkon a3 at December 31, 2017 and B30 billion as af December 31, 201 &), ather investimeant
properties held for lease within he Rockwell Center, The Grove, Saniolan Town Flaza, 53 Banilez and The
Rockwell Business Center - Sheridan (B4.7 Dillon as at December 31, 2017 and B4.1 bilion as at
December 31, 20146) and land held for appreciation (BE004 million as al December 31, 2007 and 2016,
respechively),

Investment properfies in progress include costs incumed for the construciion of Proscenium offices and
Artan Stopin 2007 and Mall Expansion, The Rockwell Business Center - Sheridan and Santolan Towr
Flazain 2014, Borowing costs capitalized as part of investment properties amountad to #1143 million
and BY4.8 million in 2017 and 2014, respectively (see Mota 158). Capitalization rates used are 5.03% and
504% In 2017 and 2014, respectively. As at December 31, 3017 and 2014, unamortized borrowing costs
capitalized as part of investment properties amounted to BSOSO millon and B498. 1 million, respectively,

Leqse income earned from investment properties amounted to B1,007.0 million, BZ14.8 milion and
B934 million in 2007, 2016 and 2015, respectively, Direct operating expenses incured amounfed to
B378.4 million, B34%.2 millon and B334.% milfon in 2017, 20018 and 20135, respeclively,

The aggregate fair volue of the Group's Power Flant tall and tall Expansion amounted fo B14.8 billon
and B1 1.8 billion as at December 31, 2017 and 2014, respectively. The aggregate far vaolue of other
invastment properties held for lease within fhe Rockwell Center and The Grove, Rockwell Business Center
Sheridan, 8 Rockwell, S>antolan Town Plara and 53 Benitez, and land held for appreciation amounted to
Bl 1.7 hillion and B/.4 bilion os al December 31, 200 7 and 2014, respaciively,

The faoir value was defermined by independent professionaly gualified appraisers. The fair walue
represents the amount af which the assets could be exchanged between a knowledgeable, willing buyer
and a knowledgeable wiling seler in an arm’s length transaction at the date of valuation.

The value of the mall [excluding the mall expanszion component) and investment properties held for
leqse within the Rockwel Cenfer and The Grove was amved at through the use of the "Income
Approach,” particularly the " Discounted Cash Flow Analysis” which is g financial modelling fechnigue
based on explicit assumptions regording the prospective cash flow 1o a property. This analysis involves
the projection of a series of periodic casn flows to an operating property. To this projected cash flow
serias, an appropriote discount rafe is applied fo establish an indicafion of the present value of the
income stream asseciated with the property being valued.  In an operaling property, periadic cash
Tl is typically estimated as gross revenue less operaling expenses and other outgoings, The seres of
pariodic net operating incames, alaong with an estimate of the terminal value, anficipated af the end of
the projection perod, is then discounfed at the discount rate, being a cost of capital or a rate of return
veed o convert a monetary sum, payable orreceivable in the future, inlo present value. Thisis included
under Level 3 in the fair value hierarchy (see Mote 30).

The value of land held for appreciation and lond component of assets under construciion wos anived
af through the use of the “Market Data Approach.” “Marke! Data Approach™ is based on fhe
assumption thal no prudent purchazer will buy more than wihat ib will cost him to acguire an equally
desirable substitute parcel or site. This approach is primarily based on sales and listings, which are
adjusted for time of sale, location, and general characteristics of comparabile lots in the neighborhood
where the subject lot is stuated. This is included under Level 2 in the fair value hierarchy (see Note 30].

v

The value of asels recently complaled and undergoing consfruclion was anived al through The use of
he *Cost aAporoach”, “Cast Approcach™ is based an fhe amount required areplace the service
capaciky of an asset (frequently reterred o as curent replacerment cast). This approach is opplied by
estimating the amount that currently would be required to construct a subshitute softeore assat of
comparabde wlility, This is incloded under Lavel 3in the fair value hierarchy (see Note 30),

. Investment in Joint Venture

Joint Venture (V] Agreemeant

On saorch 25, 2008, the Parent Company enfered into a 25-year IV Agreement with Mercloo to form an
unincorporated and registered JV (/0% Tor the Parent Company and 20% for Meralcs), referred to as
“unincorporaied V. Under he JY Agreement, the parfies agreed o pool iheir alocated areas in fhe
first pwvo towers of the BPO Building, including the right fo use the land, and to oporacie and manage the
combined properies for lease or any similar arangements to third parties under o common property
management and administralion, Consequently, the Parent Company’s conlribution 1o the
vnincorporated IV s presented as “investrment injoint venture” account in the consalidated statements
of financial podifion. The unincorporated IV starfed commercial operations in July 2007,

In accordance with the terms of the IV Agreeament, the Parent Company acts as the Property Manoger
of the unincorporated V. Management fees recognized by the Parent Company, which is shown as
part of “Others” accountin the consolidated stofements of comprehensive income, amounted to

El.4 millian, B1.5 million and B1.4 million in 2017, 20014 and 2005, respectively (see Molte 27). The
unincorporaled W owil be monaged and operaled in accordoance wilh the terms of the IV Agresmeant
and with the Proparty Management Plan provided for in the )V Agreement. The principal place of
business of the unincorporated IV is at Meralco Compound, Ortigas Conter, Pasig Cily.

On November 25, 2002, Meralco and the Parent Company agreed to revise the sharng of eamings
before depreciation and amortization o 806 tor the Parent Company and 200 for Meralco until 2014 or
wntil certain operational indicalors are reached, whichever comes lirst, Zharing of deprecialion ond
amaortization is proporfionate to their conlriBution,

On Decembaer 4, 2003, Meralco and the Parent Company entered inlo a supplemental Agreement o
the IV Agreement to include their respective additional ights and obligations, including the
development and caonstruclion of the third tower of The BPO Building, Under the Supplemenial
Agreement, Meraloo shall confribute the coresponding use of the lond where the third B8P0 Builcling will
e construched while the Parent Company shall provide the additicnal funds necessary o cover the
construchion costs.

The joint venture's statements of financial position include the following:

amz 2014
Current assets B740,847 B&T1 PAL
Moncurent assels 3,799,749 3,859 344
Current iabilities 256,994 247 995
Moncurent liabilifies 187,742 188101
Cosh and cash eguivalenis &08.,409 553144
Current financial iakilities fexcluding frade
and other payables and provisions) 446,647 &7 282
Moncurrend inancial liobililies (excluding lrade
and other payables and provisions) 137,610 0%, 585
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The joint venture’s stalements of comprehensive income include the following: Olfen
Basbiding Frees g
e wi Ciecy g0t hon e i S
2mz 2004 2015 o i I i ] Ech g Foaipnind Jin Progreti b
Revernile F.!-E-‘?,S?E BATDTES BL19. 759 AF Jarisary | [ R ] Lrh s B A0 B [ B (AR SIRE
CGeneral and administrative hdiom '-T:'-:'-T-:-;-m L 304,17 71,718 31,920 BRI
SXpenses J0.117 24,5903 3833 L 2. [2r.r
Depreciation ond amartization chrvringrran 7 047] [7.047)
ERpRENse 175.40% 178,703 175,625 e ST e A0 A
Interest inceme 9.044 11,255 2,291 L — — e s ' TEr)
Inferest expense 2488 A lalnd Drprecioton and
Provision for income tax 114,479 114,739 85325 | e P R . e
lotal comprehensive income/ Degieesotion ora amortiaton
net income 378,233 343,18/ 244,043 Dl o e et “tanag)
et Baok Valus of Bezerber 31 P T samar b TR

The camrying value of the Parent Company's invastment in joint veniure consists of:
Property and equipment account includes the portion of Edades {in 2017 and 201&) and The Grove

2007 2016 [in 2018) used in the hotel operations. Construction of Edodes Serviced Apartments was completed in

Cost #2,536.671 P2.536.671 November 2014 (see Note 26) while The Grove Serviced Apartments was completed in March 2016, The
Accumulated share in net income: nat book value of Edades Serviced Apariments included in property and equipment acoount

Balance at baginning of yaar 342,558 493,772 amaunted fo BASKIE millon and BAGR T million as at Docomber 31, 2017 and 2014, respectively while tho

Share in net income 264,783 254,230 net book value of The Grove Senviced Apartments included in property and equipment account

Cividend distibuticn (262.8%6) (405, 445) amounted to B297.4 milion as of December 31, 2016

Balance at end of year 344,425 342,558 _ _ o _ o
Carrying value £2.881.116 #7259 24 Bomowing cosls capitalized as part of properlty and equipment omounted o B2.5 million and

BR.E millicn in 2017 and 2014, respectively (seae Mote 15].

Relow is the recanciliafion of the summanzed financial information of the unincorporated )V o the

camgng amaunt of the Parent Company’s investiment therein:
myng pay | 5. Interest-bearing Loans and Borrowings

2017 A6 Ihis cocount consisis of:
MNet assels of the unincarporated |V #4.115.880 BA 13713
Inferest of the Parent Company in the net asset Elfective Inferast Rale 7 2014
af the unincorporated WV 70% MR Cument
Camying amaount of the investment in joint Corporate notes 4 9%, 4.86%, 4.5% lixed R£1.412.000 B1,412 000
venture B2 BB1.114 B7 579,749 Term loan 5.6%. 4.4%. 5.9%. 6.0% fixed,
2.53% floating, 2.59%
) ) ) flgaling 315,125 -
As at December 31, 2017 and 2016, the unincorporated JV has no commitments and confingencies. Notes payable 500 fixect 111 854 106,527

2,038 %79 1.7 18,527

Less unamcetized looan fransoction

. Froperty and Equipment ks 18,945 vy
B2 020014 B1.711.504

The relforssord arnalysis of this occount follows:

Hancurent
N7 Conporale notes 4.9%, 4687, 457 liked £3 140000 B4, 752 (K]
— Clc Temn loon 5.6%, 4.4%. 59%. 6.0%, 58%,
i k] Fureshuri - b r S
ared aed S Tansporlofon CongFuchon S5, & 155, A0 lixed, 2.535%
lorat  Imprewvemseni fquipman Equipmant in Prog Tatel floating, 2.5%% loaling °.484 875 o T, O
Ciosl .
PiT—— 321478 B3 530.072 R1SETRRD BETA.2TF .- B4 524 BTE Bonds poyolkle S.0F30% fined 5,000,000 5,000,000
Actelitern e e e - 141,478 JRETETS LTS 374 4BT pEE T noles payabls BT fixed 117,444 A7 00
Heckmahoabans fom lond and ’ Y o
prmand cosls [se Robe 7] - 1731 - = = 173 17 942 321 3,981 300
Racknahoaban o kard beld lor fobre — v, Lass unarmorized loan ransaction
s il - - - = 5
Feckrnaboat :\;:I-\, fo rreesiimaenl propefies costs 5\3.56? 553513'
|, B Bale 1) - (Zrenny - - - (ran) RI17 BBE 7&52 805 900 440
L - - - [31.031] - [31.037]
A4 Dhc ok 31 217.487 T.444.747 1.470.724 TR A3 375,487 5 005, 701
. 1ohed Depreciahon and
Amorhporbon
A1 Joresory | - 505075 1215 041 162,737 - 1887 BF2
I'.-':“': 1Ak o Sl ST i
|uae Piate 1| = 203073 A=E L] 2a .m0z - 202 3%2
Citeniks - - - [35.831] - [35.837]
A Do 31 - TOE 1RA 1,22 55% T1s, TOE - 2 154 455
tiot dook Wolkse al December 31 R21T 447 ®lTLE E7Y Faal LAT TR R374 4BT (P




Corporafe Mofes

On Movember 27, 2017, the Porent Company entered into g Fixed Rate Carporate Maotes Facility
Agreement [“the Notes”) with First Metro Investment Corporation (FMIC), PMB Capital and Investment
Corporafion, Metropolitan Bank and Trust Company (MBTC) - Trust Bonking Group, and Philipoine
National Bank [PMB) — Trust Banking Group for the B10.0 billon Notes far the purpose of reflinancing fhe
existing B4.0 bilion fixed rate corporate notes and to finance the Parent Company's capital
expenditures and land acquisitions. Details of the drawdown is as follows:

Drawdown Crawdown Date Amount (in Bilfons)
1 January 7, 2013 B4.0

2 March 7/, 2003 20

3 Moy 2013 1.0

4 July 26, 2013 1.5

2 Auaust 27, 2013 1.5
B10.0

The Motes are payable in 22 quartedy payments which started in October 2014, A portion of Tranche 2
amounting ta B1.Z billion is paid annually at 1% of the principal amount from the ssue date for six (&)
yaars while the remaining P4% of the principal amount s payable in 2020, The Notes contain g negative
pledge.

Inferast is fixed up 1o maturdty at 75 o 90 bps over the seven-yedr or ten-vear PDST-F, grossed-up for gross
receipts tax.

Term Loan

On May 25, 2014, the Parent Company enfered info a credit faciliby with PNE amaounting to

B0 billon. The Parent Caompany will pay FO5 of the loan amount quarterly aver the ferm of the loan
ond the balance upon maturity. Detals of drowdowns is as follows:

N, ol

Starl of Principa Cauaarberly Armnount

[ T (S T 4 Iherwediooen ot Flatun by Paawrmant Fapprranis fin Bnlhions]
1 Koy 20014 10 ez Auggus! 2014 3l F1.0

# Auigust A0S £ years Marveminer 201% A0 1.0

3 Eeplambor 2007 Foyoars Decambsor 2179 ol 1.0

1 Oclober 2007 £ oyears January 2020 X 1.0

3 e ermiad 2017 £ oyedis mAch A0 A 1.0

5,0

On June 14, 2014, the Forent Company entered into a credit facility with MBETC ameounting fo
B4.0 billion. The Parent Company will pay /0% of the loan amount quarterly over the term of the loan
and the balonce upon maturity, Schedule of drowdowns are shown below,

o, 01

Slost of Principal Groaricr Armound

Circre oo Drawecdown Dale Pty Payment Payments {n hillions)
| hures A6 F ey seplember FO1E o FIl.0
Z Jurie 2006 10 yezans Seplember 2018 e 1.0

1 Seplermber 2004 # ey Decermiter 2018 0 AR
1 Jurie 2007 10 yezcans Seplember 2018 K 1.0
5 Diciober 2017 10 yences Seplermbeer 20013 s 0.5
4.0

Oin June 14, 2014, Reflalscapes entered into a credit facility with MBTC amounting to B1LD bilion o be
used for the development of Santclan Town Plaza. Retailscapes will pay 705 of the loan amount
quarterly over the term of the loon and the balance upon maturity.

Mo of
Slaart af Principal Lauclerly Armiournd
Loy adiown Urawadown Doate mdoaturiby Foayment Favments |1 hillicans)
1 Jume X114 Ty Soeplomilar HI0E 1] FlLL
3 Koy X115 100 yeecars Seplember F01E A1 )

Bornds Payable

On November 15, 2013, the Porent Company issued B5.0 billion unsecured fixed rate reftail peso bonds.,
The bonds have a term of seven (7] years and one (1] quarter from the issue date, with fixed interest rate
equivalant to 5.0932% per annum. Interest on the bonds will be payable quarterly in amears
commencing on Febroary 15, 2014,

The bonds were offered to the public of face value and were issued in soripless form, with the Philippine
Depository & Trust Corporafion maintaining the Elecironic Registry of Bondholders, as the Regisirar of the
Bonds, Onissue date, the bonds were isted in Philipoine Dealing & Exchange Corporation fo facilitate
secondary froding.

The bonds shall be redeemed at par (or 100% of face value) on February 15, 2021, its maturity date,
unless the Parent Company exercises ifs early redemplion oofion in accordance with cerfain conditions,
The embedded eary redemplion is cleady and closely related 1o the host debt contract; thus, does not
requireg to be bilurcated and accounted or separately from the host confract.

Motes Poyabile

On December 72, 7014, Rockwel Primaries issued promissory nafes to Maybank aTRKE Capital for the
remaining unpaid balance of the acquisition cost of 0% interest in Bockwell Primaries South amaounling
to B421.7 milllion (ses Hote &), Motes payable are payable over five years and bear interest of 5% per
annum and are not secured by caollatenal,

r 2017 and 2016, Rockwell PFimaries made principal payments on the loan amounting to B84.0 million
and BEO.O million, respectively. In 2017 and 2014, interest expense incured and paid amounted to
B13.2 million and B1 7.2 million, respectively, as part of interast expense (see Note 77),

On December 23, 7014, Rockwell Primaries South abtained a loan from Moybonk ATREKE Capital in the
aggregale principal amount of B1 12,7 million o pay off ils obligations 1o a third party pursuant 1o the
termination ol Ihe exsting Joint Venlure Agreement.

Mote: paoyable are paoyable over five years and bear interaest of 5% per annum and are not secured Dy
collateral,

n 2017 and 201 6, Roclowell Fimares South made principal payments on the loan amaounting to
B22.5 million cnd 821 4 milion, respectively. In 2007 and 20164, interest expenze incured and poid
amounted 1o 835 million and B4a million, respectively (soo Mote 22).

Covenants. The loan conbaing, amang afhers, covendants regarding incuring addifional long-term detst
and payving oul dividends, to the extent that such will result in o breach of the required debt-to-equily
ratio and current rafio. As al December 31, 20017 and 2014, the Group has complied wilh these
covenants zee Note 77).

Loan Transaction Cosfs. As at Decemibzer 31, 2017 and 2014, loan fransaction costs cansisting of
documentary stamp faox and underariting fees on the corporafe notes and bonds were capitalired and

prasented as o deduction from the related loon balence,

The movements in the bolonce of the capitalized loan ransaction costs are as follows;

2n7 2014
Balonce at begnning of yvear £55,.881 Ba5 108
Additions 35.000 20,000
Amaortization (see Note 27) (28.347% [19.727)
falance at end of year B72.534 BALHE]




Inferest expense on inferesl-beaning loons and borowings amounied 1o B221.3 million, B370.0 milion and
BA30.2 milliznin 2007, 2016 and 20015, respectively [see Nole 27], Inlerest expense capitalized as parl of
landd and development costs amaunted to B455.4 millicn and BZ55.5 million in 2017 and 2014,
respechively [see MNole ¥). Interest expense capitalized os part of investment properiies amounted to
B11&.3 millicn and B8 milion in 2007 and 2014, respeclively (see Mote 12). Interest axpense
capitalized as part of property and equipment amounted 1o B2.5 million and 888 million in 2017 and
2004, respectively [see Mote 14).

The principal repoayrments of all koans and borowings based on existing terms are scheduled as follows:

Year Amount
FONE RFOGHF/S
A% F63.571
020 2T12875
2021 & 184,875
2022 and onwards 6.481.050

Bl1F %6300

. Installment Payahble

In November 201 1, the Parent Company entered into o Deed of 3ale with Futura Bealty, Inc, for the
purchase of lond for development adjacend fo the Bockeell Cenlear, This is the localion where fhe
“Proscenium” Project of the Porent Company is being consfructed (sea Note 9).

Under the Dead of S3ale, the Parent Company will poy for the cast of the property ininstallmant unfil
2015 and a one-time payment in 2020, As at December 31, 2007 and 2014, the remaining undiscounted
insfallment poyvable duein June 2020 aomounted fo BA5358 million.

The instalment payable and the coresponding land held for development were recorded af present
value using the discount rate of 8%, Accretion of interest expense amaunting to B23.2 milion and
BLd. | million in 2017 and 2014, respeclively, was capifalized as part of land and develzpment cosis
[see Note ¥).

As al December 31, 2017 ond 20146, the camying value of the installment payable amounted to
F545.0 millizn and B521.1 million, respectively,

Instaliment poyabla is secunad by Stand-By Letters of Cradit (SBLC) from MBIC and FMIC fotaling

B2 4 billion until 2020, These SBLC provides for o oross default provision wherein the SBLC shall
automatically be due and payabla in the evant the Porent Company™s afther obligation s not paid
when due or g default in any other agreement shall have cccured, enditing the haolder of the obligafion
o couse such obligafon fo become due prior fo ifs stoted maturity. As at December 31, 2007 and 2014,
thie Parent Company hos not drawn friom e faciliby,

Unarmartized prapaid premium on the SELC as at December 31, 2007 and 2014 amaounting to
B4 million, is presenfed as part of "Prepaid costs” under “Other cument assets” accountin the
consolidated statemants of financial posifion (soo Nate 10).

&g at December 31, 2007 and 2004, the relofed defored input VAT amaounting to B3 million is
recognized as part of "Ofher noncurrent aszsets” account in the consolidated statements of finoncial
posifion. This deferred input VAT will be claimed agains! cutput YAl upon payment of the related
installment pavable,

17, Trade and Other Fayables

This cccount consists of;

207 2014
Troacie B?43.085 BEY 051
Accued expenses;
Project cosis 3.053,104 1,270,158
Interest 412,209 115,371
Tames ond licensas &1,803 5d,43%
Utilities 26,748 428
Producers” share 31,749 24.5%5
Marketing and promotions 3z.28 2EAE
Repairs and maintanance 22 240 13,777
Others [see Notes 18 and 24) 458,144 L&D 509
Cue o related parfies (see Note 27) 527 455 537,550
Defaerred output VAT 1,317,208 WAL FEE
Deposits from pre-teling of condaminium units
[s2e Mote ¥) 262,724 5AD, 340
Curant portions of:
Reotention payable [see Mobe 18] 125138 244,178
Security deposifs [see Note 18] 286723 181.41%
Ceferred lease income [see Note 18] 105178 73567
Excess collections over recognized receivables
[see Mote 4) 389,498 80,740
Advonce poyments from members and
customers 10,824 24377
Output VAT SR 111 50,498
Oihers 14,533 25972
E5.148 %14 B, 638,153

Trade poyables and accrued project casts are naninterest-bearing and are normally setfled on a
30-doy term.

Accorued toxes mainly consist of transfer fees poyvable and taxes pavable other than income tax,
Accrued expenses are normclly setfled within 12 months,

Deposits frem pre-seling of condominium units regpresent cash received from buyers of those projects
with pending recognition of revenue, These are expacied to be applied ogainst receivable from sole of

condaminium unis the following year [see Mote ¥).

Excess calleclions over recognized receivables pertain to Edades Suites, Proscaniuom Larmaine and
Residencesin 2017 and Proscenium Garden Villo and Residences projects in 2014,

Advance payments fram membars and customers mainly include mambership dues received but are
not yet due as of reporting period.



18.

Depaosits and Other Liabilities
This aaccount consisis of:

207 20014

Felention poyable - net of curent parlion of

E1155 milicrin 20107 and B244.2 mlion in

2014 [soe Note 17) £1.024 894 P&1AFET
Securty deposits - net of curent portion of

E284,7 miliarn i 20107 andd BI181.4 mllion in

014 [soo Note 17) 234 747 180,545
Cefterred legse income - net of curent portion

af B105.2 milian in 2007 anc B4 million i

04 [soe Note 17) 110,844 F4811
others (see MNotes 17 and 24) 32,263 25,970
B1.412.750 PHYS, 103

Retention poyabla is the portion of the amount kiled by confracion that s baing withheld as securiby in
case the Parent Compony incurs costs during the defect: and liakility pericd, which is one vear after o
project’s complation. This is subsequently released to the contractors after the said period.

As discussed in Mote 4, the Group uses discounted cash flow analysis to measure the fair value of
refention poyable, The resulling difference between the tronsaction price and fair valee af initicl
recognition is recoegnized in the consolidated statements of finoncial position as a reducfion from " Land
and development costs”. The refention payable is cared at amorfized cost vsing effeciive interest
method. The aomortizotion of discount on retentfion payable s capifalized as part of land ond
devalopmeant cosls while the related project’s construchion s in progress [see Mole F).

The following table shows a reconciiation of unamaortized discount on retention payable as at year-ena.

2007 20014
Balonce at begnning of year R20.414 R20.872
Addifions during the year 85,735 TS
Amoriization during the veor [seae Noie 9 (31,700 21,233
Balkonce at end of yeor B54.44% Pl A

securty deposits mainly consist of the four months deposits poid by mall fenants at the beginning of the
legse term, to be refunded at the end of the contract.

Deferred lease income pertain: to bwio months advance rent included in the initial Billing to moall tenants,
which shall be opplied to the monthly rental at the end of the lease term.

19.

Share-based Fayment Flans

The Parent Company has an Employves Stock Option Plan [ESOQFP)] that was approved by the BOD and
stockhalders on May 2, 20012 and August 3, 20012, respectively. The ESQF is offered to all regular
employees of the Parent Company including employees seconded to other affiiates or other individuals
that the Board of Administraton may decide fo include, The agaregate number of ESOP shares that
rmay be issued shal net al any time exceed 3% of the ssued capital stock or 192,430,881 common
shares of the Parent Company on a fully diuted basis and may be issued upon the exercise by the
eligible participonts of the stack aption plans, The maximum numbers of shares a participant is entited
to shall be delermined o5 o multiple of the gross basic monthly salary based on rank and performance
for the year preceding the aoward. The oplion is exercisable anytime within the Option Term ance
wvasted, The ESOP was approved by the 5EC on December 6, 2012 and was communicated to the
employaes on lanuary 3, 2013,

The terms of the ESOP include, among others, a limit as fo the number of shares o qualified regular
employes Parent Company including employees seconded to other affiliates or other individuals thet
the Boord of Administrators may decide o include may purchase, Oplicons are expected o be gronted
annually over a percd of 5 veaors. COplicns granted are vested after one vear. All qualified porticipants
are given unfil 10th year of the grant date to exercise the stock option.

The primary terms of the grants follow:

Grant dale Jarnuary 3, 2013
MNurmber of aptions granted 43,915,000
Dffer price per share [ 13
Opfion value par shore 143

The tair value of equity-setiled share oplicns granfed is estimated as ot the date of grant using the
binomial cphtion pricing model, taking into account the terms ond conditions upon which the ophions
wiere granfed. The lollowing table ists the inputs to the model used for the oplion grants.

Expected volatility [%) 2654
txercise price (P 1.4
Spot price (P) 2.52
Risk-free interest rate (%) 4.1%
Term ta maturity (years) 10.0
Dividend yield %) 1.%1

The expected volafiily refllects the average historical volatilily of peer companies bosed on o lookback
perod consistent with the term to maturity of the oplion. This may likewise not necessarly be the actual
wilafiiby cutcome. The effects of expecied eary exencise, including the impact of the vesfing period
and blackout periods, are captured in the binomial model. No other features of the option grants were
incorparated into the meawurement of the fair value of the options.

Thare were na share options gronfed o exercised in 2017 and 2014,

A5 atb December 31, 2017 and 2014, the aulstanding ESOP shares are s follows;

207 A4
Humber of grants 63,918,000 A3,718.000
Cancellations (2.732.000) 175,000
Exercised (15,000,000) (15,000,000
Eermaining shares 44.184.000 44,761,000

Asal December 31, 2017 and 2018, iolal shaore-bozed poyvment ransaclions, net of applicable fax,
amaounting to R42.7 milion are presented as “Share-based payments” account under the equity section
of the consalidated stalemeants of linancial position,

200 Equity

g, Copital Shock

Az alt December 21, 2017 and 2016, copital stock consisis of:

Mumber of 3hares Amount

Aufhorized
Common - B par value 8.890.000,000 £8.890.000
Frefered - BOO1 par valus 17,000,000, 000 110,000
19,890,000, 000 £%.000,000




Number of Shares Amount e  [Mvidencs

Issued
Commen - Bl par value 6.243,382,344 R6.243.382 On June 8 2017, BOD approved the declaration of a regular cash dividend of BO.05%4 per share fo
Preferred - BD.O1 par value 2,750,000.000 27.500 all common shareholders of record as af June 23, 20017 amounting 1o B363.3 million and 63 per
B.993.382.344 B4,270.882 annum comulative cash dividend from July 1, 20014 to June 30, 2007 fo all preferred shareholdens
amounting 1o B1L7 million. Paymenls of cash dividends lor common shares were made on
Ihe prefered shares are of equal rank, preference and priorty with the common shares and are July 19, 2017,

identfical in all respects regardless of series, except as o fhe issue value which may be specified by
the BOD from time fo fime, I has voling ights and are non-parficipating ineamy otber or further
dividends beyvond thatl specilically on such preferred shares, Each prefemred share shall nod be
convertible to common shares. Other features of the pretemed shares shall be at the discretion of
thie BOD af the fime of such issuance. All prefered shares currently cutstanding eam &% cumulative
dividend per annum. On January 31, 2012, the Parent Company fully redeemed these preferred
sraras at par value, including dividends in arrears of B4.1 millian. On February 28, 2012, the BOD
authorized the reissuance of these preferred shares al a later date. On April 10, 2012, the Parenl
Company issued to FPHT all pretered shares at par value.

On July 28, 2006, BOD approved he declaration of a regular cosh dividend of BO.0537 per share 1o
all common sharehelders of record as at August 11, 2014 amounting to 8328.4 milion and 6% per
annum cumulative cash dividend from July 1, 2015 1o June 30, 2004 to all prefered shareholders
amaounting to B1.7 million. Poyments of cosh dividends for common shares were made on
september 6, 2004,

O July 1, 20105, BOD aporoved the declaration of a regular cash dividend of BOOST T pear share 1o all
common snarghalderns of record : ab July 15, 2015 amounfing to B312.5 milion and 4% per annum
curmidative cash dividend from July 1, 2014 1o June ), 2015 to all preferred shareholders amounting
] ) to #1.7 milicn. Poyments of cash dividends for cormmon shares were made on August 10, 2015,
Below is the movement of the cammon stock of the Parent Company:

As al December 21, 2017 and 2008, unpaid cumulative dividends on preterred shares amounted to

ey it .
T Subscriptions/ - B0.8 million Tfor each year,
Cafe of SE0 Approval L-agital Stock lssances Liller Price
Ry PO, Bsting Dy woy ol infradushan B 20,000, 000 s s s T P44
Exercise of EROP shares [see Mofe 1§) 150000000 21, Inferest Income

8.290.000.000 4243 382 344

As of December 31, 2017 and 2014, the Parent Company haos tolal shareholders of 47,330 and s SICCoUNt cansisis ol

47937, respectively, on record. For this purpose, public shares held under PCD Nominee are 2017

counted as two (ane for PCD Mominee - Filipino and another for FCD Homines - Foreign), i : . 216 AL
Infergst income from;
Oiher Equity Adiustments Amortization of uneamed interest
T EHERY AR [see Note 8) R1,467.038 B 266011 P933,273

, o , , Cash and cash equivalents
lhis account reprasents the difference between the comsiderafion received from the sale of the ) .

o rt i I 1id 1 - irncy ol f i : res| firey te B39 1.2 millic . [see Note 7)) 10,185 1707 & 70
propriefory s 1::|frr:*;~:: cr I"e n;.-::rrwng, value af the related interest amounting ta 2 million as al Interest and penalty chorges 1.670 17 943 2998
December 31, 2017 and Z016. In-house financing 1014 2,035 7 084

#1479 907 R1,323216 FYEE 52

Trecsury Shares

In May 2012, Rockwel Land acquired 126,620,144 common shares from Meralco, representing the
foreign shareholders” enfitlement from oroperty dividend distribuiion made by Meraloo, gf
B1.4537 per share [see Note 1),

Felained eamings

As at December 31, 20017 and 2016, the unappropriated consolidated relained eamings include

undisfributed net eamings of subsidianes amounting to B193.2 milion and B147.9 milion, respectively.

such undistributed net eamings are net cumently available for dividend distribution unless declared
by the BOD of the subsidianes.

The BOD approved the approprialion of refained eamings amounting to B2.0 billion and

B30 billion in 2017 and 2004, respectively, for capiial expendifures and asset acguisitions o be
implemented in the next 2 years, As at December 31, 20017 and 2014, appropnated retained
earnings amounted to B0 bilion and B30 bilion, respectivaly.

JJ. Expenses

Depreciation and amortization expense included in the consolidated statements of comprehensive
income s as follows:

2my F1& 2005
Included in:
Cost of real estate
[see Mote 17) B187.118 BZ1Z.451 B 143 505
Ceneral and administrative
expensas [sae Hote 14) 02,393 2H7H14 192,178
B471,711 BA0.ZES B335, 687

General and administrotive expensas pertan o the iollowing busingesses:

m7 2016 2005
Beal estate £1.406,303 BI,113.22] B1,0Z2.624
Cinema 186,408 120,213 187,137
Hotel 216,558 262,307 155,194

#1.809.249 Rl.o65.74)] R1.394.957




1.

1

Kool Estale

selling expenses are comprised of;

2mr 2008 015
Commissions and amarfization
of prepaid costs
[see Motes 4 and 10 B514.392 Bh25 805 B325.%44
rarkeling ond promaolions 184,472 Bialé 24,530
Parsonnel (ses MNotes 23
and 24| 11691% B¥ 343 A8, 445
Conlracied sarvices 12,290 & 504 5330
Litilifies 6,748 12, 8%0 &, 158
Lsufruct 2,848 673 2314
Ofhers 40,193 23,344 24,784
RE77 702 B 7AE 207 FAA0, Y3
ntorest exponse is comprisod of:
2017 2014 2015
Interest expense an inferest-
Erezcaring loaons and
bomowings [soo Note 15] £221.321 RIF0035 B430, 220
Armortization of loan
fransaction cosls
(2o Mote 15] 28,347 19277 20913
Amortization of deferred
security deposil 1.315 S84 -
Dthers - - 20,0585
B250.983 P387 848 B471.188

2. Personnel Expenses

Fersonnel expensas included in general and administrative expensas and selling expenies are
comprised of:

207 2016 215
halories and wages and other
amployes haenefiis
[aee: Motas 27 and 24) Raze 2 RAA5. 536 B341.455
Pension costs (see Note 24) 53,622 S, 744 44,394
R482 834 Ra42 300 P38585]

2007 2014 2015
Parsonnel [see Noles 23
ard 24| B344 684 RIS 757 RB323.272
Taxes and licenses 252,285 155,609 180,251
Cepreciation and amartization
[sea Note 14] 248,379 210147 147,184
Enfertainment, amusement
and recreation 92,709 ERR T 44 747
Professional fees 73,629 37592 27454
marketing and promotions 62,356 78,793 68,430
Confraocted semnvices 41,570 39312 36,529
Utilities 38433 25920 34,725
Sacurity serviceas 34,425 10,220 #5550
Cues and subscripticns 23.2%4 14 149 20,554
Fuel cnd o 20,834 o P24 g.79
Insurance 14,423 10,443 %620
Prowision for doubbtiul cocounts
[see Mote 8) &4 [.223 -
lranzporiction and fravel E.108 2,304 2958
Oithers 110,108 A7 108,329
B1.404,303 B1,113.121 B1OZ2626
Cimerm
2007 2004 2015
Procucers' share BRI 527 EEE 150 BRY H45
tilities 27.595 20,843 23,594
Depreciation and amaortization
[see Mote 14) 21,637 18, 14% 19,541
Armusernent lox 14,590 15,551 14 5871
snack bor 14,120 14,407 13.71%
Confracied sevices 11,030 & 874 11,843
Personnel (see Motes 23
and 24] & 837 2 047 2,518
adverlising - - & Ay
Oithers 7.072 21,880 10,455
B184 408 BI90.213 BI1G7.137
Hotel
2017 0104 2015
Rentol expense R315.4652 #av 4l Po&, 766
Depreciation and amartization
[see Mote 14) 12,377 50518 25053
Conliacied sevices 21,294 w133 g075
Utilities 18,697 27,050 15,758
Accarmmaocalions 17,647 25 144 "7
Dues ond subscrpticns 17.121 13,532 4,14%
Personnel (see Noles 23
ot 74 12,393 30434 21612
Supplies B.&b5 11,247 B 449
Security services 4,549 &, 588 3,040
Dithers 34,163 29,044 2475
214,558 FAGE WS EI18S, 194

a. Pansion Costs

The Group has a funded, nonconfributory defined benefit pension plan covering all gualified and

permanent employees,

24, Pension Costs and Other Emplovee Benefits

Under the existing regulatory fromework, Republic Act 7441 requires o provision tor retirement pay 1o

qualified private secicr employvees in the absence of any refirement plan in the entity, provided
howsver that the emplovee’'s refirement benefits under any cellective bargaining and other

agreements shall not be less than thase provided under the law, The law does not require minimum

funding of the plan. The Group's refiremeant plan meels the minimum retirement benefit speacified

undear Republic Act 7541,

A4



The following tables summarnze the components of the net pension costs recognized in the

consclidaled slalements of comprehensive income and the lund slalus and amounls recognized in

the consolidated statements of finoncicl position for the plan:

Mel Pensicn Costs

2m7z 2014 20015
Curaent service oost B4A5 688 BATAZ B3?.535
Interest cost 7,034 2,338 £.84]
Mel pension cost #3622 BSA. 764 B 594
Pension Lichility
2m7 2016
Fresent value of benefit obligation B574,808 BhE2ATT
Fair value of plan assets (474.174) [345.843)
Pansion bty BI102,634 T Tt

The changes in ihe presen! value of benell obligation are as Tollows:

2007 2014
Defined bensfit obligation at beginning of year B522.311 B4 70, 99
Curent service cost 45,4688 47 424
Inferest cost 22,394 19,332
Actaarial loss in olther comprehensive
income/loss due 1o,
Experience adjustments 21,600 43,331
Change in assumplions (15, 185) [50.547)
Benefits poid - {3.030]
Defined benelil ebligation el end of year P596.808 R522.311

The changes in the fair values of plan assets of the Group are as follows:

2m7 2016
Far values of plan assals al beginning of yeoar B345,.843 BAES 303
Interast income included in net inferest cost 14,450 0e94
Achual confributions 84,741 0,000
Gain (loss) on return on plan assets in other
comprehensive income/loss 48.%30 (4.424)
Beneliis paid - (3.030]
Fair values of plan cssafs at end of year B474,174 B345 8473

The Group expects to confribute B3E.2 milion to its pension olan in 2018

The major cateqares of plon assets as percentage of the foir value of foicl plon assets are as follows:

2017 2016

Investments in:
OGovernment securities 32.45% 34335
Lodns and debf insfruments 2.25% 8.58%
Ofher securifies &5, 30% 55.00%
100.00% 10000

The prncipal assumptions used as at December 31, 2017 and 2014 in determining pension cost
obligation for the Group's plans are as follows:

20017 A
Discount rate 5.78%-5.80% 5.5%-5.68%
Future salary rate increases 10.00% 10.0%

The plar assets of the Group are maintained by the frustee banks, BDO Unibank, Inc. (BDO) and MBTC.

Az at Decembrer 31, 2017 and 2014, the camyving values of the plan approximate their fair values:

207 2016
Cashin banks:
MBTC #14.600 B18,233
BOO 5 FAER
Feceivables - net of payables:
MEBTC 7,184 142
BDO 3,386 220
Investments held for frading:
MBTC 270,632 185,410
BDO 194 387 133,793
B494.174 Bi45 843

Cash in banks are composed of current account, savings deposits and special savings deposits.

Raecaivables - net of payvables are composed of loans recaivablas, intarast receivable: and acorued
trust fees,

Investments held for frading are investments in government securities, corporate bonds and stocks.

i, Government securities’ maturifies range from 1 to 25 years with interest rates ranging from 3.20% to
PR,

i, The Corporate bonds are cedificotes of indebtedness issuad by top and vsually listed corporations
exkhibiting sound financial performance and enjoving good credit from reputable/accredited
agencies. Maturiby dotes range from 7 to 10 yvears with inferest rates ranging from 4.4 15 to 8855,

i, Irvestmeant in stocks represents equity securities of companies listed in tha PSE.

Ihe Retirement Plan has investment in shares of stock of the Parent Company’s amounting to
E24.8 million and B42.4 milicn os at December 31, 2017 and 2017, respectively.

The Group's refirement fund is exposed to o short term sk snce 50% of it is in equities. On the long term,
should there be any mojor corections in the local equities market, the corection should have a posifive
impact of fhe fund since histoncally the equities market have abeeays out-performed the fived income
market in the long term,

There are no cutstanding bolonces ansing from froniactions bebeeen the Retirement Flan and the
Group as at December 31, 2017 and 2014, Except as stated above, there were no ofher fransoctions
entered into during the year by the Retirement Plan relating to the Group.



In 2014, the senstivity analysis below has been determined based on reasonably possible changes of
ecch significant assumption on the defined benefit oiligation as af the end of the reporting period.
assuming all other assumptions were held constant:

INnCrease
[Cecreaze) Increqsze [Decreqse) in
in Basis Points Defined Benefit Obligation
Discount rate +100 (P42.658
100 51,520
Future salary increases +100 53215
-100 (45, 340

The Group does not cumently emplay any asetliability matching.

Shoram bBelow is the maturity analysis of the undiscounted benefit payments as ot Decemiber 31:

Year 2m7 2014
Less thon 1 year B258,070 B1.452
More tnan 1 veor 1o 5 vears 5B 75 &0a
More than 5 vears to 10 vears 142 455 2320
More than |0 years to 15 years 333,784 FAE7
More than 15 years to 20 years 411,743 16,835
More than 20 vears 2,404 449 A7 754

. Other Emplovee Benefits

Other employee benefits consists of accumulated employves vacation and sick leave benefit
amounied to B million and B1.& million in 2017 and 2018, respectively (see Nofes 22 and 23],

The present value of the defined bencefit obligafion of other employvee benefits amounted to

#4211 million and BSE.5 million as ot December 31, 2017 and 2014, respectively [see Notes 17 and 18],

25, Income Toxes

The components of provision for income tax for the vears ended Cecember 31 follow,

207 2004 2015

Cument income fax B43B 512 BA71.017 ES52 229
Ceterred income tax 161,149 aa0 81,157
B799.48561 B&71 897 BA33, 384

The curent provision for income tax represents fhe regular corporate income fox (RCIT) /minimum
corporate income tax (MCIT) of the Parent Company ond certain subsidiares.

Far income fax purpases, full revenue recagnition is applied when greater than 25% of the selling price
hias been collected in the year of sale. otherwise, the installment method is opplied.

The comrmponents of the Groun's defered tax assets and liakiities shown in the consolidated statements

of financial position are as follows:

207 2014
Defered fax ligbilifies:
Unrealized gain on real estate B1,1460.457 RE0Z.053
Copitalized interest 83178 a8, 295
Collections after the ITH period on low-cost
housing project (Stonewell) 5089
Unrealized gain on avalcble-for-sale
investments 1.104 ai 7
Urnrealized foreign exchange gain 1158 a3
Fair value increment on the real estate
inventories - 15%.610
1,229,943 1,035,668
Detered tox assets:
Deferred lease income 58,242 28,004
Unfunded pension cosls 2% Thé 47 140
Share-based poyrmeant 22574 PR AFA
Cther employvas banefits 30,437 17 433
Unamorlized past service cosl 13.431 7,441
Allowance for doubtiul accounts and others 4714 5377
ML 4411 473
rACIT B3Y 78
Unrealzed foreign exchange oss 7 19,044
Advance payment fram members - I, 628
144,421 144,47/
B1.045 522 EEYT, 191

The above compaonents of defered tax assets and liabilities are presented in the consolidated

staterments of financial pasition as follows;

27 201 4

Defered 1ax assefs - nel R&TY #7448
Defered tax ligbilities - net (1.065.214) [8%3.65%)
(B1,065522) (REFE191]

The details of the subsidiaries” deductible femporary differences, HOLCO and MCIT for which no
deferred tax assets are recognized since management beliegves that there are no sufficient taxable

profits against which the defered fax assets can be utilized are s follows:

27 2004

Ackvances from meambers #11.377 #4177
FACIT 3495 Zwas
Unfunded pension costs 75464 &, 285
ML 45 3,528
Allowance for doubiful accounts 559 hdZ
B23.043 B9 53¢

As at December 31, 2017, MCIT of a subsidiany which can ke claimed as deduction from regular taxakle

income due as folows:

Y ear Paid Expiry Year Arnaunt
2015 B Bl.4v7
2014 217 1.291
2017 2070 1,546
B4, 354

A 4



2.

MACIT amounting ta B1LS million, B1.S million and B3 1S milion exgired in 2017, 7014 and 2015,
respeclively.

As af December 30, 20014, NOLCO of cerfain subsidiones con be carmed foreard ong cloimed as
deduciion against regular taxable income as follows:

Tear Incumed Expiry Diate Armount
2005 20148 BI1.134
006 A0E A4
2017 2020 13.119

Bld,74%

The reconciliation of the statutory income taxrote to eleclive income tax rate as shown in the
consolidated statements of comprehensive income is summarnized as follows:

2007 016 2015

Statutory income fax rate 30,07 J0.0% 30,055
Addifions 1o (deduciions from)
income fax resulting from:

share in net income of joint (2.77%:)

wernlure [3.1%) (2.3%)

Montaxable income and others 0.4% 0.1% 0%

tfeciive income laxate 7.7 2 0% 28R

REevenue Memaorandurm Circular (BRC) Mo, 352017
O August 3, 2012, RMC Mo, 25- 2012 was issued o clanify the faxability of clubs organized and cporated
exclusively tor pleasure, creation ond non-protit purposes,

In accordance with this EMC, BEockwell Clulb pays output WAT under protest starting Aaugust 3, 2012 and
income fox effeclive Jonuary 1, 2012,

Tax Reform for Acceleraficn and Inclusion [TRAIMN] Low

Fepublc Act Mo, 10983 or the TEAIN At was signed into low on December 19, 2017 and took eflect
January 1, 2018, making the new tax low enacted as of the reporting date,. Although the TRAIN
changes exisling fox low and includes several provisions thot will generally affect businesses an a
prospective basis, the management assessed hat the same did not have any significant impact on the
2007 financial statements.

Eegistration with the Board of Investments
On June &, 2013, the Boord of Investments approved the Parent Company's registration as new operaltor
of Tourist Accommodation Facility for its Edades Serviced Apartments in accordance with the provisions

of Omnibus Invesimenls Code of 1987 with entitlemeant o Income Tax Holiday (1TH] of Tour years
reckoning on February 2014,

Or May 2/, 2004, the BOIl approved The amendments of specilic terms and condifions under tha
Cenificate of Begistration particularly the registered capacity to cover 94 serviced agpartment unifs and
the comesponding change in projections.

Commercial operations of Edodes Serviced Apartments started on July 1, 2014, ITH incentive enjoyed
oy the Parent Compoany amounted to B12.2 million and B14.0 milior in 20017 ang 20014, respectively
(see Mole 25).

Oin January 8, 2015, Rockwell Land requested for amendments of investrment ond project fimetable and
sales revenue projechion under the abrove mentioned BOI certification due to unforeseen crcumstances
affecting the construction ond changes from projected launch. The request was approved on

April 13, 2015,

On June 24, 2015, request for status upgrade of soid 01 regisiration from Non-picneer fo Fioneer
stotus wos mode, The Parent Compony's reguest for status upgrade forifs Edodes Serviced
Apartments, under BOI Cedificate of Registration No 2013-121, was approved on November 4, 2015,
Conseguently, the ITH period was alio amended from 4 vears [February 2014- January 2014) o & vears
[February 20014 lanuany 20720).

7.

Relagted Pary Transactions

Farfies are considered to be relabed if one party has the ability to confrol, directly or indirectly. the other
party or exercise significant influence over the other party in making financial and operating decisons.
Farfies are alsa considerad o be related il they are subject o comman contral,

lhe fellowing fable summarnzes thesa significaon! ransactions with relaled porfies;

Arrsunky
Owoed Fram
Trandas lion (ta) Belaled
Rebxied Porhies Relabeanihip Flalies ol Tramsac leanPedoad Amound Porties  Tedms Candilians
Fochwel - Meolco Juint verhue dduaarices 2007 E22 %30 [E527 &55) FO-doy Urseroyred
B [ Make 1] A o Al (519 374 renepm b sk i ngg
rAanagomant Mo 2007 _&50 8,302 Sin ] Lrnginsumarsl,
(e RNobe 3] WA 457090 A S rerend enes]-Deon no imporment
FPHC Porcnt Chorges b 0T - = o Lingessimeod
construction of AE 118, 1 5% rorinlerest
B B kel
cwen Mobe 157
Al arat B ol cats TS T [yt 11 2007 14,125 &0, 100 - Lz Cugd; N
CING S mpEcryee (R =l n bl | recrnin e rE sl - bescwirg mesrrmant
204 6. 20 45 %85

Dither transactions with related parties pertain to the Praject Development and JV Agreemeant with
MMeralco (see Mote 13).

Terms and Conditions of Transactions with Related Parlies

Purchases from related porties are made at normal morket prices. Cutstanding balonces at yecr-end
are unsacured, inleresl-free, satflement acoours incash and callectible/payable on demand, Thare
hove been no guarantees provided tor or received for any related party receivables or payaobles. For
the years ended Decembzer 31, 2017, 2016 and 2015, the Group has not made any provision for doubtul
acocounts relating to omounis owed by related parfies. This assessment is undertaken at egach financial
yvear through examination of the financial position of the related party and the market in which the
related party operates,

Compensation of Key Management Personnel of the Group

2007 200146 2015
Shew l-terrn employes benefils #84 203 P33T B A5
Fost-emplovment pension and other
benafits (Note 24) 38,144 34719 18,612
Total compensation attributable to key
management personnel B122 347 BI110.272 PRT 560




8, Commitments and Confingencies

Dperating Lease Commitments
The Group has enlered inta agreements for the lease of land to be used for various commerncial
prajects. These noncancelable leases have remaining ferms of between fwo and twenty five years, All

leoses nclude a clause to enakle upward revision of the rentol charge on an annual bosis according o

prevadiling morket condifions., Future minimom lease payments are as follows:

Amount
T ear {in thousanics)
2017 B31,843
2015 32 %25
201% 34,554
2020 35,743
2021 and after 2130417

BZ 245502

In 2017 and 2014, capitalized rentals included under “Land and development costs” amounted to
nil and B&Y.5 million, respechively (see Note 9), while capitalized rentals included under “Investment
praperties in progress” amaunted to nil and B15.4 milion, respectively (see Note 12),

Capital Commutrmeant

.

The Group entered info canfract covering Substruciure works related to “Proscenium Substrucfure
and Podivm” with Megowide Consfruction Comoration. The confract sum awarded for the waork
amounted to BP0 milion, inclusive of all pertinent local and naticonal faxes, overnead and cost of
labaor and materials and all cost necassary for the proper execution of works, Substructure works
commenced in July 2004, Megawide has a deductive change order of BS27.9 million Bub with an
adcitional of 2173.0 million. As at December 31, 2017 and 2014, BS540 milkon and BL023.0 million,
respectively, has been incurred and paid.

The Group entered info confract covenng Superstrociure works related to "Proscenivm Phose 187
with Megowide Constructon Corporafion, The contract sum awarded for the work amounted fo
BZ.1 Eillizn, inclusive of gll perinent local and national taxes, overnead and cost of labor and
motenals ond all cost necessary for the proper execution of works, Superstructure works
commenced in Cctober 2015 as at Decamiber 31, 2017 and 20146, B1.3 bilion and B&53.0 million,
respectively, has been incurred and paid.

The Group entered info canfract covering Supenstructure waorks related to “Froscenium Phase [AY
with Fhenix Garnuda Construction and Development Cornporation. The confract sum awarded for
the work amounted to B2.4 Gillion, inclusive of all pertinent local and rnational taxes, overheoad and
cosf of labor ond matenals and all cost necessary for the proper execulion of works, supersiructure
works commenced in May 2015, As al Decemtxer 31, 2007 and 2014, B1.4 billion and B934.0 million,
respectively, has been incurred and paid,

The Group entered info confract covering Excavation works related to "Proscenium Fhase 27 with
Pk Construction and Development Corp. The confract sum awarded for the work amounted to
#&1.0 million, inclusive of all perfinent local ard national taxes, overnead and cost of labor and
mafenals ond all cost necessary for fne proper execution of works. Excavation works commenced in
August 2015, as at December 31, 2017 and 201 4, B57.0 million and B31.5 milion, respeciively, has
been incured and paid.

The Group entered info canfract coverning Substruciure and Supersfructune works related to
"Proscenium Phase 27 with Phenix Goruda Construction and Development Corporation. The
contract sum awarded for the work ammounted o R2.0 billion, inclusive of all perfinent local and
national toxes, overhead and cost of labor ord materials and all cost necessary for the proper
exaculion of works, Superstruciure works commenced in May 2014, As at December 31, 20017 and
2014, P593.53 and P328.0 milion, respectively, has been incured and paid.

[

The Group entered info contract covering Superstructure works (Ground - 7th floar) refated o “Mall
Expansion and hotel” with Phaniz Goruda Construction and Develapment Corporatian. The
confract sum awarded for the work amounted to BL52.1 millon, inclusive of cll perinent local and
national taxes, overhead and cost of labor and materials and all cost necessary for the proper
execulion of works. Juperstruciure works commenced in October 2015, As at December 21, 2017
and 2014, B582.01 millicn and P230.0 milion has been incured and paid.

. The Group entered info contract covering General Construchion works related fo “Rockwel Business
Center Sheridan” with Phenix SGonuda Consiruclion and Developrment Corporafion. The confract
sum awarded for the work omacunted to BRO0.0 milion, inclusive of all perfinent loodl and national
toxes, overhead aond cost of labor and materials and all cost necessary for the proper execulion of
wiarks, Phenix has an additive change order of B33 milion. General Constrociion Waorks
commenced in OQctober 2015, As at Cecember 31, 2017 and 2016, P44 millicn and P4A21.7 million,
respectively, has been incurred and paid.

h. The Group entered info contract covering Eartheesorks releted to ©32 Sanson™ with Crmicran
Construction. The contract sum awarded for the work amaounted to BS54 milion, inclusive of all
pertinent local and national toxes, overhead and cost of lobor and materals and all cost necessary
for the praper execulion of warks, General consfruction warks cammeanced in Moy 20015, As af
Cecember 31, 2017 and 2014, B32.0 milicn and BZ3.2 milion, respectively, has been incumed and
paid.

i. The Group entered info contract covering General Construction works related o “Santolan Town
Plaza" with Cmicron Construction. The confract sum awarded for the work aomounfed fo
#401.4 millizn, inclusive of all pertinent local and national taxes, overhead and cost of lobor and
materials and all cost necessary for the proper execution of works, Omicron has an additive change
arder of P37.3 million. General Constraction Waorks commenced in Novermnber 2015, As at
Cecember 31, 2017 and 2014, P404.0 milion and B137.9 million has been incurred and paid,
respectivealy,

i. The Group entered info g contract with Millennium Erectors Corporafion in 20016 covernng struciural
and building enclosure works related fo “The Vanloge” Project. The confract amounted to a fixed
fee of B440.0 milion, inclusive of all pertinent local and national taxes, overhead and cost of labor
arecd mmaferials and all cost necassary for the proper execulion of the works. Struciural ond building
enclosure works commenced in 20186 and is curmently ongoing. As ot December 21, 20017 and 2010 &,
#258.8 millicn and B¥2.0 milion has beenincured and paid.

Conlingencies

The Group s contingently Fable for lawsuits or claims filed by third parties, which are either pending
decision by the courts or under negotiations, the outcomes of which are not presently determinatle. 11
is The opinion of management and its cubside legal counsal that it is possible, bul not proboble hat the
lawsuits and claims will be setled. Accordingly, no provision for any fability has been made in the
consclidated financial statements,

. Financial Risk Maonagement Objectives and Policies

The Group's principal fimanciol instrurments comprise of cosh and cash equivalents, avalable-for-scle
irvastments, and interest-bearing loans and borowings, The main purpose of these financial instruments
i% o finonce the Group's operalions. The Group has varous ofher financial assets and abilifies such os
frade and other receivables, refundable deposits, trade and other payables, insteliment payable,
retention payable and securilty deposits which arse directly from its operations,

The Group also occasionally enters into dervative fransactions, specitically foreign curancy foresard

confracts to sell USE The primary purpose was to manage cumency risks arsing from its forelgn cumency-
denominated receivables from sale of condominium units,

A4



The main risks arising from the Group’s financial instruments are cash flow interest rate risk, foreign
cumency risk, credit risk and lguidity risk. The BOD reviews and approves the policies for managing each
of thase risks and they are summarnized below,

Cash Flow Interest Rate Risk

Cash flow inferest rate risk is the risk that the future cash flows of financial instfruments will fluctuate
because of the chonges in market interest rates, The Group's exposure 1o he risk for changes in market
interest rates relaltes primarnly o the Group's interest-beanng loans and bomowings.

The Group's pelicy is to manage its interest cost using a mix of fixed and variable rate debfs. As ot
December 31, 20017 and 2014, approximately 20% of the Group's bomowings are at o fixed rate of
interast,

The following tables set out the principal amounts, by maturity, of the Group’s interest-bearing financial
instruments.

7
Within More than
1 Year 1-Z Years 3-3 Years 3 Years Tadal
Fimed Roale
nteresl-bearing kxens and borrowings B2 023755 B2 377 515 EZ 546 BEB B11.507 142 RI1E.481.300
Flaating Rate
ntcresl-bearing kBars and borrowings 04, 584 14007 144 007 1,047 402 1,500,000
short term investrnents 1,405, 545 - - - 1,405,445
2A1&
Lt M fhan
1 Yaor 1-7 Yearns 7-3 Yeors 3 Yeors okl
Fined Role
nterast-beaning Bans and Domowings L I eV B0 504 E2LI 46 B, Sk 0 B4, 1992 02
Floating Rate
Irberes|-bearing oans and borrowings BS, 200 145 700 250400 | 500,000
short-term invesiments R R T

Interest on financial instruments is fiked unfil the maturty of the instrument. The other financial
instrurments of the Group that are not included in the chove tables are noninterest-bearing and are
therefore not subject to interest rate risk.

Effect on income before income tax increase
[decrease)
Change in basis points +100 basis points =100 basis points
Floating rate bomowings [15.208] 15,208

Effect on income before income fax increase
idecreqse]
Change in basis points +100) basis points -100 basis points
FMoating rate bomowings (1304) 1306

Foreign Curency Risk

Foreign currency sk is the risk that the fair value or future value of the financial instruments will fluchuate
because of changes in foreign exchange rates. As o result of the Group’s significant marketing
operatiaons in the United States in the past, the Group's consolidated statement of financial pasifion can
be affectad sgnificantly by movemenls in the U5 exchange rafes,

Foreign Curency-Cencminated Asset

207 2014
us [R5 Peso
Cash and cash equivalents 5667 R33.297 $1.378 P&B.514

v

As at December 31, 2017 and 2016, the exchange rate was B49.92 to USE1.00 and R4%.72 to USH1.00,
respectively. Net foreign exchange gain [loss) amounted fo (B1.4 milion], B4.0 million and Bb,.6 million in
2017, 2016 and 2015, respecthively,

Ihe following tables demonstrate the sensitivity to a recsonably possible change in the US% exchanges
rate with respact to Peso, with all other variobles held constant, of the Group's December 31, 200146 and
2015 income before income tax ([due to changes in the fair value of monetary assets and liabilities).
There is no impact on the Group™s equity other than those already affecting the ncome.

2007
Increase/Decrease Effect on Incame
in Us% Rate (in 7%) Before Income Tax
roreign currency-denominated +5% Bl.a65
financial assets -5 [B1.645)
20014
Increase/Decreqia Effect an Income
n UshH Rate [in %) Bafore Income Tax
Foreign currency-denominatad +5% B3 4246
fincncial assets -0 [B3.4%26])

Foreign exchange gain or loss is computed for the yveor bosed on managemeant’s best estimalie

that the Peso-USE conversion rate moay strengthen or weaoken using the yveor end balances of
dollar-denominated cash and cash eguivalents. An increasa in the Us: rate means g weaker paso
while o decregse in the US$ rate means o stronger peso. There has been no change in the methods
and assumpfions uied by management in the above analyses.

Credit Risk

Credit risk is the risk that a counterparty will meet its obligation under a financial instrument or customer
confract, leading to o finoncial loss. The Group is exposed to credit rsks from its opearating aclivifies
[orimarily fram frade receivables ond loans) and from its inancing acfivities, including deposits with
banks and financial institutions. foreign exchange fransactions and other financial instruments.

The Group trades only with recognized, credibworthy third parties, 11 is the Group’s policy that all
customers who wish fo frode on credit ferms are subject o credit venfication procedures,

Default or delingquency on the port of buyers of condaminium unils are being monitored an an ongoing
basis to enable the Group to determine the approprate action, usuclly cancelling the sole cnd helding
the units open for sale, Legie receivables are clozely monitored based aon aging of the accounts,
Accounts determined to be uncollectible are recommended for write off. With regord 10 the ofher
financial assets of the Group, these are also monitored regularty with the result that the Group's
exposure to bad debtsis not significant.

Trade receivables from sale of condominium units are secured with pre-completed condominivm units,
The legal tifle and ownersnip of these units will only be fransfared o the customerns upoan ull poyment of
the contract price. For other recenvables, since the Group frades only with recognized third parties,
there is no requirement for colloteral,



The table below summarizes the maximum exposure to credit risk of each class of tinancial assets.

2016

A Rating B Rafing Total
2017 Tt ot cosh eouivalents P1.440.8480 P— P1.&d40.840
Financial Efect Trode receivables from:
Gross af Colloteral Sale of condominiumm units &, A03 H20 1,935 624 B.53%9 444
Menximurm or Credit Lease EERiTE 21519 119,398
Exposure Net Exposure Emhancernent Advances to officers and
Ff;xh and ca ELI|E q{uivﬂlt?:r"r:i' RB2.561.224 B2.547.062 B14.162 employees 45,985 45 985
rade rcoeivables from: I . : p N -
Sale of condominium urifs 13,224,244 340,827 13,039,553 Ev;'al;;g igfﬂiip, R szl 232.627
Lesose 235.571 78,310 157.261 ! B '
Advances to officers and employees 40,110 - 40,110 Q'-JNE = 13.500 a 13.500
Other receivatles 434,857 434,857 - Unguoted 3,308 - 3,308
syvelable-forsae investments: Restricted cash 194,307 = 194,307
Qualed 13.500 13,500 - Refundable deposits 64,297 - 64,297
Urquoted a0 3,308 - PE&FE6.583 Bl.957.145 RI10.653,728
~efundable deoosits™ 162,240 162,220 =
716.8¥5.054 ¥5.780.104 Bi:.271.006 For trade receivablas from sale of condominium wnifs, cusfomers who have no history of deloyed
. payment are classfied as having o credit rating of " A" while customers who have history of deloyved
201 3 ST— payment but is curently updated are given a credit rating of "B
narceal Effec
; f Callateral ) . . s . . . . P
vmiﬁ:ﬁ: - E;I?td{ lrode receivables from lease are classified as having a credit rating of “A" when tenants pay within the
Exposre Met Exposure EI‘lI‘IGI‘li.',E!:"ﬂF'_.F'r discount pericd and "B" when tenants pay on or before due date.
Cosh and cash equivalents® B1.435,757 P1.413.480 R22.277 _ _
Trade recelvablas from; A3 af December 31, 2017 and 2014, the analyses of the age of finaoncial assets are as folows:
Sale of condormiriurm unils 92355488 107212 0,127,654
Lercaser 123,244 70,352 L2912 : S T e 221 :
Advances fo officers and employeess 45,985 - 45 RS P::':',: e e T— I,':::m
{:l‘hi_-__\.[ = ﬂ-!,'."i'{'ﬂ'ﬂ;f,!i. :_}3,'{ I{i_.‘:}.." ?J.-".ﬁ':!? ren Impaines B Maryn 3180 6 Doy &0 B ¥ Dap P Dirpn LIt Netal
Avolable-tor-sale investments; R 157 147 B0 4d5 L - = [ F7 343,947
CGuoled 13,500 13,500 = 13,004,819 41,425 53%5 b B 135,741 13,334,248
Unquoted 5508 5,308 e s o | ’ s
Refundable deposiks® 1&g, 190 | &, 190 S48, B0 - FI ] 540,070
Resticied cash 194,307 |#4.307 13 500 . . . . 12.500
450504 E2201 4656 Y CAAE BIE 1.308 - - - - - 2.308
. - - = s = L T 10495 1, 102 |74 13 65% 143 240
_‘ sClocEiag Cash on hand amaenting fo l-l' . F18 and "'_.‘* Q3 as af Decamiber 31 ..'-‘l:'ll-' '.'r';.l i -'-’_. 'I-'-_ih_:,_r vy $1507.008 T ¥ET] TErRED (e At At FI0I0  PIaA30.TAT
Frasseer lesef o paeel of TN e cureer! oot Iy acaomi i e cormalicies! o] slealeen 5 o fincars=iosl pacasilicn,
There are no significant concentrations of credit rsk because the Group frades with various third parfies, 11 Due bt o] Ernaet -~ e ad
Lezzy thion Woro e nancial
¥ Dad 3 - Al 0 Dt Ll AT iy
The tablaes below show the credil quality by class of financial asset based on the Group’s credit raling m = m ¥ ¥ I
system. 8557 440 371 407 B 51187 241275 %738 L
1 L 1 e 1385 L |
2017 o Py 1207 234924
A Rating B Rating Total 5 3 500
Cash and cash equivalents B2.5462 742 £ BZ2.562,742 e . F— - . L
Trade receivables from: 174200 — —_ _ : 74307
Sale of condominium units 11,997,392 1,037,427 13,034,819 e e e
Lease 201,565 34,004 235,571 . , - , .

Advances 1o officers and Financial assets are considered past due when collections are nof received on due date.
employees 40,110 = 60,110 Pt i counts whict tain to frade receivables | e of condormin e and club s
Olher receivables 534 B57 _ 434 B57 ast due accounts which pertain to frade receivables from sale of condominium units and club shares
S S ——— ’ are recoverable since the legal fitle ond owneship of the condominium units and club shares will onlky
é:}r_,r;ﬁd“ e N o 13.500 _ 13.500 be transfered fo the cusfomers upon full payment of the contract price. In case of cancellation, the

Ur‘quE—l'-E}d 3'3,35 _ 3'303 condorminium units and club shares become available for sale, The fair value of the condominium units
Refundable deposits 14!-.2:24[: ~ 1&2f2du amaunted fo R23.3 billion and #24.1 billion as ol Decermber 31, 2017 and 2014, respectively. The fair
B15635914 R1071433 216 ?D]"‘Ed? value of the club shares amounted to BLZ millon and B2.7 milion as af December 31, 2017 and 2014,

respecthvely.

Fast due accounts perfaining o lease are recovernable because secunfy deposits and advance ranf
paid by ihe fenants are sufficient fo cover the balance in case of defoult or delingquency of fenants.,



Mo provision for impairment was made for rade receivables from sale of condominivm units and club The Group manages ils capital structure and makes adjustments fo i, in light of changes in economic

shares which are subjected to collective assessment since these assets are secured with collateral. conditions. To maintain or adjust the capital sructure, the Group may adjust the dividend payment fo
shareholders of issue new shares. No changes were made in the objectives, policies or processes during

Licyuiddily Risk the vears ended December 31, 2007 and 2014,

Ihe Group’s abjective s io maintcin o balaonce bebween continuity of funding and flexiliby through the

use of bank loans, As at December 31, 2017 and 2014, 11% and 1 1% of the Group's debt will mature in The Group: monitors its capital adeguacy using the net debt-to-equity ratio, which is interest-bearing

less than cne year as at December 31, 2017 and 2016, respectively. loans and borowings: less cash and cash equivalents divided by aguily. The Group’s policy s o limit lhe

net debl-fo-equity ratio fo 1.0x.

The iguidiiy nisk of fhe Group anses from their inoncial iabilifies, The (akles below summarized the
maturby profile of the Group's financial lakilifies at December 31, 2017 and 2014 based on confractual
undiscounted poymeoents.

The Group is required o maintain debi-to-equity ratio as set forth in the Fixed Rate Corporate Notes
Facility Agreement ond Bonds. The Agreement provides for a higher debt to eguity ratic than the
internal imit set by the Group (see NMote 15)],

27
D Babwaen 2':" ? E':'] 6
Bise Wihin 3 and Dt Albad Interest-bearing | i b i R19.908,766 Pl5,633,946
n Dermand 3 Mhoniths 13 Manths 13 Months Total NSHGERSANNE KOs CING DONTOWIrgS " : - ’
Trode ond ol poyobles v #925 285 BEACY 074 .- % 138 157 Less cash and cash eqguivalents 2,562,942 1,440,850
Inberest barwineg loans ang Boraresinegs™ - 412,000 1. 408014 1 PERA FLZ 19908 7 74 Mt 1 13"-5,52‘ | 4.1 ';'3[:]5,5
Irstedimenl parpaksice - - L4a WEF L84 V52 . .
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The following methads and asiumplions were vsed o estimate the fair value of ecch closs of inancial
instrument for which it is procticable to estimate such value:

Cosh ond Cosh FEquivolents, Trode Beceivobies from [ease, Advances fo Officers and Fmployeas, Ofher
Feceivables, Reshicled Cash, Refundaoble Depasils and Trede and Other Poyvables. Due to the short-
term nature of tansactons, the camying volues of these instrumeants approxmate the fair values as af
financial reparting perod.

Irade Receivables from Sale of Condorminium Units, The fair values of trade receivables from sale of
condominium units wearne colculated by discounfing the expected fufure cash flows af prevailing credit
adjusted PDEx interest rates ranging from 3.2% to 5.7% os af December 31, 2017 and from 1.8% to 5.0% as
at December 31, 2014,

availoble-for-5ale Invesfrments, The foir values of guoted equity securfies were determined by reference
to published two-waoy guotes of brokers as at financial reporfing date. Unguoted equity securities for
which no other reliable basis for farr value measurermeant s availaoble, were valued at cost, nat of
impairment, if oy

inferest-tearing Loans and Borowings, The fair valees of fixed rate loans were calculated by
discouniing the expected fuiure cash flows at prevailing credit cdjusted FDEx interest rafes ranging from
3.2% to 5.7% as at December 31. 2017 and 1.6% to 5.0% as at December 31, 2014,

instaiment Payoble. The fair value of instalment payable were colculoted by discounfing the
expected cash flows at prevailing credit adjusted PDEx interest rates ranging from 3.2% to 5.7% as ot
Decembear 21, 2007 and 1,8% to 5.0% ot of Decembzer 31, 2014,

retention Poyable and Secunty Depasits. The far values were calculated by discounfing the expected
future cash flows at prevailing credit adjusted PDEx inderast rates ranging from 3.2% fo 5.7% as at
December 31, 2017 and 1.8% to 5.0% os ot Decemizer 31, 2014, For the veors ended Decemibzer 31, 2017
and 2014, there were no transfers between Level | and Level 2 fair value measurements, and no
transfers into and out of Level 3 fair value measurements.

31.

Baosic/Diluted Earnings Per Share Computation
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37, Segment Information

PFES B requires aperaling segments to be idenlified on the basis af infermal reports about components of
the Group that are regulary revicwed by the chief operating decision maker.

For monagement purposes, the Group's operating segments is determined o be business segmeants as
the risks and rates of retumn are affected predominantly by differences in the products ond services
produced. The operating businesses are organized and monaged separately cccording to the nature
af the products ond services provided, with each segment representing a strategic business unif that
affers differant producis and serves different markets,

The Group manages its operations under ihe following business segments:

«  Residentiol Development iz engaged in fhe development, seling, and property managemeni of all
residential prajects of the Group. It also includes the operations of the Rockwell Club.

« Commercial Development is engaged in the sale, leasing and other related operations in the course
af the management of commercial buildings or spaces used Tor retall and office leasing, including
cinema aperafions,

+  Hofel segment is engoged in leasing of serviced gpartments and management of holel and resort
aperations. Its hotel portfclio includes serviced aparfments located in Edades Towers and Garden
Yillas, The Grove and Jova Lofts aond Towers.,

The Graup does not have any customers which constitutes 103 or more of the Group’s revenue,

Managemen! manilors the operating results of each business unil separciely for the purpose of making
cdecisions about resource allocabon and performance assessment. Perfformance s evaluated based on
rnet income for the veor and ecrnings before inferest, taxes ond depreciction aond amortizotion, or
EBTDA. Hefincome for the year is measured consistent with consolidated net income in fhe
consolidated finoncial statements. EBIA iz meosured as net incoma cxcluding depreciation ond
aomorizafion, interest expense and providgon forincome fax, EBTDA s g non-GAAP maasurne,

The Group cenfrally manages cash and its financing requirements, income faxes ond resource
allocation, Resource allocalion are measured agains! profilability among polential investments and
made in viesw of the Group's esdsting busness portfalio.

The President, the Group™s chief operaling decision maker, monitors operating results of its business
segments separately for the purpase of performance assessment and making recommendations o the
Booard about resource allecation. Segment perlormance is evaluated based on operating profit or loss
and is measured consisfently with operating profit and loss in fhe consalidated financial statemeants,

Disclosure of the gecgraphical information regarding the Groug's revenues from external customerns and
total assets have not been provided since all of the Group's consalidated revenues are denved from
aperalions within the Philppines.

Business Seqmemnts
The lollowing tables present information regarding The Group's residential development and
commercial development and hotel business segments:
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2017
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33, Supplemental Disclosure of Cash Flow Information

The changes in the Group's lakalities ansing from inancing activities are as follows:

Reclassiicahon
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BEHIND THE
SCENES

Behind every monumental project,
Rockwell Land works closely & meticulously
with its partner feams. We're proud to
present you this infegration of the past

year's success. Onto the next year.




Rockwell Land
continues to move.
Relentlessly.
Getting more things off the ground.
Mapping out the best routes
to fresh frontiers in living.

Flying through exciting new concepts of space
and how to make it flourish.
Things are faster forward,
and the ride promises to be a great one.
Keep your eye on Rockwell Land.
Most definitely
on the move.

IIHII ROCKWELL LAND



