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2015
Fair value measurement using
Quoted
prices in Significant Significant
active observable unobservable
markets inputs inputs
Date of Valuation Total (Level 1) (Level 2) (Level 3)
Shares of stock: (In Thousands)
Quoted
Retail December 31, 2015 P92,334 P92,334 P- P-
Tourism and leisure December 31, 2015 57,260 57,260 - -
Unquoted
Tourism and leisure Various 317,557 - - 317,557
Utilities and energy Various 21,058 - - 21,058
Real estate Various 11,888 - - 11,888
Telecommunication Various 262 - - 262
P500,359 P149,594 P— P350,765
11. Land and Improvements
The rollforward analysis of this account follows:
2016 2015
(In Thousands)
Cost
Balance at beginning of year P94,009,199 P80,954,667
Additions 13,493,335 21,061,610
Transfers (Notes 8, 13 and 36) (5,339,042) (7,898,343)
Donation (Note 22) - (108,735)
Balance at end of year 102,163,492 94,009,199
Allowance for impairment losses
Balance at beginning of year 706,693 510,125
Provision during the year (Note 22) - 196,568
Balance at end of year 706,693 706,693
P101,456,799 P93,302,506

In 2016, Alveo acquired properties located in Las Pifias City and Makati City for a total amount of

P3,640.8 million.

On November 24, 2016, BellaVita acquired a property located in Lian, Batangas with a total area of
43,020 square meters (sgm) for a total value of P20.4 million.

On September 8, 2016, Accendo acquired parcels of land located in Toril, Davao City with an
aggregate area 682,195 sqm for a total acquisition cost of B511.7 million.

On August 17, 2016, BellaVita executed the Deed of Absolute Sale (DOAS) for the purchase of
property located in Brgy. San Jose, San Miguel, lloilo with total land area of 10,975 sgm for a total

acquisition cost of P5.5 million.

On August 3, 2016, the Group acquired control of Prow wherein part of the acquisition are various
parcels of land located in Porac, Pampanga held by the Company for future use and improvements

totaling to P2,748.0 million.

On June 24, 2016, Avida executed the DOAS with Wyeth Philippines, Inc. for the acquisition of
11,000 sgm parcel of land located along Chino Roces Avenue, Makati City amounting to

R1,981.4 milllion.
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On April 11, 2016, Aviana Development Corporation acquired parcels of land with a total
acquisition cost of P1,205.4 million comprising 252,410 sgm in total. This land is for the
development of Azuela Cove, a high-end horizontal residential project, located at Lanang, Davao
City.

On February 9, 2016, CHI purchased parcels of land located in Mandaue City, Cebu amounting to
P266.8 million consisting of 8,261 sqm.

On November 6, 2015, the Company executed the DOAS for the acquisition of 95,620 sqm
property located along Barangay Talipapa, Novaliches, Quezon City amounting to B1,090.0 million
purchase price (net of capital gains tax). The acquisition is in pursuant to the Terms of Reference
(TOR) as of March 4, 2015 between the Company and the SEC-appointed Liquidator of
Rubberworld Philippines, Inc.

On October 12, 2015, the Company donated 60,000 sqm of real properties to De La Salle
Santiago Zobel School which is located in Cavite and with carrying amount of P108.7 million.

In July 2015, Avida entered into a contract with AC for the purchase of land in San Antonio, Makati
City with the purchase price amounted to P644.1 million, inclusive of VAT. Payments were made
in two tranches, with the first one in July 2015 amounting to P471.6 million (inclusive of VAT and
CWT) and the balance of B172.5 million in October 2015.

On June 30, 2015, the Group, through SM-ALI Group consortium, participated and won the bidding
for Lot No. 8-B-1, containing an area of 263,384 sgm, which is a portion of Cebu City-owned

lot located at the South Road Properties, Cebu City covered by Transfer Certificate of Title

No. 107-2011000963. SM and ALI shouldered the total consideration amounting to

P10,010.0 million by 56.99% and 43.01% proportion, respectively. SM-ALI Group consortium is a
consortium among SM Prime Holdings, Inc. (SM), ALI and Cebu Holdings, Inc.. The SM-ALI Group
will co-develop the property pursuant to a joint master plan.

In 2012, the Group won the public bidding at an amount of P24,313.0 million for the purchase of
the 74-hectare FTI property in Taguig City. The bid was conducted in accordance with the Asset
Specific Bidding Rules dated July 4, 2012 and in accordance with the provisions of Executive
Order No. 323. In October 2012, the Company entered into a Purchase Agreement wherein FTI
(the Seller) agrees to sell, convey, assign, transfer and deliver to the Company, all of the Seller’s
rights and interests in the FTI property. The property is designed to be a mixed-use development.

In 2014, the Company launched Arca South, transforming the 74-hectare FTI property into a
mixed-use destination for contemporary lifestyles. To date, three (3) of the Company’s residential
brands have launched their respective projects, while construction works are ongoing for a lifestyle
mall, corporate offices and a Seda Hotel.

On August 27, 2009, the Company and the National Housing Authority (NHA) signed a Joint
Venture Agreement to develop the 29.1-hectare North Triangle Property in Quezon City as a
priming project of the government and the private sector. The joint venture represents the
conclusion of a public bidding process conducted by the NHA which began on October 3, 2008.

The Company’s proposal, which has been approved and declared by the NHA as compliant with
the Terms of Reference of the public bidding and the National Economic Development Authority
(NEDA) Joint Venture Guidelines, features the development of a new Central Business District
(CBD) in Quezon City. The CBD will be developed as the Philippines’ first transit-oriented, mixed-
use central business district that will be a new nexus of commercial activity. The proposal also
aims to benefit the NHA in achieving its mandate of providing housing for informal settlers and
transforming a non-performing asset into a model for urban renewal. The development is
expected to generate jobs and revenue both for the local and national governments.
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The Company’s vision for the property is consistent with the mandate of the Urban Triangle
Development (TriDev) Commission to rationalize and speed up the development of the East and
North Triangles of Quezon City into well-planned, integrated and environmentally balanced, mixed-
use communities. The joint venture also conforms with the NHA'’s vision of a private sector-led
and managed model for the development of the property, similar to the development experience in
Fort Bonifacio.

The total project cost is estimated at P22,000.0 million, inclusive of future development costs and
the current value of the property, which the Company and the NHA will contribute as their
respective equity share in the joint venture. The development of Phase 1 commenced in the
second quarter of 2012. Ongoing residential projects are Avida Vita and Sola and Alveo’s High
Park. Meanwhile, opening of Seda Hotel and Ayala Malls Vertis, as well as turnover of Office
Tower 1 units is expected in 2017.

The property, which is now known as the Vertis North Project was launched in 2013. Projects
already launched in Vertis North are Avida Towers Sola and Vita for residential units, meanwhile
Seda Hotel and Ayala Malls Vertis North and Offices which is to be launched 3™ quarter and 2™
quarter this year, respectively.

The Group recorded provision for impairment amounting to nil and P196.6 million in 2016 and
2015, respectively.

12.

Investments in Associates and Joint Ventures

This account consists of:

2016 2015
(In Thousands)

Acquisition cost B20,766,514 P13,624,178
Accumulated equity in net earnings:

Balance at beginning of year 3,897,339 4,324,566

Equity in net earnings (losses) during the year 554,414 (140,488)

Dividends received during the year (232,950) (286,739)

Balance at end of year 4,218,803 3,897,339

P24,985,317 R17,521,517

Details of the Group’s investments in associates and joint ventures and the related percentages of
ownership are shown below:

Percentages of
Ownership Carrying Amounts
2016 2015 2016 2015
(In Thousands)

Joint ventures:

Emerging City Holdings, Inc. (ECHI) 50% 50% P4,159,444  PB4,110,969
Berkshires Holdings, Inc. (BHI) 50 50 1,833,775 1,813,402
Cebu District Property Enterprise, Inc. (CDPEI) 42 42 1,487,279 1,490,511
Alveo-Federal Land Communities, Inc. 50 50 604,634 572,132
SIAL Specialty Retailers, Inc. (SIAL Specialty) 50 50 190,203 417,409
SIAL CVS Retailers, Inc. (SIAL CVS) 50 50 113,588 263,629
AyaGold Retailers, Inc. (AyaGold) 50 50 110,851 115,813
ALI-ETON Property Development Corporation 50 - 14,472

8,514,246 8,783,865

(Forward)
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Percentages of

Ownership Carrying Amounts
2016 2015 2016 2015
(In Thousands)
Associates:
OCLP Holdings, Inc.(OHI) 21 -% B7,320,660 P-
Modular Construction Technology Bhd (MCT) 33 33 6,399,685 6,067,560
Bonifacio Land Corp. (BLC) 10 10 1,369,646 1,353,477
Rize-Ayalaland (Kingsway) GP, Inc. (Rize-Ayalaland) 49 49 623,967 546,324
Mercado General Hospital, Inc. (MGHI) 33 33 372,984 373,238
Tianjin Eco-City Ayala Land Development Co., Ltd. (Tianjin Eco-
City) 40 40 341,789 347,909
Lagoon Development Corporation 30 30 39,409 48,144
Others Various Various 2,931 1,000

16,471,071 8,737,652
P24,985,317 PB17,521,517

As of December 31, 2016 and 2015, the Group had total commitments relating to the Group’s
interests in the joint ventures amounting to P39.0 million and P341.0 million, respectively.

The Company considers a subsidiary as a subsidiary with material NCI, an associate and a joint
venture with material interest if its net assets exceed 5% of its total consolidated net assets of the
Group as of reporting period and considers the relevance of the nature of activities of the
subsidiary compared to other operations of the Group. There are no significant restrictions on the
Company’s ability to use assets and settle liabilities of the Group.

Financial information of the associates with material interest

OHI

OHI owns 99.5% interest in Ortigas & Company Limited Partnership (OCLP), an entity engaged in
real estate development and leasing businesses. In 2016, ALl acquired a 21.1% stake in OHI
consistent with its thrust of expanding its operations to other areas within and outside of Metro
Manila through partnerships. The acquisition was made possible via the purchase of shares from
existing OHI shareholders, and this was recorded under “Investments in associates and joint
ventures” account for B7,320.7 million. For purposes of the provisional purchase price allocation,
the Group assumed that the purchase price is equal to the proportionate share of the Group in the
fair value of assets and liabilities of OHI.

Below is the summarized financial information for OHI (in Thousands):

Current assets P12,591,279
Noncurrent assets 9,425,958
Current liabilities 5,134,495
Noncurrent liabilities 12,732,080
Equity P4,150,662
Proportion of Group’s ownership 21.1%
Group’s share in identifiable net assets 875,790
Carrying amount of the investment P7,320,660
Fair value adjustment 6,444,870

Dividends received P100,000
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Net assets attributable to the equity holders of OHI amounted to P4,130.3 million as of
December 31, 2016.

Revenue R5,610,180

Cost and expenses (4,861,262)

Net income (continuing operations) 748,918

Group’s share in net income for the year 130,418

Total comprehensive income 748,918

Group’s share in total comprehensive income for the year 130,418
MCT

On April 6, 2015, the Group, through its wholly-owned subsidiary, RWIL, has acquired 9.16% of
the shares of Modular Construction Technology (MCT) Bhd. (formerly Malaysian company GW
Plastics Holdings Bhd.), through a private placement for a total amount of US$43.0 million or
P1,900.0 million. MCT, first established in 1999 as a construction company, is a property
development company specializing in mixed-use projects that include retail, office, hotel, and mid-
to affordable residential. The company is able to deliver projects at lower costs by adhering to a
modular construction technique and by being an integrated builder with an in-house design team,
inhouse trading company, direct execution of specialist works and its own pre-cast and ready-
mixed concrete plants.

In May 2015, the Group entered into call option agreements with the two founders and majority
shareholders of MCT, Barry Goh Ming Choon and Tong Seech Wi, that will give the Group the
opportunity to increase its shareholdings in MCT up to a maximum of 32.95%. Then, on
October 15, 2015, the Group exercised its option to acquire additional shares of MCT for a total
cost of US$92.0 million to bring its total shareholding from 9.16% to 32.95%. The increase in
stake will provide the Company with the opportunity to establish a stronger foothold in the Real
Estate sector in Malaysia. RWIL received dividends from MCT on October 19, 2015 which
amounted to US$0.58 million or P26.6 million.

Set out below is the summarized financial information for MCT:

2016 2015
(In Thousands)

Current assets B7,816,983 P8,398,560
Noncurrent assets 6,935,143 6,377,760
Current liabilities 4,130,767 4,389,660
Noncurrent liabilities 2,203,962 2,125,296
Equity B8,417,397 P8,261,364
Proportion of Group’s ownership 33% 33%
Group’s share in identifiable net assets 2,777,741 2,726,250
Carrying amount of the investment 6,399,685 6,067,560
Notional goodwill 3,621,944 3,341,310

Dividends received B- P26,645
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Net assets attributable to the equity holders of MCT amounted to P8,417.4 million and

P8,261.4 million as of December 31, 2016 and 2015, respectively.

2016 2015
(In Thousands)

Revenue B6,979,340 P8,038,259

Cost and expenses (6,077,833) (7,270,993)

Net income (continuing operations) 901,507 767,266

Group’s share in net income for the year 297,046 143,752

Total comprehensive income 901,507 767,266
Group’s share in total comprehensive income for the

year 297,046 143,752

BLC

The Group has a 10% interest in BLC, which is involved in the purchase, subscription or otherwise
disposal of real and personal properties. BLC is a private company incorporated on
October 20, 1994 and there is no quoted market price available for its shares. Its registered office

and principal place of business is Taguig, Philippines.

Set out below is the summarized financial information for BLC:

2016 2015

(In Thousands)

Current assets B14,012,604 P15,083,884
Noncurrent assets 30,254,770 30,376,970
Current liabilities 4,276,972 3,629,028
Noncurrent liabilities 7,783,821 7,887,621
Equity B32,206,581 P33,944,205
Proportion of Group’s ownership 10% 10%
Group’s share in identifiable net assets 3,220,658 3,394,421
Carrying amount of the investment 1,369,646 1,353,477
Negative goodwill (1,851,012) (2,040,944)
Dividends received B24,612 P55,475

Net assets attributable to the equity holders of BLC amounted to P32,206.6 million and
P33,944.2 million as of December 31, 2016 and 2015, respectively.

2016 2015
(In Thousands)
Revenue B4,115,990 P3,640,368
Cost and expenses (2,495,881) (2,294,133)
Net income (continuing operations) 1,620,109 1,346,235
Group’s share in net income for the year 162,011 134,624
Total comprehensive income 1,629,770 1,346,235
Group’s share in total comprehensive income for the
year 162,977 134,624

Aggregate financial information on associates with immaterial interest (Rize-Ayalaland, Tianjin

Eco-City, LDC, MGHI and others) is as follows:

2016 2015

(In Thousands)
Carrying amount B1,381,080 P1,316,614
Share in income (loss) from continuing operations 78,989 (131,567)

Share in total comprehensive income (loss)

78,989 (131,567)
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Aggregate financial information on joint ventures with immaterial interest (ECHI, BHI,
CDPEI, Alveo-Federal, ALI-Eton, SIAL CVS, SIAL Specialty and AyaGold) is as follows:

2016 2015

(In Thousands)
Carrying amount B8,514,245 P8,783,865
Share in loss from continuing operations (24,816) (62,090)
Share in total comprehensive loss (24,816) (62,090)

The following are the significant transactions affecting the Group’s investments in associates and
joint ventures:

Investments in ECHI, BHI and BLC
The Company’s 5.3% direct investment in BLC and 4.8% through Regent Time are accounted for
using the equity method because the Company has significant influence over BLC.

On April 17, 2003, the following transactions were consummated pursuant to the terms and
conditions of the Assignment Agreement (Agreement), dated February 8, 2003, among the
Company, Evergreen Holdings, Inc. (EHI), Greenfield Development Corporation and Larouge, B.V.
(Larouge), as amended, and the Agreement, dated November 23, 2002, among the Company, EHI
and Neo Oracle Holdings, Inc. [formerly Metro Pacific Corporation (MPC)] as amended:

(a) The assignment to the Company and EHI of the rights and obligations of Larouge under the
loan agreement between Larouge and MPC, pursuant to which, Larouge extended MPC a loan
in the principal amount of US$90.0 million, together with all the rights, title and interests of
Larouge in the pledge constituted on 50.4% of the outstanding shares in BLC. The
consideration paid by the Company and EHI for such assignment was approximately
US$90.0 million, subject in part to foreign exchange adjustment.

(b) The assignment to the Company and EHI, acting in this instance through the joint venture
corporation, Columbus Holdings, Inc. (Columbus), of the controlling interest in BLC
representing 50.4% of BLC'’s outstanding capital stock. This assignment was effected by MPC
under a dacion en pago arrangement, and included an assignment of payables of BLC in the
principal amount of P655.0 million together with its underlying security in the form of shares in
Fort Bonifacio Development Corporation (FBDC) representing 5.6% of its outstanding capital
stock.

The Agreement, as amended, also provides for the constitution of a pledge over 5.0% of BLC’s
unencumbered shares as security for contingent liabilities and breach of representation and
warranties. The pledge lien over the 5.0% BLC shares shall continue to subsist until the third
anniversary of the closing date.

The Company and EHI jointly hold the 50.4% equity interest in BLC through ECHI and BHI. The
Company and EHI assigned the notes receivable from MPC to ECHI and BHI, which acquired the
shares of stock of Columbus. Columbus directly owns the 50.4% interest in BLC. BLC owns
55.0% interest in FBDC, the primary developer of certain areas in Fort Bonifacio Global City for
residential, commercial and business development. Columbus accounted for the acquisition of the
50.4% interest in BLC using the purchase method.

Subsequent to this, the Company and EHI acquired additional shares of BLC through a
combination of direct acquisition and through its associates at varying dates:

On July 31, 2008, the Group acquired, through the Company, Regent Time and Columbus,
additional 4,360,178 shares of BLC from FBDC amounting to P689.0 million, equivalent to 7.7%
ownership in BLC. In January and October 2009, a total of 2,295,207 BLC shares were acquired
from Development Bank of the Philippines and MPC, pertaining to the pledged shares, through
Columbus amounting to P362.6 million. This resulted in an increase in the Group’s effective
interest in BLC to 45.1% as of December 31, 2009.
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In 2011, BLC redeemed its 3,485,050 preferred shares with an aggregate redemption price of
RB500.0 million.

Investment in ARCH Capital Fund

In 2006, the Company and AC entered into a Shareholders’ Agreement with ARCH Capital and
Great ARCH Co. Limited, wherein the Company and AC committed to invest a total of

US$75.0 million in a private equity fund that will explore property markets in Asia, excluding Japan
and the Philippines. On the same year, an Amendment and Adherence Agreement was entered
into by the same parties, together with Fine State Group Limited (Fine State) and Green Horizons
Holdings Limited (Green Horizons), a wholly owned subsidiary of First Longfield, transferring the
interests of AC and the Company in ARCH Capital into Fine State and Green Horizons,
respectively. Fine State and First Londfield are 100%-owned Hong Kong subsidiaries of AC and
the Company, respectively.

The Company (through Green Horizons) and AC (through Fine State) both have interests in the
fund management company, ARCH Capital, which is tasked to raise third party capital and pursue
investments for the Fund. The Company (through Green Horizon) and AC (through Fine State)
owned interest of 7.6% and 15.2%, respectively in ARCH Capital.

In 2007, the private equity fund, called ARCH Capital Asian Partners, L.P. (Fund) was established.
As at December 31, 2007, the Fund achieved its final closing, resulting in a total investor
commitment of US$330.0 million. As a result, portion of the funds disbursed by the Company and
AC and invested into the Fund have been returned in 2007, reducing the Company’s overall capital
invested to P214.5 million as of December 31, 2007. In 2009, 2010 and 2011, the Fund made a
capital call where the Company’s share amounted to $2.1 million, and $9.1 million and $2.2 million,
respectively.

On March 7, 2011, the Company, AC and TRG completed an exchange of ownership interests in
Arch Capital and ARCH Capital Asian Partners G.P. (a Cayman Islands company), with proceeds
and carrying value of the investments as of the date of exchange amounting to US$3.8 million and
US$0.4 million, respectively, resulted to a gain of US$2.9 million, net of transaction costs, lodged
in “Interest and investment income” account. The exchange in ownership interest resulted in TRG
acquiring the Company’s 17% stake and AC’s 33.0% interest. The completed exchange of
ownership interests did not change the activities, management, focus, and shareholder structure of
the ARCH Fund, with the Company retaining its current 8% interest in the fund.

In 2012, the Company’s investment over the Fund was reclassified from associate to FVPL. The
Company lost significant influence over the Fund since its investments pertain to monetary interest
and no longer equity interest.

As of December 31, 2016 and 2015, the Company’s remaining capital commitment with the Fund
both amounted to nil.

Investment in AMHRI

In December 2007, the Company entered into a joint venture with Kingdom Hotel Investments, Inc.
(KHI) to develop a 7,377-square meter property along Makati Avenue corner Arnaiz Avenue
(formerly Pasay Road) into a luxury hotel complex comprised of a 300-room Fairmont Hotel,

a 30-suite Raffles Hotel and 189 Raffles branded private residences.

The 7,377-square meter property developed was conveyed by the Company to AMHRI in
exchange for 37,250 common shares, 38,250 redeemable preferred shares A and 16,758
preferred shares.

In 2012, the Group obtained control over AMHRI and AMHPI through step acquisition as discussed
in Note 24.
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Investment in ALI-ETON Property Development Corporation

ALI-ETON Property Development Corporation was incorporated on March 13, 2016. The company
is a joint venture between Ayala Land, Inc. LT Group, Inc.. The ALI and LT Group, Inc. entered
into an agreement on January 21, 2016 to jointly develop a project along the C5 corridor. The
project is envisioned to be a township development that spans portions of Pasig City and Quezon
City.

Investment in Alveo-Federal Land Communities, Inc.

Alveo Land Corp. signed a Joint Venture Agreement (JVA) with Federal Land, Inc. last April 29,
2015 for equal ownership over AFLCI. The JV is for the development of project Lexus located in
Laguna near Nuvali.

Investment in SIAL Specialty

SIAL Specialty was incorporated on September 27, 2012 as a joint venture between ALI Capital
Corp. and Store Specialist, Inc. (SSI). Varejo is a wholly owned subsidiary of the Company. SSlis
one of the largest specialty retail companies in the Philippines with the exclusive distribution rights
to a variety of brands from around the world. On March 1, 2016, the SIAL entered into a Deed of
Absolute Sale with Metro Retail Stores Group, Inc. (Purchaser) to sell assets in its two department
stores for a total purchase price of P498.81 million.

The partnership, which combines the Company’s expertise in developing mixed-use developments
and SSI's proven track record in retail, is aimed at pursuing retail solutions to address the growing
and changing lifestyle needs of the market.

SIAL Specialty was organized primarily for the investment and operation of mid-market department
stores and to pursue other investment opportunities in the Philippine retail sector.

Investment in SIAL CVS
SIAL CVS is an equally-owned joint venture between ALI Capital Corp., the Company’s wholly
owned subsidiary and SlI, SSI's wholly owned subsidiary.

SIAL CVS shall be the vehicle for the investment in the operation of convenience stores in the
Philippines. SIAL CVS capitalizes on the Company’s expertise in mixed-use developments and
SSI’s experience in the Philippine retail market. The Parties agreed to incorporate a special
purpose vehicle that shall form a partnership with FamilyMart Co. Ltd. and Itochu Corporation for
the operation of FamilyMart convenience stores in the Philippines.

Investment in AyaGold Retailers, Inc.

AyaGold Retailers, Inc., a joint venture between Entenso Equities Incorporated (EEI, a wholly
owned subsidiary of Puregold Price Club, Inc.) and ALI Capital Corp. (a wholly owned subsidiary of
the Company and the holding company for its retail-related initiatives), was incorporated in
October 2, 2013. Itis organized primarily to finance, build and operate mid-market supermarkets
for some of Company’s new integrated and mixed-use developments. The mid-market
supermarkets will be carried under a new brand to be jointly developed by both ALI Capital Corp.
and EEI. The partnership with EEI will enable the Company to support its mixed-use
developments and, at the same time, grow its recurring income portfolio.

Investment in MGHI

In July 2013, the Company entered into an agreement with the Mercado Family to acquire
Whiteknight Holdings, Inc. (WHI), a 33% equity stockholder of MGHI. Its acquisition of WHI will
allow the Company to build a strategic partnership with the Mercado Group and support MGHI’s
future growth. This partnership also enhances the potential of Ayala Land’s development of
mixed-use communities by offering the critical component of medical services to complement the
residential, shopping centers, office and hotel developments therein.
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Rize-Ayalaland (Kingsway) GP, Inc. was incorporated on January 25, 2013 under the laws of
British Columbia, Canada. The Company's effective ownership is 49.0% through its Vancouver-
based subsidiary, AyalaLand Real Estate Investments, Inc.

Investment in Cebu District Property Enterprise, Inc.

Cebu District Property Enterprise, Inc. (CDPEI) was incorporated on February 20, 2014 and is a
50:50 joint venture between the Company and Aboitiz Land, Inc. CDPEI's main purpose is to
create a mixed-use commercial and residential district with the 15.4 hectare property in
Subangdaku, Mandaue. On April 11, 2014, ALI's 50% equity was further broken down to 35% AL,

10% CHI and 5% CPVDC.

13.

Investment Properties

The rollforward analysis of this account follows:

2016
Construction
Land Buildings in Progress Total
(In Thousands)
Cost
Balance at beginning of year B11,772,009 B79,819,764 B9,854,402 B101,446,175
Additions 1,441,802 2,217,354 24,167,927 27,827,083
Acquisitions through business
combinations (Note 24) 801,288 760,810 - 1,562,098
Disposals (220,465) (314,282) - (534,747)
Transfers (Note 36) 687,867 1,949,774 (1,208,418) 1,429,223
Retirement - (20,546) - (20,546)
Balance at end of year 14,482,501 84,412,874 32,813,911 131,709,286
Accumulated Depreciation
Balance at beginning of year - 20,981,400 - 20,981,400
Depreciation - 2,834,555 - 2,834,555
Disposals - (1,896) - (1,896)
Transfers - (45,495) - (45,495)
Retirement - (3,144) - (3,144)
Impairment losses - 12,834 12,834
Balance at end of year - 23,778,254 - 23,778,254
Net Book Value B14,482,501 B60,634,620 B32,813,911 B107,931,032
2015
Construction
Land Buildings in Progress Total
(In Thousands)
Cost
Balance at beginning of year P8,951,515 P71,142177 P5,936,777 P86,030,469
Additions 2,795,057 5,333,981 6,264,639 14,393,677
Acquisitions through business
combinations (Note 24) - 1,584,929 - 1,584,929
Disposals (566) (745,835) - (746,401)
Transfers (Note 36) 26,003 2,504,512 (2,347,014) 183,501
Balance at end of year 11,772,009 79,819,764 9,854,402 101,446,175
Accumulated Depreciation
Balance at beginning of year - 18,132,527 - 18,132,527
Depreciation - 3,071,420 - 3,071,420
Disposals - (263,143) - (263,143)
Transfers - 40,596 - 40,596
Balance at end of year - 20,981,400 - 20,981,400
Net Book Value P11,772,009 P58,838,364 P9,854,402 P80,464,775
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Certain parcels of land are leased to several individuals and corporations. Some of the lease
contracts provide, among others, that within a certain period from the expiration of the contracts,
the lessee will have to demolish and remove any and all improvements (such as buildings)
introduced or built within the leased properties. Otherwise, the lessor will cause the demolition and
removal thereof and charge the cost to the lessee unless the lessor occupies and appropriates the
same for its use and benefit.

Construction in progress pertain to buildings under construction to be leased as retail and office

spaces upon completion.

The aggregate fair value of the Group’s investment properties amounted to P290,996.7 million and
P249,100.0 million as of December 31, 2016 and 2015, respectively.

The fair values of the investment properties were determined by independent professionally

qualified appraisers.

The following table provides the fair value hierarchy of the Group’s investment properties as of
December 31, 2016 and 2015:

2016

Fair value measurement using
Quoted prices Significant Significant
in active observable unobservable

markets inputs inputs
Date of Valuation Total (Level 1) (Level 2) (Level 3)

(In Thousands)
Land properties Various B177,003,922 B- B- P177,003,922
Retail properties Various 70,188,689 - - 70,188,689
Office properties Various 42,852,840 - - 42,852,840
Hospital properties Various 951,285 - - 951,285

2015

Fair value measurement using
Quoted prices Significant Significant

in active observable unobservable

markets inputs inputs

Date of Valuation Total (Level 1) (Level 2) (Level 3)

(In Thousands)

Land properties Various B171,619,875 B- B- P171,619,875
Retail properties Various 49,200,907 - - 49,200,907
Office properties Various 27,921,658 - - 27,921,658
Hospital properties Various 357,545 - - 357,545

The values of the land and buildings were arrived at using the Market Data Approach and Cost
Approach. Market Data Approach provides an indication of value by comparing the subject asset
with identical or similar assets for which price information is available. This approach was used for
the land and condominium unit as it is commonly used in the property market since inputs and data
for this approach are available. Cost Approach provides an indication of value using the economic
principle that a buyer will pay no more for an asset than the cost to obtain an asset of equal utility,
whether by purchase or by construction. The valuation used Cost Approach using the Depreciated
Replacement Cost Method. This was used by computing for the replacement cost of the assets
and applying appropriate adjustments for physical deterioration, functional obsolescence and

economic obsolescence.

For Market Data Approach, the higher the price per sqm., the higher the fair value. For Cost
Approach, whose unobservable inputs include price information on construction materials, labor
and installation and indirect costs, the higher these costs, the higher the fair value.

Interest capitalized amounted to P129.5 million, B39.2 million and B76.1 million in 2016, 2015 and
2014, respectively. The capitalization rates are 3.20-4.75%, 4.75-5.32% and 5.49% in 2016, 2015
and 2014, respectively (see Note 17).
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Consolidated rental income from investment properties amounted to P21,319.0 million,

18,928.0 million and P16,380.0 million in 2016, 2015 and 2014, respectively (see Note 21).
Consolidated direct operating expenses arising from the investment properties in 2016, 2015 and
2014 amounted to P4,436.9 million, P4,200.2 million and P4,076.0 million, respectively

(see Note 22).

Depreciation and amortization expense pertaining to investment properties amounted to
P2,834.6 million, P3,071.4 million and B3,056.4 million in 2016, 2015 and 2014, respectively
(see Note 22).

14.

Property and Equipment

The rollforward analysis of this account follows:

2016
Land, Machinery and Furniture, Hotel
Buildings and Construction Fixtures and Transportation Property and
Improvements Equipment Equipment Equipment Equipment Total
(In Thousands)
Cost
Balance at beginning of year P6,593,562 P10,084,278 P3,888,375 B2,008,272 P13,213,766 P35,788,253
Additions 529,771 1,660,259 347,357 612,262 382,614 3,532,263
Additions through
consolidation of club
shares 319,880 - 1,498,349 - - 1,818,229

Acquisitions through
business combination

(Note 24) 7,863 78,459 2,554 - - 88,876
Disposals (8,416) (261,300) (49,942) (74,895) (1,578,554) (1,973,107)
Transfers (Note 36) - - 62,197 - - 62,197
Balance at end of year 7,442,660 11,561,696 5,748,890 2,545,639 12,017,826 39,316,711

Accumulated Depreciation
and Amortization

Balance at beginning of year 1,809,442 3,599,518 2,530,444 600,889 3,001,505 11,541,798
Depreciation and
amortization (Note 22) 414,788 1,595,572 375,128 190,838 378,485 2,954,811
Disposals (1,287) (234,379) (7,136) (71,674) (1,415,303) (1,729,779)
Transfers - - 45,495 - - 45,495
Balance at end of year 2,222,943 4,960,711 2,943,931 720,053 1,964,687 12,812,325
Net Book Value B5,219,717 P6,600,985 B2,804,959 P1,825,586 P10,053,139 P26,504,386
2015
Land, Machinery and Furniture, Hotel
Buildings and Construction Fixtures and Transportation Property and
Improvements Equipment Equipment Equipment Equipment Total
(In Thousands)

Cost
Balance at beginning of year P4,237,101 P7,663,533 P2,969,076 P1,223,177 P12,655,055 P28,747,942
Additions 2,268,904 2,823,392 974,918 213,308 558,711 6,839,233

Acquisitions through
business combination

(Note 24) - - - 721,411 - 721,411
Disposals/Write-offs (67,313) (75,961) (97,640) (149,624) - (390,538)
Transfers (Note 36) 154,870 (326,686) 42,021 - - (129,795)
Balance at end of year 6,593,562 10,084,278 3,888,375 2,008,272 13,213,766 35,788,253

Accumulated Depreciation
and Amortization

Balance at beginning of year 1,463,276 2,960,079 2,253,441 606,851 2,639,382 9,923,029
Depreciation and

amortization (Note 22) 407,412 705,908 387,302 128,754 362,123 1,991,499
Disposals (61,246) (66,469) (69,702) (134,716) - (332,133)
Transfers - - (40,597) - - (40,597)
Balance at end of year 1,809,442 3,599,518 2,530,444 600,889 3,001,505 11,541,798

Net Book Value P4,784,120 P6,484,760 P1,357,931 P1,407,383 P10,212,261 P24,246,455
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The consolidated depreciation and amortization of property and equipment (included under various
consolidated statements of income accounts) amounted to P2,954.8 million, P1,991.5 million and
B1,927.4 million in 2016, 2015 and 2014, respectively. No interest was capitalized in 2016 and
2015. (see Note 17).

15.

Other Noncurrent Assets

This account consists of:

2016 2015
(In Thousands)

Prepaid expenses B10,456,452 B7,383,461
Leasehold rights 3,620,081 93,467
Deposits - others 2,477,202 1,972,105
Deferred input VAT 1,132,812 993,848
Net pension assets (Note 26) 73,512 64,204
Others 386,351 427,218

P18,146,410 P10,934,303

Prepaid expenses consist of project costs incurred for unlaunched projects of the Group, advance
rental payments, noncurrent prepaid management fees, commissions and advertising and
promotions.

Leasehold rights consist of the following:

e Through the acquisition of POPI, ALI acquired leasehold rights arising from their lease
agreement with Philippine National Railways (PNR) (see Notes 24 and 32).

o TKPI's leasehold rights pertains to the right to use the property in Apulit Island.

The movements during the year follow:

2016 2015

(In Thousands)
Balance at beginning of year P93,467 P100,143
Additions through business combination (Note 24) 3,611,808 -
Amortization (85,194) (6,676)
Balance at end of year B3,620,081 P93,467

Deposits - others pertain to various utility deposits and security deposits for leases.

Deferred input VAT is applied against output vat. The remaining balance is recoverable in future
periods.

Others pertain to prepayments for expenses that is amortized for more than one year.
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16. Accounts and Other Payables

This account consists of:

2016 2015
(In Thousands)

Accounts payable P84,689,671 P65,325,054
Taxes payable 16,023,579 10,724,843
Accrued project costs 15,219,497 16,655,458
Liability for purchased land 6,257,097 5,875,204
Accrued salaries and employee benefits 4,840,268 2,796,416
Accrued professional and management fees 3,021,032 2,535,687
Accrued utilities 2,182,743 2,115,225
Accrued repairs and maintenance 1,877,553 2,779,655
Interest payable 1,525,867 1,511,793
Accrued rentals 1,391,679 1,204,094
Accrued advertising and promotions 1,243,341 900,046
Payable to related parties (Note 25) 668,977 662,862
Dividends payable 426,244 348,087
Retentions payable 344,561 28,763
DRP obligation 223,401 261,590
Other accrued expenses 1,777,604 361,163

P141,713,114 P114,085,940

Accounts payable and accrued expenses are noninterest-bearing and are normally settled on
30- to 60-day terms, except for accrued project costs.

Accrued project cost are expenses related to materials, overhead and subcontractor cost not yet
billed by the contractor.

Liability for purchased land pertains to the portion of unpaid unsubdivided land acquired payable
during the year. These are normally payable in quarterly or annual installment payments or upon
demand.

DRP obligation pertains to the current portion of the liability arising from the assignment agreement
between the Group and MRTDC of the latter’s development rights (see Note 34). In consideration
of the lease, the Group will be charged an annual rent related to the original DRP obligation on the
MRTDC and 5% of the rental income from the Group’s commercial center business. Of the 5%
variable amount due, 2.42% shall be directly paid by the Group to the minority shareholders of
Monumento Rail Transit Corporation, 28.47% shall be paid directly to Metro Global Holdings
Corporation and the remaining 69.11% shall be applied against receivables (see Note 7).

Other accrued expenses consist mainly of accruals from commissions, royalty, transportation and
travel, janitorial and security, postal and communication and other expenses.

17.

Short-term and Long-term Debts

The short-term debt of P24,244.4 million and P10,486.3 million as of December 31, 2016 and
2015, respectively, represents unsecured peso-denominated bank loans and dollar-denominated
bank loans. In compliance with BSP rules on directors, officers, stockholders and related
interests, certain short-term and long-term debt with a carrying value of B5,669.1 million and
P12,585.0 million as of December 31, 2016 are secured by a real estate mortgage dated
September 2, 2014 covering both land and building of Greenbelt. Net book value of the property
amounted to P2,982.4 million and P3,207.5 million as of December 31, 2016 and 2015,
respectively which is accounted as part of the “Investment properties” account.
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Dollar-denominated short-term loans amounted to nil and P1,053.0 million in 2016 and 2015,

respectively.

Interest rates for these short-term loans are as follows:

2016

2015

Philippine Peso
US Dollar

Long-term debt consists of:

2.3%to 3.0%

2.1% 10 3.1%
1.1% to 1.3%

2016 2015
(In Thousands)

Company:

Bonds:
Due 2016 B- P2,182,850
Due 2019 12,350,000 9,350,000
Due 2020 4,000,000 4,000,000
Due 2022 12,650,000 12,650,000
Due 2023 7,000,000 -
Due 2024 14,980,000 15,000,000
Due 2025 14,989,000 8,000,000
Due 2026 8,000,000 -
Due 2033 2,000,000 2,000,000
Fixed rate corporate notes (FXCNs) 9,157,000 14,328,400
Floating rate corporate notes (FRCNs) - 1,000,000
Php - denominated long term loan 15,190,739 15,442,250
US Dollar - denominated long term loan 1,957,725 1,882,400
102,274,464 85,835,900

Subsidiaries:

Bonds 5,000,000 5,000,000
Bank loans - Philippine Peso 25,558,232 25,153,105
Bank loans - US Dollar - 1,508,861
Fixed rate corporate notes 3,362,500 3,450,000
33,920,732 35,111,966
136,195,196 120,947,866
Less unamortized transaction costs 638,208 438,013
135,556,988 120,509,853
Less current portion 5,187,111 8,807,652

P130,369,877

R111,702,201

ALl

Philippine Peso Homestarter Bond due 2016

In October 2012, the Company issued a P1,000.0 million bond due 2015 at a fixed rate equivalent
to 5.00% p.a. As of December 31, 2015, the Company’s total payment amounted to B780.3 million
and the remaining balance of P219.7 million was settled on January 7, 2016. In May 2013, the
Company issued the second tranche of the bonds registered with the SEC in 2012, at an
aggregate principal amount of P2,000.0 million. The bonds have a term of three (3) years from the
issue date, and will bear interest on its principal amount at a fixed rate of 4.00% p.a. Interest will
not be compounded and shall be payable on maturity date or on the date of effectivity of an Early
Downpayment Application, as may be applicable, less the amount of any applicable withholding
taxes. The total payments of the Company as of December 31, 2015 amounted to P36.8 million
and the remaining balance of the bonds amounting to P1,963.2 million matured and was paid on
May 31, 2016.
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Philippine Peso 3-Year Homestarter Bond due 2019 and 7-year Bonds due 2023

In October 2016, the Company issued a total of P10,000.0 million bonds, broken down into a
P3,000.0 million Homestarter bond due 2019 at a fixed rate of 3.0% p.a. and a P7,000.0 million
fixed rate bond due 2023 at a rate equivalent to 3.8915% p.a. The Bonds represent the first
tranche of Homestarter Bonds series and the third tranche of the Fixed-rate Bonds Series issued
under the Company's BP50,000.0 million Debt Securities Program registered with the SEC, and
listed in the Philippine Dealing & Exchange Corp. (PDEx). The Bonds have been rated PRS Aaa
with a Stable Outlook by Philippine Rating Services Corporation (“PhilRatings”). Obligations rated
PRS Aaa are of the highest quality with minimal credit risk. The obligor’s capacity to meet its
financial commitment on the obligation is extremely strong. PRS Aaa is the highest rating assigned
by PhilRatings. On the other hand, an Outlook is an indication as to the possible direction of any
rating change within a one year period and serves as a further refinement to the assigned credit
rating for the guidance of investors, regulators, and the general public. A Stable Outlook indicates
that the rating is likely to be maintained or to remain unchanged in the next twelve months.

Philippine Peso 7-Year and 10-year Bonds due 2019 and 2022

In April 2012, the Company issued a total of P15,000.0 million bonds, broken down into a
P9,350.0 million bond due 2019 at a fixed rate equivalent to 5.6% p.a. and a P5,650.0 million bond
due 2022 at a fixed rate equivalent to 6.0% p.a. The Philippine Rating Services Corporation
(“PhilRatings”) assigned a PRS AAA rating on the bonds indicating that it has the smallest degree
of investment risk. Interest payments are protected by a large or by an exceptionally stable margin
and principal is assured. While the various protective elements are likely to change, such changes
as can be visualized are most unlikely to impair the fundamentally strong position of such

issues. PRS AAA is the highest credit rating possible on PhilRatings’ rating scales for long-term
issuances.

Philippine Peso 7-Year and 20-year Bonds due 2020 and 2033

In October 2013, the Company issued a total of P6,000.0 million bonds, broken down into a
P4,000.0 million bond due 2020 at a fixed rate equivalent to 4.6% p.a. and a P2,000.0 million bond
due 2033 at a fixed rate equivalent to 6.0% p.a. CRISP assigned a "AAA" rating on the bonds
indicating that it has a minimal credit risk owing to the Company’s capacity to repay its debt
obligations. AAA is the highest rating assigned by CRISP.

Philippine Peso 10-year and 6-month Bonds due 2024

In July 2013, the company issued a total of P15,000.0 million bonds due 2024 at a fixed rate
equivalent to 5.0% p.a. Credit Rating and Investors Services Philippines, Inc. (CRISP) assigned a
"AAA" on the bonds indicating that it has a minimal credit risk owing to the Company’s capacity to
repay its debt obligations. AAA is the highest rating assigned by CRISP.

Philippine Peso 11-year Bonds due 2025

In April 2014, the Company issued a total of B8,000.0 million bonds due 2025 at a fixed rate
equivalent to 5.6% p.a. The Bonds have been rated PRS Aaa by PhilRatings, indicating that
obligor’s capacity to meet its financial commitment on the obligation is extremely strong.

Philippine Peso 9-year and 6-month Bonds due 2025

In April 2016, the Company issued a total of B7,000.0 million bonds due 2025 at a fixed rate
equivalent to 4.75% p.a. The Bonds is the second tranche of the Fixed-rate Bonds Series under
the Company's P50,000.0 million Debt Securities Program registered in the SEC. The Bonds were
assigned an issue credit rating of PRS Aaa, with a Stable Outlook, by Philippine Rating Services
Corporation (PhilRatings). Obligations rated PRS Aaa are of the highest quality with minimal credit
risk. The obligor’s capacity to meet its financial commitment on the obligation is extremely strong.
PRS Aaa is the highest rating assigned by PhilRatings.

Philippine Peso 10-year Bonds due 2026

In March 2016, the Company issued a total of B8,000.0 million bonds due 2026 at a fixed rate
equivalent to 4.85% p.a. The Bonds is the first tranche of the Fixed-rate Bonds Series under the
Company's P50,000,000,000 Debt Securities Program registered in the SEC. The Bonds was
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assigned an issue credit rating of PRS Aaa, with a Stable Outlook, by Philippine Rating Services
Corporation (PhilRatings). Obligations rated PRS Aaa are of the highest quality with minimal credit
risk. The obligor’s capacity to meet its financial commitment on the obligation is extremely strong.
PRS Aaa is the highest rating assigned by PhilRatings.

Philippine Peso 7.0 Billion Fixed Rate Bonds due 2022

In April 2015, the Company issued a total of B7,000.0 million bonds due 2022 at a fixed rate
equivalent to 4.5% p.a. The Bonds have been rated PRS Aaa by PhilRatings, indicating that
obligor’s capacity to meet its financial commitment on the obligation is extremely strong.

Philippine Peso 7-year FRCN due 2016

In October 2009, the Company executed a P1,000.0 million committed FRCN facility with a local
bank, of which an initial P10.0 million was drawn on October 12, 2009. The balance of

P990.0 million was subsequently drawn on November 18, 2011. The FRCN bears a floating
interest rate based on the 3-month PDST-R1 plus a spread of 0.96%, repriceable quarterly. The
FRCNs matured on October 12, 2016, the seventh anniversary of the initial drawdown date.

Philippine Peso 5-, 7- and 10-year FXCNs due 2011, 2013 and 2016

In September 2006, the Company issued P3,000.0 million FXCNs consisting of 5-, 7- and
10-year notes issued to various financial institutions and will mature on various dates up to

2016. The FXCNs bear fixed interest rates ranging from 7.25% to 7.75% p.a. depending on the
term of the notes. In January 2011, simultaneous to a new corporate note offering, the Company
undertook a liability management exercise by offering to prepay holders of the corporate notes
issued in 2006 while inviting the same institutions to participate in the new issuance. A number of
investors holding up to P875.0 million of notes maturing in 2013 and 2016 accepted the offer

to be prepaid. On September 23, 2011, the 5-year and one (1) day FXCNs amounting to
P1,830.0 million matured and were fully repaid by the Company. Subsequently in

September 2013, the balance of the 7-year FXCNs amounting to P195.0 million matured and
was fully repaid by the Company. In September 2016, the balance of the 10-year FXCNs
amounting to P100 million matured and was fully repaid by the Company. As of December 31,
2016, the specified FXCNs has zero outstanding balance.

Philippine Peso 5-, 7- and 10-year FXCN due 2014, 2016 and 2019

In January 2009, the Company issued an aggregate P2,380.0 million in 5-, 7- and 10-year notes to
various financial institutions and retail investors. The notes will mature on various dates up to
2019. The FXCNs bear fixed interest rates ranging from 7.8% to 8.9%. P220.0 million and
R830.0 million notes due in 2014 and 2016, respectively were prepaid on January 28, 2013.
Subsequently, the B1,330.0 million note due in 2019 was prepaid on January 28, 2016. As of
December 31, 2016, the specified FXCNs has zero outstanding balance.

Philippine Peso 5-, 10-, 15-Year FXCN due on 2016, 2021 and 2026

In January 2011, the Company issued P10,000.0 million FXCNs to various financial institutions
and retail investors. The notes will mature on various dates up to 2026. The FXCNs bear fixed
interest rates ranging from 5.6% to 7.5% p.a. depending on the term of the notes. The Company
prepaid P1,950.0 million of notes due in 2016 on January 19, 2013. In 2014, the Company paid
P43.0 million for the matured portion of the loan. In January 2016, the Company paid

P3,750 million notes for the matured portion of the loan. As of December 31, 2016, the remaining
balance of the FXCN amounted to P4,257.0 million.

Philippine Peso 10-year Note due 2022

In December 2012, the Company executed a P5,000.0 million committed Corporate Note facility
with a local bank, of which an initial P3,500.0 million was drawn in 2012. The balance of
P1,500.0 million was subsequently drawn in January 2013. Notes currently bear a fixed interest
rate of 4.5%. The Corporate Notes will mature on the third month succeeding the tenth
anniversary of the initial drawdown date. In 2015, the B50.0 million was prepaid by the Company.
In 2016, another P50.0 million was prepaid by the Company. As of December 31, 2016, the
remaining balance of the note amounted to P4,900.0 million.
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US Dollar-denominated Long-term Loans

In October 2012, the Company executed and had fully withdrawn a US$58.5 million long-term
facility. The loan bears a floating interest rate based on a credit spread over the three-month

US Dollar London Interbank Offered Rate (LIBOR), repriceable quarterly. The loan will mature on
the third month succeeding the tenth anniversary of the initial drawdown date. In January 2014
and October 2015, the Company made partial prepayments on the loan in the amount of

US$5.8 million and US$12.8 million, respectively. Subsequently in March 2016, a US$30.0 million
long-term facility was assigned by ALl Makati Hotel Property, Inc. to the Company. The assigned
loan bears a floating interest rate based on a credit spread over the three-month US Dollar London
Interbank Offered Rate (LIBOR), repriceable quarterly and had a remaining term of 3 years and 4
months from the time of assignment.

Peso-denominated Long-term Loans

In August to September 2015, the Company assumed an aggregate of P15,442.3 million various
long-term facilities of some subsidiaries from various banks. The loans bear fixed interest rates
ranging from 4.5% to 4.7% p.a. and terms ranging from 4.4 years to 10.5 years. In 2016, the
P251.5 million current portion of the loans was paid. As of December 31, 2016, the outstanding
balance of peso-denominated long-term loans amounted to P15,190.7 million.

Subsidiaries

The subsidiaries’ loans will mature on various dates up to 2025. Peso-denominated loans bear
various floating interest rates at 60 bps to 80 bps spread over the benchmark 91-day PDST-R1/R2
or and fixed interest rates ranging from 3.56% to 5.75% p.a. Certain loans which are subject to
floating interest rates are subject to floor floating interest rates equivalent to 95.0% or par of the
Overnight Reverse Repurchase Agreement Rate of the Bangko Sentral ng Pilipinas (BSP
Overnight Rate) or at the BSP Overnight Rate plus a spread of 20 bps to 75 bps p.a.. Dollar-
denominated loans bear floating interest rates at a credit spread over the benchmark three-month
US Dollar LIBOR, repriceable quarterly. The total outstanding balance of the subsidiaries’ loans as
of December 31, 2016 and 2015 amounted to P33,920.7 million and P35,112.0 million loans,
respectively. Movements are due to peso-denominated loans amounting to P1,436.5 million
availed by AMPHI in 2016. The subsidiaries also paid B1,508.9 million dollar-denominated loans,
P1,031.4 million peso-denominated loans and P87.5 million fixed rate corporate notes in 2016.

In compliance with BSP rules on directors, officers, stockholders and related interests, certain
short-term and long-term debt with a carrying value of P5,669.1 million and P12,585.0 million as of
December 31, 2016 are secured by a real estate mortgage dated September 2, 2014 covering
both land and building of Greenbelt. Net book value of the property amounted to P2,982.4 million
and B3,207.5 million as of December 31, 2016 and 2015, respectively which is accounted as part
of the “Investment properties” account.

Philippine Peso 5.0 Billion Fixed Rate Bonds due 2021

In June 2014, Cebu Holdings, Inc. a total of B5,000.0 million bonds due 2021 at a fixed rate
equivalent to 5.3% p.a. The Bonds have been rated PRS Aaa by PhilRatings, indicating that
obligor’s capacity to meet its financial commitment on the obligation is extremely strong.

The loan agreements contain some or all of the following restrictions: material changes in nature of
business; maintenance of debt-to-equity ratio; payment of dividends and additional loans maturing
beyond a year which will result in a violation of the required debt-to-equity ratios; merger or
consolidation where the Company/subsidiary is not the surviving corporation; guarantees or
advances; encumbrance for borrowed money; and sale of substantially all assets. These
restrictions and requirements were complied with by the Group as of December 31, 2016 and
2015.

Interest capitalized amounted to P265.7 million and P116.7 million in 2016 and 2015, respectively.
The capitalization rates are 3.2-6.5% in 2016 and 4.8-5.3% in 2015 (see Notes 8, 13 and 14).



-64 -

Transaction costs capitalized amounted to P263.7 million and P65.0 million in 2016 and 2015,
respectively. Amortization amounted to P63.5 million and P61.3 million in 2016 and 2015,
respectively and included under “Interest and other financing charges” (see Note 22).

. Deposits and Other Current Liabilities

This account consists of:

2016 2015

(In Thousands)
Customers’ deposits B7,905,405 P4,267,279
Security deposits 7,245,837 7,157,526
Others 436,781 44,665

P15,588,023 P11,469,470

Customers’ deposits consist of collections from real estate customers which have not reached the
10% threshold to qualify for revenue recognition and excess of collections over the recognized
receivables based on percentage of completion.

Security deposits are equivalent to one (1) to three (3) months’ rent of tenants with cancellable
lease contracts and whose lease term will end in the succeeding year. This will be refunded to the
lessees at the end of the lease term or be applied to the last months' rentals on the related
contracts.

Other current liabilities mostly pertain to unearned income and unrealeased checks.

. Deposits and Other Noncurrent Liabilities

This account consists of:

2016 2015
(In Thousands)

Deposits B19,542,253 P16,573,055
Contractors payable 9,266,399 8,272,014
Retentions payable 6,485,226 5,122,306
Liability for purchased land 2,099,051 110,475
DRP obligation 656,638 551,182
Subscriptions payable 498,175 16,500
Other liabilities 773,648 751,493

P39,321,390 R31,397,025

Deposits include security deposits from tenants of retail and office spaces and deferred credits
arising from sale of real estate properties. Security deposits are equivalent to one (1) to three (3)
months’ rent of long-term tenants with noncancellable leases. This will be refunded to the lessees
at the end of the lease term or be applied to the last months' rentals on the related

contracts. Deferred credits pertains to advances from buyers of real estate properties to cover
various processing fees including, but not limited to, fees related to transfer of title such as
registration fees, documentary taxes and transfer taxes. Payments made by the Group for the
processing of title are charged to this account.

Contractors payable are estimates for additional project cost to be incurred for project
development.
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Retentions payable pertains to the amount withheld by the Group on contractors’ billings to be
released after the guarantee period, usually one (1) year after the completion of the project. The
retention serves as a security from the contractor should there be defects in the project.

Liability for purchased land pertains to the portion of unpaid unsubdivided land acquired during the
year. These are normally payable in quarterly or annual installment payments within three (3) or
five (5) years.

DRP obligation pertains to the liability arising from the assignment agreement between NTDCC
and MRTDC of the latter’s development rights (see Note 34). In consideration of the lease, the
Company will be charged an annual rent related to the original DRP obligation on the MRTDC and
5% of the rental income from the Company’s commercial center business.

The Group’s subscription payable pertains to POPI’s investment in Cyber Bay.

On April 25, 1995, Central Bay, a wholly-owned subsidiary of Cyber Bay, entered into a Joint
Venture Agreement with the Philippine Reclamation Authority (PRA; formerly Public Estates
Authority) for the complete and entire reclamation and horizontal development of a portion of the
Manila-Cavite Coastal Road and Reclamation Project (the Project) consisting of three partially
reclaimed and substantially eroded islands (the Three Islands) along Emilio Aguinaldo Boulevard
in Parafiaque and Las Pifas, Metro Manila with a combined total area of 157.8 hectares, another
area of 242.2 hectares contiguous to the Three Islands and, at Central Bay’s option as approved
by the PRA, an additional 350 hectares more or less to regularize the configuration of the
reclaimed area.

On March 30, 1999, the PRA and Central Bay executed an Amended Joint Venture Agreement
(AJVA) to enhance the Philippine Government’s share and benefits from the Project which was
approved by the Office of the President of the Philippines on May 28, 1999.

On July 9, 2002, the Supreme Court (SC) (in the case entitled “Francisco Chavez vs. Amari
Coastal Bay and Reclamation Corp.”) issued a ruling declaring the AJVA null and void.
Accordingly, PRA and Central Bay were permanently enjoined from implementing the AJVA.

On July 26, 2002, Central Bay filed a Motion for Reconsideration (MR) of said SC decision. On
May 6, 2003, the SC En Banc denied with finality Central Bay’s MR. On May 15, 2003, Central Bay
filed a Motion for Leave to Admit Second MR. In an En Banc Resolution of the SC dated

July 8, 2003, the SC resolved to admit the Second MR of Central Bay.

On November 11, 2003, the SC rendered a 7-7 split decision on Central Bay’s Second MR.
Because of the new issues raised in the SC’s latest resolution that were never tried or heard in the
case, Central Bay was constrained to file on December 5, 2003 a Motion for Re-deliberation of the
SC'’s latest resolution which motion was denied with finality by the SC.

With the nullification of the AJVA, Central Bay has suspended all Project operations. On

August 10, 2007, in view of the failure by the PRA to comply with its obligations and
representations under the AJVA, Cyber Bay and Central Bay have filed their claims for
reimbursement of Project expenses in the amount of P10,200.0 million with the PRA. Cyber Bay
and Central Bay provided the PRA with the summary and details of their claims on

September 5, 2007.

On July 15, 2008, Cyber Bay sent a follow-up letter to the PRA. The PRA, in its letter dated

July 18, 2008, informed Cyber Bay that its claim is still being evaluated by the PRA. As at
October 3, 2013, the claim is still being evaluated by the PRA.
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On November 13, 2012, the SEC approved the conversion of debt to equity of Cyber Bay resulting
to a change in percentage ownership of POPI from 22.3% to 10.5%. The management assessed
that POPI ceased to have significant influence over Cyber Bay. As a result of the debt to equity
conversion, the investment in Cyber Bay was reclassified to AFS financial asset.

As at December 31, 2016, the Group has unpaid subscription in Cyber Bay amounting to
P481.7 million. The investment in Cyber Bay under “AFS financial assets” amounted to
B777.3 million as of December 31, 2016 (see Note 10).

20.

Equity
The details of the number of shares follow:

December 31, 2016

Number of Shares Amount
Preferred Common Preferred Common
(In Thousands)
Authorized 15,000,000 20,000,000 B1,500,000 B20,000,000
Issued 13,066,495 14,597,263 B1,306,649 B14,597,263
Subscribed - 115,419 - 115,419
Issued and outstanding 13,066,495 14,712,682 B1,306,649 B14,712,682
December 31, 2015
Number of Shares Amount
Preferred Common Preferred Common
(In Thousands)
Authorized 15,000,000 20,000,000 B1,500,000 PR20,000,000
Issued 13,066,495 14,586,068 P1,306,649 P14,586,068
Subscribed - 109,563 - 109,563
Issued and outstanding 13,066,495 14,695,631 P1,306,649 P14,695,631

Preferred Shares (P0.10 par value per share)

The Company’s preferred shares prior to 2012 were subscribed and issued through a stock rights
offer with the following features: (a) non-voting; (b) dividend rate of 4.6% p.a., payable annually,
noncumulative; (c) nonparticipating; (d) convertible at the option of the holder at a ratio of one (1)
preferred share to one (1) common share commencing on the 10th year from issue date at an
exercise price equivalent to the higher of (i) the 30-day average closing price or (ii) closing price of
common shares immediately preceding the exercise date, less the par value of the preferred
shares; (e) no pre-emptive rights; (f) non-redeemabile; (g) non-listed; and, (h) preferred in
liquidation to the extent of par value.

The dividends for preferred shares are declared upon the sole discretion of the Company’s BOD.

On February 20, 2012, the BOD approved the following restructuring exercise in order to comply
with the regulatory requirement on Filipino-ownership following the Supreme Court’s ruling that
nonvoting shares do not count as equity when computing for a company’s Filipino-ownership level:

a. Redemption and retirement of the 13.0 billion outstanding preferred shares with par value of
R0.10.

b. Reclassification of the 1,970.0 million unissued preferred shares to voting preferred shares
through an amendment of Article Seventh of the Articles of Incorporation.
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c. Increase in authorized capital stock by P1,300.0 million creating new voting preferred shares
and a stock rights offer of 13,000 million voting preferred shares from the increase in the
authorized capital stock.

On April 18, 2012, the stockholders ratified the BOD resolution on the capital restructuring. The
voting preferred shares shall have the following features, rights, and privileges (a) voting;

(b) dividend rate of 4.7% per annum, equivalent to 90.0% of the 10-year PDST R2 (repriced every
ten (10) years from issue date), payable annually, non-cumulative; (c) convertible at the option of
the holder at a ratio of one (1) voting preferred share to one (1) common share commencing on the
10th year from issue date at an exercise price equivalent to the higher of (i) the 30-day average
closing price or (ii) closing price of common shares immediately preceding the exercise date, less
the par value of the preferred shares; (d) no pre-emptive rights; (e) redeemable at par at the sole
option of the corporation; (f) non-listed; and, (g) preferred in liquidation to the extent of par value.
The SEC approved on January 31, 2013 the following:

a. The decrease in authorized capital stock by P1,303.5 million, the aggregate par value of the
13,034.6 million preferred shares which have been redeemed and retired, from
P22,803.5 million to P21,500.0 million, and

b. The amendments to Atrticles of Incorporation reflecting the decrease in capital stock.

As of December 31, 2016, the Company’s authorized and outstanding preferred shares amounted
to P1,500.0 million and P1,306.6 million, respectively.

Common Shares (P1.00 par value per share)

On April 7, 2014, the stockholders resolved to approve the amendment of the Seventh Article of
the Articles of Incorporation exempting from pre-emptive rights (1) the issuance of 1 billion
common shares for properties or assets needed for the business of the Company or for cash to
acquire properties or assets needed for the business of the Company or in payment of a debt
contracted prior to the issuance of such shares, and (2) the issuance of common shares covered
by the Company’s Stock Option Plans for members of the management committees of the
Company’s subsidiaries or affiliates.

Likewise, the stockholders resolved to approve the amendment of the Stock Option Plan of the
Company to include the members of the Management Committees of the Company’s subsidiaries
and affiliates as eligible grantees of stock options.

The rollforward analysis of the outstanding number of common shares follows:

2016 2015

(In Thousands)
At beginning of year 14,695,631 14,190,489
Additional subscriptions 17,051 505,142
At end of year 14,712,682 14,695,631

No transfer of stock or interest which will reduce the ownership of Filipino citizens to less than the
required percentage of the capital stock as provided by existing laws shall be allowed or permitted
to be recorded in the books of the Company.

On April 13, 2013, the stockholders resolved to approve the amendment of the Seventh Article of
the Company’s Articles of Incorporation for the purpose of excluding or exempting treasury shares
from the pre-emptive rights of stockholders.

On January 9, 2015, the Executive Committee of the Company approved a top-up placement of
484,848,500 common shares of the Company at a price of P33.00 per share. The placement was
conducted via an accelerated bookbuilt offering structured as a top-up placement, whereby AC
sold 484,848,500 listed common shares of stock to qualified third party buyers and subscribe to
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the same number of new shares from the Company. The Company completed the placement on
Janaury 12, 2015, raising an aggregate of P16,000.0 million in paid-up capital. The price was at
3.9% discount on the 5-day volume-weighted average price of ALl shares. Transaction cost
charged to additional paid-in capital amounted to P194.0 million.

On March 6, 2013, the Company’s Board resolved to approve the placement made by AC of its
existing 320,000,000 listed common shares of the Company to certain qualified third party buyers
or investors at P30.50 per share. The Company completed the top-up placement, raising an
aggregate of P12,200.0 million in paid up capital. The price was at 3.6% discount on the 5-day
volume-weighted average price of ALI shares. Transaction cost charged to additional paid-in
capital amounted to P162.4 million.

On July 10, 2012, the Company’s executive committee approved the placement of 680 million
listed common shares of stock with par value of P1.00 per share, at a price of P20.00 per share,
and the issuance of equal number of new shares of the Company, at the same price of P20.00 per
share, with AC as the seller of the placement tranche and subscriber of the subscription tranche.
The Company completed the top-up placement, raising an aggregate of P13,600 million in paid up
capital. The price was at 5.0% discount to the closing price. Transaction cost charged to
additional paid-in capital amounted to P200.0 million.

On February 12, 2008, the BOD approved the allotment and subsequent issuance of up to 1 billion
common shares of stock with an aggregate par value of P1,000.0 million for the purpose of
exchanging such shares for properties or assets and/or to raise funds to acquire properties or
assets needed for the business of the Company via issuance of equity or equity-linked
instruments, the price and the terms and conditions of which shall be determined by the BOD
based on prevailing market conditions or on agreements negotiated.

On April 2, 2008, the Company’s stockholders approved the allotment and subsequent issuance of
the shares for the above-mentioned purposes and for the further amendment of the Amended
Articles of Incorporation of the Company to exclude the issuance of shares from the pre-emptive
rights of the stockholders pursuant to Section 39 of the Philippine Corporation Code.

On July 5, 1991, the Company launched its initial public offering where a total of 400 million
common shares were offered at an offering price of P26.00 per share. The registration statement
was approved on July 20, 1992. The Company has 9,362 and 9,525 existing shareholders as of
December 31, 2016 and 2015, respectively.

Treasury Shares

The amendment of the Articles of Incorporation on April 17, 2013 allowed the re-selling of the
79,528,299 listed common shares as part of the top-up placement transaction completed in

July 2013. Treasury common shares were sold at P30.50 per share resulting to additional paid-in
capital of P1,601.6 million.

On July 16, 2012, the Company redeemed the 13.0 billion outstanding non-voting preferred shares
through payment of the redemption price of P0.10 per share. As of December 31, 2012, the
redeemed preferred shares were treated as treasury shares and were subsequently retired upon
approval of the Company’s SEC application for the decrease in authorized capital stock on
January 31, 2013.

On August 12, 2008, the BOD approved a share buyback program. It is part of the Company’s
balance sheet management program and aims to (i) improve the Company’s balance sheet
structure and capital efficiency and (ii) enhance shareholder value through the repurchase of
shares whenever the stock is trading at a price discount perceived by the Company as not
reflective of its fair corporate value.
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In 2008, the Company repurchased a total of 79,528,228 of its common shares through open
market purchases using the trading facilities of the Philippine Stock Exchange for a total purchase
price of P823.9 million in relation to its share buyback program.

Retained Earnings

The BOD approved the declaration and payment from unappropriated retained earnings of cash
dividends of P0.48, P0.42 and R0.41 per share in 2016, 2015 and 2014, respectively, to all issued
and outstanding shares.

On February 26, 2016, the BOD approved the declaration of cash dividends amounting to P0.24
per outstanding common share and was paid out on March 23, 2016 to the shareholders on record
as of March 11, 2016. Further, on the same date, the BOD declared annual cash dividends of
4.8% per year or P0.0047 per share to all shareholders of the Company’s unlisted voting preferred
shares. These were paid on June 29, 2016 to the shareholders on record as of June 15, 2016.

On August 18, 2016, the BOD approved the declaration and payment from unappropriated
retained earnings of cash dividends of P0.2380 per share. The cash dividend was paid out on
September 16, 2016 to stockholders of common shares as of record date.

On February 20, 2015, the BOD approved the declaration and payment from unappropriated
retained earnings of cash dividends of P0.2075 per share. The cash dividend was paid out on
March 20, 2015 to stockholders of common shares as of record date.

On August 17, 2015, the BOD approved the declaration and payment from unappropriated
retained earnings of cash dividends of P0.2075 per share. The cash dividend was paid out on
September 16, 2015 to stockholders of common shares as of record date.

Total dividends for common shares declared for 2016 and 2015 amounted to P6,999.2 million and
P6,094.7 million, respectively.

On February 20, 2015, the BOD approved the declaration and payment from unappropriated
retained earnings of cash dividends at the dividend rate of 4.75% per year or P0.0047 per share to
all issued and outstanding preferred shares payable on June 29, 2015 to stockholders of preferred
shares as of record date. Total dividends for common shares declared during the year amounted
to P62.0 million.

Retained earnings of P8,000.0 million are appropriated for future expansion. The increase of
P2,000.0 million represents a continuing appropriation for land banking activities and planned
building construction projects. Each year, the Company incurs capital expenditures for property
development which include among others land banking and building construction projects. The
appropriation is being fully utilized to cover part of the annual expenditure requirement of the
Company. |

The Company has earmarked additional funds for expansion projects in the residential, shopping
centers, office and hotel business segments, as well as various infrastructure projects for the
Company’s mixed-use developments.

The following are among the major capital expenditures of the Company which were approved by
the BOD:

a) Ayala Triangle Garden 2 with product offering for a Triple A HQ Office Building, a 5-Star Hotel

and 3-level Retail Podium with gardens and civic spaces which was approved by the Board on
May 29, 2015. The project was launched in June 2015 and expected to be completed in 2020.
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b) Ayala Center Redevelopment which will offer intermodal transport facility, a 5-storey regional
mall, 2 BPO towers, a SEDA hotel and a 300-units residential for lease was approved by the
Board on November 27, 2015. The project was launched in January 2016 and expected to be
completed in 2021.

Retained earnings also include undistributed net earnings amounting to P43,674.8 million and
P38,170.5 million as of December 31, 2016 and 2015, respectively, representing accumulated
equity in the net earnings of subsidiaries, associates and joint ventures. These are not available
for dividend distribution unless declared by subsidiaries and other investees.

In accordance with SEC Memorandum Circular No. 11 issued in December 2008, the Company’s
retained earnings available for dividend declaration as of December 31, 2016 and 2015 amounted
to P36,471.3 million and B32,800.0 million, respectively.

Equity Reserves

In 2016, ALl purchased additional 201,859,364 common shares of CHI for total consideration of
P1209.8 million which brought ALI's ownership from 56.4% to 66.9% (see Note 2). The
transaction was accounted for as an equity transaction since there was no change in control. The
movements within equity are accounted for as follows:

Carrying value of Difference
Consideration  Non-controlling recognized within
paid interests Equity
(In Thousands)
10.5% in CHI P1,209,784 P748,746 P461,038

In 2015, the Company purchased additional shares from non-controlling interests of CHI, NTDCC,
API (see Note 2). The transactions were accounted as an equity transaction since there was no
change in control. The movements within equity are accounted for as follows:

Carrying value of Difference
Consideration  Non-controlling recognized within
paid interests Equity

(In Thousands)
6.7% in CHI P649,927 P434,074 P215,853
9.4% in NTDCC 778,356 174,770 603,586
1.9% in API 58,157 45,540 12,617
P1,486,440 P654,384 P832,056

In 2014, the Company acquired additional shares from non-controlling interests of Philenergy
(40.0%), NTDCC (14.5%) and CECI (0.40%) and were accounted as an equity transaction since
there was no change in control (see Note 2).

Non-controlling interests

The financial information on the Company’s significant subsidiaries with material NCI follows:
CHI and Subsidiaries

CHlI, a publicly-listed company, was incorporated in the Republic of the Philippines. It is engaged
in real estate development, sale of subdivided land, residential and office condominium units,
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sports club shares, and lease of commercial spaces. The registered office address of CHI is at
20F ACC Tower, Bohol St., Cebu Business Park, Cebu City, Philippines.

2016 2015
(In Thousands, except for %)

Proportion of equity interests held by non-controlling

interests 33.1% 43.6%
Accumulated balances of material non-controlling

interests B2,560,054 P2,878,007
Net income allocated to material non-controlling

interests 221,154 479,125

Comprehensive income allocated to material non-

controlling interests

221,154 463,129

The summarized financial information of CHI is provided below. This information is based on

amounts before inter-company eliminations.

2016 2015

Statement of financial position

(In Thousands)

Current assets B3,302,298 P5,256,342
Noncurrent assets 16,313,325 14,476,845
Current liabilities (5,622,602) (5,517,894)
Noncurrent liabilities (6,566,187) (7,303,187)
Total equity 7,426,834 6,912,106
Attributable to:

Equity holders of CHI B6,527,891 P6,065,271

Non-controlling interests 898,943 846,835
Dividends paid to non-controlling interests - 26,794

For the years ended December 31
2016 2015

Statement of comprehensive income

(In Thousands)

Revenue B2,716,933 P3,740,259
Cost and expenses (1,809,930) (2,466,269)
Income before income tax 907,003 1,273,990
Provision for income tax (175,232) (328,652)
Income from operations 731,771 945,338
Other comprehensive loss 13,366 2,241
Total comprehensive income 745,137 947,579
Attributable to:

Equity holders of CHI B693,029 P829,448

Non-controlling interests 52,108 118,131

For the years ended December 31
2016 2015

Statement of cash flows

(In Thousands)

Operating activities (P92,065) P625,407

Investing activities 392,584 (2,655,348)
Financing activities (321,190) (751,078)
Effect of exchange rate changes 68 1,315
Net decrease in cash and cash equivalents (B20,603) (P2,779,704)
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The fair value of the investment in CHI amounted to B7,414.5 million and B5,605.3 million as of

December 31, 2016 and 2015, respectively.

POPI and Subsidiaries

POPI was incorporated in the Republic of the Philippines. It is engaged in real estate and property
development, manufacturing and retailing/distribution, non-life insurance and other allied services,

organized under a number of intermediate holding companies. The Company wholly owns
Tutuban Properties, Inc., which holds the lease and development rights over Tutuban Center in

downtown Divisoria.

As of December 31, 2016

(In Thousands, except for %)

Proportion of equity interests held by non-controlling interests 49%
Accumulated balances of material non-controlling interests 5,522,005
Net income allocated to material non-controlling interests 12,949
Comprehensive income allocated to material non-controlling interests 12,949

The summarized financial information of POPI is provided below. This information is based on
amounts before inter-company eliminations (In Thousands).

December 31, 2016

Statement of financial position

Current assets B7,915,392
Noncurrent assets 6,688,019
Current liabilities (1,166,548)
Noncurrent liabilities (2,013,226)
Total equity 11,423,637
Attributable to:

Equity holders of POPI B5,901,632

Non-controlling interests 5,522,005

Dividends paid to non-controlling interests

For the period ended December 31, 2016

Statement of comprehensive income

Revenue B447,397
Cost and expenses (414,838)
Income before income tax 32,559
Provision for income tax (7,229)
Income from operations 25,330
Other comprehensive loss -
Total comprehensive income 25,330
Attributable to:

Equity holders of POPI B12,381

Non-controlling interests 12,949

Statement of cash flows

Operating activities B1,359,577
Investing activities (1,758,197)
Financing activities (2,487)
Net decrease in cash and cash equivalents (B401,107)

The fair value of the investment in POPI amounted to B5,637.9 million as of December 31, 2016.
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Capital Management

The primary objective of the Group’s capital management policy is to ensure that debt and equity
capital are mobilized efficiently to support business objectives and maximize shareholder value.
The Group establishes the appropriate capital structure for each business line that properly reflects
its premier credit rating and allows it the financial flexibility, while providing it sufficient cushion to
absorb cyclical industry risks.

The Group considers debt as a stable source of funding. The Group lengthened the maturity
profile of its debt portfolio and makes it a point to spread out its debt maturities by not having a
significant percentage of its total debt maturing in a single year.

The Group manages its capital structure and makes adjustments to it, in the light of changes in
economic conditions. It monitors capital using leverage ratios on both a gross debt and net debt
basis. As of December 31, 2016 and 2015, the Group had the following ratios:

2016 2015
Debt to equity 92.6% 87.4%
Net debt to equity 79.4% 74.4%

Debt consists of short-term and long-term debts. Net debt includes short-term and long-term debt
less cash and cash equivalents, short-term investments and financial assets at FVPL (net of
Investment in ARCH Capital Fund). Equity, which the Group considers as capital, pertains to the
total equity. The Group excludes the “unrealized gain on AFS financial assets” attributable to the
equity holders of the Company in computing the debt to equity ratio.

The Group is subject to externally imposed capital requirements due to loan covenants (see
Note 17). No changes were made in the objectives, policies or processes for managing capital
during the years ended December 31, 2016 and 2015.

Financial risk assessment
The Group’s financial condition and operating results would not be materially affected by the
current changes in interest, currency, credit, liquidity and market conditions.

Exposure to changes in interest rates is reduced by a debt portfolio mix of both fixed and floating
interest rates. The Group’s ratio of fixed to floating rate debt stood at 79:21 and 84:16 as of
December 31, 2016 and 2015, respectively. As a result, any adverse movement in interest rates is
mitigated.

Exposure to foreign currency holdings is at US$39.4 million and US$39.1 million as of
December 31, 2016 and 2015, respectively.

Credit risks continue to be managed through defined credit policies and continuing monitoring of
exposure to credit risks. The Group’s base of counterparties remains diverse. As such, it is not
exposed to large concentration of credit risk.

Liquidity risk is addressed with long term funding already locked in, while funds are placed on cash
equivalents, short term investment and financial assets at FVPL.
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21. Real Estate Revenue

This account consists of:

2016 2015 2014

(In Thousands)
Land and residential unit sales P77,810,399 P66,855,027 P58,951,882
Leasing (Note 13) 21,319,046 18,927,973 16,380,025
Construction 10,626,789 7,271,035 5,015,949
Hotels and resorts 5,235,855 6,108,430 5,575,822
Management and marketing fees 2,708,399 1,498,327 3,103,856
P117,700,488 P100,660,792 P89,027,534

22. Other Income and Costs and Expenses
Other income consists of:

2016 2015 2014

(In Thousands)
Marketing and management fees R142,973 P481,177 P619,599
Others - net (Notes 24 and 25) 516,963 201,428 86,396
P659,936 P682,605 P705,995

Other income mainly consists of gain on business combination, realized and unrealized gain on
financial asset at FVPL. Also included is the gain on sale of equipment and other properties
amounting to P37.5 million, P34.3 million and P1.1 million in 2016, 2015 and 2014, respectively. It
also includes the financial impact of net foreign exchange transactions amounting to P15.4 million
loss, P191.0 million loss and P31.8 million loss in 2016, 2015 and 2014, respectively. It also
includes reversal of impairment losses amounting to nil, B11.6 million and nil in 2016, 2015 and
2014, respectively (see Note 7).

Real estate costs and expenses consist of:

2016 2015 2014
(In Thousands)
Cost of real estate sales (Note 8) B47,379,487 P41,658,262 P37,006,245
Depreciation and amortization 4,918,250 4,109,023 4,019,302
Hotels and resorts operations 3,516,962 3,896,289 3,705,636
Marketing and management fees 2,366,929 3,804,804 3,393,053
Rental 1,954,860 1,511,182 1,152,902
Manpower costs 1,606,117 1,078,310 887,113
Materials and overhead 7,061,926 3,143,121 1,569,860
Direct operating expenses:
Taxes and licenses 2,412,017 2,183,142 1,732,634
Light and water 1,423,600 511,841 1,537,749
Repairs and maintenance 1,476,788 929,482 882,413
Commission 1,394,617 761,387 503,294
Professional fees 195,256 624,122 1,694,840
Transportation and travel 169,308 133,613 77,164
Insurance 124,194 199,282 137,221
Entertainment, amusement
and recreation 37,980 80,576 119,582
Others 528,113 710,624 976,605
B76,566,404 P65,335,060 P59,395,613
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General and administrative expenses consist of:

2016 2015 2014
(In Thousands)

Manpower costs (Notes 26

and 28) B3,852,675 R3,865,244 R3,500,362
Taxes and licenses 557,289 500,384 468,740
Professional fees 477,875 250,524 481,099
Depreciation and amortization 438,691 425,964 467,925
Security and janitorial 357,945 185,227 109,154
Utilities 248,977 193,590 271,010
Repairs and maintenance 238,963 166,129 155,778
Insurance 113,526 63,440 100,793
Rent 108,026 132,861 134,202
Transport and travel 98,660 105,841 122,600
Donations and contribution
(Note 32) 84,825 126,016 26,989
Dues and fees 63,480 40,400 39,894
Training and seminars 62,591 39,326 45,899
Advertising 61,811 74,176 87,505
Entertainment, amusement and
recreation 49,870 75,075 30,252
Supplies 49,221 46,430 49,739
Others 166,925 301,328 111,192
B7,031,350 P6,591,955 P6,203,133

Manpower costs included in the consolidated statements of income follows:

2016 2015 2014
(In Thousands)

Real estate costs and expenses

Cost of real estate B1,605,950 P1,013,310 P869,304
Hotels and resorts operations 167 65,000 17,809

General and administrative
expenses 3,852,675 3,865,244 3,500,362
B5,458,792 P4,943,554 P4,387,475

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

2016 2015 2014
(In Thousands)

Real estate costs and expenses:

Cost of real estate B4,918,250 R4,109,023 R4,019,302

Hotels and resorts operations 517,619 534,608 503,238
General and administrative

expenses 438,691 425,964 467,925

P5,874,560 P5,069,595 P4,990,465
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Interest and other financing charges consist of:

2016 2015 2014
(In Thousands)
Interest expense on:
Long-term debt P6,114,265 R5,272,074 P4,620,725
Short-term debt 837,918 959,644 574,398
Other financing charges 362,204 274,543 170,593
BP7,314,387 P6,506,261 P5,365,716
Other charges consist of:
2016 2015 2014
(In Thousands)
Provision for impairment losses on:
Land and Improvement
(Note 11) =3 P196,568 P-
Receivables (Note 7) 399,424 187,628 139,627
Inventories (Note 8) - 82,634 -
AFS financial assets (Note 10) - 28,048 -
Provisions, write-offs and other
charges 653,783 503,982 236,170
P1,053,207 P998,860 P375,797
23. Income Tax
Net deferred tax assets:
2016 2015
(In Thousands)
Deferred tax assets on:
Difference between tax and book basis of
accounting for real estate transactions B5,777,280 R5,334,046
Accrued expenses 2,382,935 1,447,361
Allowance for probable losses 1,226,796 1,192,218
Retirement benefits 426,350 358,923
Unrealized foreign exchange losses 69,832 63,012
Advanced rentals 4,620 4,620
Others 510,101 52,133
10,397,914 8,452,313
Deferred tax liabilities on:
Capitalized interest and other expenses (512,191) (532,862)
Others (7,173) (7,817)
(519,364) (540,679)
P9,878,550 P7,911,634
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Net deferred tax liabilities:

2016 2015
(In Thousands)

Deferred tax assets on:

Allowance for probable losses B55,511 P89,213

Difference between tax and book basis of
accounting for real estate transactions 24,178 298,848
Advanced rentals 20,189 8,849
Accrued expense 20,020 19,717
NOLCO 15,586 189,630
Unrealized foreign exchange loss 727 27,662
Others 11,982 1,852
148,193 635,771

Deferred tax liabilities on:
Fair value adjustment arising from business

combination (2,064,770) (839,096)

Difference between tax and book basis of
accounting for real estate transactions (1,906,826) (1,423,376)
Capitalized interest and other expenses (148,767) (64,450)
Insurance recovery (98,382) -
Retirement benefits (18,739) 26,106
Unrealized foreign exchange gain (2,742) 4,494
Prepaid expenses (829) (120,321)
Others (263,668) (1,189)
(4,504,723) (2,417,832)

(R4,356,530) (R1,782,061)

Certain subsidiaries of the Company have NOLCO amounting to P1,071.7 million and

P930.6 million as of December 31, 2016 and 2015, respectively and MCIT amounting to

P6.1 million and P1.9 million as of December 31, 2016 and 2015, respectively. Deferred tax
assets are recognized only to the extent that taxable income will be available against which the
deferred tax assets can be used. As of December 31, 2016, total unrecognized NOLCO and MCIT
amounted to P375.4 million and R0.4 million, respectively. The subsidiaries will recognize a
previously unrecognized deferred tax asset to the extent that it has become probable that future
taxable income will allow the deferred tax asset to be recovered.

The carryover NOLCO and MCIT that can be claimed as deduction from future taxable income or
used as deductions against income tax liabilities are as follows:

NOLCO:

Year Incurred Amount Used/Expired Balance Expiry Year
(In Thousands)

2013 P94,035 P16,570 R77,465 2016

2014 232,814 56,760 176,054 2017

2015 920,627 240,505 680,122 2018

2016 138,051 - 138,051 2019

P1,385,527 P313,835 R1,071,692
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MCIT:
Year Incurred Amount Used/Expired Balance Expiry Year
(In Thousands)
2013 P537 R444 P93 2016
2014 1,968 1,306 662 2017
2015 1,230 141 1,089 2018
2016 4,274 - 4,274 2019
P8,009 P1,891 P6,118

Reconciliation between the statutory and the effective income tax rates follows:

2016 2015 2014
Statutory income tax rate 30.00% 30.00% 30.00%
Tax effect of:
Interest income subject to final tax, income
under tax holiday and other nontaxable
income (Note 31) (3.05) (2.32) (1.53)
Equity in net earnings of associates and joint
ventures (0.51) (1.98) (1.32)
Interest income and capital gains taxed at lower
rates (0.71) (0.41) (1.14)
Others — net (0.53) (0.59) (0.26)
Effective income tax rate 25.20% 24.70% 25.75%

Board of Investments (BOI) Incentives

Ecosouth Hotel Ventures, Inc

On April 1, 2014, the Board of Investment issued in favor of Ecosouth Hotel Ventures, Inc. (EHVI)
a Certificate of Registration as a New Operator of Tourist Accommodation Facility on a non-
pioneer status for its project in Seda Nuvali, Laguna. Under the terms of the registration and
subject to certain requirements, EHVI is entitled to income tax holiday for a period of four (4) years
from June 2014 or actual start of commercial operations, whichever is earlier.

Sentera Hotel Ventures, Inc.

On September 11, 2015, the Board of Investment issued in favor of Sentera Hotel Venures, Inc. a
Certificate of Registration as a New Operator of Tourist Accommodation Facility/ Tourist Inn on a
non-pioneer status for its project in Seda Atria Hotel, lloilo City. Under the terms of the registration
and subject to certain requirements, Sentera Hotel Ventures, Inc. is entitled to income tax holiday
for a period of four (4) years from December 2015 or actual start of commercial operations,
whichever is earlier.

BellaVita

The Board of Investments issued Certificates of Registration as a New Developer of Low -Cost
Mass Housing Project on a Non-Pioneer Status under the Omnibus Investments Code of 1987 for
the Company's projects in Porac, Pampanga and San Pablo, Laguna on May 15, 2015 and
September 17, 2015, respectively. Pursuant thereto, the projects have been granted an income
tax holiday for a maximum period of four (4) years from the date of registration.

On March 5, 2013, the BOI issued in favor of BellaVita, a Certificate of Registration as a New
Developer of Low-Cost Mass Housing Project for BellaVita — Alaminos located at Brgy. San
Andres, Alaminos, Laguna. The project has been granted an income tax holiday for a period of
four (4) years commencing from March 2013.
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On August 30, 2012, the BOI issued in favor of BellaVita, Certificate of Registration as a New
Developer of Low-Cost Mass Housing Project for BellaVita — General Trias Phases 1, 2 & 3
located at Brgy. Tapia, General Trias, Cavite. The project has been granted an income tax holiday
for a period of four (4) years commencing from August 2012.

Amaia

On November 14, 2016, the BOI issued in favor of a subsidiary a Certificate of Registration as an
Expanding Developer of Economic and Low-Cost Housing Project for its Amaia Series Novaliches
Sector 2 Susano Road, Brgy. San Agustin, Novaliches, Quezon City under the 2014 IPP on a non-
Pioneer status. The project has been granted an Income Tax Holiday for a period of three (3)
years commencing December 2016 or actual start of commercial operations, whichever is earlier.

On September 21, 2016, the BOI issued in favor of a subsidiary a Certificate of Registration as a
New Developer of Economic and Low-Cost Housing Project for its Amaia Scapes lloilo Sectors 1A
and 1B Brgy. San Jose, San Miguel, lloilo under the 2014 IPP on a Non-Pioneer status. The
project has been granted an Income Tax Holiday for a period of four (4) years commencing
September 2016 or actual start of commercial operations, whichever is earlier.

On February 11, 2015, the BOI issued in favor of a subsidiary a Certificate of Registration as a
New Developer of Low-Cost Mass Housing Project for its Amaia Scapes Urdaneta, Barangay
Catablan, Urdaneta City Pangasinan. Pursuant thereto, project has been granted an Income Tax
Holiday for a period of four (4) years commencing from February 2015.

On February 11, 2015, the BOI issued in favor of a subsidiary a Certificate of Registration as a
New Developer of Low-Cost Mass Housing Project for its Amaia Steps Nuvali, Barangay
Canlubang, Calamba City Laguna. Pursuant thereto, project has been granted an Income Tax
Holiday for a period of three (3) years commencing from February 2015.

On March 11, 2015, the BOI issued in favor of a subsidiary a Certificate of Registration as a New
Developer of Low-Cost Mass Housing Project for its Amaia Scapes Pampanga, Amaia Scapes
San Fernando S1-A and Amaia Scapes Trece S1. The projects are located at Barangay Sapang
Maisac, Mexico, Pampanga; Calulut, San Fernando City, Pampanga and Barangay Conchu, Trece
Martires City, Cavite respectively. These projects have been granted an Income Tax Holiday for a
period of four (4) years commencing from March 2015.

On March 11, 2015, the BOI issued in favor of a subsidiary a Certificate of Registration as a New
Developer of Low-Cost Mass Housing Project for its Amaia Skies Shaw T1, Shaw Boulevard
corner Samat Street, Barangay Highway Hills, Mandaluyong City. Pursuant thereto, project has
been granted an Income Tax Holiday for a period of three (3) years commencing from March 2015.

On May 21, 2015, the BOl issued in favor of a subsidiary a Certificate of Registration as a New
Developer of Low-Cost Mass Housing Project for its Amaia Scapes Batangas and Amaia Scapes
Cabuyao S1. The projects are located at Barangay Anilao-Labac, Lipa City Batangas and
Barangay Marinig, Cabuyao, Laguna respectively. These projects have been granted an Income
Tax Holiday for a period of four (4) years commencing from May 2015.

On June 4, 2015, the BOI issued in favor of a subsidiary a Certificate of Registration as a New
Developer of Low-Cost Mass Housing Project for its Amaia Scapes Camsur S1, Barangay
Palestina, Pili Camarines Sur. Pursuant thereto, project has been granted an Income Tax Holiday
for a period of four (4) years commencing from June 2015.

On June 18, 2015, the BOI issued in favor of a subsidiary a Certificate of Registration as a New
Developer of Low-Cost Mass Housing Project for its Amaia Scapes Bauan S1, Amaia Scapes
Bulacan S1, Amaia Gen. Trias S1 and Amaia Scapes Lucena. The projects are located at
Barangay As-Is, Bauan Batangas; Barangay Sta. Cruz, Sta. Maria Bulacan; Arnaldo Highway,
Barangay Santiago, General Trias Cavite and Barangay Canlurang Isabang and llayang-Talim,
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Lucena City Quezon respectively. These projects have been granted an Income Tax Holiday for a
period of four (4) years commencing from June 2015.

On July 20, 2015, the BOl issued in favor of a subsidiary a Certificate of Registration as a New
Developer of Low-Cost Mass Housing Project for its Amaia Steps Pasig 1B, Eusebio Avenue,
Brgy. San Miguel, Pasig City. Pursuant thereto, project has been granted an Income Tax Holiday
for a period of three (3) years commencing from July 2015.

On July 21, 2015, the BOl issued in favor of a subsidiary a Certificate of Registration as a New
Developer of Low-Cost Mass Housing Project for its Amaia Series Novaliches, Susano Road,
Brgy. San Agustin, Novaliches, Quezon City. Pursuant thereto, project has been granted an
Income Tax Holiday for a period of three (3) years commencing from July 2015.

On July 23, 2015, the BOl issued in favor of a subsidiary a Certificate of Registration as a New
Developer of Low-Cost Mass Housing Project for its Amaia Scapes Gen. Trias S2, Barangay
Santiago, General Trias Cavite. Pursuant thereto, project has been granted an Income Tax
Holiday for a period of four (4) years commencing from July 2015.

On July 24, 2015, the BOl issued in favor of a subsidiary a Certificate of Registration as a New
Developer of Low-Cost Mass Housing Project for its Amaia Steps Altaraza Bldg A, Tungkong
Mangga, City of San Jose Del Monte, Bulacan. Pursuant thereto, project has been granted an
Income Tax Holiday for a period of three (3) years commencing from July 2015.

On August 10, 2015, the BOI issued in favor of a subsidiary a Certificate of Registration as a New
Developer of Low-Cost Mass Housing Project for its Amaia Scapes San Pablo S1, Barangay San
Roque, San Pablo City, Laguna. Pursuant thereto, project has been granted an Income Tax
Holiday for a period of four (4) years commencing from August 2015.

On August 19, 2015, the BOI issued in favor of a subsidiary a Certificate of Registration as a New
Developer of Low-Cost Mass Housing Project for its Amaia Steps Nuvali Parkway, Brgy.
Canlubang, Calamba City, Laguna. Pursuant thereto, project has been granted an Income Tax
Holiday for a period of three (3) years commencing from August 2015.

On August 24, 2015, the BOl issued in favor of a subsidiary a Certificate of Registration as a New
Developer of Low-Cost Mass Housing Project for its Amaia Scapes CDO S1, Barangay Bulua,
Cagayan de Oro City. Pursuant thereto, project has been granted an Income Tax Holiday for a
period of four (4) years commencing from August 2015.

On November 24, 2015, the BOI issued in favor of a subsidiary a Certificate of Registration as a
New Developer of Low-Cost Mass Housing Project for its Amaia Scapes Cabuyao S2, Barangay
Sala, Cabuyao Laguna. Pursuant thereto, project has been granted an Income Tax Holiday for a
period of four (4) years commencing from November 2015.

On March 19, 2013, the BOI issued in favor of Amaia, a Certificate of Registration as a New
Developer of Low-Cost Mass Housing Project for Amaia Skies Sta. Mesa — South Tower located at
V. Mapa, cor. Valenzuela St., Sta. Mesa, Manila, Amaia Steps Sucat Phase 1 (6 Bldgs.) located at
8333 & 8337 Dr. A. Santos Avenue, Parafiaque City, and Amaia Steps Pasig (ph1A) located at
Eusebio Avenue, Brgy. San Miguel, Pasig City. These projects have been granted an income tax
holiday for a period of three (3) years commencing from March 19, 2013.

On March 22, 2013, the BOI issued in favor of Amaia, a Certificate of Registration as a New
Developer of Low-Cost Mass Housing Project for Amaia Skies Avenida — North Tower located at
T. Mapua corner Doroteo Jose & Rizal Avenue, Sta. Cruz, Manila. The project has been granted
an income tax holiday for a period of three (3) years commencing from March 22, 2013.
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On April 1, 2013, the BOI issued in favor of Amaia a Certificate of Registration as a New Developer
of Low-Cost Mass Housing Project for Amaia Scopes Tarlac located at Brgy. Estrada, Capas,
Tarlac. The project has been granted an income tax holiday for a period of four (4) years
commencing from April 1, 2013.

On May 29, 2013, the BOI issued in favor of Amaia a Certificate of Registration as a New
Developer of Low-Cost Mass Housing Project for Amaia Steps Bicutan located at West Service
Road corner Sun Valley Drive, Brgy. Sun Valley, Parafiaque City. The project has been granted
an income tax holiday for a period of three (3) years commencing from May 29, 2013.

On September 30, 2013, the BOI issued in favor of Amaia a Certificate of Registration as a New
Developer of Low-Cost Mass Housing Project (expansion) for Amaia Skies Cubao Tower 2 located
at 5" Ave., cor. P. Tuazon, Brgy. Socorro, Quezon City. The project has been granted an income
tax holiday for a period of three (3) years commencing from September 30, 2013.

On May 4, 2012, the BOl issued in favor of Amaia a Certificate of Registration as a New Developer
of Low-Cost Mass Housing Project for Amaia Scapes North Point located in Brgy. Minulu-an and
Matab-ang, Talisay City, Negros Occidental. Pursuant thereto, the project has been granted an
income tax holiday for a period of four (4) years commencing from May 2012.

On June 28, 2012, the BOl issued in favor of Amaia a Certificate of Registration as a New
Developer of Low-Cost Mass Housing Project for its Amaia Steps Novaliches and Amaia Skies
Cubao Tower 1. Amaia Steps project is located at Susano Road, Brgy.170, Zone 15, Depara,
Caloocan City and in Brgy. San Agustin in Novaliches, Quezon City while Amaia Skies, on the
other hand, is located in P. Tuazon Blvd. corner 5th Avenue, Brgy. Socorro in Cubao, Quezon City.
These projects have been granted an income tax holiday for a period of three (3) years
commencing from June 2012.

On June 28, 2012, the BOI issued in favor of Amaia a Certificate of Registration as a New
Developer of Low-Cost Mass Housing Project for Amaia Scapes Cavite located in Brgy. Santiago,
General Trias, Cavite. Pursuant thereto, project has been granted an income tax holiday for a
period of four (4) years commencing from June 2012.

On October 11, 2012, the BOI issued in favor of Amaia a Certificate of Registration as a New
Developer of Low-Cost Mass Housing Project for its Amaia Scapes Cabanatuan and Amaia
Scapes Lipa. The projects are located in Bangad, Cabanatuan, Nueva Ecija and Sto.Tomas, Lipa
Road, Brgy. Dagatan, Lipa City, Batangas, respectively. These projects have been granted an
income tax holiday for a period of four (4) years commencing from October 2012.

On March 23, 2011, the BOI issued in favor of Amaia a Certificate of Registration as New
Developer of Low-Cost Mass Housing Project for its Amaia Scapes Laguna, Brgy. Barandal,
Calamba City, Laguna. Pursuant thereto, the project has been granted an Income Tax Holiday for
a period of four (4) years commencing from March 2011.

Avida

On April 30, 2015, the BOI issued in favor of Avida a Certificate of Registration as a new
Developer of Low-Cost Mass Housing Project for Avida Towers Altura Tower 2, National Road,
Brgy. Alabang, Muntinlupa City in accordance with the Omnibus Investment Code of 1987
(Executive Order No. 226). Pursuant thereto, the project has been granted an Income Tax Holiday
for a period of three (3) years commencing from May 2015.

On April 30, 2015, the BOI issued in favor of Avida a Certificate of Registration as a new
Developer of Low-Cost Mass Housing Project for Avida Towers Asten Tower 2, Malugay St., San
Antonio Village, Makati City in accordance with the Omnibus Investment Code of 1987 (Executive
Order No. 226). Pursuant thereto, the project has been granted an Income Tax Holiday for a
period of three (3) years commencing from May 2015.
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On June 16, 2015, the BOI issued in favor of Avida a Certificate of Registration as a new
Developer of Low-Cost Mass Housing Project for, Serin East Tagaytay Tower 1, Brgy. Silang
Crossing East, Tagaytay City Cavite in accordance with the Omnibus Investment Code of 1987
(Executive Order No. 226). Pursuant thereto, the project has been granted an Income Tax Holiday
for a period of three (3) years commencing from July 2015.

On June 16, 2015, the BOI issued in favor of Avida a Certificate of Registration as a new
Developer of Low-Cost Mass Housing Project for, Avida Towers Atria Tower 2, Brgy. San Rafael,
Mandurriao, lloilo City in accordance with the Omnibus Investment Code of 1987 (Executive Order
No. 226). Pursuant thereto, the project has been granted an Income Tax Holiday for a period of
three (3) years commencing from July 2015.

On September 4, 2015, the BOI issued in favor of Avida a Certificate of Registration as a new
Developer of Low-Cost Mass Housing Project for, Avida Towers Prime Taft Tower 3, Brgy. 37,
Zone 03, Taft Avenue, Pasay City in accordance with the Omnibus Investment Code of 1987
(Executive Order No. 226). Pursuant thereto, the project has been granted an Income Tax Holiday
for a period of three (3) years commencing from September 2015.

On November 12, 2012, the BOI issued in favor of Avida a Certificate of Registration as a New
Developer of Low-Cost Mass Housing Project for Avida Towers Intima Tower 1, Brgy. 678

Zone 74, 497 Pres. Quirino Ave. Ext. cor. Zulueta St., Paco, Manila in accordance with the
Omnibus Investment Code of 1987 (Executive Order No. 226). Pursuant thereto, the project has
been granted an Income Tax Holiday for a period of three (3) years commencing from
November 2012.

On November 13, 2012, the BOI issued in favor of Avida a Certificate of Registration as a New
Developer of Low-Cost Mass Housing Project for Avida Towers Riala Tower 1, Cebu IT Park,
Brgy. Apas, Cebu City in accordance with the Omnibus Investment Code of 1987 (Executive Order
No. 226). Pursuant thereto, the project has been granted an Income Tax Holiday for a period of
four (4) years commencing from November 2012.

On December 13, 2011, the BOI issued in favor of Avida a Certificate of Registration as a New
Developer of Low-Cost Mass Housing Project for its Avida Towers Cebu Tower 1, Asiatown I.T.
Park, Lahug, Cebu City. The project has been granted an Income Tax Holiday for a period of
four (4) years commencing from December 2011.

On December 14, 2011, the BOI issued in favor of Avida a Certificate of Registration as an
Expanding Developer of Low-Cost Mass Housing Project for its Avida Towers San Lazaro

Tower 5, Lot 5 E Block 50 C Pista St., Brgy. 350, Zone 035 Sta. Cruz, Manila , Avida Towers Cebu
Tower 2, Asiatown I.T. Park, Lahug, Cebu City and Avida Towers Sucat Tower 7, Dr. A. Santos
Ave., Brgy. San Dionisio, Parafiaque City. The projects have been granted an Income Tax Holiday
for a period of three (3) years commencing from December 2011.

On February 9, 2010, the BOI issued in favor of Avida a Certificate of Registration as an
Expanding Developer of Low-Cost Mass Housing Project for its Celadon Park Tower 2, Felix
Huertas Street, Manila in accordance with the Omnibus Investment Code of 1987. Pursuant
thereto, the project has been granted an Income Tax Holiday for a period of three (3) years
commencing from February 2010.

SDC

On July 29, 2015, the BOl issued in favor of Southgateway Development Corporation a Certificate
of Registration as a new Developer of Low-Cost Mass Housing Project for Avida Towers Cloverleaf
Tower 1, A. Bonifacio Avenue, Brgy. Balingasa, Quezon City, in accordance with the Omnibus
Investment Code of 1987 (Executive Order No. 226). Pursuant thereto, the project has been
granted an Income Tax Holiday for a period of three (3) years commencing from July 2015.
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AMHPI

In December 2007, AMHPI was registered with the Board of Investments (BOI) as a new tourist
accommodation facility on a pioneer status particularly for the operations of the Fairmont Hotel
Makati and Raffles Residences Manila (the Project) upon its completion. The Project represents a
combined hotel facility and complex of residential units. Under the terms of the registration and
subject to certain requirements, AMHPI is entitled to the following fiscal and non-fiscal incentives,
among others; (a) income tax holiday for a period of six years from January 2011 or actual start of
commercial operations, whichever is earlier; (b) additional deduction from taxable income on
wages subject to certain terms and conditions; (c) employment of foreign nationals; (d) tax credit
equivalent to the national internal revenue taxes and duties paid on raw materials and supplies and
semi-manufactured products used in producing its export product and forming part thereof for ten
years from start of commercial operations; (e) simplifications of customs procedures for the
importation of equipment, spare parts, raw materials and supplies; and (f) importation of consigned
equipment for a period of 10 years from start of commercial operations.

MDC Build Plus, Inc.

In accordance with the Omnibus Investments Code of 1987, the BOI approved the MDC Build Plus
Inc.’s registration as a New Producer of Roof/ Framing System. The production facility is located
at 2265 Warehouse, Bldg. 3, Paliparan |, Paliparan Road, Dasmarifas, Cavite. Pursuant thereto,
the roof production has been granted an Income Tax Holiday for a period of 4 years commencing
from September 2013.

MDC Congrete, Inc.

In accordance with Executive Order 226 otherwise known as Omnibus Investments Code of 1987
as amended, the BOI approved the MDC Congrete Inc.’s registration as a New Domestic
Producer of Modular Housing Components (Precast Concrete Wall, Floor/Slab and stairs system)
under the 2014 IPP on a non-Pioneer status. The project has been granted an income tax holiday
for a period of 4 years commencing November 10, 2015. Other incentives with no specific
number of years of entittement may be enjoyed for a maximum period of 10 years from the start of
commercial operation and/or date of registration.

24.

Business Combinations and Acquisition of Non-controlling Interests

Business Combinations

Prime Orion Philippines, Inc. (POPI)

On February 24, 2016, Ayala Land, Inc. purchased 2.5 billion common shares or 51% interest in
POPI for a total consideration P5,625.0 million. On July 4, 2016, the Company obtained control
over POPI. Accordingly, POPI financial statements were consolidated on a line-by-line basis with
that of the Group as of December 31, 2016.

The purchase price allocation has been prepared on a preliminary basis as the fair values of
leasehold rights, investment property and property, plant and equipment are being finalized. The
following are the preliminary fair values of the identifiable assets and liabilities assumed (in
thousands):

Assets

Cash P1,300,869
Trade and other receivables 6,119,799
Inventories 273,299
Other current assets 293,598

(Forward)



-84 -

Financial assets at FVPL R17,903
AFS investments 1,394,192
Leasehold rights 3,611,808
Investment properties 1,562,098
Property, plant and equipment 88,876
Other noncurrent assets 93,012
14,755,454
Liabilities
Accounts and other payables 1,160,303
Deferred tax liabilities — net 1,422,162
Deposits and other liabilities 788,175
3,370,640
Net assets 11,384,814
Total net assets acquired 5,813,086
Acquisition cost 5,625,000
Negative goodwill (P188,086)

The fair value of the trade and other receivables approximate their carrying amounts since these

are short-term in nature. None of the trade receivables have been impaired and it is expected that
the full contractual amounts can be collected. The negative goodwill amounting to B188.1 million
is included under “Other income”:

Of the total consideration of B5,625.0 million, only 25% or P1,406.3 million was paid on
February 24, 2016, the remaining P4,218.8 million which is to be paid upon fulfillment of certain
terms and conditions is included as part of “Trade and other receivables”.

From July 4 to December 31, 2016, the Group’s share in POPI's revenue and net income
amounted to P229.8 million and P12.9 million. If the combination had taken place at the beginning
of 2016, the Group’s share in POPI’s revenue and net income (loss) would have been

P435.8 million and (P202.2 million), respectively.

ALO Prime Realty Corporation (formerly, Aegis PeopleSupport Realty Corporation)

On April 8, 2015, the Company purchased all of the 8,200,000 common shares of Equinox
Technoparks Ltd, Inc. in Aegis PeopleSupport Realty Corporation (APRC) for a total consideration
of P513.68 million. APRC, which is a PEZA-registered entity, owns the Aegis building along Villa
Street, Cebu IT Park, Lahug, Cebu City. The building is a certified LEED-Gold Office with a gross
leasable area of 18,092 square meters and is largely occupied by Teleperformance under a long-
term lease.

On April 14, 2015, the BOD approved the change of its corporate name to ALO Prime Realty
Corporation. On July 9, 2015, the amended Atrticles of Incorporation was executed and
subsequently approved by SEC on July 15, 2015.

The following are the fair values of the identifiable assets and liabilities assumed (in thousands):

Assets

Cash P15,580

Trade and other receivables 305,070

Other current assets 5,740

Investment properties (Note 13) 1,584,929

Other noncurrent assets 4,095
1,915,414

(Forward)
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Liabilities
Accounts and other payables P1,336,692
Deposits and other noncurrent liabilities 56,962
Deferred tax liabilities 8,083
1,401,737
Total net assets acquired 513,677
Acquisition cost 513,677
Goodwill P—

The fair value of the trade and other receivables approximate their carrying amounts. None of the
trade receivables have been impaired and it is expected that the full contractual amounts can be
collected.

From April 8 to December 31, 2015, the Group’s share in APRC’s revenue and net income
amounted to P141.1 million and B72.3 million, respectively. If the combination had taken place at
the beginning of 2015, the Group’s share in APRC'’s total revenue and net income would have
been P189.8 million and B94.8 million, respectively.

Island Transvoyager, Inc.

On December 1, 2015, ALI Capital Corp. (formerly Varejo Corp.), a wholly owned subsidiary of the
Company, acquired 100% interest in Island Transvoyager, Inc, (ITl) following the purchase of all
outstanding shares from existing shareholders, in the amount of B15.0 million.

ITI was incorporated on October 2, 2002 with the primary purpose of carrying on the general
business of a common carrier and/or private carrier. It was granted the Air Carrier Operating
Certificate by the Air Transportation Office to enable it to operate as a scheduled domestic air
transportation service provider.

ITl is the only airline commercially flying from Manila to Lio in El Nido, Palawan. On November 26,
2015, ITI launched “AirSwift” as its new brand and introduced its new Cebu-El Nido-Cebu route.
As of end-2015, it currently operates a fleet of two (2) ATR 42-500 that can seat a maximum of

50 passengers each, and operates 3x-4x daily flights to El Nido. Itis also expected to be a key
player in the industry as it flies to more tourism destinations not serviced by the bigger commercial
airlines.

If the combination had taken place at the beginning of 2015, the Group’s share in ITI's total
revenue and net income would have been P434.80 million and R0.19 million, respectively.

ALI Makati Hotel & Residences, Inc. (AMHRI) and ALI Makati Hotel Property, Inc. (AMHPI)

On October 2, 2012, AHRC, a wholly owned subsidiary of the Company, entered into an
agreement to acquire the interests of Kingdom Manila B.V., an affiliate of Kingdom Hotel
Investments (KHI), and its nominees in KHI-ALI Manila Inc. (now renamed AMHRI) and 72,124
common shares in KHI Manila Property Inc. (now renamed AMHPI).

AMHRI and AMHPI are the project companies of the Fairmont Hotel and Raffles Suites and
Residences project in Makati which opened in December 2012.

Prior to the acquisition, the Company effectively owned 20% economic interest in AMHRI and
AMHPI (see Note 12). The Company acquired the remaining 80% interest in AMHRI and AMHPI
for a total consideration of P2,430.4 million.

This acquisition is in line with KHI’s value realization strategy and with the Company’s thrust to
grow its commercial leasing business. 32 Raffles Suites and 280 Fairmont Hotel rooms were
added to AHRC’s growing hotel portfolio. The continuing sale of units in the Raffles Residences
will also generate immediate cash, while the operations of the hotel and serviced apartments will
augment and diversify the sources of recurring revenue. Furthermore, this landmark project will
complement the various offerings of the Makati Central Business District, and fortify its position as
the country’s premier financial district.
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The fair value of the Company’s interest prior to the acquisition amounting to B769.0 million was
determined using the adjusted net asset value method. Remeasurements of the Company’s equity
interest in both companies resulted to the recognition of a gain (included under “interest and
investment income”) amounting to P593.9 million.

In 2013, the Company finalized its purchase price allocation. Changes to the fair market values of
the assets acquired and liabilities assumed noted are retroactively applied in the 2012 balances.

The following are fair values of the identifiable assets and liabilities assumed (in thousands):

Assets
Cash P1,334,000
Trade and other receivables 1,708,000
Real estate inventories 936,000
Other current assets 202,000
Hotel property and equipment (Note 14) 5,421,000
9,601,000
Liabilities
Accounts and other payables 2,162,000
Loans payable 3,594,000
Deferred tax liabilities 633,698
6,389,698
Total net assets acquired 3,211,302
Acquisition cost 3,199,432
Negative goodwill P11,870

The fair value of the trade and other receivables approximate their carrying amounts. None of the
trade receivables have been impaired and it is expected that the full contractual amounts can be
collected.

From October 2 to December 31, 2012, the Group’s share in AMHRI and AMHPI’s revenue and
net loss amounted to P898.9 million and P96.4 million, respectively. If the combination had taken
place at the beginning of 2012, the Group’s total revenue would have been B64,269.7 million,
while the Group’s net income would have been P10,641.3 million.

TKPI and TKDC

The Company entered into an agreement with Asian Conservation Company and ACC Resorts,
Inc. (the ACC Group) to create a company which will serve as a holding vehicle for TKPI and
TKDC (wholly owned subsidiaries of the ACC Group prior to the Company’s involvement). TKPI
and TKDC are mainly involved in the development of parcels of land and islands into resorts in
Miniloc, Lagen, Pangulasian and Apulit islands in the municipalities of El Nido and Taytay in
Northern Palawan.

The agreement eventually resulted in the Company obtaining 60.0% interest in the new company
for a total consideration of P2,000.0 million and ACC Group acquiring the remaining 40.0%
interest. The Company subscribed to 60% of the shares of TKPI and TKDC, thereby providing the
Company with the ability to exercise control over TKPI and TKDC effective April 23, 2010.
Accordingly, TKPI and TKDC financial statements were consolidated on a line-by-line basis with
that of the Group as of December 31, 2010.



-87-

The following were the fair values of the identifiable assets and liabilities assumed (in thousands)
at the time of acquisition:

Assets
Cash and cash equivalents P365,652
Trade and other receivables 1,455,940
Inventories 16,393
Other current assets 25,401
Land and improvements 1,361,645
Deposit on land purchase 444,622
Property and equipment 493,328
Other assets 140,640
4,303,621
Liabilities
Accounts and other payables 310,177
Deposits and other current liabilities 21,446
Due to related parties 89,232
Loans payable 81,621
Income tax payable 18,630
Deferred tax liabilities — net 399,155
920,261
Net assets 3,383,360
Non-controlling interest in TKDC and TKPI 1,353,344
Total net assets acquired 2,030,016
Acquisition cost 2,029,500
Negative goodwill R516

The fair value of the trade and other receivables approximate their carrying amounts since these
are short-term in nature. None of the trade receivables have been impaired and it is expected that
the full contractual amounts can be collected.

The non-controlling interests have been measured at the proportionate share of the value of the
net identifiable assets acquired and liabilities assumed.

In 2011, the Company finalized its purchase price allocation and there were no changes to the fair
market values of the assets acquired and liabilities assumed for TKDC and TKPI.

In 2011, the shareholders of ECI, a subsidiary, approved the increase in its authorized capital
stock and the subsequent issuance of these shares in exchange for the investment of the
Company and ACC Group in TKDC and TKPI. As a result of this transaction, ALl and ACC will
obtain 60.0% and 40.0% ownership interest in ECI, respectively. Also, TKDC and TKPI will
become wholly owned subsidiaries of ECl. However, the Exchange Agreement was subsequently
rescinded in 2013, in favor of the acquisition of the minority interest in TKDC and TKPI through
AHRC'’s acquisition of 100% interest in ACCI (see Note 20).

Asian Conservation Company, Inc. (ACCI)

On November 19, 2013, AHRC, a wholly owned subsidiary of the Company entered into an
agreement to acquire 100.0% interest in ACCI, which effectively consolidates the remaining 40.0%
interest in TKDC and TKPI (60.0%-owned subsidiary of the Company prior to this acquisition).
This acquisition is in line with the Company’s thrust to support the country’s flourishing tourism
industry.

The agreement resulted in the Company effectively obtaining 100.0% interest in TKPI and TKDC.
A total of P2,000.0 million was paid to obtain the 100.0% interest in ACCI. The carrying amount of
the non-controlling interest is reduced to nil as the Company already owns 100.0% share in TKDC
and TKPI become wholly owned subsidiaries of the Company. The difference between the fair
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value of the consideration paid and the amount by which the non-controlling interest is adjusted is
recognized in equity attributable to the Company amounting to P586.0 million (see Note 20).

Acquisition of Non-controlling Interests

Cebu Holdings, Inc. (CHI)

On various dates in 2016, ALI acquired a total of 10.5% additional ownership in CHI for a total
consideration of P1209.8 million. This brought ALI’s ownership from 56.4% to 66.9% of the
outstanding capital stock of CHI and there was no change in control.

APPHC and Ayalaland Offices, Inc. (formerly APPCo)

APPCo owns BPO buildings in Makati, Quezon City and Laguna, with a total leasable area of
approximately 230 thousand square meters. This acquisition is aligned with the Company’s thrust
of expanding its office leasing business and increasing its recurring income.

In 2006, the Company signed an agreement with MLT Investments Ltd. (MIL) and Filipinas
Investments Ltd. (FIL) to jointly develop a BPO office building in Dela Rosa Street and to purchase
the existing PeopleSupport Building.

APPHC, the joint-venture company formed, is 60.0%-owned by the Company. APPHC owns 60%
interest in its subsidiary, APPCo. The remaining 40.0% interest in both APPHC and APPCo are
split evenly between MIL and FIL. APPHC and APPCo are joint ventures by the Company, MIL,
and FIL.

On December 8, 2008, the Company acquired from FIL its 20.0% ownership in APPHC and
APPCo. This resulted in an increase in the Company’s effective ownership interest in APPHC
from 60.0% to 80.0% and APPCo from 36.0% to 68.0%, thereby providing the Company with the
ability to control the operations of APPHC and APPCo following the acquisition. Accordingly,
APPHC and APPCo’s financial statements are consolidated on a line-by-line basis with that of the
Group as of December 31, 2008.

On November 16, 2011, the SEC approved the merger of APPHC and APPCo, with APPCo as the
surviving entity. The merger was meant to streamline administrative processes and achieve
greater efficiency. From the perspective of the Company, the merger did not affect its effective
interest (68.0%) in the merged entity.

On April 15, 2013, the Company has entered into a Sale and Purchase Agreement with Global
Technologies International Limited (GTIL) to acquire the latter’s 32.0% stake in APPCo for
P3,520.0 million. Prior to the acquisition, the Company has 68.0% effective interest in APPCo.

The carrying amount of the non-controlling interest is reduced to nil as APPCo became wholly
owned by the Company. The difference between the fair value of the consideration paid and the
amount by which the non-controlling interest is adjusted is recognized in equity attributable to the
Company amounting to P2,722.6 million (see Note 20).

Asian I-Office Properties, Inc. (AiO)

On April 16, 2013, CPVDC (a subsidiary of CHI) acquired the 60.0% interest of the Company in
AiO for a cash consideration of P436.2 million. AiO was previously 40.0%-owned by CPVDC and
60.0%-owned by the Company.

This transaction allows the Company to consolidate into CPVDC the development and operations
of BPO offices in Cebu and businesses related thereto, which should lead to value enhancement,
improved efficiencies, streamlined processes and synergy creation among the Company and its
subsidiaries. This is also consistent with the thrust of the CHI group to build up its recurring
income base.
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The acquisition resulted to AiO becoming a wholly owned subsidiary of CPVDC. Both AiO and
CHI are under the common control of the Company. As a result, the acquisition was accounted for
using the pooling of interests method. The transaction has no effect on the carrying amounts of
the Group’s assets and liabilities.

TPEPI

On October 31, 2013, the Group acquired a 55.0% interest in TPEPI for a consideration of
P550.0 million. The acquisition will allow the Group to consolidate its businesses resulting in
improved efficiencies and synergy creation to maximize opportunities in the Cebu real estate
market. The transaction was accounted for as an asset acquisition.

The excess of the Group’s cost of investment in TPEPI over its proportionate share in the
underlying net assets at the date of acquisition was allocated to the “Investment properties”
account in the consolidated financial statements. This purchase premium shall be amortized upon
sale of these lots by TPEPI.

TPEPI's underlying net assets acquired by the Group as of date of acquisition consists of cash in
bank, input VAT and investment properties amounting to B550.0 million.

NTDCC

On December 10, 2014, the Group purchased its proportionate share in Anglo Philippine Holdings
Corporation’s 15.8% interest in NTDCC for B738.3 million which consists of 539,249 common
shares and 2,265,507 preferred shares. This increased the Company’s ownership in NTDCC from
49.3% to 58.5% of the total outstanding capital stock of NTDCC which owns and operates the
Trinoma Commercial Centre in North Triangle, Quezon City.

Subsequently, on December 22, 2014, the Company purchased the shares of Allante Realty and
Development Corporation and DBH Incorporated in NTDCC for P211.2 million each of which
comprises of 154,287 common shares and 648,196 preferred shares for each company. This
resulted to an increase in the Company’s ownership in NTDCC from 49.3% to 63.8% of the total
outstanding capital stock of NTDCC.

On February 6, 2015, ALI purchased the remaining interest of Anglo Philippine Holdings
Corporation (Anglo) in North Triangle Depot Commercial Corporation (NTDCC) consisting of
382,072 common shares and 1,605,169 preferred shares amounting to P523.0 million. The
transaction brings ALI's ownership from 63.8% to 70.4% of the total outstanding capital stock of
NTDCC.

Then, the Group purchased the combined remaining interest of Allante Realty and Development
Corporation (Allante) and DBH, Inc. (DBH) in North Triangle Depot Commercial Corporation
(NTDCC) consisting of 167,548 common shares and 703,904 preferred shares amounting to
P229.0 million which brought ALI's ownership in NTDCC from 70.36% to 73.24% of the total
outstanding capital stock of NTDCC. This acquisition is aligned with ALI’s thrust of expanding its
leasing business.

PhilEnergy
Ayala Land, Inc. acquired MC’s 40% minority interest in PhilEnergy which increased its ownership

to 100%. The transaction resulted to an immaterial equity reserves balance as its total investment
cost of P322.3 million approximates the par value of the shares plus 40% of PhilEnergy’s audited
retained earnings as of December 31, 2013.
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25. Related Party Transactions

Parties are considered to be related if one party has the ability, directly or indirectly, to control the
other party or exercise significant influence over the other party in making financial and operating
decisions. Parties are also considered to be related if they are subject to common control or
common significant influence which include affiliates.

In its regular conduct of business, the Group has entered into transactions with its parent
company, associates and other related parties principally consisting of advances and
reimbursement of expenses, purchase and sale of real estate properties, construction contracts,
development, management, underwriting, marketing, leasing and administrative service
agreements.

Terms and Conditions of Transactions with Related Parties

Transactions with related parties are made at normal market prices. Outstanding balances at year
end are unsecured, interest free and settlement occurs generally in cash, except otherwise
indicated. There have been no guarantees provided or received for any related party receivables
or payables. The Group does not provide any allowance relating to receivable from related parties.

This assessment is undertaken each financial year through examining the financial position of the
related parties and the markets in which the related parties operate.

The following tables provide the total amount of transactions that have been entered into with
related parties for the relevant financial year (in thousands):

a. Transactions with Bank of the Philippine Islands (BPI), an associate of AC

Cash in banks earns interest at 0.25% to 0.75 % per annum. Cash equivalents earn interest
from 1.2% to 2.8% per annum. Investment in FVPL are UITF which earns interest depending
on the duration of time invested in the fund. Interest earned with investments in BPI for the
year amounted to P56.65 million.

Short-term debt are unsecured peso and dollar-denominated bank loans with interest rate
ranging from 2.3% to 3.0% while long-term debt bears 4.5% to 4.7% per annum ranging from
4.4.t0 10.5 years. Interest expense incurred on borrowings from BPl amounted to

P628.76 million for the year ended December 31, 2016.

As of December 31, 2016 and 2015, the Group maintains current and savings account, money
market placements and short-term and long-term debt payable with BPI broken down as

follows:

2016 2015

(In Thousands)

Cash in bank B2,790,167 P6,028,795
Cash equivalents 3,361,140 6,983,653
Investment in FVPL 977,589 288,229
Short term debt 5,669,100 1,669,000
Long-term debt 17,342,089 12,522,323

b. Outstanding balances with parent company, associates and other related party

Receivables from/payables to other related parties pertain mostly to advances and
reimbursement of operating expenses related to development cost and land acquisitions.
Payables to related parties consist of expenses incurred on utilities, professional services and
other miscellaneous services as well as purchases of vehicles. These are generally trade-
related, noninterest-bearing and settled within one year.
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Outstanding balances from/to related parties follow (amounts in thousands):

2016
Receivable from related parties Payable to related parties

Current Noncurrent Total Current Noncurrent Total
Parent Company P98,685 P— P98,685 P72,965 P— P72,965
Associates 231,206 - 231,206 253,077 - 253,077
Other related parties:
FBDC 455,170 - 455,170 1,171 - 1,171
Globe Telecom (Globe) 234,323 - 234,323 5,861 - 5,861
BPI 52,452 - 52,452 46,891 - 46,891
Columbus - - - 267,355 - 267,355
Others 44,911 - 44,911 21,656 - 21,656

786,856 - 786,856 342,934 - 342,934

P1,116,747 P— P1,116,747 P668,976 P— P668,976
2015
Receivable from related parties Payable to related parties

Current Noncurrent Total Current Noncurrent Total
Parent Company P156,157 P— P156,157 R77,773 P— R77,773
Associates 122,268 - 122,268 249,480 - 249,480
Other related parties:
FBDC 547,331 - 547,331 396 - 396
Globe Telecom (Globe) 113,300 - 113,300 5,223 - 5,223
BPI 38,207 - 38,207 47,403 - 47,403
Columbus - - - 267,355 - 267,355
Others 35,322 - 35,322 15,232 - 15,232

734,160 - 734,160 335,609 - 335,609

P1,012,585 P— P1,012,585 P662,862 P— P662,862

c. Revenue and expenses from related parties

The revenue from parent company, associates and other related parties pertains mostly to
income from leasing and development projects while expenses composed of management
fees and training expenses. These are usually non-interest bearing and not impaired.

Transactions are settled within one year.

Revenue and expenses from related parties follow:

Revenue from related parties:

2016 2015 2014
(In Thousands)

Parent Company B51,914 P3,934 P501,339
Associate 46,237 44,128 49,135
Other Related Parties
BPI 222,045 189,584 297,767
Psi Technologies 109,486 115,087 —
FBDC 212,448 75,282 176,195
Globe 221,243 46,062 75,044
Laguna AA Waterworks Corp.

(LAWC) 1,500 1,500 1,500
Manila Water Company, Inc.

(MWCI) 1,128 918 883
6750 Ayala Avenue JV - - 17,697
Others 19,528 13,382 13,057

787,378 441,815 582,143
Total B885,529 P489,877 P1,132,617
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Expenses from related parties:

2016 2015 2014
(In Thousands)
Parent Company P29,318 R575,303 P445,623
Associate 2,095 725,139 1,315
Other Related Parties
AG Counselors Corp. 179,881 166,811 154,587
MWCI 194,836 157,937 195,435
FBDC 192,697 155,598 155,099
BPI 217,097 96,931 20,781
BPI Securities Corp. - 90,560 -
Globe 58,434 49,318 44,392
Innove Communications, Inc. 42,238 30,930 35,200
Ayala Life Assurance, Inc. - - 248,219
Others 177,360 20,387 43,520
1,062,543 768,472 897,233
Total B1,093,956 P2,068,914 P1,344,171

The following describes the nature of the material transactions of the Group with related parties as
of December 31, 2016 and 2015:

On January 12, 2016, the Company has entered into a partnership with Manila Water
Philippine Ventures, Inc, a wholly owned subsidiary of Manila Water Company, Inc, for the
waterworks of ALI's projects nationwide. The MOA was signed by ALI and its subsidiaries and
affiliates, Cebu Holdings, Inc. and Cebu Property Ventures and Development Corp. Revenue
and expense for the year amounted to P6.77 million and P113.4 million, respectively.

In July 2015, Avida entered into a contract with AC for the purchase of land in San Antonio,
Makati City with the purchase price amounted to P644.1 million, inclusive of VAT. Payments
were made in two tranches, with the first one in July amounting to P471.6 million (inclusive of
VAT & CWT) and the balance of B172.5 million in October 2015.

On November 26, 2014, Alveo acquired a 6,986 sqm property located along Valero St.,
Salcedo Village, Makati City. The property was purchased from BPI for P1,595.0 million.
Certain credit facilities with BPI with a total carrying value of B22,395.5 million and

P14,191.3 million as of December 31, 2016 and 2015, respectively, are secured by a real
estate mortgage. This is in compliance with BSP ruling on directors, officers, stockholders and
related interests.

In 2013, the Company, through its subsidiary Avida, advanced P107.2 million for selling
expenses and transfer costs for AC allocated units on projects under joint development
agreement between AC and Avida. As of December 31, 2015 and 2014, the balance of such
advances amounted to nil and P78.3 million, respectively.

On February 3, 2011, Amaia Land Corp. (Amaia) entered into a Joint Development Agreement
(the Agreement) with AC to develop parcels of land (the Property) located in Brgy. Dagatan,
Lipa City, Batangas registered in the name of AC. AC agreed to contribute the Property and
Amaia agreed to contribute project development services. In return for their respective
contributions, the parties agreed to respectively distribute and allocate to themselves the
developed units in the project corresponding to their pro-rata interest therein. In 2012, the
parties agreed to cancel the Agreement and sell the property to Amaia. On December 17,
2012, the parties executed a Deed of Absolute Sale wherein AC agreed to sell and Amaia
agreed to purchase the Property from AC for B50.1 million. As of December 31, 2015 and
2014, the payable to AC amounted to nil and P29.8 million respectively.

On April 17, 2012, AC awarded the Daang Hari-SLEX Link road project to MDC with total
contract price of P804.4 million. The scope of work includes the construction of a 4 km toll
road that will exit South Luzon near the Susana Heights Interchange passing through
government properties in Muntinlupa and will end in Daang Hari in Imus, Cavite. The project
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was started last June 2012 and was completed in June 2015. Additional accomplishments
from change orders in 2016 amounting to #51.8 million pertain to direct works on the toll plaza,
main tunnel across SLEX and segments of roads in Daang Hari.

¢ In November 2012, BG South, a subsidiary of Alveo, entered into a contract with FBDC for the
purchase of land in Bonifacio Global City. The Deed of Absolute Sale related to the contract
was executed in 2012 for which the purchase price amounted to P727.8 million, plus VAT. In
2013, P407.0 million, inclusive of VAT, were paid by BG South. Outstanding payable
amounted to P9.11 million and P23.9 million as of December 31, 2016 and 2015, respectively.

e On May 20, 2013, DirectPower and its customers, which are all within the Ayala Group,
entered into a Retail Electricity Supply contract wherein DirectPower agreed to supply
electricity at a specific rate pursuant to the provisions and implementing rules and regulations
of R.A. No. 9136 or the Electric Power Industry Reform Acts of 2001. Among the customers of
DirectPower are FBDC, LDC, BPI, San Lazaro BPO Complex and 6750 Ayala Ave.

o Revenue from Globe pertains to development management fee and for lease of spaces.

d. Remuneration of Key Management Personnel (KMP)
Key management personnel of the Group include all officers with position of vice president and
up. Compensation of key management personnel amounted to P145,476 million and
P158,600 million in 2016 and 2015, respectively.

Compensation of key management personnel by benefit type follows:

2016 2015

(In Thousands)
Short-term employee benefits B129,980 P140,826
Post-employment benefits (Note 26) 15,497 17,774
P145,477 P158,600

26.

Retirement Plan

The Group has funded, noncontributory tax-qualified defined benefit type of retirement plans (the
Plan) covering substantially all of their employees. The benefits are based on a defined benefit
formula.

The Plan aims to maintain a full funding, i.e., the Plan’s assets fully covered the Plan’s liabilities, as
measured through generally accepted actuarial methodologies. Such will provide a higher level of
assurance that all promised benefits can be paid from existing assets and expected investment
returns. The target funded status is within the range of 80% to 100%.

The Group’s fund is in the form of a trust fund being maintained by trustee banks such as BPI
Asset Management and Trust Group and Deutsche Bank (collectively the “Retirement Fund”). The
primary objective of the Retirement Fund is to achieve the highest total rate of return possible,
consistent with a prudent level of risk. The investment strategy articulated in the asset allocation
policy has been developed in the context of long-term capital market expectations, as well as multi-
year projections of actuarial liabilities. Accordingly, the investment objectives and strategies
emphasize a long-term outlook, and interim performance fluctuations will be viewed with the
corresponding perspective.
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The components of expense (included in manpower costs under “General and administrative
expenses”) in the consolidated statements of income follows:

2016 2015 2014

(In Thousands)
Current service cost B283,522 P309,459 P410,462
Past service cost - 519 6,903
Net interest cost on benefit obligation 99,337 59,893 30,365
Total pension expense B382,859 P369,871 P447,730

The remeasurement effects recognized in other comprehensive income (included in Equity under
“Remeasurement gain (loss) on pension liabilities”) in the consolidated statements of financial
position follow:

2016 2015 2014
(In Thousands)

Return gain (loss) plan assets
(excluding amount included in net

interest) P49,760 (P19,383) P28,280
Remeasurement loss due to liability

experience (73,212) (208,473) (46,810)
Remeasurement loss due to liability

assumption changes - demographic - (235) (51,593)

Remeasurement gain (loss) due to
liability assumption changes -

economic (84,504) 427,955 -
Remeasurements in other
comprehensive income (loss) (B107,956) P199,864 (B70,123)

The funded status and amounts recognized in the consolidated statement of financial position for
the pension plan as of December 31, 2016 and 2015, are as follows:

2016 2015
(In Thousands)
Benefit obligations B3,573,076 P3,547,234
Plan assets (2,147,750) (2,109,193)
Net pension liability position B1,425,326 P1,438,041

As of December 31, 2016 and 2015 pension assets (included under “other noncurrent assets”)
amounted to B73.5 million and P64.2 million, respectively, and pension liabilities amounted to
P1,498.8 million and P1,502.2 million, respectively.
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Changes in net defined benefit liability of funded funds in 2016 are as follows (in thousands):

Net benefit cost in consolidated

statement of income Remeasurements in other comprehensive income
Remeasure
ment Remeasure
(gain)/loss ment
Remeasure dueto (gain)/loss
ment liability dueto
(gain)/loss assumption liability
Past Return due to changes - assumption Net
January 1, Current service Net Benefits on plan liability demographi  changes - remeasure- Contribution Transfer SettlemeDecember 31,
2016 service cost cost interest Subtotal paid Assets*  experience c economic mentloss by employer in /(out) nts 2016
Present value of defined benefit
obligation P3,547,234 P283,522 P- P203,196 P486,718  (P296,107) BP- (R73,212) P- (P84,504) (157,716) BP- (P7,053) P- P3,573,076
Fair value of plan assets (2,109,193) - - (103,859) (103,859) 293,819 49,760 - - - 49,760 (278,279) - - (2,147,752)
Net defined benefit liability (asset) P1,438,041 P283,522 P— 99,337 P382,859 (P2,288) P49,760 (P73,212) P-  (P84,504) (P107,956) (P278,279) (P7,053) P- P1,425,324
*excluding amount included in net interest
Changes in net defined benefit liability of funded funds in 2015 are as follows (in thousands):
Net benefit cost in consolidated
statement of income Remeasurements in other comprehensive income
Rremeasure Remeasurem
ment ent
Remeasure  (gain)/loss  (gain)/loss
ment due to due to
(gain)/loss liability liability
Return due to assumption assumption Net
January 1, Current Past service Net Benefits on plan liability ~ changes - changes - remeasure- Contribution Transfer December 31,
2015 service cost cost interest Subtotal paid Assets* _experience demographic economic ment loss by employer in /(out) Settlements 2015
Present value of defined benefit
obligation P3,750,189 P309,459 R519 R79,590 P389,568 (P306,948) P-  P208,473 P235 (P427,955) (R219,247) P- (P66,328) P- P3,547,234
Fair value of plan assets (2,189,026) - - (19,697) (19,697) 294,094 19,383 - - - 19,383 (212,197) (1,750) - (2,109,193)
Net defined benefit liability (asset) P1,561,163 P309,459 R519 R59,893 P369,871 (P12,854) P19,383  PR208,473 P235 (P427,955) (P199,864) (P212,197) (P68,078) P—  P1,438,041
*excluding amount included in net interest
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All equity and debt instruments held have quoted prices in an active market. The remaining plan
assets do not have quoted market prices in an active market.

The plan assets have diverse investments and do not have any concentration risk.

The fair value of plan assets by each class as at the end of the reporting period are as follows:

December 31

2016 2015
(In Thousands)

Cash and cash equivalents P130,565 P116,805

Equity investments
Unit Investment Trust Funds 255,119 136,250
Holding Firms 165,052 136,110
Mutual Funds 81,344 90,856
Industrials 56,649 40,691
Financials 33,552 14,210
Property 17,269 15,622
Services 16,885 21,186
Mining and Qil - 5,245
625,870 460,170

Debt investments

Government securities 551,440 683,199
AAA rated debt securities 2,535 462,808
Not rated debt securities 783,466 316,879
1,337,441 1,462,886
Other assets 53,876 69,332
B2,147,752 P2,109,193

The Retirement Fund’s investments will be appropriately diversified to control overall risk and will
exhibit portfolio characteristics similar to the set benchmark for each asset class. In case of
securities, the aggregate holdings of any security may not exceed 10% of the Plan assets. The
criteria for including an asset class in the strategic policy include: (a) wide recognition and
acceptance among institutional investors; (b) low correlation with other accepted asset classes;
and (c) a meaningful performance history. The Group expects to make contributions of

P281.4 million to its retirement fund in 2017.

The allocation of the fair value of plan assets follows:

2016 2015
Investments in debt securities 62.27% 69.36%
Investments in equity securities 29.14% 21.82%
Others 8.59% 8.82%

Funds invested in debt securities include government securities, corporate notes and bonds, unit
investment trust funds and special deposit accounts. Investments in equity securities consist of
investments in PSE listed stocks and unit investment trust funds. Others were in the form of cash
and cash equivalents.

The Group’s transactions with the fund mainly pertain to contributions, benefit payments and
settlements.
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As of December 31, 2016 and 2015, the funds include investment in securities to its related
parties. Details of the investment per type of security are as follows:

December 31,

December 31, 2016 2015
Carrying Fair Unrealized Fair
Value Value (Gain) Loss Value

(In Thousands)
Investments in debt securities B274,285 B274,876 (B591) P133,839
Investments in equity securities 236,757 233,063 3,694 195,120
Others 18,730 18,783 (53) 136,237
B529,772 B526,722 3,050 P465,196

The plan assets include shares of stock of the Company with fair value amounting to

P13.2 million, and B7.5 million as of December 31, 2016 and 2015, respectively. The Company
gives the trustee bank the discretion to exercise voting rights over the shares. The plan assets
include debt securities of the Company amounting to B74.3 million and B73.1 million as of
December 31, 2016 and 2015, respectively. The loss of the fund arising from investments in debt
and equity securities of the Company amounted to P0.7 million and P1.2 million, respectively.

The cost of defined benefit pension plans and other post-employment medical benefits as well as
the present value of the pension liabilities are determined using actuarial valuations. The actuarial
valuation involves making various assumptions. The principal assumptions used in determining
pension and post-employment medical benefit obligations for the defined benefit plans are shown
below:

2016 2015
Discount rates 4.7 to 5.5% 4.5t05.3%
Future salary increases 3.0 to 10.0% 3.0t0 8.0%

The sensitivity analysis below has been determined based on reasonably possible changes of
each significant assumption on the defined benefit obligation as of the end of the reporting period,
assuming all other assumptions were held constant:

2016
Effect on income before income
tax Increase (decrease
+ 100 basis - 100 basis
Change in basis points points points
(In Thousands)
Discount rate (B364,226) P479,698
Salary increase rate 448,909 (237,998)
2015
Effect on income before income tax
Increase (decrease
+ 100 basis - 100 basis
Change in basis points points points
(In Thousands)
Discount rate (P207,098) P236,070

Salary increase rate 231,851 (188,779)
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Shown below is the maturity analysis of the undiscounted benefit payments:

Year ending: 2016 2015
(In Thousands)

1 year and less B112,555 P209,179

More than 1 year to 5 years 526,911 814,946

More than 5 years 5,538,959 2,062,111

The average duration of the defined benefit obligation is 11.0 to 25.0 years and 9.3 to 27.1 years
in 2016 and 2015, respectively.

27.

Earnings Per Share

The following tables present information necessary to compute EPS (amounts in thousands
except EPS):

EPS on net income attributable to equity holders of the Company are as follows:

2016 2015
(In Thousands)

Net income attributable to equity holders of the

Company B20,908,011 B17,630,275
Dividends on preferred stock (62,038) (62,038)
Net income attributable to equity holders for basic

and diluted earnings per share B20,845,973 P17,568,237
Weighted average number of common shares for

basic EPS 14,588,347 14,580,415
Dilutive shares arising from stock options 1,196 2,692
Adjusted weighted average number of common

shares for diluted EPS 14,589,543 14,583,107
Basic EPS B1.43 P1.20
Diluted EPS P1.43 P1.20

Basic EPS is computed by dividing net income for the year attributable to common equity holders
of the Company by the weighted average number of common shares issued and outstanding
during the year adjusted for any subsequent stock dividends declared.

Diluted EPS is computed by dividing net income for the year attributable to common equity holders
of the Company by the weighted average number of common shares issued and outstanding
during the year plus the weighted average number of common shares that would be issued on
conversion of all the dilutive potential common shares into common shares. The calculation of
diluted earnings per share does not assume conversion, exercise, or other issue of potential
common shares that would have an antidilutive effect on earnings per share.

The convertibility of the preferred shares will start on the 10" year from the issue date which was
in 2012. This has an antidilutive effect on the computation of diluted EPS.






