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(A corporation duly organized and existing under Philippine laws)

PHILIPPINE LONG DISTANCE TELEPHONE COMPANY
RAMON COJUANGCO BUILDING,

MAKATI AVENLIE, MAKATI CITY,

METRO MANILA, PHILIPPINES

TELEPHONE NUMBER: +(632) B16-8034

Philippine Long Distance Telephone Company (“PLDT", the “Issuer”, or the “Company”) is offering Fixed Rate Bonds (the “Bonds”) with an aggregate
principal amount of Ten Rillion Pesos (Phpl0,000,000,000.00), with an over-subscription option of up to Five Billion Pesos (Phpa,000,000,000.00)
(the "Offer”). The Bonds are comprised of Seven (7) Year Fixed Rate Bonds due in 2021 (the “7-Year Bonds") and Ten (I0) Year Fixed Rate Bonds due
in 2024 (the" 10-Year Bonds"). The Bonds will be issued pursuant to the Offer on [@] (the “Issue Date").

The 7-Year Bonds shall have a term of seven (7) years from the Issue Date, with a fixed interest rate equivalent to [®@]1% p.a. Interest on the 7-Year
Bonds shall be payable (@] in arrears starting on [@] for the first Interest Payment Date, and [@]. [@], [®] and [®] of each year for each
subsequent Interest Payment Date at which the Bonds are outstanding, or the subsequent Banking Day without adjustment if such Interest Payment
Date is not a Banking Day.

The 10-Year Bonds shall have a term of ten (I0) years from the Issue Date, with a fixed interest rate equivalent to [@]% p.a. Interest on the Ten
Year Bonds shall be payable [@] in arrears starting on (@] for the first Interest Payment Date, and (@], [@]. [®] and @] of each year for each
subsequent Interest Payment Date at which the Bonds are outstanding, or the subsequent Banking Day without adjustment if such Interest Payment
Date is not a Banking Day.

The Bonds shall be repaid at maturity at par (or 100% of face value) on the respective Maturity Date or on (@] for the 7-Year Bonds and on [@] for
the 10-Year Bonds. unless the Company exercises its Early Redemption Option according to the conditions therefore (see “Description of the Bonds”
- "Redemption and Purchase” on page al).

Upon issuance, the Bonds shall. when issued, constitute direct, unconditional, unsecured and unsubordinated Peso denominated obligations of the
Issuer and shall rank par/ passu and ratably without any preference or priority amongst themselves and at |east par/ passu in priority of payment
with all other present and future unsecured and unsubordinated obligations of the Issuer, other than obligations preferred by the law. The Bonds
shall effectively be subordinated in right of payment to, among others, all of PLDT's secured debts to the extent of the value of the assets securing
such debt and all of its debt that is evidenced by a public instrument under Article 2244(14) of the Civil Code of the Philippines (see “Description of
the Bonds” - “Ranking” on page 49).

The Bonds have been rated (@] by Credit Rating Investors Services Philippines on [@]. The rating is not a recommendation to buy, sell or hold
securities and may be subject to revision, suspension or withdrawal at any time by the assigning rating organization.

The Bonds are offered to the public at face value through the Joint Lead Underwriters. The Philippine Depository & Trust Corp. ("PDTC") will act as
the Registrar and Paying Agent of the Bonds. The Bonds shall be issued in minimum denominations of Phpa0,000 each, and in integral multiples of
Php!0,000 thereafter. The Bonds shall be traded in denominations of Php0.000 in the secondary market.

PLDT intends to cause the listing of the Bonds on a securities exchange licensed with the Philippine Securities and Exchange Commission (“SEC") and
has initiated discussions with the Philippine Dealing & Exchange Corporation (“PDEX") for this purpose. However, there can be no assurance that
such a listing will actually be achieved either before or after the Issue Date or whether such a listing will materially affect the liquidity of the Bonds
on the secondary market. Such listing would be subject to the Company's execution of a listing agreement with PDEx that may require the Company
to make certain disclosures, undertakings and payments on an ongaing basis.

PLDT expects to raise gross proceeds of Phpl0,000,000,000.00, with an over-subscription option of up to Phpa,000,000,000.00. The net proceeds
from the issue of the Bonds, without the Over-subscription Option (after deduction of fees, commissions and expenses) is approximately
Phpd,896,084,375  Assuming the Over-subscription Option of up to Phpa,000,000,000 is fully exercised, PLOT expects tatal net proceeds of



approximately Phpl4,853,584,370 after fees, commissions and expenses. Proceeds of the Offer shall be used to finance capital expenditure and/or
refinance existing obligations the proceeds of which were utilized for service improvements and expansion. which are discussed further in the
section entitled “Use of Proceeds” of this Prospectus. The Joint Lead Underwriters shall receive a fee of 0.30% on the final aggregate nominal
principal amount of the Bonds issued, which is inclusive of underwriting fees and selling commissions.

PLDT confirms that this Prospectus contains all material information relating to the Company. its affiliates and subsidiaries, as well as all material
information on the issue and offering of and the Bonds as may be required by the applicable laws of the Republic of the Philippines. No facts have
been omitted that would make any statement in this Prospectus misleading in any material respect. PLDT confirms that it has made all reasonable
inquiries with respect to any information, data and analysis provided to it by its advisors and consultants or which is otherwise publicly available for
inclusion into this Prospectus. PLDT, however, has not independently verified any or all such publicly available information, data or analysis. The
Joint Issue Managers and the Joint Lead Underwriters assume no liability for any information supplied herein by PLDT. Accordingly, PLDT accepts
responsibility. The prices of securities can and do fluctuate. Any individual security may experience upward or downward movements, and may lose
all or part of its value over time. The future performance of a security may defy the trends of its past performance, and there may be a significant
difference between the buying price and the selling price of any security. As such, there is an inherent risk that losses may be incurred, rather than
profit made, as a result of buying and selling securities. Thus, an investment in the Bonds described in this Prospectus involves a certain degree of
risk.

In deciding whether to invest in the Bonds, a prospective purchaser of the Bonds (“Prospective Bondholder”) should, therefore, carefully consider
all the information contained in this Prospectus, including but not limited to, several factors inherent to the Company. which includes significant
competition, exposure to risks relating to the performance of the economies of other countries, and other risks relating to customer default
(detailed in "Risk Factors and Other Considerations” section on page 20 of this Prospectus), and those risks relevant to the Philippines vis-a-vis
risks inherent to the Bonds.

No representation or warranty, express or implied, is made by the Joint Issue Managers and the Joint Lead Underwriters as to the accuracy or
completeness of the information contained in this Prospectus. Neither the delivery of this Prospectus nor any sale made pursuant to the Offering
shall, under any circumstances. constitute a representation or create any implication that the information contained or referred to in this
Prospectus is accurate, complete or correct as of any time subsequent to the date hereof or that there has been no change in the affairs of PLDT
since the date of this Prospectus.

The contents of this Prospectus are not to be considered as definitive legal, business or tax advice. Each Prospective Bondholder receiving a copy of
this Prospectus acknowledges that he has not relied on the Joint Issue Managers and the Joint Lead Underwriters or any person affiliated with the
Joint |ssue Managers and the Joint Lead Underwriters, in his investigation of the accuracy of any information found in this Prospectus or in his
investment decision. Prospective Bondholders should consult their own counsel, accountants or other advisors as to legal, tax, business, financial
and related aspects of the purchase of the Bonds, among others. It bears emphasis that investing in the Bonds involves certain risks. It is best to
refer again to the section on "Risk Factors and Other Considerations” on page 20 of this Prospectus for a discussion of certain considerations with
respect to an investment in the Bonds.

No person nor group of persons has been authorized by PLDT, the Joint Issue Managers and the Joint Lead Underwriters to give any information or
to make any representation concerning PLOT or the Bonds other than as contained in this Prospectus and. if given or made. any such other
information or representation should not be relied upon as having been authorized by PLDT or the Joint Issue Managers or the Joint Lead
Underwriters.

PLDT is organized under the laws of the Philippines. Its principal office is at Ramon Cojuangco Building, Makati Avenue, Makati City, Metro Manila,
Philippines with telephone number (632) 816-8405.

A REGISTRATION STATEMENT RELATING TO THESE SECURITIES HAS BEEN FILED
WITH THE SECURITIES AND EXCHANGE COMMISSION BUT HAS NOT YET BEEN
DECLARED EFFECTIVE. NO OFFER TO BUY THE SECURITIES CAN BE ACCEPTED AND
NO PART OF THE PURCHASE PRICE CAN BE ACCEPTED OR RECEIVED UNTIL THE



REGISTRATION STATEMENT HAS BECOME EFFECTIVE, AND ANY SUCH OFFER MAY BE
WITHDRAWN OR REVOKED, WITHOUT OBLIGATION OR COMMITMENT OF ANY KIND, AT
ANY TIME PRIOR TO NOTICE OF ITS ACCEPTANCE GIVEN AFTER THE EFFECTIVE
DATE. AN INDICATION OF INTEREST IN RESPONSE HERETO INVOLVES NO
OBLIGATION OR COMMITMENT OF ANY KIND. THIS PROSPECTUS SHALL NOT
CONSTITUTE AN OFFER TO SELL OR THE SOLICITATION OF AN OFFER TO BUY.

PHILIPPINE LONG DISTANCE TELEPHONE COMPANY
By:

Napoleon L. Nazareno
President and Chief Executive Officer
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FORWARD-LOOKING STATEMENTS

Certain statements under “Executive Summary”, “Risk Factors and Other Considerations”, and elsewhere in this Prospectus constitute “forward-looking
statements”. All statements other than statements of histarical facts included in this Prospectus, including, without limitation, those regarding the financial position
of PLDT, business strategy, plans and objectives of management for future operations (including development plans and objectives relating to the activities of PLDT),
are forward-lnoking statements.

Some of these statements can be identified by forward-looking terms, such as “anticipate”, “believe”, “could”, “estimate”, "expect”, “intend", “may”, “plan”, “will" and
“would” or similar words. However these words are not the exclusive means of identifying forward-looking statements. All statements regarding the expected
financial condition and results of operations, business, plans and prospects of PLDT are forward-looking statements. These forward-looking statements include
statements as to the business strategy, revenue and profitability (including, without limitation, any financial or operating projections or forecasts) and planned
projects of PLDT and other matters discussed in this Prospectus that are not historical fact. These forward-looking statements and any other projections contained
in this Prospectus involve known and unknown risks, uncertainties and other factors which may cause actual results or performance of PLDT, or industry results, to
differ materially from those expressed or implied by such forward-looking statements. Such forward-looking statements are based on current beliefs, assumptions,
expectations, estimates and projections of the directors and management of PLDT, present and future business strategies and the environment in which they will
operate in the future. Reliance should not be placed on these forward-looking statements. These forward-looking statements speak only as of the date of this
Prospectus. The Issuer expressly disclaims any obligation or undertaking to release publicly any updates or revisions to any forward-looking statement contained
herein to reflect any change in the Issuer's expectations with regard thereto or any change of events, conditions or circumstances on which any such statement
was based.



Unless the context indicates or otherwise requires, references to “we,” "us.

DEFINITION OF TERMS

wno

our” or "PLDT Group” in this Prospectus mean Philippine Long Distance Telephone

Company and its consolidated subsidiaries, and references to “PLDT." the “Issuer,” or the “Company” mean Philippine Long Distance Telephone Company, excluding

consolidated subsidiaries.

Any discrepancies in any table between totals and the sums of the amounts listed are due to rounding.

In this Prospectus, each reference to:

ACeS Philippines

ACeS Philippines Cellular Satellite Corporation, an 88.5%-owned subsidiary of PLDT

ADRs American Depositary Receipts
ADSs American Depositary Shares
AGS ABM Global Solutions, Inc. and subsidiaries, of AGS Group, a 99.2%-owned subsidiary of ePLDT

Application to Purchase

The document to be executed by any Person qualified to become a Bondholder

ARPU Average revenue per user

Banking Day A day (except Saturdays, Sundays and holidays) on which commercial banks in Makati City, Metro Manila, Philippines are
open for business transaction

Bayan Bayan Telecommunications, Inc.

Beacon Beacon Electric Asset Holdings, Inc., a0%-owned by PCEV

Beta Asia utsourcing Beta Limited, a holding company of the SPi Group

BIR Bureau of Internal Revenue of the Philippines

Bondholder A person whose name appears, at any time, as a holder of the Bonds in the Register of Bondholders

Bands SEC-registered Unsecured Fixed Rate 7-Year and 10-Year Bunds to be issued by PLDT in the aggregate principal amount

of Phpla,000,000,000

Bond Agreements

The Trust Indenture between the Issuer and the Trustee, Master Certificates of Indebtedness, the Registry and Paying
Agency Agreement between the Issuer, the Registrar, and the Paying Agent, and any other document, certificate, or
writing contemplated thereby

BPI Capital BPI Capital Corporation

BPO Business Process Outsourcing

BSP Bangko Sentral ng Pilipinas

BTFHI BTF Holdings, Inc.

BTS Base Transceiver Station

By-Laws The Company's by-Laws, as amended

CRA Collective Bargaining Agreement

CED Chief Executive Officer

GG Corporate Governance

(G Manual PLDT Manual on Corporate Governance

GO Corporate Governance Office

Chikka Chikka Holdings Limited, a wholly-owned subsidiary of Smart
Civil Code New Civil Code of the Philippines

ClarkTel PLDT Clark Telecom, Inc., a wholly-owned subsidiary of PLDT
CMTS Cellular mobile telephone system




Code of Ethics

PLDT's Code of Busines Conduct and Ethics

Common Shares

Common shares of the Company with a par value of Phph.00, listed and traded with the PSE

Company or PLDT or Issuer

Philippine Long Distance Telephane Corparation

Constitution

The 1987 Constitution of the Philippines

Corporation Code

Batas Pambansa Blg. 68, otherwise know as “The Corporation Code of the Philippines,” as amended

CPCN Certificate of Public Convenience and Necessity

CRISP Credit Rating Investors' Services Philippines, Inc.

CURE Connectivity Unlimited Resource Enterprise, Inc., a majority-owned subsidiary of PH Communciations Corporation
DFON Domestic Fiber Optic Network

Digitel Digital Telecommunications Philippines, Inc., a 99.0%-owned subsidiary of PLDT

DMPI Digitel Mabile Philippines, Inc., owns the brand name Sun Cellular and a wholly-owned subsidiary of Digitel
DSL Digital Subscriber Line

ECC Executive Compensation Committee

ERITDA Earnings Before Interest, Taxes, Depreciation and Amortization

ePLDT ePLDT, Inc.., a wholly-owned subsidiary of PLDT

First Metro First Metro Investment Corporation

First Pacific First Pacific Company Limited

First Pacific Group

First Pacific and its Philippine affiliates

Globe

Globe Telecom, Inc.

Government

Government of the Republic of the Philippines

Governmental Authaority

The Republic of the Philippines, any of its political subdivisions, or any branch, department, agency or office thereof, or
any Person exercising or entitled to exercise executive, legislative, judicial, regulatory or administrative functions thereof

GNC Governance and Nomination Committee

GSM Global System for Mabile communications

HSRBC The Hongkong and Shanghai Banking Corporation Limited

|-Contacts |-Contacts Corporation, a wholly-owned subsidiary of Smart

IFRS International Financial Reporting Standards as issued by the International Accounting Standards Board
|GF International Gateway Facility

Interest Payment Date

(@], for the first Interest Payment Date and on [@],[®],[®] and [ @] of each year for each subsequent Interest
Payment Date, for so long as the relevant Bonds are outstanding. If the Interest Payment Date is not a Banking Day,
interest will be paid on the next succeeding Banking Day, without adjustment as to the amount of interest to be paid

Interest Rate

Interest Rate of the Bonds

Interest Rate Setting Date

The date which is [e] Banking Day prior to the Issue Date

P

|nternet Protocol

[FCDSI

|P Converge Data Services, Inc., a wholly-owned subsidiary of ePLDT

|ssue Coordinator

First Metro Investment Corporation

|ssue Date

[ @] or such date on which the Bonds shall be issued by PLDT to the Bondholders




Joint Issue Managers, Joint Lead
Underwriters and Joint Bookrunners

BDO Capital & Investment Corporation, BPI Capital Corporation, First Metro Investment Corporation and The Hongkong
and Shanghai Banking Corporation Limited

LEC Local Exchange Carrier

LTIp Long-term Incentive Plan

Majority Bondholders The holder or holders of more than fifty (30%) of the principal amount of the Bonds outstanding at relevant time
Maratel PLDT-Maratel, Inc., a 38.0%-owned subsidiary of PLDT

Master Certificates of Indebtedness

Each of the master form representing such amounts corresponding to the Seven-Year Bonds and the Ten-Year Bonds

Maturity Date [@]. The Maturity Date of the Bonds, for purposes of the Company effecting repayment of the principal amount thereof,
shall be in accordance with Banking Day convention. Thus, if Maturity Date is not a Banking Day, the principal repayment,
without adjustment as to the amount of interest to be paid, shall be made by the Company on the succeeding Banking Day.

Medialuest Medialuest Holdings, Inc., a wholly-owned entity of the PLDT Beneficial Trust Fund

Meralco Manila Electric Company

MIC Mabuhay Investment Corporation (formerly Mabuhay Satellite Corporation), a 67.0-owned subsidiary of PLDT

MPRI Metro Pacific Resources, Inc.

nethbames nethames, Inc., a 57.0%-owned subsidiary of ePLOT

NGN Next Generation Network

NTC National Telecommunications Commission of the Philippines

NTT Nippon Telegraph and Telephone Corporation

NTT Communications NTT Communications Corporation, a wholly-owned subsidiary of NTT

NTT DOCOMO NTT DOCOMO, Inc., a majority-owned and publicly traded subsidiary of NTT

NYSE New York Stock Exchange

[ffer or Offering The offer and issuance of the Bonds by the Company pursuant to the Trust Indenture, Underwriting Agreement,
Application to Purchase, and the Registry and Paying Agency Agreement, which are summarized in the section
“Description of the Bonds” on page 47

[ffer Period Commencing at [@] on [@] and ending at @] on @] or such earlier day or later day as maybe mutually agreed upon
the by Issuer, the Joint Issue Managers and the Joint Lead Underwriters

PAPTELCO Philippine Association of Private Telephone Companies, Inc.

PAS Philippine Accounting Standards

Paying Agent Refers to PDTC, appointed under the Registry and Paying Agency Agreement, that will receive the funds from the
Company for the payment of the principal, interest, and other amounts due on the Bonds and remit the same to the
Bondholders, based on the records shown in the Register of Bondholders

PCD PCD Nominee Corporation

PCEV PLDT Communications and Energy Ventures, Inc., a 39.8%-owned subsidiary of Smart

PDEx Philippine Dealing and Exchange Corporation

PDRs Philippine Depositary Receipts

PDSI Primeworld Digital Systems, Inc.. a wholly-owned subsidiary of Smart

ppTC Philippine Depository & Trust Corporation

Peso or Pesos or Php

Philippine Pesos, the lawful and official currency of the Republic of the Philippines




Person Individuals, juridical persons such as corparation, partnership, joint venture, unincorporated association, trust or other
juridical entities, or any governmental authority

PERS Philippine Financial Reporting Standards

PGNL Pilipinas Global Network Limited, a B0%-owned subsidiary of PLDT

Philcom PLDT-Philcom. Inc., a wholly-owned subsidiary of PLDT

PLDT Beneficial Trust Fund

The beneficial trust fund created by PLDT to pay the benefits under the PLDT Employees' Benefit Plan

PLDT Global

PLDT Global Corporation, a wholly-owned subsidiary of PLDT

pLP

PLDT Landline Plus

Preferred Shares

Redeemable and reissuable preferred voting shares of the Company with a par value of Phpl0

Prospectus This Prospectus together with all its annexes, appendices and amendments, if any

PSE The Philippine Stock Exchange, Inc.

PTIC Philippine Telecommunications Investment Corporation

Record Date Two (2) Banking Days prior to the relevant Payment Date, which shall be the reckoning day in determining the
Bondholders entitled to receive interest, principal, or any other amount due under the Bonds

Register of Bondholders The electronic registry book of the Registrar and Paying Agent containing the official information on the Bondholders and
the amount of Bonds they respectively hold, including all transfers and assignments thereof or any liens or
encumbrances thereon

Registrar Refers to PDTC. appointed pursuant to the Registry and Paying Agency Agreement

Registry and Paying Agency Agreement

Registry and Paying Agency Agreement dated [ @] between the Company and the Paying Agent and Registrar

SR Smart Broadband, Inc., a wholly-owned subsidiary of Smart

SEC Securities and Exchange Commission of the Philippines

SGV & Co. SyCip Gorres Velayo & Co., the Company's Independent Auditor

SHRL Smarthub Pte. Ltd., a wholly-owned subsidiary of Smart

SIM Subscriber |dentification Module

Smart Smart Communications, Inc., a wholly-owned subsidiary of PLDT

SMS short messaging system

SRC Republic Act No. 8799, otherwise known as “The Securities Regulation Code of the Philippines,” including its Implementing
Rules and Regulations as promulgated and amended or supplemented by the SEC from time to time

SRF Supervision and regulation fees

SubicTel PLDT Subic Telecom, Inc., a wholly-owned subsidiary of PLDT

Tax Code National Internal Revenue Code of the Philippines, as amended, and its implementing rules and regulations as maybe in

effect from time to time

Terms and Conditions

The terms and conditions of the issuance of the Bonds as set forth in the Trust Indenture

Trust Indenture

Trust Indenture to be entered into between the Company and the Trustee

Trustee

Metropolitan Bank & Trust Company - Trust Banking Group

TSC

Technology Strategy Committee

Underwriting Agreement

Underwriting Agreement to be entered into amang the Company, the Joint Issue Managers, and the Joint Lead
Underwriters

Us.

The United States of America

U.3. SEC

United States Securities and Exchange Commission




US$or § LI. 8. Dallar, the lawful currency of the United States of America
VAS Value-added service

VAT Value-Added Tax

VaolP Voice over internet protocal

WiMax Worldwide Inoperahility for Microwave Access




EXECUTIVE SUMMARY

The fallowing summary is qualified in its entirety by the more detailed information, including our financial statements and the notes relating thereto, appearing
elsewhere in this Prospectus. Because it is a summary, it does not contain 2/l the infarmatian that a prospective purchaser should consider be fore investing in the
Bonds. Frospective purchasers of the Bonds must read the entire Prospectus carefully, including the section on “Fisk factors and Dther Lonsiderations” and the
financial statements and the related notes to those statements annexed to this Prospectus. Lapitalized terms not defined in this summary are defined in the section
af “Definition of lerms.”

THE COMPANY

We are the leading telecommunications service provider in the Philippines. Through our three principal business segments, wireless, fixed line and others, we offer
the largest and most diversified range of telecommunications services across the Philippines’ most extensive fiber optic backbone and wireless, fixed line and
satellite netwarks.

We are the leading fixed line service provider in the Philippines accounting for approximately 3% of the total reported fixed line subscribers nationwide as at
September 30, 2013. Smart is the leading cellular service provider in the country, and together with the other PLDT Group cellular service provider, DMPI, account
for approximately 67% of total reported cellular subscribers nationwide as at September 30, 2013. We have interests in the BPD sector, including the operation of
our customer relationship management and knowledge processing solutions business. In December 2012, our Board of Directors authorized the sale of our BPO
business and our BP0 segment was classified as a discontinued operation.

[ur common shares are listed and traded on the PSE and aur ADSs, evidenced by ADRs, are listed and traded on the NYSE in the United States.

We had a market capitalization of approximately PhpB43.414 million and Php346.621 as at September 30, 2013 and December 31, 2012, respectively, representing one
of the largest market capitalizations amang Philippine-listed companies. We had total revenues of Phpl24,085 million and net income attributable to equity halders
of PLDT of PhpZ8.954 million for the nine months ended September 30, 2013. Total revenues and net income attributable to equity holders of PLDT amounted to
Phpl72 628 million and Php35.454 million, respectively, for the year ended December 31, 2012.

We operate under the jurisdiction of the NTC, which jurisdiction extends, amang other things, to appraving major services that we offer and the rates that we can
charge.

Qur principal executive offices are located at the Ramon Cojuangco Building, Makati Avenue, Makati City, Philippines and our telephone number is +(632) BIB-8a34.
Qur website address is www.pldt.com.ph The contents of our website are not a part of this Prospectus.

HISTORY

The Philippine Long Distance Telephone Company, or PLDT, or the Parent Company, was incorporated under the old Corporation Law of the Philippines (Act 1458, as
amended) an November 28, 1928, following the merger of four telephone companies under comman LS. ownership. Under its amended Articles of Incorporation,
PLDT's corporate term is currently limited through 2028. In 1967, effective contral of PLDT was sold by the General Telephone and Electronics Corporation, then a
major shareholder since PLDT's incorporation, to a group of Filipino businessmen. In 1981, in furtherance of the then existing policy of the Philippine government to
integrate the Philippine telecommunications industry, PLDT purchased substantially all of the assets and liabilities of the Republic Telephone Company, which at that
time was the second largest telephane company in the Philippines. In 1998, certain subsidiaries of First Pacific Company Limited, or First Pacific, and its Philippine
affiliates (collectively the First Pacific Group and its Philippine affiliates), acquired a significant interest in PLDT. On March 24, 2000, NTT Communications
Corporation, or NTT Communications, through its wholly-owned subsidiary NTT Communications Capital (UK) Ltd., became PLDT's strategic partner with
approximately 1% economic and voting interest in the issued and outstanding comman stock of PLDT at that time. Simultaneous with NTT Communications'
investment in PLOT, the latter acquired [00% of Smart Communications, Inc., or Smart. On March 14, 2006, NTT DOCOMO, Inc., or NTT DOCOMO, acquired from NTT
Communications approximately 7% of PLOT's then outstanding commaon shares held by NTT Communications with NTT Communications retaining ownership of
approximately 7% of PLOT's common shares. Since March 14, 2008, NTT DOCOMO has made additional purchases of shares of PLDT, and together with NTT
Communications beneficially owned approximately 20% of PLDT's autstanding comman stock as at September 30, 2013, NTT Communications and NTT DOCOMD are
subsidiaries of NTT Holding Company. On February 28, 2007, Metro Pacific Asset Holdings, Inc., a Philippine affiliate of First Pacific, completed the acquisition of an
approximately 46% interest in Philippine Telecommunications Investment Carporation, or PTIC, a shareholder of PLDT. This investment in PTIC represented an
attributable interest of approximately 6% of the then outstanding common shares of PLDT and thereby raised First Pacific Group's and its Philippine affiliates’
beneficial ownership to approximately 28% of PLDT's outstanding comman stock as at that date. Since then, First Pacific Group's beneficial ownership interest in
PLDT decreased by approximately 2%, mainly due to the holders of Exchangeable Notes, which were issued in 2005 by a subsidiary of First Pacific and exchangeable
inta PLDT shares owned by First Pacific Group, who fully exchanged their notes. First Pacific Group and its Philippine affiliates had beneficial ownership of
approximately 26% in PLDT's outstanding comman stock as at October 31, 2003 On October 26, 2001, PLDT completed the acquisition of a controlling interest in
Digitel from JG Summit Holdings, Inc., or JGSHI, and certain other seller-parties. As payment for the assets acquired from JGSHI, PLDT issued approximately 27.7
million common shares. In November 2011, JGSHI sold 5.81 million and 4.56 million PLOT shares to a Philippine affiliate of First Pacific and NTT DOC OMO, respectively,



pursuant to separate option agreements that JGSHI had entered into with a Philippine affiliate of First Pacific and NTT DOCOMO, respectively. As at October 31, 2013,
the JG Summit Group owned approximately 8% of PLDT's outstanding comman shares.

(n October 16, 2012, BTF Holdings, Inc., or BTFHI, a wholly-owned company of the Board of Trustees for the Account of the Beneficial Trust Fund, or BTF, created
pursuant to PLDT's Benefit Plan, subscribed to 150 million newly issued shares of Voting Preferred Stock of PLDT, or Voting Preferred Shares, at a subscription price
of Phpl.00 per share for a total subscription price of Phpla0 million pursuant to a subscription agreement dated October 15, 2012 between BTFHI and PLDT. As a
result of the issuance of Voting Preferred Shares, the voting power of the NTT Group (NTT DOCOMO and NTT Communications), First Pacific Group and its Philippine
affiliates, and JG Summit Group was reduced to 12%. 15% and 2%, respectively, as at September 30, 2013. See Motz /7 - Fquity - Vating Preferred Stock and Note
28 - Provisions and Lontingencies - Matters Relating to the Lamboa Lase and the recent Jose M. oy Il Petition to the accompanying unaudited consolidated
financial statement as at and for the nine months ended September 30, 2013.

[n October 19, 1994, an American Depositary Receipt, or ADR, facility was established, pursuant to which Citibank N.A., as the depositary, issued ADRs evidencing
American Depositary Shares, or ADSs, with each ADS representing one PLDT common share with a par value of Phph per share. Effective February 10, 2003, PLDT
appointed JP Morgan Chase Bank as successor depositary for PLDT's ADR facility. The ADSs are listed on the New York Stock Exchange, ar NYSE, in the United States
and are traded on the NYSE under the symbol “PHI". There were approximately 43 million ADSs outstanding as at October 31, 2013.

PLDT and our Philippine-based fixed line and wireless subsidiaries operate under the jurisdiction of the Philippine National Telecommunications Commission, or NTC,
which jurisdiction extends, among other things, to appraving major services offered and certain rates charged to customers.

COMPETITIVE STRENGTHS

We believe that we can effectively compete in the telecommunications industry because of the following strengths:

. Recognized Brands

. Leading Market Shares

. Diversified Revenue Sources

. Superior Integrated Network

. Innovative Products and Services

. Strang Strategic Relationships
STRATEGY

The key elements of our business strategy are:

. Build on our leading positions in the fixed line and wireless businesses

. Capitalize on our strength as an integrated provider of telecommunications services
. Strengthen our leading position in the data and broadband market

. Maintain a strong financial position and improve shareholder returns

Please refer to the section entitled “Zescrjption of Business "on page B7 of this Prospectus for a more detailed discussion.



SUMMARY FINANCIAL INFORMATION

The selected financial information set forth in the following table has been derived from our unaudited interim consolidated financial statements as at September 30
2013 and far the nine manths ended September 50, 2013 and 2017 and our audited consolidated financial statements as at December 31 207 and 20/ and January |
20 and for the years ended December 3 2007, 20/ and ZOWL This should be read in conjunction with the interim consalidated financial statements and audited
consolidated financial statements annexed to this Prospectus, the section entitled "Management’s Discussion and Analysis of Financial Londition and Results of
[perations " and ather financial infarmation included herein,

The summary financial infarmation set out below does not purport to project our results of gperations or financial condition for any future period or date.

Nine months ended September Years ended December 31,
2013 2012% 20129 2011®Z209 2010" ™7
(in millions)

Income Statement Data:

Revenues Phpl24,585 Phpl21,363 PhplB3 484 Phpl48.479 Phpla0.814
Service revenues 121,604 118.050 160183 145,834 148,097
Non-service revenues 2981 2313 3295 249 221

Fxpense 89.220 88.134 122,980 106,424 95.287

Dther income (expenses) (2.168) 3039 3102 (970) (1904)

Income befare incame tax 33197 36.268 43606 4083 23623

Netincome 28935 28328 36.099 31218 39.825

Cantinuing operatians 26926 27396 35,036 3033l 40314
Di { operations 2,069 363 943 867 (488)
Care incame 28,786 27830 36.907 38,618 4,094
Continuing peratians 28883 21332 36.326 37821 41,038
m J operations (99) 358 aal 789 338

EBITDA from continuing aperations 38.530 1203 70,388 18225 82.043

EBITDA margin® 43% 48% 4T% 4% 5%

Reported earnings per common share:

Basic 133.81 13120 167.07 161.08 210.53
Diluted 133.81 13120 167.07 160.91 210.53

Reported earnings per commaon share from continuing operations:

Basic 12423 128.52 164.55 136.52 21313
Diluted 12423 128.52 164.55 136.39 21313

Core earnings per common share:

Basic 133.03 127.99 170.58 133.33 72023
Diluted 133.03 127.99 170.58 133.22 72023

Core earnings per common share from continuing operations:

Basic 133.48 126.33 168.03 135.27 217.30
Diluted 133.48 126.33 168.03 13a.10 217.35

Other Data:

Net cash provided by operating activities 91605 94,822 80.370 79.209 71260

Net cash used in investing activities 8,001 227185 39.058 2912 23283

Capital fitures 14888 19294 36.336 31207 28,766

Net cash used in financing activities 02852 39,125 48678 40,204 90,322

Dperational Data

Number of cellular subscribers 72438270 68,093,733 69.866.458 63,696,629 43,636,008

Number of fixed line subscriber: 2073831 2127188 2063734 2166293 1822105

Number of broadband subscribers: 3.328.369 3146867 3248423 2910682 1999,025

Fived Line. 545767 874257 887.399 842,273 643,048

Wirele: 2378607 2267450 2,328,024 2068408 1,305,977

Number of employees: 18,135 19,086 18975 19.930 15.407

Fived Line. 487 19 10462 11,887 10242

1L, i 780 1548 9072 7393

ithers. 2H 2808 2918 280 2847

Wirele: 8243 8467 8.3 8043 3163




September 30,

December 31,

2013 2012% 2011?29 2010%

Balance Sheet Data:

Total assets 390,817 405,815 401792 278,083
Property, plant and equi - net 191,578 200,078 200142 163184
Cash and cash equivalents and short-term i 30374 31735 47818 37,347
Total equity attributable to equity holders of PLOT 138,337 145,000 133,861 97418
Notes payable and long-term debt, including current portion 109,453 115,782 117.275 89,646
Net debt® to equity ratio 057 0.54x 0.46x 0.54x

4

FEstimates and Assumptions - Assets Held-for-Sale and Disconti Jperations to the
)

financial statements for further discussion.
)

4

()
()

financial .

Includes the Digitel Group's results of operations for the period from October 26, 20N to December 5| Z0M and consolidated financial position as at December 5 20N,
FBITOA margin for the period is measured as FB/TDA from continuing gperations divided by service revenues.

Net debt s derived by deducting cash and cash equivalents and short-term investments from total debt (long-term debt. including current portian and notes payable).

for further dis

Acguisition of Noncontrolling Interests - PLOT's Acquisition of Digitel to the

As adjusted to reflect the discontinued operations of the BPL segment See Note 7 - Sz/mmary of Significant Accounting Policies - Lhanges in Accounting Palicies and Disclosures and Note 5 -
idated financial

s Use of 4

/

for a further discussion of the classification of the BP[ segment as an asset held-for-sale.
As adjusted to reflect the adjustments on the application of the Revised PAS 19 - Employee Benefits. See Note 2 - Summary of Significant Accounting Palicies - Lhanges in Accounting Folicies and Disclosures to the

The December 3| 20/ comparative assets and liabilities was adjusted to reflect the adjustment to the provisional amounts used in the purpﬁESE price allacation in relation to the acquisition of Digitel. See Note I3 - Business Lombinations and

Please refer to the section entitled " Management s Discussion and Analysis of Financial Londition and Results of [perations” located on page 109 of this Prospectus

for further details.



SUMMARY OF THE OFFERING

|ssuer Philippine Long Distance Telephone Company

Issue SEC registered fixed rate bonds constituting the direct, unconditional, unsubordinated, and unsecured

obligations of PLDT.

Instrument Seven (7) year and Ten (10) year fixed rate bonds (the “Bonds”) in the aggregate principal amount of up to
Ten Billion Pesos (Phpl0.000,000,000.00) with an over-subscription option of up to Five Billion Pesos
(Phpa,000,000.,000.00)

lse of Proceeds The net proceeds of the Bonds shall be used to finance capital expenditure and/or refinance existing

obligations the proceeds of which were utilized for service improvements and expansion
[ffer Price 100% of face value

Form and Denomination of the Bonds The Bonds shall be issued in scripless form in minimum denominations of Phpa0,000.00 each, and in
integral multiples of Phpl0,000.00 thereatter.

Indicative lssue Date The Bonds are expected to be issued on (@]

Early Redemption Option Prior to the relevant Maturity Dates, PLDT shall have the option, but not the obligation, to redeem in whole
(and not in part). any series of the outstanding Bonds on the following dates or the immediately
succeeding Banking Day if such date is not a Banking Day: (i) For the Seven-Year Bonds - on the fifth (ath)
year and one quarter and on the sixth (Eth) year from the Issue Date; and (i) For the Ten-Year Bonds - on
the seventh (7th) year, on the eight (8th) year and on the ninth (3th) year from Issue Date (collectively,
the relevant Early Redemption Option Dates).

The amount payable to the Bondholders in respect of the exercise of the Early Redemption Option shall be
calculated based on the principal amount of the Bonds being redeemed as the aggregate of the: (i)
accrued interest computed up to the relevant Early Redemption Option Date; and (ii) the product of the
principal amount and the applicable Early Redemption Option Price in accordance with the following

schedule:
Early Redemption Option Dates Earnl\;tli?;:;rr:ggun
7-Year Bonds | Fifth (3% Year and One (1) quarter from the 101.0%
Issue Date
Sixth (B) Year from the Issue Date 100.5%
10-Year Bonds | Seventh (7) Year from the Issue Date 102.0%
Eighth (8%) Year from the Issue Date 101.0%
Ninth (3%) Year from the Issue Date 100.5%

PLDT shall give nat less than thirty (30) nor more than sixty (B0) days prior written notice of its intention
to redeem the Bonds, which notice shall be irrevocable and binding upon PLOT to effect such early
redemption of the Bonds on the Early Redemption Option Date stated in such notice.

Maturity Date T-Year Bonds: Seven (7) years from Issue Date
10-Year Bonds: Ten (10) years from Issue Date

Provided that, it such date is declared to be a non-Banking Day, the Maturity date shall be the next
succeeding Banking Day.



Interest Rate:

Interest and Interest Payment Dates

Redemption for Taxation Purposes

Final Redemption

Status of the Bonds

Negative Pledge

Purchase and Cancellation

Rating
Listing

Joint Issue Managers, Joint Lead
Underwriters and Joint Bookrunners

Issue Coordinator
Registrar and Paying Agent
Trustee

Transaction Counsel

T-Year Bonds: Fixed interest rate of [@]% per annum
10-Year Bonds: Fixed interest rate of [@]% per annum

Interest on the Bonds shall be calculated on a 30/360-day count basis and shall be paid quarterly in
arrears starting on [®] for the First Interest Payment Date, and (@], [@], [®] and [®] of each year
thereafter, for as long as the Bonds remain outstanding.

If the Interest Payment Date is not a banking day, interest will be paid on the next succeeding banking day,
without adjustment as to the amount of interest ta be paid.

I payments under the Bonds become subject to additional or increased taxes other than the taxes and
rates of such taxes prevailing on the Issue Date as a result of certain changes in law, rule or regulation,
or in the interpretation thereof, and such additional or increased rate of such tax cannot be avoided by
use of reasonable measures available to PLDT, PLDT may redeem the Bonds in whole, but not in part, on
any Interest Payment Date (having given not more than sixty (B0) nor less than thirty (30) days' notice to
the Trustee) at par plus accrued interest.

Unless the Bands shall be earlier redeemed by PLDT, the Bonds shall be redeemed at par or 100% of face
value on their respective Maturity Dates

The Bonds shall constitute the direct, unconditional, unsubordinated, and unsecured obligations of PLDT
and shall at all times rank pari passu and rateably without any preference or priority amongst themselves
and at |east pari passu with all other present and future unsubordinated and unsecured obligations of
PLDT, other than obligations preferred by law.

The Bonds shall have the benefit of a negative pledge on all existing and future assets of the Company,
subject to certain permitted liens.

PLDT may at any time purchase any of the Bonds at any price in the open market or by tender or by
contract at any price, without any obligation to purchase Bonds pro-rata from all Bondholders and the
Bondholders shall not be obliged to sell. Any Bonds so purchased shall be redeemed and cancelled and
may not be re-issued.

The Bonds are to be rated by Credit Rating Investors Services Philippines, Inc.

PLDT intends to list the Bonds on the PDEx on Issue Date.

BDO Capital & Investment Corporation

BPI Capital Corporation

First Metro Investment Corporation

The Hongkong and Shanghai Banking Corporation Limited

First Metro Investment Corporation
Philippine Depository & Trust Corporation
Metropolitan Bank & Trust Company - Trust Banking Group

Picazo Buyco Tan Fider & Santos Law Office



RISK FACTORS AND OTHER CONSIDERATIONS

An investment in Bonds, as described in this Prospectus, involves a certain number of risks. The price of securities can and does fluctuate, and any individual
security may experience upward and downward price movement and may lose part, or all, of its value over time. There is an inherent risk that losses may be
incurred rather than profit, as a result of buying and selling securities. Past performance is not a guide to future performance and there may be a large difference
between buying price and the selling price of any security. The market price of the Bonds could decline due to any one of, but not limited to, the risks described
herein, and all or part of an investment in the Bonds could be lost.

Prior to making any investment decision, prospective investors should carefully consider all of the information in this Prospectus, including the risk factors
described below.

This section entitled * Fisks Factors and Other Lonsiderations” does not purport to be a comprehensive disclosure of all of the risks and other significant aspects of
investing in these securities, but is intended to give a general idea to a prospective investor of the scope of risks involved in investing in the Bonds. The occurrence
of any of the events discussed below and any additional risks and uncertainties not presently known to us or that are currently considered immaterial could have a
material adverse effect on our business, results of operations, financial condition and prospects and on the Bonds in the future. Prospective investors may request
publicly available information on the Bonds and the Company from the SEC. Prospective investors should undertake their own independent research and study on
the merits of investing, and subsequently, trading these securities. Prospective investors should seek professional advice if he or she is uncertain of, or has not
understood any aspect of the Offer or the nature of risks involved in purchasing, holding and trading the Bonds. Each potential investor should consult its own
counsel, accountant and other advisors as to legal, tax, business, financial and related aspects of an investment in the Bonds. PLOT, the Joint Issue Managers, and
the Joint Lead Underwriters do not make any warranty of representation on the marketability of an investment in the Bonds and the sustainability of the price of the
Bonds. The risk factars discussed in this section are separated into categories for ease of reference.

RISK FACTORS RELATING TO THE COMPANY AND ITS BUSINESS

We face competition from well-established telecommunications operators and may face competition from new
entrants, which may have a material adverse effect on our business, results of operations, financial condition and
prospects.

In 1993, the Philippine government liberalized the Philippine telecommunications industry and opened the Philippine telecommunications market to new entrants. At
present, following the acquisition of the Digitel Group by FLDT, the number of major players in the industry has been reduced to three major LECs, eight IGF providers
and two major cellular operatars in the country. Many entrants into the Philippine telecommunications market have entered into strategic alliances with foreign
telecommunications companies, which provide them access to technology and funding support, as well as service innovations and marketing strategies. We cannot
assure you that the number of providers of telecommunications services will not increase in the future or that competition for customers will not cause our cellular
and fixed line subscribers to switch to other operators, or otherwise cause us to increase our marketing expenditures or reduce our rates, resulting in a reduction
in our profitability.

Competition in the cellular telecommunications industry is particularly intense, with network coverage, quality of service, product offerings, and price dictating
subscriber preference. Recently, operators have grown more aggressive in maintaining and growing market share, especially in light of @ maturing market. Our
principal cellular competitor, Globe, has introduced aggressive marketing campaigns and promations, such as unlimited voice and SMS offers. In the same way,
Smart and OMP| are also continuously innovating their product and conducting promations, which may affect its cellular revenue growth. Specifically, in respanse to
the unlimited voice and text offers by Globe, Smart introduced promations allowing Smart and /a/k # Jext subscribers to avail of unlimited on-network (Smart-to-
Smart) voice calls or unlimited on-network (Smart-to-Smart) text messages at a fixed rate. DMPI, on the other hand, strengthened its unlimited plans through
improved handset bundle offerings. Due to competition from other well-established telecommunications operatars, we cannot assure you that the additional
marketing expenses incurred by us for these promations, nor can we assure you that, in response to rate pressures from our competitors, the potential loss of
customers, decrease in rates or the increase in capital expenditures required for our continued capacity expansion necessary to accommodate the continued
increases expected in call and text volumes as a result of unlimited voice and text offers, will not have a material adverse effect on our business, results of
operations, financial condition and prospects.

The cellular telecommunications industry may not continue to grow.

The majority of our total revenues are currently derived from the provision of cellular services to customers in the Philippines. As a result, we depend on the
continued development and growth of this industry in the Philippines. The cellular penetration rate in the country, however, has already reached an estimated 10%
as at September 30, 2013, counting for multiple SIM card ownership, thus the industry may well be considered mature. Further growth of the market depends on
many factars beyond our control, including the continued introduction of new and enhanced cellular devices, the price levels of cellular handsets, consumer tastes
and preferences and amount of disposable income of existing and patential subscribers. Any economic, technological or other developments resulting in a reduction
in demand for cellular services or otherwise cause Philippine cellular telecommunications industry to stop growing or reduce the rate of its growth, could materially
harm our business, results of operations, financial condition and prospects.



Our results of operations have been, and may continue to be, adversely affected by competition in, and the
introduction of new services, which could put additional pressures on the traditional international and national long
distance services.

The international long distance business has historically been one of our major sources of revenue. However, due to competition, the steep decline in international
settlement rates that are paid to us by foreign telecommunications carriers for termination of international calls on our network, and the growing popularity of the
so-called “over-the-top” service providers that offer social networking, instant messaging and VolP services, revenues generated from our international long
distance business have declined in recent years.

Revenues from international long distance services could continue to decline in the future for a variety of reasons, such as:

e increases in competition from other domestic and international telecommunications providers;
e advances in technology;

e the growing popularity of alternative providers offering “over-the-top” services like social networking, instant messaging, internet telephony, also
known as VolP services; or

e alternative providers of broadband capacity.

The continued high cellular penetration in the Philippines and the prevalence of SMS have negatively impacted our national long distance business in recent years.
Moreover, net settlement payments between PLDT and other foreign telecommunications carriers for origination and termination of international call traffic
between the Philippines and other countries, which have been our predominant source of foreign currency revenues, have been declining in recent years. A
continued decline in our foreign currency revenues could increase our exposure to risks from any possible future declines in the value of the Philippine peso against
the LS. dollar. As a result, we cannot assure you that we will be able to adequately increase our other revenues to make up for any adverse impact of a further
decline in our net settlement payments. We cannot assure you that we can generate new revenue streams to fully offset the declines in our traditional fixed line
long distance businesses, thus, our revenues and profitability could be materially reduced and our growth and prospects could suffer.

Our business is significantly affected by governmental laws and regulations, including regulations in respect of our
franchises, rates and taxes, and laws relating to anti-competitive practices and monopoly.

We operate our business under franchises, each of which is subject to amendment, termination or repeal by the Philippine Congress. Additionally, PLDT operates
pursuant to various provisional authorities and CPCNs, which have been granted by the NTC and will expire between now and 2028. Some of PLDT's CPCNs and
provisional authorities have already expired. However, PLDT filed applications for extension of these GPCNs and provisional authorities prior to their respective
expiration dates and is therefore entitled to continue to conduct its business under its existing CPCNs and pravisional authaorities pending the NTC's decisions an
these applications. Because PLDT filed the applications for extension on a timely basis, we expect that these applications will be granted. However, we cannot
assure you that the NTC will grant these applications. Smart also operates its cellular, international long distance, national long distance and global mobile personal
communications via satellite services as well as international private leased circuits pursuant to CPCNs, which will expire upon the expiration of its franchise.
Smart's franchise is due to expire on March 27, 2017, 25 years after the date on which its current franchise was granted. DMPI's CPCN to operate and maintain a
nationwide CMTS is for a period coterminous with the life of its existing franchise which is valid until December 11, 2027, 23 years after the date of its issuance.

The NTC also regulates the rates we are permitted to charge for services that have not yet been deregulated, such as local exchange services. We cannot assure
you that the NTC will not impose additional obligations on us that could lead to the revocation of our licenses if not adhered to and/or to the reduction in our total
revenues or profitability. In addition, the NTC could adopt changes to the requlations or implement additional guidelines governing our intercannection with other
telecommunications companies or the rates and terms upon which we provide services to our customers. The occurrence of any of which could materially reduce
our revenues and profitability.

The PLDT Group is also subject to a number of national and local taxes. We cannot assure you that the PLDT Group will not be subject to new, increased and/or
additional taxes and that the PLDT Group would be able to impose or pass on additional charges or fees on its customers to compensate for the imposition of such
taxes. House Bill No. 701 proposes to require all telecommunication companies to secure business permits and licenses from the Local Government Unit where their
respective cell sites are located. |f any of these bills are enacted into law, such legislation could materially reduce our profitability and have a material adverse
effect on our results of operations and financial condition. We cannot assure you that the PLOT Group will be able to impose additional charges or fees an its
customers to compensate for the imposition of such taxes or charges, or for the loss of fees and/ar charges.

Moreover, as one of the leading telecommunications service providers in the Philippines for fixed line, cellular and broadband services, we are subject to laws and
regulations relating to anti-competitive practices and anti-monopoly. For example, Section 700 of NTC Memaorandum Circular No. 8-3-33 requires us to seek the
approval of the NTC with respect to rates of non-deregulated services in order to ensure that a healthy competitive environment is fostered within the industry.
Also, Article II, Section 4 (g) of Republic Act, or R.A. No. 7925 makes it the policy of the government to pursue a fair and reasonable interconnection of authorized
public network operators and other providers of telecommunications services in order to achieve a viable, efficient, reliable and universal telecommunications



services. The executive branch of the government has also exhibited strong interest in enfarcing anti-competitive and anti-monopolistic measures with the signing
by the President of the Philippines of E.0. No. 45 on June 9, 201l E.0. No. 45 designated the Department of Justice, or the DOJ. as the Competition Authority and
established the Office for Competition under it, to among others, investigate violations of competition laws and prosecute violators thereof. The DOJ's Department
Gircular No. Il implementing E.0. No. 45 took effect on March 1, 2013, While our business practices have not in the past been found to have violated any laws and
requlations related to anti-competition and anti-monopoly, we cannot assure you that the relevant governmental regulators will not, in the future, find our business
practices to have an anti-competitive effect on the Philippines telecommunications industry, nor can we assure you that we will not be found to have violated the
relevant laws and regulations relating to anti-competition and anti-monopoly in the future. For example, prior to the acquisition of the Digitel Group, there were four
major LECs (PLDT, Digitel. Innove and BayanTel) and three cellular service providers (Smart, DMP| and Globe) in the Philippines. On October 26, 2011, we completed
the acquisition of the Digitel Group. the operator of Suz L&llular, one of the two other major cellular service providers in the Philippines. As a result of the
acquisition, the number of LECs and cellular service providers in the Philippines was reduced to three and two, respectively, leaving Globe as our sole major
competitor in the cellular service market. In order to mitigate the apparent anti-competitive effect of the acquisition, we agreed, as part of the NTC's decision to
grant its consent for the acquisition, to divest ourselves of the frequency spectrum and associated licenses held by CURE, one of Smart's subsidiaries. Any future
expansion in our services, particularly in our cellular services, could subject us to additional conditions in the granting of our provisional authorities by the NTC and
to increased regulatory scrutiny, which could harm our reputation and business, and which could have a material adverse effect on our growth and prospects. In
addition, the occurrence of any such event could impose substantial costs or cause interruptions or considerable delays in the provision, development or expansion
of our services. Delay or failure to receive any required franchises, licenses or regulatory approvals could result in the suspension of our services or abandonment
of any planned expansions, thereby affecting our business. results of operations, financial condition and prospects.

The NTC may implement proposed changes in existing regulations and introduce new regulations, which may result
in increased competition and/or changes in rates, each of which could have a material adverse effect on our
revenues and profitability.

The NTC may regulate the rates and manner in which we operate and charge our customers.

(n July 23, 2009 the NTC issued Memorandum Circular No. 05-07-2009 mandating cellular operatars, including Smart and DMPI, to bill subscribers on a maximum
six-second per pulse basis instead of the previous per minute basis. The NTC granted Smart and DMPI the provisional authority to charge new rates for the CMTS
service and also directed Smart and DMPI to implement a six-second per pulse hilling scheme on December 8, 2009. The implementation of this billing scheme is
now pending with the Philippine Supreme Court after Smart and CURE filed their petitions for review of the decision of the Court of Appeals on March 13, 2012 and
March 12, 2012, respectively.

(n October 24, 2011, the NTC issued Memorandum Circular No. 02-10-2001 directing the reduction of interconnection charges for SMS between two separate
networks from Php0.35 to Php0.15 per SMS. The NTC has interpreted this circular to require a reduction in SMS charges charged to end users. Therefore, it
initiated administrative cases against the mobile operators for the latter's failure to implement reduced SMS charges.

The NTC may call on carriers, other industry players and the public in general to public hearings with respect to certain proposed regulations affecting the industry
in general or solicit comments from said parties with respect to consultative documents issued by the NTC on major industry issues, like the August 2006 significant
market power, or SMP, obligations, which were revived again during the pendency of PLDT's acquisition of the Digitel Group in 201l Under the said consultative
documents, for example, certain obligations are proposed to be imposed on carriers with SMP by using a roadmap which consists of the following critical processes:
(1) defining markets to be used as basis for regulatory intervention; (2) determining if one or several operators in the defined markets have the degree of market
power that merit regulatory intervention; (3) identifying appropriate SMP obligations to achieve policy objectives; and (4) determining conditions that justify
withdrawal of regulation.

(n July 15, 201, the NTC issued Memorandum Circular No. 7-7-2011 which required broadband service providers to specify the minimum broadband/internet
connection speed and service reliability and the service rates in advertisements, flyers, brochures and service agreements. The said Memorandum Circular also set
the minimum service reliability of broadband service to 80%.

0n December 19, 201, the NTC issued a Decision in NTG ADM Case 2009-048 which lowered the interconnection charge to/from LEC and to/from CMTS to Php2.50
per minute, from Php4.00 per minute for LEC to CMTS and Php3.00 per minute from CMTS to LEC. making it in parity with each other. PLDT and Smart separately
filed their respective Motions for Reconsideration which the NTC denied. The parties appealed to the Court of Appeals, reiterating among others, that the NTC erred
in ruling that all LECs are automatically entitled to cross-subsidy; that the NTC decision violates PLDT and Smart's right to due process; and that the NTC decision
vinlates the Constitutional proscription against non-impairment of contracts. PLOT and Smart's petitions remain pending with the Court of Appeals. Meantime, the
Philippine Association of Private Telecommunications Companies, Inc. has filed a motion for the execution of the NTC decision before the NG, which mation, likewise,
remains pending.

20



A summary of the existing material requlations on our business is set forth in * Jescription of Business - Material Fffects of Regulation on our Business'. Due to the
requlatory power of the NTC, as described above, we cannot assure you that the NTC will not impose changes to the current regulatary framewark in the future,
which could lead to increased competition or negatively affect the rates we can charge for our services. Any of these events could have a material adverse effect
on our business, results of operations and prospects.

The franchise of Smart and DMPI may be revoked due to their failure to conduct a public offering of their shares.

In order to diversify the ownership base of public utilities, the Public Telecommunications Policy Act of the Philippines. or R.A. 7925, requires a telecommunications
entity with regulated types of services to make a public offering through the stock exchanges, representing at least 30% of its aggregate common shares within a
period of five years from: (a) the date the law first becomes effective: or (b) the entity's first start of commercial operations, whichever date is later. As of the
|atest practicable date, Smart and DMPI have yet to conduct a public offering of their shares. Consequently, the Philippine Congress may revoke the franchise of
Smart and DMPI for their failure to comply with the requirement under R.A. 7925 on the public offering of their shares. A guo warranto case may also be filed
against Smart and DMP| by the Office of the Solicitor General of the Philippines for the revocation of the respective franchises of Smart and DMP| on the ground of
vinlation of R.A. 7925.

Although the position taken by Smart and DMPI is that such provision is merely directory and that the policy underlying the requirement for telecommunication
entities to conduct a public offering should be deemed to have been achieved when PLDT acquired a 100% equity interest in Smart in 2000 and Digitel in 201, which
is now majority-owned by PLDT, owned 100% equity interest in DMPI, since PLOT was then and continues to be a publicly listed company, there can be no assurance
that the Philippine Congress will agree with such position. In September 2004, Senate Bill No. 1675 was filed seeking to declare that a telecommunications entity
shall be deemed to have complied with the requirement of making a public offering of its shares if two-thirds of its outstanding voting stock are owned and
controlled directly or indirectly, by a listed company. However, we cannot assure you that such bill will be enacted or that the Philippine Cangress will not revoke
the franchise of Smart and DMPI or the Office of Solicitor General of the Philippines will not initiate a gue warrants proceeding against Smart and DMPI for the
revocation of their respective franchises for failure to comply with the pravision under R.A. 7923 on the public offering of shares, the occurrence of any of which
could have a material adverse effect on our business, results of operations, financial condition and prospects.

If we fail to effect the divestment of CURE in accordance with the terms of, or in a manner contemplated under the
NTC'’s approval of our acquisition of the Digitel Group, the NTC may revoke its approval of any relevant franchises,
licenses or permits held by Smart, any of which could significantly disrupt our operations and have a material adverse
effect on our business, results of operations, financial condition and prospects.

As part of the NTC's decision to grant its consent to our acquisition of the Digitel Group, we agreed to divest ourselves of the frequency spectrum and associated
franchises, licenses and permits held by CURE. LUnder the terms of the order issued by the NTC an October 26, 201, (i) CURE must sell its #ed Mobile business to
Smart; and (ii) Smart will sell all of its rights and interests in CRE whase remaining assets will consist of its congressional franchise, certain frequency spectrum
and related permits.

In compliance with the commitments in the divestment plan, CURE completed the sale and transfer of its A2 Mobile business to Smart on June 30, 2012 for a total
consideration of Php!8 million through a series of transactions, such that, except for assets necessary ta pay off obligations due after June 30, 2012 and certain tax
assets, CURE's only remaining assets as at June 30, 2012 were its congressional franchise, the 10 MHz of 3G frequency in the 2100 band and related permits.

In a letter dated September 10, 2012, Smart informed the NG that the minimum Cost Recovery Amount, or CRA, to enable the PLDT Group to recover its investment
in CURE, includes, among others, the total cost of equity investments in CURE, advances from Smart for operating requirements, advances from stockholders and
associated funding costs. Smart also informed the NTC that the divestment will be undertaken through an auction sale of CURE's shares of stock to the winning
bidder and submitted CURE's audited financial statements as at June 30, 2012 to the NTC. In a letter dated January 21, 2013, the NTC proposed the referral to
commissioners of the computation of the CRA due Smart. Smart sent a reply agreeing to the proposal and is awaiting advice from the NTC on the bidding and
auction of the 3G license of CURE. See Note 7 - Summary of Significant Accounting Policies - Divestment of CURE and Note 15 - Business Lombinations and
Acquisition of Nencontrollng Interests - Digitel's Acquisition to the accompanying consolidated financial statements for further discussion.

However, we cannot assure you that we will be able to effect the divestment of CURE within the time or in a manner contemplated under the order issued by the NTC.
It we fail to effect the divestment of CURE in accordance with the terms of, or in a manner contemplated under the NTC's approval of our acquisition of the Digitel
Group. the NTG may revoke its approval or any relevant franchises, licenses or permits held by Smart, any of which could significantly disrupt our operations and
have a material adverse effect on our business, results of operations, financial condition and prospects.

Rapid changes and advancements in telecommunications technology may adversely affect the economics of our
existing businesses and the value of our assets, increase our required capital expenditures and create new
competition.

The global telecommunications industry has been characterized by rapid technological changes and advancements, and the Philippine market is not an exception. We
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cannot assure you that these developments will not result in competition from providers of new telecommunications services or the need to make substantial capital
expenditures to transform our existing network infrastructure. Furthermore, the NTC has issued to Smart and our competitors licenses covering 3G cellular
services, for which we have made significant investments in the rolling-out of these services. We are also continuing to upgrade our fixed-line network to a next
generation, all-IP network and rolling out a wireless broadband network in order to expand our capability to provide broadband services, as well as upgrade and
modernize our wireless cellular network in order to achieve greater operating and cost-efficiencies. However, these projects require and will continue to require
significant capital expenditures over the next few years.

In addition, we now face growing competition not just from other telecommunications operators, but also from the so-called “aver-the-top” service providers that
offer social networking, instant messaging and VolP services.

(ur future success will depend on our ability to anticipate and adapt to these changes and to offer services that meet demands of our customers on a competitive
and timely basis. However, we may be unable to obtain new technologies on a timely basis or on satisfactory terms or implement them in an appropriate or
effective manner. Future development of new technologies, services or standards could require significant changes to our business model, negatively impact our
existing businesses or necessitate new acquisitions or investments. |n addition, new products and services may be expensive to develop and may result in
increased competition. Such strategic initiatives and technological developments could require us to incur significant additional capital expenditures. As a result,
we cannot assure you that we would be able to adopt or successfully implement new technologies, nor can we assure you that future technological changes will nat
adversely affect our operations or the competitiveness of our services.

We may not be successful in our acquisitions of, and investments in, other companies and businesses, and may
therefore be unable to fully implement our business strategy.

As growth slows or reverses in our traditional fixed line and cellular businesses, and as part of our strateqy to grow other business segments, we make acquisitions
and investments in companies or businesses to enter new businesses or defend our existing markets. Since 2010, we have made a number of significant
acquisitions, investments in businesses within and ancillary to the telecommunications sector, including an investment in shares of Meralco through PCEV in 2010,
the acquisition of the Digitel Group in 2011 and an investment in PDRs of Medialluest, the ultimate parent company of Cignal TV, a direct-to-home pay-TV business, in
2012 and other smaller investments in various businesses. The success of our acquisitions and investments depends on a number of factors, such as:

e our ability to identify suitable opportunities for investment or acquisition;

e our ability to reach an acquisition or investment agreement on terms that are satisfactory to us or at all;

e the extent to which we are able to exercise contral over the acquired company;

e the economic, business or other strategic objectives and goals of the acquired company compared to those of the PLOT Group, as well as the
ability to execute the identified strategies in order to generate fair returns on the investment; and

e nur ability to successfully integrate the acquired company or business with our existing businesses.
Any of our contemplated acquisitions and investments may not be consummated due to reasons or factors beyond our control. Even if any contemplated
acquisitions and investments are consummated, we may not be able to realize any or all of the anticipated benefits of such acquisitions and investments and we
cannot assure you that the consummation of such acquisitions and investments will not result in losses for us for a prolonged period of time. Moreover, if we are

unsuccessful in our contemplated acquisitions and investments, we may not be able to fully implement our business strategy to maintain or grow certain of our
businesses and our results of operations and financial position could be materially and adversely affected.

If we are unable to install and maintain telecommunications facilities and equipment in a timely manner, we may not
be able to maintain our current market share and the quality of our services, which could have a material adverse
effect on our results of operations and financial condition.

(ur business requires the regular installation of new, and the maintenance of existing, telecommunications transmission and other facilities and equipment, which
are being undertaken. The installation and maintenance of these facilities and equipment are subject to a number of risks and uncertainties, such as:

o shortages of equipment, materials and labaor;

o work stoppages and labor disputes;

e interruptions resulting from inclement weather and other natural disasters;

e unforeseen engineering, environmental and geological problems; and

e unanticipated cost increases.
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Any of these factors could give rise to delays or cost overruns in the installation of new facilities or equipment or could prevent us from properly maintaining the
equipment used in our networks, and hence could affect our ability to maintain existing services and roll-out new services, for example, which could have a material
adverse effect on our results of operations and financial condition.

Our businesses depend on the reliability of our network infrastructure which is subject to physical, technological and
other risks.

We depend, to a significant degree, on an uninterrupted operation of our network to provide our services. We also depend on robust information technology systems
to enable us to conduct our operations. The development and operation of telecommunications networks are subject to physical, technological and other risks,
which may cause interruptions in service or reduced capacity for customers. These risks include but not limited to:

physical damage;

power loss;

capacity limitation;
* cable theft;
software defects; and

breaches of security by computer viruses, break-ins or otherwise.

The occurrence of any of these risks could have a material adverse effect on our ability to provide services to customers. While we are undertaking initiatives to
prevent and/or mitigate the occurrence of said risks, including the preparation of a disaster recovery plan that aims to allow restoration of service at the earliest
possible time from occurrence of an incident, there can be no assurance that these risks will not occur or that our initiatives will be effective should such risks
ocCur.

We are exposed to cyber security risks, which may include the gaining of unauthorized access, data corruption,
possible theft of intellectual property, stakeholder information or other sensitive data, the occurrence of any of which
could significantly disrupt our business and have a material adverse effect on our results of operations and
stakeholder confidence.

[ver the years, our continued dependence on the latest digital technologies in conducting our operations exposes our business to risks associated with cyber
incidents. These cyber incidents may range from unintentional events to deliberate attacks. These may be carried out by parties with the intention to bring about
something as simple as plain disruption of our operations to something as destructive as breaching our network security. To date, we have not been subject to
cyber attacks or other cyber incidents which, individually or in the aggregate, resulted in material impact on our operations or financial condition. However, some
network attacks can cause our telecommunications services of internal systems to be unavailable. Others can disrupt our business communication, such as SPAM.
Moreover, others can cause the disclosure of confidential information, such as brute force attack.

In order to minimize our exposure to cyber security risks, we have deployed a multi-layered defense from the network to the host and up to the application level, so
that if one defensive measure fails, there are other defensive measures which will continue to provide protection. However, we cannot assure you that any of such
defenses will be effective against or neutralize the effects of any cyber incidents resulting from unintentional cyber security breaches or deliberate attacks on our
network infrastructure or computer systems, nor can we assure you that our business will not be significantly disrupted in the event of such security breach or
attack. If we fail to timely and effectively prevent the occurrence of any such cyber security incidents, or fail to promptly rectify any such incidents, our business
could be significantly disrupted, our results of operations could be materially and adversely affected, and the confidence of our stakeholders could be lost.

Our businesses require substantial capital investment, which we may not be able to finance.

(ur projects under development and the continued maintenance and improvement of our networks and services, including Smart's projects, networks, platforms and
services, require substantial ongoing capital investment. Our consolidated capital expenditures totaled Phpl4,888 million and Phpl9.294 million in the first nine
months of 2013 and 2012, respectively, and Php3B.396 million, Php31.207 million and Php28.766 million for the years ended December 31, 2012, 2011 and 2010,
respectively. Our 2013 estimated consolidated capital expenditures is approximately Php23 billion, of which approximately Phpl6 billion is estimated to be spent by
Smart, approximately Phpl2 billion is estimated to be spent by PLDT, approximately PhpaO0 million is estimated to be spent by DMPI; and the balance represents the
estimated capital spending of our other subsidiaries. Smart's capital spending is focused on building out its coverage, leveraging the capabilities of its newly
modernized network, expanding its transmission network, increasing international bandwidth capacity and expanding its 3G and wireless broadband netwaorks in
order to enhance its data /broadband capabilities. Smart is also enhancing its network and platforms infrastructure and systems to support solutions deployment,
campaign analytics and service delivery platfarm to enable customized and targeted services. PLDT's capital spending is intended principally to finance the
continued build-out and upgrade of its broadband data and IP infrastructures and for its fixed line data services and the maintenance of its network. DMPI's capital
spending is intended principally to finance its mainstream services and integration with the PLDT Group netwaork of its core and transmission network to increase
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penetration, mainly in provincial areas to achieve greater business benefits from a closely synergized environment.

Future strategic initiatives could require us to incur significant additional capital expenditures. We may be required to finance a portion of our future capital
expenditures from external financing sources, which have not yet been fully arranged. There can be no assurance that financing for new projects will be available on
terms acceptable to us, or at all. If we cannot complete our development programs or other capital projects on time due to our failure to obtain the required
financing, our growth, results of operations, financial condition and prospects could be materially and adversely affected.

Our debt instruments contain restrictive covenants which require us to maintain certain financial tests and our
indebtedness could impair our ability to fulfill our financial obligations and service our other debts.

As at September 30, 2013 and December 31, 2012, our consolidated total indebtedness amounted to Phpl09 453 million, or US$2.514 million, and Phplla,792 million, or
1IS$2 813 million, respectively, and accounted for 0.8 times debt to equity ratio, calculated as total debt on a consolidated basis, divided by tatal equity attributable
to equity holders of PLDT. Our existing debt instruments contain covenants which, among other things, require PLDT to maintain certain financial ratios and other
financial tests, calculated on the basis of PFRS at relevant measurement dates, principally at the end of each quarter period. For a description of some of these
covenants, see Note 20 - Interest-bearing Financial Liabilities to the accompanying consolidated financial statements.

(ur indebtedness and the requirements and limitations imposed by our debt covenants could have important consequences. For example, we may be required to
dedicate a substantial portion of our cash flow to payments on our indebtedness, which could reduce the availability of our cash flow to fund working capital, capital
expenditures and other general corporate requirements.

The principal factors that can negatively affect our ability to comply with the financial ratios and other financial tests under our debt instruments are depreciation of
the Philippine peso relative to the LS. dollar, poor operating performance of PLDT and our consolidated subsidiaries, impairment or similar charges in respect of
investments or other long-lived assets that may be recognized by PLDT and its consolidated subsidiaries, and increases in our interest expenses. Approximately
a4% and 42% of our total consolidated debts were denominated in foreign currencies as at September 30, 2013 and December 31, 2012, principally in U.S. dollars,
many of these financial ratios and other tests are expected to be negatively affected by any weakening of the Philippine peso.

We have maintained compliance with all of our financial ratios and covenants, as measured under IFRS, under our loan agreements and other debt instruments.
However, if negative factors adversely affect our financial ratios, we may be unable to maintain compliance with these ratios and covenants. Inability to comply with
the financial ratios and covenants could result in a declaration of default and acceleration of maturities of some or all of our indebtedness.

[t we are unable to meet our debt service obligations or comply with our debt covenants, we could be forced to restructure or refinance our indebtedness, seek
additional equity capital or sell assets. An inability to effect these measures successfully could result in a declaration of default and an acceleration of maturities of
some or all of our indebtedness, which could have a material adverse effect on our business, results of operations and financial condition.

Our results of operations and our financial position could be materially and adversely affected if the Philippine peso
significantly fluctuates against the U.S. dollar.

A substantial portion of our indebtedness, related interest expenses, our capital expenditures and a portion of our expenses are denominated in LS. dollars and
other foreign currencies, whereas most of our revenues are denominated in Philippine pesos. As at September 30, 2013, 94% of our total consolidated
indebtedness was foreign currency-denominated, of which approximately 46% of our total consolidated indebtedness were unhedged. As at December 31, 2012,
approximately 42% of our total consolidated indebtedness was foreign currency-denominated, of which approximately 38% of our total consolidated indebtedness
were unhedged.

A depreciation of the Philippine peso against the LS. dollar would increase the amount of our LS. dollar-denominated debt obligations and operating and interest
expenses in Philippine peso terms. In the event that the Philippine peso depreciates against the LS. dollar, we may be unable to generate enough funds through
operations and other means to offset the resulting increase in our obligations in Philippine peso terms. Moreover, a depreciation of the Philippine peso against the
LI.S. dollar may result in our recognition of significant foreign exchange losses, which could materially and adversely affect our results of operations. A depreciation
of the Philippine peso could also cause us not to be in compliance with the financial covenants imposed on us by our lenders under certain loan agreements and
other indebtedness. Further, fluctuations in the Philippine peso value and of interest rates impact the mark-to-market gains/losses of certain of our financial debt
instruments, which were designated as non-hedged items.

Approximately 21% and 2% of PLDT Group's consolidated service revenues and expenses, respectively, are either denominated in LS. dollars and/or are linked to
the U.S. dollar for the nine months ended September 30, 2013. Approximately 27% and 16% of the PLOT Group's consolidated service revenues and expenses,
respectively, are either denominated in U.S. dollars and/ar are linked to the L.S. dollar for the year ended December 31, 2012. In this respect, an appreciation of the
weighted average exchange rate of the Philippine peso against the LL.S. dollar decreases our revenues and expenses, and consequently, affects our cash flow fram
operations in Philippine peso terms.

The Philippine peso has been subject to significant fluctuations in recent years. From 2003 to 2004, the Philippine peso depreciated from a high of Phpa2.02 on May
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8, 2003 to a low of PhphB.44 on October 14, 2004. While the Philippine peso appreciated in 2005, 2008 and 2007, it depreciated in 2008 to a low of Php49.98 and
closed at Php47.85 as at December 31, 2008. From 2009 to 2012, the Philippine peso appreciated from Php47.26 as at January 5, 2009 to Php41.08 as at December
31,2012 and a high of Php40.86 an December 4, 2012, only to depreciate by approximately 6% to Php43.54 as at September 30, 2013. We cannat assure you that the
Philippine peso will not depreciate further and be subject to significant fluctuations going forward, due to a range of factors, including:

a.  political and economic developments affecting the Philippines, including the level of remittances from overseas Filipino workers;
b.  global economic and financial trends;

c.  the volatility of regional currencies, particularly the Japanese yen;

d.  anyinterest rate increases by the Federal Reserve Bank of the United States; and

e.  changes in the value of the LS. dollar relative to Philippine peso, resulting from events such as higher demand for U.S. dollars by both banks and
domestic businesses to service their maturing U.S. dollar obligations or foreign exchange traders including banks covering their short U.S. dollar
positions, among others.

Our subsidiaries could be limited in their ability to pay dividends to us due to internal cash requirements and their
creditors having superior claims over their assets and cash flows, which could materially and adversely affect our
financial condition.

A majority of our total revenues and cash flow from operations is derived from our subsidiaries, particularly Smart. Smart has significant internal cash
requirements for debt service, capital expenditures and operating expenses and as a result, may be financially unable to pay any dividends to PLDT. Although Smart
has been making dividend payments to PLOT regularly since December 2002, there can be no assurance that PLOT will continue to receive these dividends or other
distributions, or otherwise be able to derive liquidity fram Smart or any other subsidiary or investee in the future.

Creditors of our subsidiaries generally have priority claims over our subsidiaries' assets and cash flows. We and our creditors will effectively be subordinated to
the existing and future indebtedness and other liabilities, including trade payables, of our subsidiaries, except that we may be recognized as a creditor with respect
to loans we have made to subsidiaries. If we are recognized as a creditor of a subsidiary, our claim will still be subordinated to any indebtedness secured by assets
of the subsidiary and any indebtedness of the subsidiary otherwise deemed superior to the indebtedness we hold.

We may have difficulty meeting our debt payment obligations if we do not continue to receive cash dividends from our subsidiaries and our financial condition could
be materially and adversely affected as a result.

A significant number of PLDT's shares are held by three shareholders, which may not act in the interests of other
shareholders or stakeholders in PLDT.

The First Pacific Group and its Philippine affiliates had beneficial ownership of approximately 26% in PLDT's outstanding common stock as at October 31, 2013, taking
into account shares purchased from JG Summit Holdings, or JGSHI, pursuant to an option agreement in connection with the Digitel acquisition. This is the largest
block of PLDT's common stock that is directly or indirectly under common ownership.

Pursuant to publicly available filings made with the PSE, as at October 31, 2013, NTT Communications and NTT DOCOMO together beneficially owned approximately
20% of PLDT's outstanding comman stock, taking into account shares purchased from JGSHI pursuant to an option agreement in connection with the Digitel
acquisition.

[n October 28, 2001, PLDT completed the acquisition of a controlling interest in Digital Telecommunications Phils., Inc., or Digitel, from JG Summit Holdings, Inc., and
certain other seller-parties. As payment for the assets acquired from JGSHI, PLDT issued approximately 27.7 million common shares. In November 2011, JGSHI sold
a.81 million and 4.58 million PLDT shares to a Philippine affiliate of First Pacific and NTT DOCOMD, respectively, pursuant to separate option agreements that JGSHI
had entered into with a Philippine affiliate of First Pacific and NTT DOCOMD, respectively. As at October 31, 2013, the JG Summit Group owned approximately 8% of
PLDT's outstanding comman shares.

First Pacific and certain of its affiliates, or the FP Parties, NTT Communications, NTT DOGOMO and PLDT entered into a Cooperation Agreement, dated January 31,
2006, pursuant to which, among other things, certain rights of NTT Communications under the Stock Purchase and Strategic Investment Agreement dated
September 28, (399, or the Strategic Agreement, and the Shareholders Agreement dated March 24, 2000, or the Shareholders Agreement, were extended to NTT
DOCOMO.  See “Security Ownership of Lertain Beneficial Dwners, Directors and Executive Ufficers” for further details regarding the shareholdings of NTT
Communications and NTT DOCOMD in PLDT. As a result of the Cooperation Agreement, NTT Communications and NTT DOCOMO, in coordination with each other, have
contractual veto rights over a number of major decisions and transactions that PLDT could make or enter into, including:

o capital expenditures in excess of US$A0 million;

e any investments, if the aggregate amount of all investments for the previous 12 months is greater than US$23 million in the case of all
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investments to any existing investees and US$I00 million in the case of all investments to any new or existing investees, determined on a rolling
monthly basis;

e anyinvestments in a specific investee, if the cumulative value of all investments made by us in that investee is greater than US$!0 million in the
case of an existing investee and US$A0 million in the case of a new investee;

e issuance of common stock or stock that is convertible into common stock:
e new business activities other than those we currently engage in; and

e merger or consolidation.

Moreover, as a result of the Shareholders Agreement, the Cooperation Agreement and their respective stockholdings, the FP Parties and/or, NTT Communications
and/or NTT DOCOMO are able to influence our actions and corporate governance, including:

e elections of PLDT's directors; and

e approval of major corporate actions, which require the vote of common stockholders.

Additionally, pursuant to amendments effected by the Cooperation Agreement to the Stack Purchase and Strategic Investment Agreement and the Shareholders
Agreement, upon NTT Communications and NTT DOCOMO and their respective subsidiaries owning in the aggregate 20% or more of PLDT's shares of commaon stock
and for as long as they continue to own in the aggregate at least 7.0% of PLDT's shares of comman stock then outstanding, NTT DOCOMO has additional rights under
the Stock Purchase and Strategic Investment Agreement and Shareholders Agreement, including that:

e NTTDOCOMO is entitled to nominate one additional NTT DOCOMO nominee to the board of directors of each of PLDT and Smart;

e PLDT must consult NTT DOCOMO no later than 30 days prior to the first submission to the board of PLDT or certain of its committees of any
proposal of investment in an entity that would primarily engage in a business that would be in direct competition or substantially the same
business opportunities, custamer base, products or services with business carried on by NTT DOCOMO, or which NTT DOCOMO has announced
publicly an intention to carry on;

e PLDT must procure that Smart does not cease to carry on its business, dispose of all of its assets, issue commaon shares, merge or consolidate,
or effect winding up or liquidation without PLDT first consulting with NTT DOCOMO no later than 30 days prior to the first submission to the board
of PLOT or Smart, or certain of its committees; and

e PLDT must first consult with NTT DOCOMO no later than 30 days prior ta the first submission to the board of PLOT or certain of its committees for
the approval of any transfer of Smart's comman capital stock by any member of the PLDT Group to any person who is not a member of the PLOT
Group.

The FP Parties and/or NTT Communications and/or NTT DOCOMO may exercise their respective influence over these decisions and transactions in a manner that
could be contrary to the interests of other shareholders or stakeholders in PLDT.

Failure to maintain effective internal control over financial reporting in accordance with Section 404 of the Sarbanes-
Oxley Act of 2002 could adversely impact investor confidence and the market price of our common shares and ADSs,
and have a material adverse effect on our business, our reputation, financial condition and results of operations.

Eftective internal control over financial reporting is necessary for us to provide reasonable assurance with respect to our financial reports and to effectively
prevent fraud. If we are unable to provide reasonable assurance with respect to our financial reports and effectively prevent fraud, our reputation and results of
operations could be harmed.

We are required to comply with various Philippine and LS. laws and requlations on internal control. For example, pursuant to Section 404 of the Sarbanes-Oxley Act
of 2002, beginning with the Annual Report on Form 20-F for the calendar year ended December 31, 2006, we have been required to include a report by our
management on our internal control over financial reporting in our Annual Reports on Form Z0-F that contains an assessment by our management on the
effectiveness of our internal control over financial reporting. In addition, an independent registered public accounting firm must express an opinion on our internal
control over financial reporting based on its audits.

However, internal control over financial reporting may not prevent or detect misstatements because of its inherent limitations, including the possibility of human
error, the circumvention or overriding of controls, or fraud. Therefore, even effective internal control over financial reporting can provide only reasonable
assurance with respect to the preparation and fair presentation of financial statements. If we fail to maintain the adequacy of our internal contral over financial
reporting, including our failure to implement required new or improved contrals, or if we experience difficulties in their implementation, our business and operating
results could be harmed, we could fail to meet our reporting obligations and there could be a material adverse effect on our business, our reputation, financial
condition and results of operations, and the market prices of our comman shares and ADSs could decline significantly.
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We are unionized and are vulnerable to work stoppages, slowdowns or increased labour costs.

As at September 30, 2013, PLDT has three employee unions, representing in the aggregate 4,827, or 27%, of the employees of the PLDT Group. This unionized
workforce could result in demands that may increase our operating expenses and adversely affect our profitability. Each of our different employee groups may
require separate collective bargaining agreements. If any group of our employees and PLDT are unable to reach agreement on the terms of their collective
bargaining agreement or we were to experience widespread employee dissatisfaction, we could be subject to work slowdowns or stoppages. Any of these events
would be disruptive to our operations and could harm our business.

Adverse results of any pending and future litigation and disputes may impact PLDT’s future cash flows, results of
operations and financial condition.

PLDT is currently involved in several legal proceedings in the Philippines. Since 1330, PLDT and Eastern Telecommunications Philippines. Inc. (ETPI) have been
engaged in legal proceedings involving a number of issues in connection with their business relationship. Accordingly, to avoid further protracted litigation and
improve their business relationship, both PLDT and ETPI have agreed in April 2008 to submit their differences and issues to voluntary arhitration. Pursuant to an
agreement between PLDT and ETPI, the arbitration proceedings have been suspended.

For more information on PLDT's legal proceedings. see "Legal Proceedings.” While PLDT believes the positians it has taken in these cases are legally valid, the final
results of these cases may prove to be different from its expectations. In addition, there is no assurance that PLDT will not be invalved in future litigation or other
disputes, the results of which may materially and adversely impact its business and financial conditions.

RISKS RELATING TO THE PHILIPPINES
PLDT’s business may be adversely affected by political or social or economic instability in the Philippines.

The Philippines is subject to political, social and economic volatility that, directly or indirectly, could have a material adverse impact on our ability to sustain our
business and growth.

The Philippines has from time to time experienced severe political and social instability, including acts of political violence. On December 12, 2011, the Philippine
House of Representatives initiated impeachment proceedings against Renato Corona, then Chief Justice of the Supreme Court of the Philippines. The impeachment
complaint accused Corona of improperly issuing decisions that favored former President Arroyo, as well as failure to disclose certain properties, in violation of
rules applicable to all public employees and officials. The trial of Chief Justice Corona began in January 2012. On May 29, 2012, the impeachment court found Corona
guilty of failing to disclose to the public his statement of assets, liabilities and net worth and removed Corona from his position as Chief Justice of the Supreme
Court of the Philippines.

Maore recently, a major Philippine broadsheet exposed a scam relating to the diversion and misuse of the Priority Development Assistance Fund by some members of
Congress through a pseudo-development organization headed by Janet Lim Napoles. As a result of this exposé, a number of investigations, including one in the
Senate of the Philippines, have been launched to determine the extent of the diversion of the Priarity Development Assistance Fund and the government officials and
the private individuals responsible for the misappropriation of public funds. Cases of plunder and malversation of public funds are now pending against Janet Lim
Napoles, three (3) senators, a few members of the House of Representatives, and other private individuals.

We cannot assure you that the political environment in the Philippines will be stable or that the current or any future government will adopt economic policies that
are conducive to sustained economic growth or which do not impact adversely on the current regulatory environment for the telecommunications and other
companies.

If foreign exchange controls were to be imposed, our ability to meet our foreign currency payment obligations could
be adversely affected.

The Philippine government has, in the past, instituted restrictions on the conversion of the Philippine peso into foreign currencies and the use of foreign exchange
received by Philippine companies to pay foreign currency-denominated obligations. The Monetary Board of the BSP has statutory authority, with the approval of the
President of the Philippines, during a foreign exchange crisis or in times of national emergency, to:

o suspend temporarily or restrict sales of foreign exchange;

e require licensing of foreign exchange transactions; or

o require the delivery of foreign exchange to the BSP or its designee banks.

We cannot assure you that foreign exchange controls will not be imposed in the future. If imposed, these restrictions could materially and adversely affect our
ability to obtain foreign currency to service our foreign currency obligations.
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The occurrence of natural catastrophes could materially disrupt our operations.

The Philippines has experienced a number of major natural catastrophes over the years, including typhoons, the latest of which was the devastation brought about
by Typhoon Yolanda, the world's strongest typhoon to date which caused massive destruction in the Visayan provinces, floods, volcanic eruptions and earthquakes
that may materially disrupt and adversely affect our business operations. The frequency and severity of the occurrence of natural catastrophes and challenges may
be further exacerbated through effects of the ongoing global climate change. We cannot assure you that we are fully capable to deal with these situations and that
the insurance coverage we maintain will fully compensate us for all the damages and economic losses resulting from these catastrophes.

Continued terrorist activities in the Philippines could destabilize the country, adversely affecting our business
environment.

Certain islands in the Philippines have been subject to a number of terrorist attacks and violent crimes in recent years. An increase in the number of terrorist
attacks or violent crimes, or the occurrence of a large-scale terrarist attack, in the Philippines could negatively affect the Philippine economy and, therefore, our
business, financial position and financial performance. The Philippine army has been in conflict with the Abu Sayyaf organization, which has ties to the al-Oaeda
terrorist network and has been identified as being responsible for kidnapping and terrorist activities in the Philippines. There has been a series of bombings in the
Philippines, mainly in southern cities. Although no one has claimed responsibility for these attacks, Philippine military officials have stated that the attacks appeared
to be the work of the Abu Sayyaf organization. There have also been a number of violent crimes in the Philippines, including an isolated incident in August 2010
involving the hijacking of a tour bus carrying 25 Hong Kong tourists in Manila, which resulted in the deaths of eight tourists and prompted the Hong Kong government
to declare a travel warning on the Philippines. On January 23, 2011, five people were killed and thirteen were injured when an improvised mortar bomb triggered by a
mobile phone exploded on a bus in Makati City. In August 2013, a series of bombings occurred in the cities of Cagayan de Oro and Cotabata City, and in other areas in
Maguindanao and North Cotabato provinces, all located in Mindanao. Early in September 2013, an alleged splinter group of the Moro National Liberation Front took
hostages in Zamboanga and initiated an armed aggression versus the Armed Forces of the Philippines. While the Zamboanga standoff situation is improving, the
conflict is nat yet fully resolved.

There can be no assurance that the Philippines will not be subject to further, or an increased number of, acts of terrorism or violent crimes in the future. Terrorist
attacks and violent crimes have, in the past, had a material adverse effect on investment and confidence in, and the performance of, the Philippine economy and, in
turn, our business, financial position and financial performance. Furthermare, there can be no assurance that the Philippines will not suffer a large-scale terrorist
attack which could impact the Philippine economy for a significant period of time.

Territorial disputes with China and a number of Southeast Asian countries may disrupt the Philippine economy and
business environment.

The Philippines, China and several Southeast Asian nations have been engaged in a series of long-standing territorial disputes over certain islands in the West
Philippine Sea, also known as the South China Sea. The Philippines maintains that its claim over the disputed territories is supported by recognized principles of
international law consistent with the United Nations Convention an the Law of the Sea ("UNCLOS"). The Philippines made several efforts during the course of 2011 and
2012 to establish a framewaork for resolving these disputes, calling for multilateral talks to delineate territorial rights and establish a framewaork for resolving
disputes.

Despite efforts to reach a compromise, a dispute arose between the Philippines and China over a group of small islands and reefs known as the Scarborough Shoal.
In April and May 2012, the Philippines and China accused each other of deploying vessels to the shoal in an attempt to take control of the area, and both sides
unilaterally imposed fishing bans at the shoal during later that year. These actions threatened to disrupt trade and other ties between the two countries, including a
temporary ban by China on Philippine banana imports, as well as a temporary suspension of tours to the Philippines by Chinese travel agencies. Since July 2012,
Chinese vessels have reportedly turned away Philippine fishing boats attempting to enter the shoal, and the Philippines has continued to protest China's presence
there. In January 2013, the Philippines sent notice to the Chinese embassy in Manila that it intended to seek international arbitration to resolve the dispute under
LINCLOS. China has rejected and returned the notice sent by the Philippines to initial arbitral proceedings. In May 2013, the Philippine Coast Guard shot and killed a
Taiwanese fisherman in an area of the South China Sea claimed as an exclusive economic zone by both countires.

In September 2013, the Permanent Court of Arbitration in The Hague, Netherlands issued rules of procedure and initial timetable for the arbitration in which it will
act as a registry of the proceedings. Should these territorial disputes continue or escalate further, the Philippines and its economy may be disrupted and our
operations could be adversely affected as a result. In particular, further disputes between the Philippines and China may lead both countries to impose trade
restrictions on the other's imports. Any such impact from these disputes could adversely affect the Philippine economy, and materially and adversely affect our
business, financial position and financial performance.

Corporate governance and disclosure standards in the Philippines may be less stringent than those in other
countries.

There may be less publicly available information about Philippine public companies than is regularly made available by public companies in certain other countries.
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Philippine SEC and PSE requirements with respect to corporate governance standards may also be less stringent than those applicable in certain other jurisdictions.
For example, the SRC requires publicly listed companies to have at least two independent directors or such number of independent directors as is equal to 20% of
its board of directors. PLDT currently has three independent directors. Many other countries require a significantly greater number of independent directors.
Further, rules and policies against self-dealing and those regarding the preservation of Bondholder interests may be less well-defined and enforced in the
Philippines than elsewhere.

The relatively low credit ratings of the Philippines may restrict the access to capital of Philippine companies, including
PLDT.

Historically the Philippines’ sovereign debt has been rated relatively low by international credit rating agencies. Although the Philippines’ long-term foreign
currency-denominated debt was recently upgraded by Fitch and Standard & Poor's to the investment-grade rating of BBB-, and by Moody's to the investment-grade
rating of Baad, the continued relatively low sovereign ratings of the Government will directly and adversely affect companies domiciled in the Philippines as
international credit rating agencies issue credit ratings by reference to that of the sovereign. No assurance can be given that Fitch, Moody's, Standard & Poor's or
any other international credit rating agency will not downgrade the credit ratings of the Government in the future and, therefore, Philippine companies, including
PLDT. Any such downgrade could have an adverse impact on the liquidity in the Philippine financial markets, the ability of the Government and Philippine companies,
including PLDT, to raise additional financing, and the interest rates and other commercial terms at which such additional financing is available.

RISKS RELATING TO OUR SECURITIES

PLDT is required to comply with foreign ownership restriction under the Philippine Constitution. At present, PLDT
believes it has complied with such restriction through the issuance of 150 million shares of its Voting Preferred Stock
to BTFHI. There can be no assurance that further interpretations of such law will not require further actions to
procure compliance with foreign ownership restriction under the Philippine Constitution.

Section 11, Article XII of the 1987 Philippine Constitution provides that no franchise, certificate, or any other form of authorization for the operation of a public utility
shall be granted except ta citizens of the Philippines or to corporations or associations organized under the laws of the Philippines, at least 0% of whose capital is
owned by such citizens. On June 28, 2011, the Philippine Supreme Court promulgated a decision in the case of Wilson £ Gamboa vs. Finance Secretary Margarito £
Teves, et al (G.R No. 176579) (the " bamboa Lase"), where it has ruled that the term “capital” in Section II, Article XI| of the 1987 Constitution refers only to shares
of stock entitled to vote in the election of directors and thus, in the case of PLDT, only to voting common shares, and not to the total outstanding capital stock
(comman and non-voting preferred shares).

(n October 16, 2012, BTFHI, an indirect wholly-owned company of the Board of Trustees for the Account of the Beneficial Trust Fund, created pursuant to PLDT's
benefit plan. subscribed for 150 million newly issued shares of Voting Preferred Stack of PLDT. As a result of the issuance of the shares of Voting Preferred Stock,
PLDT's foreign ownership decreased from a8.4% of outstanding common stock as at October 15, 2012 to 34.5% of outstanding voting stocks (common stock and

Vaoting Preferred Stock) as at October 16, 2012.

(n May 30. 2013, the Philippine SEC issued SEC Memorandum Circular No. 8, or the Philippine SEC Guidelines, which provides under Section 2 thereof, as follows: “All
covered corporations shall, at all times, observe the constitutional or statutory ownership requirement. For purposes of compliance therewith, the required
percentage of Filipino ownership shall be applied to both: (a) the total number of outstanding shares of stock entitled to vote in the election of directors; and (b) the
total number of outstanding shares of stock, whether or not entitled to vote in the election of directors.” PLDT was, and continues to be, compliant with the
Philippine SEC Guidelines. As at end of September 30, 2013, PLDT's foreign ownership was 32.67% of its outstanding shares entitled to vote (Common and Vating
Preferred Shares), and 7.92% of its total outstanding capital stock. Thus, we believe that as of the date of this repart, PLOT is in compliance with the requirement
of Section 11, Article XIl of the 1987 Constitution. See Mate Z6 - Provisions and Lontingencies - Matters Relating to the Gamboa Lase and the recent Jose M. Ray I
Petition to the accompanying consolidated financial statements for further discussion.

However, we cannot assure you that the Philippine SEC or the relevant authorities in the Philippines will view shares of Voting Preferred Stock issued to BTFHI as
shares of stock owned by Filipinos entitled to vote in the election of directors for the purpose of determining whether PLDT is in compliance with the 60% to 40%

Filipino-alien equity requirement as provided under the Philippine Constitution. As a result, PLDT may be subject to certain sanctions imposed by the Philippine SEC.

RISKS RELATING TO THE BONDS

29



PLDT may be unable to redeem the Bonds

At maturity, PLDT will be required to redeem all of the Bonds. At that point in time, PLDT may nat have sufficient cash on hand and may not be able to arrange
financing to redeem the Bonds in time, or on acceptable terms, or at all. The ability to redeem the Bonds in such event may also be limited by the terms of other
debt instruments. Failure to repay, repurchase or redeem tendered Bonds by PLDT would constitute an event of default under the Bonds, which may also constitute
a default under the terms of other indebtedness of PLDT.

PLDT has a strong and stable business in the Philippines. It has strong recurring cash flows, maintains a healthy debt-equity ratio, and maintains a stable level of
liquidity in its statement of financial position. PLDT is confident that it can service the interest and redeem the Bonds at maturity and/or seek refinancing facilities.

Liquidity Risk

The Philippine debt securities markets, particularly the market for corporate debt securities, are substantially smaller, less liquid and more concentrated than other
securities markets. PLDT cannot guarantee whether an active trading market for the Bonds will develop or if the liquidity of the Bonds will be sustained throughout
its life. Even if the Bonds are listed on the PDEx, trading in securities such as the Bonds may be subject to extreme volatility at times, in response to fluctuating
interest rates, developments in local and international capital markets and the overall market for debt securities among other factors. There is no assurance that
the Bonds may be easily disposed of at prices and volumes at instances best deemed appropriate by their holders.

Reinvestment Risk

Prior to the relevant Maturity Dates, the Issuer shall have the option, but not the obligation, to redeem in whole (and not in part), any series of the outstanding Bonds
on the relevant Early Redemption Option Dates (see “Description and Terms and Conditions of the Bonds - Early Redemption Option” on page 50 of this Prospectus).
In the event that the Company exercises this early redemption option, all Bonds will be redeemed and the Company would pay the amounts to which Bondhaolders
would be entitled. Following such redemption and payment, there can be no assurance that investors in the redeemed Bonds will be able to re-invest such amounts
in securities that would offer a comparative or better yield or terms, at such time.

Pricing Risk

The market price of the Bonds will be subject to market and interest rate fluctuations, which may result in the investment being appreciated or reduced in value. If
market interest rates decrease relative to the Interest Rate of the Bonds, the price of the Bonds, when sold in the secondary market, may increase. Conversely, if
market interest rates increased relative to the Interest Rate of the Bonds, the price of the Bonds, when sold in the secondary market, may decrease. Thus, a
Bondholder could face possible losses if he decides to sell in the secondary market.

Retention of Ratings Risk

There is no assurance that the rating of the Bonds will be retained throughout the life of the Bonds. The rating is not a recommendation to buy, sell, or hold
securities and may be subject to revision, suspension, or withdrawal at any time by the assigning rating organization.

Bonds have no Preference under Article 2244(14) of the Civil Code

No other loan or other debt facility currently or to be entered into by the Issuer shall have preference of priority over the Bonds as accorded to public instruments
under Article 2244(14) of the Civil Code, and all banks and lenders under any such loans or facilities that are notarized have waived the right to the benefit of any
such preference or priority. However, should any bank or Bondholder hereinafter have a preference or priority over the Bonds as a result of notarization, then the
Issuer shall at the Issuer's option, either procure a waiver of the preference created by such notarization or equally and ratably extend such preference to the

Bonds.
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PHILIPPINE TAXATION

The fallowing is & discussion of the material Philigpine tax consequences of the acquisition, ownership and disposition of the Bonds. This general description does
not purpart to be a comprehensive description of the Philppine tax aspects of the Bonds and no information is provided regarding the tax aspects of acquiring,
owning, holding or disposing of the Bonds under applicable tax laws of other applicable jurisdictions and the specific Fhilppine tax consequence i light of particular
Situations of acquiring, owning, holding and disposing of the Bonds in such other jurisdictions. This discussion is based ypon laws, regulations, rulings, and income
tax conventions (freaties) in effect at the date of this Prospectus.

The tax treatment of a Bondhalder may vary depending upon such Bondholder’s particular situation, and certain Bondholders may be subject to special rules not
discussed below. This summary does not purport to address all tax aspects that may be important to a Bondholder.

PROSPECTIVE PURCHASERS OF THE BONDS ARE URGED TO CONSULT THEIR OWN TAX ADVISORS AS
TO THE PARTICULAR TAX CONSEQUENCES OF THE OWNERSHIP AND DISPOSITION OF A BOND,
INCLUDING THE APPLICABILITY AND EFFECT OF ANY LOCAL OR FOREIGN TAX LAWS.

As used in this section, the term ‘resident alien” refers to an individual whose residence is within the Philppines and wha is not 4 citizen thereof- a “non-resident
alien” is an individual whose residence is not within the Philjgpines and who is not a citizen of the Philppines. A non-resident alien who is actually within the
Fhiljppines for an aggregate period of more than 180 days during any calendar year is considered a ‘non-resident alien doing business in the Philppines,” otherwise,
such non-resident alien who is actually within the Philppines for an aggregate period of 180 days or less, during any calendsr year is considered a ‘non-resident
alien not doing busingss in the Philjppines.” A “resident foreign corporation” is a non-Philjppine corporation engaged in trade or business within the Philjppines; and
4 'non-resident fareign corporation” is a non-Philppine corporation not engaged in trade or business within the Philppines.

TAXATION OF INTEREST

The Tax Code provides that interest-bearing obligations of Philippine residents are Philippine-sourced income subject to Philippine income tax. Interest income
derived by Philippine resident individuals from the Bonds is thus subject to income tax, which is withheld at source, at the rate of 20%. Generally, interest on the
Bonds received by non-resident foreign individuals engaged in trade or business in the Philippines is subject to a 20% withholding tax while that received by non-
resident foreign individuals not engaged in trade or business is taxed at the rate of 20%. Interest income received by domestic corparations and resident foreign
corporations is taxed at the rate of 20%. Interest income received by non-resident foreign corporations is subject to a 30% final withholding tax. The tax withheld
constitutes a final settlement of Philippine income tax liability with respect to such interest.

Subject to the filing of a tax treaty relief application with the Philippine Bureau of Internal Revenue, the foregoing rates are subject to further reduction by any
applicable tax treaties in force between the Philippines and the country of residence of the non-resident owner. Most tax treaties to which the Philippines is a party
generally provide for a reduced tax rate of 1a% in cases where the interest arises in the Philippines and is paid to a resident of the other contracting state.
However, most tax treaties also provide that reduced withholding tax rates shall not apply if the recipient of the interest, who is a resident of the other contracting
state, carries on business in the Philippines through a permanent establishment and the holding of the relevant interest-bearing instrument is effectively connected
with such permanent establishment.

TAX-EXEMPT STATUS

Bondholders who are exempt from or are not subject to final withholding tax on interest income may claim such exemption by submitting the necessary documents.
Said Bondholder shall submit the following requirements to the Registrar, the Joint Issue Managers and the Joint Lead Underwriters (together with their completed
Application to Purchase) who shall then forward the same to the Registrar: (i) certified true copy of the tax exemption certificate issued by the BIR; (i) a duly
notarized undertaking, in prescribed form, executed by (a) the Corporate Secretary or any authorized representative, who has personal knowledge of the exemption
based on his official functions, if the Applicant purchases the Bonds for its account, or (h) the Trust Officer, if the Applicant is a universal bank authorized under
Philippine law to perform trust and fiduciary functions and purchase the Bonds pursuant to its management of tax-exempt entities (i.e. Employee Retirement Fund,
etc.), declaring and warranting such entities’ tax-exempt status or preferential rate entitlement, undertaking to immediately notify PLDT and the Registrar and
Paying Agent of any suspension or revocation of the tax exemption certificate and agreeing to indemnify and hold PLDT free and harmless against any claims,
actions, suits, and liabilities resulting fram the non-withholding of the required tax; and (iii) such other documentary requirements as may be required under the
applicable regulations of the relevant taxing or other authorities; provided further that, all sums payable by PLDT to tax-exempt entities shall be paid in full without
deductions for taxes, duties, assessments, or governments charges, subject to the submission by the Bondholder claiming the benefit of any exemption or
reasonable evidence of such exemption to the Registrar.

Bondholders may transfer their Bonds at any time, regardless of tax status of the transferar vis-a-vis the transferee. Should a transfer between Bondholders of
different tax status occur on a day which is not an interest Payment Date, tax exempt entities trading with non-tax exempt entities shall be treated as non-tax
exempt entities for the interest period within which such transfer occurred. Transfers taking place in the Register of Bondholders after the Bonds are listed on the
PDEx shall be allowed between non-tax exempt and tax exempt entities without restriction and observing the tax exemption of tax exempt entities, if and/or when so
allowed under and in accordance with the relevant rules, conventions and guidelines of the PDEx and PDTL.
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A Bondholder claiming tax-exempt status is required to submit a written notification of the sale or purchase to the Trustee and the Registrar, including the tax
status of the transferor or transferee, as appropriate, together with the supporting documents, specified under the Section entitled " Zayment of Additional Amounts;
Jaxation" within three days of such transfer.

VALUE-ADDED TAX

Gross receipts arising from the sale of the Bonds in the Philippines by Philippine-registered dealers in securities and lending investors shall be subject to a 2%
value-added tax. The term "gross receipt” means gross selling price less cost of the securities sold.

GROSS RECEIPTS TAX

Bank and non-bank financial intermediaries are subject to gross receipts tax on gross receipts derived from sources within the Philippines in accordance with the
following schedule:

[n interest, commissions and discounts from lending activities, as well as income from financial leasing, on the basis of remaining maturities of instruments from
which such receipts are derived:

Maturity period is five years of less a%
Maturity period is more than five years 1%

In case the maturity period referred above is shortened through pre-termination, then the maturity period shall be reckoned to end as of the date of pre-
termination for purposes of classifying the transaction and the correct rate shall be applied accordingly.

Net trading gains realized within the taxable year on the sale or disposition of the Bonds shall be taxed at 7%.

DOCUMENTARY STAMP TAX

A documentary stamp tax is imposed upon the issuance of debentures and certificates of indebtedness issued by Philippine companies. such as the Bonds, at the
rate of Phpl.00 for each Php200, or fractional party thereof, of the offer price of such debt instruments; provided that, for debt instruments with terms of less than
one year, the documentary stamp tax to be collected shall be of a propartional amount in accordance with the ratio of its term in number of days to 363 days.

The documentary stamp tax is collectible wherever the document is made, signed, issued, accepted, or transferred, when the obligation or right arises from
Philippine sources, or the property is situated in the Philippines. An applicable documentary stamp taxes on the original issue shall be paid by PLDT for its own
account.

No documentary stamp tax is imposed on the subsequent sale or disposition of the Bonds.

TAXATION ON SALE OR OTHER DISPOSITION OF THE BONDS

Income Tax

The Bondholder will recognize gain or loss upon the sale or other disposition (including a redemption at maturity) of the Bonds in an amount equal to the difference
between the amount realized from such disposition and such Bondholder's basis in the Bonds. Such gain or loss is likely to be deemed a capital gain or loss
assuming that the Bondholder has held the Bonds as capital assets.

Under the Tax Code, any gain realized from the sale, exchange or retirement of securities, debentures and other certificates of indebtedness with an ariginal
maturity date of more than five years (as measured from the date of issuance of such securities, debentures or other certificates of indebtedness) shall not be

subject to income tax.

In case of an individual taxpayer, anly 50% of the capital gain or loss is recognized upon the sale or exchange of a capital asset if it has been held for more than 12
maonths.

Any gains realized by non-residents on the sale of the Bonds may be exempt from Philippine income tax under an applicable tax treaty, subject to the filing of a tax
treaty relief application with the Philippine Bureau of Internal Revenue, or if they are sold outside the Philippines.

Estate and Donor’s Tax
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The transfer by a deceased person, whether a Philippine resident or non-Philippine resident, to his heirs of the Bonds shall be subject to an estate tax which is levied
on the net estate of the deceased at progressive rates ranging from 9% to 20%, if the net estate is over PhpZ00.000. A Bondholder shall be subject to donor's tax
on the transfer of the Bonds by gift at either (i) 30%, where the donee or beneficiary is a stranger, or (i) at progressive rates ranging from 2% to 15% if the net
gifts made during the calendar year exceed Phpl00,000 and where the donee or beneficiary is other than a stranger. For this purpose, a “stranger” is a person who
is not a: (a) brother, sister (whether by whole or half-blood). spouse, ancestor and lineal descendant; or (b) relative by consanguinity in the collateral line within the
fourth degree of relationship.

The estate tax and the donar's tax, in respect of the Bonds, shall not be collected (a) if the deceased, at the time of death, or the donor, at the time of the donation,
was a citizen and resident of a foreign country which, at the time of his death or donation, did not impose a transfer tax of any character in respect of intangible
personal property of citizens of the Philippines not residing in that foreign country; or (b) if the laws of the foreign country of which the deceased or donor was a
citizen and resident, at the time of his death or donation, allows a similar exemption from transfer or death taxes of every character or description in respect of
intangible personal property owned by citizens of the Philippines not residing in the foreign country.
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USE OF PROCEEDS

The net proceeds from the issue of the Bonds, without the over-subscription option (after deduction of fees, commissions and expenses) is approximately
Php3.896.084.375  Assuming the over-subscription option of up to Phpa,000,000,000 is fully exercised, PLDT expects total net proceeds of approximately

Phpl4,853,084.375 after fees, commissions and expenses.

Net proceeds from the Offering are estimated to be at least as follows:

For a Phpl0.0 billion issuance:

Estimated proceeds from the sale of the Bonds
Less: Estimated upfront expenses
Documentary stamp tax
SEC registration fee and legal research fee
Underwriting fees
Professional fees
Rating agency fees
Listing application fees
Registry and paying agency fees
Trustee fees
Marketing, printing and publication expenses
Estimated net proceeds to PLDT for a Phpl0.0 billion issuance

For a Phpa.0 billion over-subscription option:

Estimated proceeds from the sale of the Bonds
Less: Estimated upfront expenses

Documentary stamp tax

Underwriting fees

Other professional fees
Estimated net proceeds to PLOT for a Phpa.0 billion

Total net proceeds (inclusive of the Phpa.0 billion over-subscription option)

The above expenses exclude gross receipts tax and value added tax, which are for PLOTs account

Aside fram the abovementioned fees, PLDT expects the following annual expenses related to the Bonds:

Rating agency annual monitoring fees
Annual listing maintenance fees
Registry Maintenance fees

Paying Agency fees

Trustee annual retainer fees

Phpal,000,000
4,300,625
a0.000.000
12,200,000
200,000
200,000
372,000
ao.noo
1235,000

Phpi0,000,000,000

103,915,625

Php25.000.000
10000000
200,000

Phpd,836,084,375

Phpa,000,000,000

42,500,000

Phpa00.000

Phplal.000 per tranche
PhpZa0.000 per tranche
Php400,000 per tranche

Php250.000

Php4,9a7,200,000

Phpl4,853,584,375

The net proceeds from the Offer, inclusive of the over-subscription option, is estimated to be Phpl4,853,084.375 after deducting expenses related to the Dffer.
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The balance of proceeds from this Offer after deduction of expenses will be used by PLDT (in order of priority) to finance capital expenditure and/or refinance
existing obligations the proceeds of which were utilized for service improvements and expansion

Capital Expenditures

PLDT planned capital expenditures ("CAPEX") for 2014 total to about Phpll.8 billion comprising of the fallowing: (1) PhpB.7 billion for PLDT's investment in
network facilities to continuously expand nationwide transport footprint, technology modernization and enhance capability of multimedia infrastructure
including Phpl.! billion capex for International cable expansion to increase point of presence and complete international resiliency, (2) Phpl.4 billion on
information technology to complete the implementation of PLDT's service delivery architecture that will allow best customer experience, (3) Phpl.3
billion for customer premise equipment and installation materials, and (4) Phpl.8 billion for other general capital expenditures.

Payment of outstanding debt obligations

The scheduled principal payments on our long-term debt for 2014 is as follows:

Principal Payments due

Facility Loan Amount [utstanding Balance o1l Interest Rate
Dollar Term Loans $475,000.000 3331372579 815,582,553 USSLIBOR + 1 35% -146%
Peso Equivalent” Php20,827,800,000 Phpl4,530,022,652 Php4,642,729,414
Peso Lorporate Notes Fhol8 743,000,000 FPrplt, 535,000,000 Prpl64.850.000 5.5958% - 5.9058%
Peso Term Loans Frol0.000.000.000 Phol 655,682,555 Php775,882.553 | POSTF+053% - (18% BSPO/N
Rate - [1.55%, 52654% -
5.5808%
Total Peso Loans Php23,743,000,000 Php23,990,882,353 Php940,762,353
Total long-term debt Php50,570,800,000 Php38,520,905,005 Php5,583,491,767

U Ihe exchange rate used to convert the ULS. dollar amounts ints Philjgpine peso was Php43.848 to USSLUL the Philippine peso-11S. dollar exchange rate as quated through the Philigpine Dealing System as at lecember 5,

2005
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DETERMINATION OF OFFER PRICE

The Bonds shall be issued at par, or 100% of principal amount or face value.
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PLAN OF DISTRIBUTION

THE OFFER

(n December B, 2013, PLDT filed a Registration Statement with the Securities and Exchange Commission ("SEC"), in connection with the offer and sale to the public
of debt securities with an aggregate principal amount of Ten Billion Pesos (Phpl0.000,000,000.00), with an over-subscription option of up to Five Rillion Pesos
(Php5.000.000,000.00) Unsecured Fixed Rate Retail Bonds. The SEC is expected to issue an order rendering the Registration Statement effective, and a
corresponding permit to offer securities for sale covering the offer.

However, there can be no assurance in respect of: (i) whether PLDT would issue such debt securities at all; (i) the size or timing of any individual issuance or the
total issuance of such debt securities; or (i) the specific terms and conditions of such issuance. Any decision by PLDT to offer such debt securities will depend on a
number of factors at the relevant time, many of which are not within PLDT's contral, including but nat limited to: prevailing interest rates, the financing requirements
of PLDT's business and prospects, market liquidity and the state of the domestic capital market, and the Philippine, regional and global economies in general.

SHELF REGISTRATION OF SECURITIES NOT COVERED BY THE OFFER

After the close of the Offer and within one year following the issuance of the Bonds, PLDT may. at its sole discretion, offer any or all of the remaining balance of the
aggregate principal amount debt securities covered by such registration statement, in subsequent tranches under paragraph 2 of Rule 81 of the Securities
Regulation Code's Implementing Rules and Regulations. Such a shelf registration provides PLDT with the ability to conduct such an offering within a comparatively
short period of time. PLDT believes that such shelf registration provides the Company with the increased ability to take advantage of opportunities in a volatile debt
capital market, as these occur. Any subsequent offering under such rule requires the submission by PLDT of the relevant updates and amendments to the
registration statement and the issuance of the corresponding Permit to Sell by the SEC. As a listed company, PLDT reqularly disseminates such updates and
information in its disclosures to the SEC and PSE.

However, there can be no assurance in respect of: (i) whether PLDT would issue such debt securities at all; (i) the size or timing of any individual issuance or the
total issuance of such debt securities; or (iii) the specific terms and conditions of such issuance. Any decision by PLDT to offer such debt securities will depend on a
number of factors at the relevant time, many of which are not within PLDT's contral, including but nat limited to: prevailing interest rates, the financing requirements
of PLDT's business and prospects, market liquidity and the state of the domestic capital market, and the Philippine, regional and global economies in general.

UNDERWRITING OBLIGATIONS OF THE JOINT LEAD UNDERWRITERS

First Metro Investment Corporation (“First Metra”), BDO Capital & Investment Corporation ("BD0 Capital”), BPI Capital Corporation (“BPI Capital”), and The Hongkang
and Shanghai Banking Corporation Limited ("HSBC") (the “Juoint Issue Managers” and "Joint Lead Underwriters”), pursuant to the Underwriting Agreement with PLDT
executed on [@] (the “Underwriting Agreement”), have agreed to act as the Joint Lead Underwriters for the Offer and as such, distribute and sell the Bonds at the
Issue Price, and have also committed to underwrite an aggregate principal amount of Ten Billion Pesos (Phpl0,000,000,000.00) on a firm basis, with an over-
subscription option of up to Five Rillion Pesos (Phpa,000.000,000.00), subject to the satisfaction of certain conditions and in consideration for certain fees and
EXPENSES.

The Joint Lead Underwriters have committed to underwrite the entire Offer amount allocated to the each Joint Lead Underwriter as follows (in Php):

Bank Amount
BDO Capital (@]
BPI Capital (@]
First Metro (@]
HSRC [®]
Total 10,000,000,000

First Metro is the sole Issue Coordinator for this transaction.

The Jaint Lead Underwriters will receive a fee of 30 basis points (0.30%) on the underwritten principal amount of the Bonds issued. Such fee shall be inclusive of
underwriting and participation commissions. There is no arrangement for the Joint Lead Underwriters to return to PLDT any unsold Bonds. The Underwriting
Agreement may be terminated in certain circumstances prior to payment of the net proceeds of the Bonds being made to PLDT. There is no arrangement as well
giving the Joint Lead Underwriters the right to designate or nominate member(s) to the Board of Directors of PLDT.

The Joint Lead Underwriters are duly licensed by the SEC to engage in underwriting or distribution of the Bonds. The Joint Lead Underwriters may, from time to time,
engage in transactions with and perform services in the ordinary course of its business for PLDT or its subsidiaries.

37



BDO Capital is the wholly-owned investment-banking subsidiary of BDO Unibank, Inc. BDO Capital is a full-service investment house primarily involved in securities
underwriting, lnan syndication, financial advisory, private placement of debt and equity, project finance, and direct equity investment. Incorporated in December
1998, BDO Capital commenced operations in March 1999.

BPI Capital is the wholly-owned investment bank subsidiary of the Bank of the Philippine Islands. BPI Capital is a full-service investment house focused on corporate
finance and the securities distribution business and offers, among others, equity and debt underwriting, project finance, financial and investment advisory, lnan
syndication, private equity, government and fixed income securities trading. |t began operations as an investment house in December 1934.

First Metro, incorporated in the Philippines in 1372, is the investment banking arm of the Metrobank Group. one of the largest financial conglomerates in the
Philippines. First Metro provides investment banking services through its four strategic business units: Investment Banking, Treasury, Investment Advisory and
Strategic Finance. First Metro also has a quasi-bank license and is a GSED licensed by the Bureau of the Treasury.

HSRE Philippines is a branch of The Hongkong and Shanghai Banking Carporation Limited, a global corporation headquartered in London, United Kingdom, providing a
comprehensive range of financial services to customers through Personal Financial Services (including consumer finance), Commercial Banking, Global Banking and
Markets, and Private Banking. HSBC has been doing business in the Philippines for over (35 years, and currently employs over 8,000 people in the country. HSBC
has a universal banking license and carries out its investment banking activities through its Global Capital Markets department.

The Joint Lead Underwriters do not have any relation to PLDT or any of its subsidiaries in terms of ownership by either of their respective major stockholder/s and
has any right to designate or nominate a member(s) of the Board of Directars of PLOT, except for HSBC which owns shares of PLDT comman stock.

SALE AND DISTRIBUTION

The distribution and sale of the Bonds shall be undertaken by the Joint Lead Underwriters who shall sell and distribute the Bonds to third party buyers/ investars.
The Joint Lead Underwriters may appoint other underwriters and/or selling agents to distribute and sell the Bonds. Nothing herein shall limit the rights of the Joint
Lead Underwriters from purchasing the Bonds for its own respective account.

The obligations of each of the underwriter will be several. and not solidary, and nothing in the Underwriting Agreement shall be deemed to create a partnership or a
joint venture between and among any of the underwriters. Unless otherwise expressly provided in the Underwriting Agreement, the failure by a Joint Lead
Underwriter to carry out its obligations thereunder shall neither relieve the other underwriters of their obligations under the same Underwriting Agreement, nor
shall any underwriter be responsible for the obligation of another underwriter.

There are no persans to whom the Bonds are allocated or designated. The Bonds shall be offered to the public at large and without preference.

DESIGNATED SHARES AND ALLOCATIONS

The Joint Lead Underwriters may take on any portion of the Issue, as determined by PLDT, but no abligation to do so over the amount set out.

TERM OF APPOINTMENT

The engagement of the Joint Lead Underwriters, as well as the Joint Issue Managers shall subsist so long as the SEC Permit remains valid, unless otherwise
terminated by PLDT, the Joint Issue Managers or the Joint Lead Underwriters.

MANNER OF DISTRIBUTION

The Joint Lead Underwriters shall, at its discretion, determine the manner by which proposals for subscriptions to, and issuances of, Bonds shall be solicited, with
the primary sale of Bonds to be effected only through the Joint Lead Underwriters.

OFFER PERIOD

The Offer Period shall commence on [®@] and end on [@].

APPLICATION TO PURCHASE

Applicants may purchase the Bonds during the Offer Period by submitting to the Joint Lead Underwriters a properly completed Application to Purchase, together
with two (2) signature cards, and the full payment of the purchase price of the Bonds in the manner provided therein. Corporate and institutional applicants must

also submit, in addition to the foregoing, a copy of their SEC Certificate of Registration of Articles of Incorporation and By-Laws, Articles of Incorporation, By-Laws,
and the appropriate authorization by their respective boards of directors and/or committees or bodies authorizing the purchase of the Bonds and designating the
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authorized signatory(ies) thereof. Individual applicants must also submit, in addition to the foregoing, a clear signature-bearing and photo-bearing copy of any one of
the following government issued identification cards: tax identification number (TIN), passport/driver’s license/postal 1D, SS8/GSIS 1D and/or Senior Citizen's [D.

A corporate and institutional investor who is exempt from or is not subject to withholding tax shall be required to submit the following requirements to the
Registrar, subject to acceptance by the Issuer as being sufficient in form and substance:

(a) acopy of the tax exemption certificate, ruling or opinion issued by the BIR addressed to the applicant confirming the exemption or preferential rate and
certified by an authorized officer of the applicant as being a true copy of the original on file with the applicant;

(b)  with respect to tax treaty relief, a copy of the tax treaty relief application (TTRA) accompanied by the mandatory attachments required under prevailing
revenue requlations, certified true and correct by an authorized officer of the Applicant, including, but not limited to proof to support the applicahility of
reduced treaty taxes, proof of tax domicile issued by the relevant tax authority of the Bondholder and authenticated by the Philippine consul, and
confirmation from the Philippine Securities and Exchange Commission that the relevant entity is nat doing business in the Philippines;

(c) aduly notarized undertaking, in the prescribed form, declaring and warranting the applicant's tax exempt status, undertaking to immediately notify the
Issuer and the Registrar of any suspension or revocation of the tax exemption certificates and agreeing to indemnify and hold the Issuer and the
Registrar and Paying Agent free and harmless against any claims, actions, suits, and liabilities resulting from the non-withholding of the required tax;
and

(d)  such other documentary requirements as may be required under the applicable regulations of the relevant taxing or other authorities, provided further,
that all sums payable by the Issuer to tax exempt entities shall be paid in full without deductions for taxes. duties assessments or government charges
subject to the submission by the Bondholder claiming the benefit of any exemption of reasaonable evidence of such exemption to the Registrar.

Completed Applications to Purchase and corresponding payments must reach the Joint Lead Underwriters prior to the end of the Offer Period. or such earlier date
as may be specified by the Joint Lead Underwriters. Acceptance by the Joint Lead Underwriters of the completed Application to Purchase shall be subject to the
availability of the Bonds and the acceptance by PLDT. In the event that any check payment is returned by the drawee bank for any reason whatsoever, the Application
to Purchase shall be automatically canceled and any prior acceptance of the Application to Purchase is deemed revoked.

MINIMUM PURCHASE

A minimum purchase of Fifty Thousand Pesos (Phpa0,000.00) shall be considered for acceptance. Purchases in excess of the minimum shall be in integral multiples

of Ten Thousand Pesos (Phpl0,000.00).
ALLOTMENT OF THE BONDS

It the Bonds are insufficient to satisfy all Applications to Purchase, the available Bonds shall be allotted in accordance with the chronological order of submission of
properly completed Applications to Purchase on a first-come, first-served basis, without prejudice and subject to PLDT's exercise of its right of rejection.

ACCEPTANCE OF APPLICATIONS

It the Bonds are insufficient to satisfy all Applications to Purchase, the available Bonds shall be allotted in accordance with the chronological order of submission of
properly completed and appropriately accomplised Applications to Purchase on a firs-come, first-served basis, without prejudice and subject to PLDT's exercise of
its right of rejection.

REFUNDS

It any application is rejected or accepted in part only, the application money or the appropriate portion thereof will be returned without interest to such applicant
through the Joint Lead Underwriters.

UNCLAIMED PAYMENTS

Any payment of interest on, or the principal of the Bonds which remain unclaimed after the same shall have become due and payable, shall be held in trust by the
Paying Agent for the Bondholders at the latter's risk.

PURCHASE AND CANCELLATION
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PLDT may at any time purchase any of the Bonds at any price in the open market or by tender or by contract at any price, without any obligation to purchase Bonds
pro-rata from all Bondholders and the Bondholders shall not be obliged to sell. Any Bonds so purchased shall be redeemed and cancelled and may not be re-issued.
LIpon listing of the bonds on PDEx, the Issuer shall disclose any such transactions in accordance with the applicable PDEx disclosure rules.

SECONDARY MARKET

PLDT intends to list the Bonds in the PDEx. PLDT may purchase the Bonds at any time without any obligation to make pro-rata purchases of Bonds from all
Bondholders.

REGISTER OF BONDHOLDERS

The Bonds shall be issued in scripless form. A Master Certificate of Indebtedness representing the Bonds sold in the Offer shall be issued to and registered in the
name of the Trustee, on behalf of the Bondholders.

Legal title to the Bonds shall be shown in the Register of Bondholders to be maintained by the designated Registrar for the Bonds. Initial placement of the Bonds and
subsequent transfers of interests in the Bonds shall be subject to applicable Philippine selling restrictions prevailing from time to time. PLDT will cause the Register
of Bondholders to be kept at the specified office of the Registrar. The names and addresses of the Bondholders and the particulars of the Bonds held by them and of
all transfers of Bonds shall be entered into the Register of Bondhalders.

EXPENSES
Al out-of-pocket expenses, including but not limited to, registration with the SEC. credit rating, printing, publicity, communication and signing expenses incurred by

the Joint Issue Managers and the Joint Lead Underwriters in the negatiation and execution of the transaction will be for PLDT's account irrespective of whether the
transaction contemplated herein is completed. Such expenses are to be reimbursed upon presentation of a composite statement of account.
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DESCRIPTION OF THE BONDS

The following does not purport to be & complete listing of all the rights, obligations, or privieges of the Bonds. Some rights, obligations, or privileges may be further
limited or restricted by other documents. Prospective investors are enjained to carefully review the Articles of lncarporation, By-Laws and resolutions of the Board
of Directors and Sharefolders of PLOT the infarmation contained in this Prospectus, the Trust Indenture, Registry and Paying Agency Agreement. and other
agreements refevant to the Offer. Prospective Bondholders are likewise encouraged to consult their legal counsels and accountants in order to be better advised of
the circumstances surrounding the issued Bands.

The issue of up to Ten Billion Pesos (Phpl0,000,000,000.00) aggregate principal amount of Bonds, with an over-subscription option of up to Five Billion Pesos
(Php5.000,000,000.00,) was autharized by a resolution of the Board of Directors of PLOT dated [ @]. The Bonds are comprised of [Php®@] 7-Year fixed rate bonds
and [Php®] of I0-Year fixed rate Bonds (the “Bonds") was approved by the Board in the same meeting. The Bonds shall be constituted by a trust indenture (the
“Trust Indenture"”) to be executed on (@] between PLDT and [ @] (the “Trustee"”, which expression shall, wherever the context permits, include all other persons or
companies for the time being acting as trustee or trustees under the Trust Indenture). The Trustee has no interest in or relation to the Issuer which may conflict
with the performance of its functions.

The Bonds are also subject to the terms and conditions of a registry and paying agency agreement shall be executed on [ @] (the “Registry and Paying Agency
Agreement”) between PLDT and the Philippine Depasitary & Trust Carp., or PDTC, as Registrar and Paying Agent. PDTC has no interest in or relation to PLDT which
may conflict with its roles as Registrar and as Paying Agent for the Dffer.

The description of the terms and conditions of the Bonds set out below includes summaries of, and is subject to, the detailed provisions of the Trust Indenture and
the Registry and Paying Agency Agreement.

The 7-Year Bonds and |0-Year Bonds will mature on (@] and [ @], respectively, unless earlier redeemed by PLDT pursuant ta the terms thereof and subject to the
Early Redemption Option provision as detailed below.

Copies of the Trust Indenture and the Registry and Paying Agency Agreement are available for inspection during normal business hours at the specified offices of
the Trustee and the Registrar. The Bondholders are entitled to the benefit of, are bound by, and are deemed to have notice of, all the provisions of the Trust
Indenture and are deemed to have notice of those provisions of the Registry and Paying Agency Agreement applicable to them.

1. FORM, DENOMINATION AND TITLE

(a)  Form and Denomination
The Bonds are in scripless form, and shall be issued in denominations of Fifty Thousand Pesos (Phpa0,000), each as a minimum, and in integral
multiples of Ten Thousand Pesos (Phpl0,000) thereafter, and traded in denominations of Ten Thousand Pesos (Phpl0.000) in the secondary market.

) itk

Legal title to the Bonds will be shown in the Register of Bondholders maintained by the Registrar. A notice confirming the principal amount of the Bonds
purchased by each applicant in the Offer (the “Registry Confirmation”) will be issued by the Registrar to all Bondholders no later than [ @] Banking Days
following the Issue Date. The Bondholder has [ @] days from the date indicated in the Registry Confirmation to request the Registrar for amendment,
correction or completion of the relevant information in the Register of Bondholders. The Bondhaolder shall, within such period, request the Registrar,
through the Underwriter from whom the Bonds were purchased, to amend entries in the Registry by issuing an Affidavit of Correction duly endorsed by
such Bondholder's Underwriter. Upon any assignment, title to the Bonds will pass by recording of the transfer from the transferor to the transferee in
the electronic Register of Bondhalders maintained by the Registrar. Settlement in respect of such transfer or change of title to the Bonds, including the
settlement of any cost arising from such transfers, including, but not limited, to documentary stamps taxes, if any, arising from subsequent transfers,
shall be for the account of the relevant Bondholder.

() Bond Rating
The Bonds have been rated (@] by (@] on [@]. In coming up with the rating, [®] considered the following factors present in the company: [@].

The rating was based on available informatian at the time it was given and is subject to reviews annually, or more frequently as market developments
may dictate, for as long as the Bonds are outstanding. The rating may be changed at any time should [ @] determine that circumstances warrant a
change.
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2.

TRANSFER OF BONDS

(3)

)

()

(@)

Register of Bondholders

PLDT will cause the Register of Bondholders to be kept by the Registrar, in electronic form. The names and addresses of the Bondholders and the
particulars of the Bonds held by them and of all transfers of Bonds shall be entered into the Register of Bondholders. As required by Circular No. 428-
(4 issued by the Bangko Sentral ng Pilipinas ("BSP"), the Registrar shall send each Bondholder a written statement of registry holdings at least every
quarter (at the cost of PLDT) and a written advice confirming every receipt or transfer of the Bonds that is effected in the Registrar's system. Such
statement of registry holdings shall serve as the confirmation of ownership of the relevant Bondholder as of the date thereof. Any requests of
Bondholders for certifications, reports or other documents from the Registrar, except as provided herein, shall be for the account of the requesting
Bondholder. No transfers of the Bonds may be made during the period commencing on a Record Date as defined in Condition 4(a) (“Interest Payment
Date").

Iransfers; Jax Status

Bondholders may transfer their Bonds at anytime. regardless of tax status of the transferor vis-a-vis the transferee. Should a transfer between
Bondholders of different tax status occur on a day which is not an Interest Payment Date, tax exempt entities trading with non-tax exempt entities shall
be treated as non-tax exempt entities for the interest period within which such transfer occurred. Transfers taking place in the Register of Bondholders
after the Bonds are listed on PDEx shall be allowed between taxable and tax-exempt entities without restriction and observing the tax exemption of tax
exempt entities, if and/or when so allowed under and in accordance with the relevant rules, conventions and guidelines of PDEx and PDTL.

A Bondholder claiming tax-exempt status is required to submit a written notification of the sale or purchase to the Registrar, including the tax status of
the transferar or transferee, as appropriate, together with the supporting documents specified below under “Payment of Additional Amounts; Taxation”,
within three (3) days from the settlement date for such transfer before such tax-exempt status shall be accepted by PLDT.

Registrar
For transfers and record updates, notices and communication with the Registrar may be made through the fallowing:

Philippine Depository & Trust Corp.
37th Floor Enterprise Centre Tower |
Ayala Avenue, Makati City, Metro Manila

Telephone no.: (@]
Faxno.: (@]

E-mail: [®]

Attention: [®] [Insert Position @]

Secondary Irading of the Bands

PLDT intends to list the Bonds in PDEx for secondary market trading or such other securities exchange licensed as such by the SEC on which the trading
of debt securities in significant volumes occurs. Secondary market trading and settlement in PDEx shall follow the applicable PDEx rules, conventions
and guidelines, including rules, conventions and guidelines governing trading and settlement between bondholders of different tax status, and shall be
subject to the relevant fees of PDEx and PDTE.

RANKING

The Bonds constitute direct, unconditional, unsecured and unsubordinated Peso-denominated abligations of PLDT and will rank pari passu and rateably without
any preference or priority amongst themselves and at least pari passu with all other present and future unsecured and unsubordinated obligations of PLDT,
other than obligations preferred by law.

INTEREST

(a)

Interest Payment Dates

i 7-Year Bonds
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The 7-Year Bonds shall bear interest on its principal amount from and including the Issue Date at the rate of (@] p.a., payable quarterly in
arrears, commencing on [ @] as the first Interest Payment Date, and on (@], [@], [®@] and [ @] of each year following the first Interest
Payment Date, or the subsequent Banking Day without adjustment to the amount of interest paid, if such Interest Payment Date is not a
Banking Day.

For purposes of clarity, the last Interest Payment Date on the 7-Year Bonds shall fall on the Maturity Date or seven (7) years from the
Issue Date.

i, |0-Year Bonds

The 10-Year Bonds shall bear interest on its principal amount from and including the Issue Date at the rate of [ @] p.a., payable quarterly in
arrears, commencing on (@] as the first Interest Payment Date, and on [@], (@], [®] and @] of each year following the first Interest
Payment Date, or the subsequent Banking Day without adjustment to the amount of interest paid, if such Interest Payment Date is not a
Banking Day.

For purposes of clarity, the last Interest Payment Date on the 10-Year Bonds shall fall on the Maturity Date or ten (10) years from the Issue
Date.

The cut-off date in determining the existing Bondholders entitled to receive interest or principal amount due shall be the day two (2) Banking Days prior
to the relevant Interest Payment Date (the "Record Date"), which shall be the reckoning day in determining the Bondholders entitled to receive interest,
principal or any other amount due under the Bonds. No transfers of the Bonds may be made during this period intervening between and commencing on
the Record Date and the relevant Interest Payment Date.

Interest Accrua!

Each Bond will cease to bear interest from and including the Maturity Date, as defined in Condition 5(a) (“Final Redemption”), unless, upon due
presentation, payment of the principal in respect of the Bond then outstanding is not made, is improperly withheld or refused, in which case the Penalty
Interest will apply.

Determination of Rate of Interest

The interest shall be calculated an the basis of a 30/360-day basis. consisting of 12 months of 30 days each; provided, however in the in the case of an
incomplete month, due to reasons such as, but not limited to trades in the secondary market or early redemption and purchase, the number of days
elapsed on the basis of a month of 30 days.

REDEMPTION AND PURCHASE

(a)

Final Redemption

Unless previously purchased and cancelled, the Bonds will be redeemed at par or one hundred percent (I00%) of face value on their respective
Maturity Dates. However, payment of all amounts due on such date may be made by PLDT through the Paying Agent, without adjustment, on the
succeeding Banking Day if the Maturity Date is not a Banking Day.

Larly Redemption [ption

Prior to the relevant Maturity Dates, PLDT shall have the option, but not the obligation, to redeem in whole (and not in part), any series of the
outstanding Bonds on the following dates or the immediately succeeding Banking Day if such date is not a Banking Day: (i) For the Seven-Year Bonds -
on the fifth (oth) year and one quarter and on the sixth (Bth) year from the Issue Date; and (ii) For the Ten-Year Bonds - on the seventh (7th) year, on
the eighth (8th) year and on the ninth (3th) year from Issue Date (collectively, the relevant Early Redemption Option Dates). The amount payable to the
Bondholders in respect of any such redemption shall be calculated as the sum of (i) the relevant Early Redemption Option Price applied to the principal
amount of the then outstanding Bonds being redeemed an (i) all accrued interest on the Bonds as of the relevant Early Redemption Option Date.

Early Redemption Option Dates Early Redemption Option Price
Seven-Year Bonds Fifth (5%) Year and One (1) quarter from the Issue Date 101.0%
Sixth (%) Year from the Issue Date 100.5%
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Ten-Year Bonds Seventh (7" Year from the Issue Date 102.0%

Eighth (8%) Year from the lssue Date 101.0%

Ninth (3%) Year from the lssue Date 100.5%

The Company shall give nat less than thirty (30) nor more than sixty (B0) days prior written notice of its intention to redeem the Bonds, which notice
shall be irrevocable and binding upon the Company to effect such early redemption of the Bonds on the Early Redemption Option Date stated in such
notice.

(c)  Hedemption for Taxation Reasons
[f payments under the Bonds become subject to additional or increased taxes other than the taxes and rates of such taxes prevailing on the Issue Date
as a result of certain changes in law, rule or requlation, or in the interpretation thereof, and such additional or increased rate of such tax cannot be
avoided by use of reasonable measures available to PLDT, PLDT may redeem the Bonds in whole, but not in part, on any Interest Payment Date (having
given not more than sixty (B0) nor less than thirty (30) days' notice to the Trustee) at par plus accrued interest.

(d)  Lhange in Law or Lircumstance
When any provision of the Trust Indenture or any of the related documents is or becomes, for any reason, invalid, illegal or unenforceable to the extent
that it becomes for any reason unlawful for PLDT to give effect to its rights or obligations hereunder, or to enforce any provisions of the Trust
Indenture or any of the related documents in whale or in part, ar any law is introduced to prevent or restrain the performance by the parties hereto of
their obligations under the Trust Indenture or any other related documents, such event shall be considered as changes in law or circumstances
("Change of Law") as it refers to the obligations of PLDT and to the rights and interests of the Bondholders under the Trust Indenture and the Bonds.

In the event that PLDT should invoke this Condition 5(d). PLDT shall provide the Trustee an opinion of legal counsel confirming the occurrence of the
relevant event and the consequences thereof as consistent herewith, such legal counsel being from an internationally recognized law firm reasaonably
acceptable to the Trustee. Thereupon, the Trustee shall confirm that PLDT may redeem the Bonds in whale, but not in part, on any Banking Day (having
given not more than sixty (B0) nor less than thirty (30) days' notice to the Trustee) at par plus accrued interest.

(e)  Purchase and Cancellation
PLDT may at any time purchase any of the Bonds at any price in the open market or by tender or by contract at any price, without any obligation to
purchase Bonds pro-rata from all Bondholders and the Bondholders shall not be obliged to sell. Any Bonds so purchased shall be redeemed and
cancelled and may not be re-issued. Upon listing of the bonds on PDEx, the Issuer shall disclose any such transactions in accordance with the
applicable PDEx disclosure rules.

PAYMENTS

The principal of, interest on and all other amounts payable an the Bonds shall be paid to the Bondholders as of the relevant Record Date as follows: not later
than 12:00 noon of each relevant Payment Date, the Paying Agent shall pay on behalf of PLDT the amounts due in respect of the Bonds by crediting the proper
amounts via Real Time Gross Settlement (RTGS), net of applicable final taxes and fees, to the bank deposit account designated by each of the Bondholders for
the purpose. The principal of, interest on, the Bonds shall be payable in Philippine Pesos. PLDT will ensure that so long as any of the Bonds remains
outstanding, there shall at all times be a Paying Agent for the purposes of the Bonds and PLDT may not terminate the appointment of the Paying Agent, except
as provided in the Registry and Paying Agency Agreement. The Paying Agent may not resign its duties or be removed without a successor having been
appointed.

PAYMENT OF ADDITIONAL AMOUNTS; TAXATION

Interest income on the Bonds is currently subject to a final withholding tax at rates of between twenty percent (20%) and thirty percent (30%) depending on
the tax status of the relevant Bondholder under relevant law, regulation or tax treaty. Except for withhalding taxes (either final or creditable) as may be
imposed under the Tax Code or relevant regulations of the BIR and as otherwise provided, all payments of principal and interest shall be made free and clear
of any deductions or withholding for or on account of any present or future taxes or duties imposed by or on behalf of Republic of the Philippines. including,
but not limited to, issue, registration or any similar tax or other taxes and duties, including interest and penalties. If such taxes or duties are imposed, the
same shall be for the account of PLDT, provided, however, that notwithstanding the foregoing, PLDT shall not be liable for:
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(a)

(b)
(c)

(d)

The applicable final withholding tax applicable on interest earned on the Bonds prescribed under the Tax Code. An investor who is exempt from the
aforesaid withholding tax, or is subject to a preferential withholding tax rate shall be required to submit the following requirements to the Registrar,
subject to acceptance by PLDT as being sufficient in form and substance: (i) a certified true copy of the tax exemption certificate, ruling or opinion
issued by the Bureau of Internal Revenue confirming the exemption or preferential rate; (ii) a duly notarized undertaking, in the prescribed form,
declaring and warranting its tax exempt status or preferential rate entitlement, undertaking to immediately notify PLDT of any suspension or revocation
of the tax exemption certificates or preferential rate entitlement, and agreeing to indemnify and hold PLDT and the Registrar free and harmless against
any claims, actions, suits, and liabilities resulting from the non-withholding of the required tax; and (jii) such other documentary requirements as may
be required under the applicable requlations of the relevant taxing or other authorities which for purposes of claiming tax treaty withholding rate
benefits, shall include evidence of the applicability of a tax treaty and consularized proof of the Bondholder's legal domicile in the relevant treaty state,
and confirmation acceptable to PLOT that the Bondholder is not doing business in the Philippines provided, further, that all sums payable by PLDT to tax
exempt entities shall be paid in full without deductions for taxes, duties assessments or government charges subject to the submission by the
Bondholder claiming the benefit of any exemption of reasonable evidence of such exemption to the Registrar;

Gross Receipts Tax under Section 121 of the Tax Code;

Taxes on the overall income of any securities dealer or Bondholder, whether or not subject to withhalding; and

Value-Added Tax ("VAT") under Sections |06 to 108 of the Tax Code, and as amended by R.A. No. 9337.

Documentary stamp tax for the primary issue of the Bonds and the execution of the Bond Agreements, if any, shall be for PLDT's account. Any documentary
stamp tax for the subsequent sale or transfer of the Bonds shall be for the Bondholder's account.

MAINTENANCE OF FINANCIAL RATIOS

For as long as any of the Bonds remain outstanding, PLOT hereby covenants that it shall maintain the following:

(a)

(b)

Interest Cover Ratio wherein the ratio of EBITDA for the preceding twelve (2) months on each Quarter Date to the Projected Interest Expense on such
[uarter Date shall not be less than [.8:; and

Total Debt to EBITDA wherein the ratio of Total Debt as at any Quarter Date to EBITDA in respect of any Relevant Period ending on such Quarter Date in
respect of the Issuer shall not exceed 3.0

There are no other regulatory ratios that PLDT is required to comply with.

For the purpose of computing the above ratios the following terms shall have the following meanings;

"EBITDA" means net income of PLDT after adding back:

(a) Interest Charges;

(b) depreciation, amortization and other non-cash charges (including equity in net (earnings)/loss of subsidiaries to the extent not remitted by way of
dividends but excluding provision for doubtful accounts); and

(c) pravision for income taxes;

"Indebtedness" means with respect to PLDT, (i) all financial obligations or other obligations of PLDT for borrowed money evidenced by a promissory note or
other instrument or for the deferred purchase price of property or services, (ii) all financial obligations or other obligations of any other corporation, person
or other entity, the payment or collection of which PLDT has guaranteed (except by reason of endorsement for collection in the ordinary course of business)

or otherwise, including without limitation, liability by way of agreement to purchase, to provide funds for payment, to supply funds to, or otherwise to invest in

such other corporation, persan or entity, (iii) all financial obligations or other obligations of any other corporation, person or other entity for borrowed money

evidenced by a promissory note or other instrument ar for the deferred purchase price of property or services secured by (or for which the holder of such
financial obligations has an existing right, contingent or otherwise to be secured by) any Lien upon or in property (including without limitation, accounts
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receivable and contract rights) owned by PLOT, whether or not PLDT has assumed or become liable for the payment of such financial obligation or obligations,
(iv) capitalized lease obligations of PLDT, and (v) any other arrangement assuring a creditor against loss;

“Interest Charges” means, in respect of any period, all interest which shall accrue during such period in respect of all Indebtedness of PLDT;

“Projected Interest Expense” means the aggregate Interest Charges payable for the following three hundred sixty five (365)-day period calculated as
follows:

(a)  with respect to each item of Indebtedness of PLDT to which a fixed rate of interest will, by the terms of such Indebtedness, apply without variation
during such period, the rate of interest applicable through such three hundred sixty five (365)-day period will be such fixed rate of interest;

(b)  with respect to each other item of Indebtedness of PLDT, the rate of interest applicable throughout such three hundred sixty five (360)-day
period will be equal to the aggregate of the twelve (12)-month LIBO Dollar Rate for foreign Ioans and ninety ane (31)-day Philippine Treasury Bill
Rate for local loans and the relevant margin or margins over the LIBO Dollar Rate or ninety one (31)-day Philippine Treasury Bill Rate, as the case
may be (or such other base representing the assumed cost of funds to the relevant creditor or creditors as is provided by the instrument
evidencing or creating such Indebtedness) applicable to such item of Indebtedness during such three hundred sixty five (365)-day period or any
part or parts thereof; and

(c)  on the assumption that repayments of such Indebtedness or any part thereof will be made in accordance with the terms of the instrument or
instruments evidencing or creating such Indebtedness, for which purpose intended prepayments of such Indebtedness or any part thereof of
which PLDT has, on or before the calculation date, given irrevocable notice (and furnished the Bondholders with a copy thereof) to the relevant
creditor or creditors shall, except in the case of prepayments to be effected by the creation of Indebtedness in replacement of the Indebtedness
to be prepaid, be deemed to be repayments as aforesaid;

“Quarter Dates" means March 31, June 30, September 30 and December 3! in any calendar year;
"Relevant Period" means a period of twelve (12) calendar manths ending on each Quarter Date;

"Total Debt" means, at any time, the aggregate amount of all Indebtedness of the Issuer as defined herein.

NEGATIVE PLEDGE

For as long as any of the Bonds remain outstanding, PLDT covenants that it will not create or permit to subsist any Lien upon the whaole or any part of its
assets or revenues present or future to secure any Indebtedness or any guarantee of or indemnity in respect of any Indebtedness unless the Issuer has made
or will make effective provision, reasonably satisfactory to the Bondholders, whereby the Lien thereby created will secure, on an equal first ranking and
ratable basis, any and all the obligations of PLDT hereunder and such other Indebtedness which such Lien purports to secure; provided that this shall nat apply
to Permitted Liens

Permitted Liens means (i) existing on the date hereof and previously disclosed to the Bondholders in writing; (ii) for Taxes on its property and assets if the
same shall not at the time be delinquent or thereafter can be paid without penalty; (iii) imposed by law (other than the statutory preference under Article
2244(14) of the Civil Code of the Philippines) such as carriers', warehousemen's and mechanics' Liens and other similar Liens arising in the ordinary course of
business and not material in amount, (iv) arising out of workmen's compensation laws, unemployment insurance, pension and other social security legislation;
(v) on property or assets acquired after the date hereof, the Liens on which were in existence prior to or created at the time of acquisition solely for the
purpose of securing the purchase price thereof: (vi) granted to a bank solely in connection with the issuance of a letter of credit in the ordinary course of the
|ssuer's business and which Liens cover property or assets that are the subject matter of such letter of credit and which shall be released automatically
when such bank or other institution is paid or reimbursed for payments made under such letter of credit; (vii) to secure Indebtedness for the purpose of
financing all or any part of the cost of construction, repair or improvement of the property of the Issuer provided that the aggregate amount of such
Indebtedness secured by such Liens does not exceed ten per cent (I0%) of the Tangible Assets of the Issuer at any one time provided further, that (a) the
principal amount of such Indebtedness secured by such Lien does not exceed one hundred per cent of such cost of construction, repair or improvement and
(b) such Lien does not extend to or cover any other item other than such property and construction, repair or improvements on such property; (viii) reflected
in the notes to the most recent audited financial statements referred to in Section B.01 (e) and dated 31 December 2012; (ix) incidental to the conduct of its
business or the ownership of its assets which were not incurred in connection with the borrowing of money or obtaining of advances or credit and which do
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10.

not in the aggregate materially impair the use thereof in the operation of its business: (x) created as security for costs in favor of a plaintiff or defendant in
any legal proceeding and (xi) any extension, renewal or replacement (or successive extensions, renewals or replacements) in whaole or in part of any Lien
referred to in clauses (i) to (x) inclusive, or of any Indebtedness secured thereby provided that such extension, renewal or replacement of such Lien is limited
to all or any part of the same property that secured the Lien extended, renewed or replaced (plus any construction, repair or improvement on such property)
and shall secure no larger amount of Indebtedness than that existing at the time of such extension, renewal or replacement;

Indebtedness means with respect to PLDT (i) all financial obligations or other obligations of PLDT for borrowed money evidenced by a promissory note or
other instrument or for the deferred purchase price of property or services, (ii) all financial obligations or other obligations of any other corporation, person
or other entity, the payment or collection of which PLDT has quaranteed (except by reason of endorsement for collection in the ordinary course of business)
or otherwise, including without limitation, liability by way of agreement to purchase. to provide funds for payment, to supply funds to, or otherwise to invest in
such other corporation, person or entity, (iii) all financial obligations or other obligations of any other corporation, person or other entity for borrowed money
evidenced by a promissory note or other instrument or for the deferred purchase price of property or services secured by (or for which the holder of such
financial obligations has an existing right, contingent or otherwise to be secured by) any Lien upon or in property (including without limitation, accounts
receivable and contract rights) owned by PLDT, whether or not PLDT has assumed or become liable for the payment of such financial obligation or obligations,
(iv) capitalized lease obligations of PLDT, and (v) any other arrangement assuring a creditor against loss;

EVENTS OF DEFAULT

PLDT shall be considered in default under the Bands and the Trust Indenture in case any of the following events (each an “Event of Default”) shall occur and is
continuing:

(a)  failure to Pay
The Issuer fails to pay any amount payable under any of the Finance Documents within three (3) Banking Days from its due date or otherwise in
accordance with the provisions hereof provided that such non-payment shall not constitute an Event of Default if it is solely due to technical or
administrative reasons affecting the transfer of funds despite timely payment instruction having been given by the Issuer and such proof of instruction
presented to the Paying Agent provided also that such payment is received by the Paying Agent within five (3) Banking Days of the due date;

“Finance Documents” shall mean the Bond Agreements, as may be subsequently amended as herein provided, and such term shall include all
agreements related, connected, antecedent, supplemental, consequential, or amendments to the Bond Agreements, including the schedules, annexes,
exhibits and supplements to all of the foregoing, the Notes and any other document that may be executed and/or delivered in accordance with, or
pursuant to, the Bond Agreements;

(b)  Misrepresentation
Any representation or warranty made by the Issuer herein or otherwise in connection herewith, or any certificate, statement or opinion delivered by
the Issuer hereunder or in connection herewith, shall prove to have been materially untrue, incorrect or misleading as of the time it was made or
deemed to have been made;

(c)  Lther Obligations
The Issuer fails to perfarm, comply with, or violates any material provision, term, condition, covenant or obligation contained in the Finance Documents
and any such failure, non-compliance or violation is not remediable or, if remediable, continues unremedied for a period of thirty (30) days from the
date after written notice thereof shall have been given by the Trustee;

(d) Lonsents
Any material governmental Authorization which is granted or required in connection with the Finance Documents is terminated, revoked or modified in
any manner unacceptable to the Majority Bondholders and the result thereof is to make the Issuer unable to discharge its obligations thereunder;

(&)  Lross Default
The Issuer is in default under any bond, debenture, note or other evidence of indebtedness for money borrowed by the Issuer from any bank or financial
institution or under any other instrument, contract or agreement with any bank or financial institution or under any instrument or agreement for the
issuance to the public of long-term notes or bonds of the Issuer with a principal amount outstanding of at least Twenty Million Dollars ($20.000.000)
(or the equivalent thereof in other currencies or currency units), or under any mortgage, indenture or instrument under which may be issued or by
which may be secured or evidenced by any indebtedness for money borrowed by the Issuer with a principal amount outstanding of at least Twenty
Million Dollars ($20.000,000.00) (or the equivalent thereof in other currencies or currency units), whether such indebtedness now exists or shall
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11.

hereafter be created, which default (A) shall constitute a failure to pay any portion of the principal of such indebtedness when due and payable after the
expiration of any applicable grace period with respect thereto or (B) shall have resulted in such indebtedness becoming or being declared due and
payable prior to the date on which it would otherwise have become due and payable, without, in case of Clause (A), such indebtedness having been
discharged within a period of ten (10) days from such failure to pay, or without, in the case of Clause (B). such indebtedness having been discharged or
such acceleration having been rescinded or annulled within a period of ten (I0) days from the date on which such indebtedness becomes or was
declared due and payable;

Insolvency and Rescheduling

The Issuer becomes insolvent or unable to pay its debts when due or commits or permits any act of bankruptey, which term shall include (i) the filing of
a petition in any insolvency, suspension of payment, bankruptcy, reorganization, winding-up or liquidation proceeding by the Issuer. or any other
proceeding analogous in purpose and effect, or the failure by the Issuer to have such petition filed by a third party discharged within sixty (60) days
from filing thereof or such longer period as may be granted by the Majority Bondholders in writing; (ii) the making of an assignment by the Issuer for
the benefit of its creditars, (iii) the admission in writing by the Issuer of its inability to pay its debts, (iv) the entry of any order or judgment of any
competent court, tribunal or administrative agency or body confirming the bankruptcy or insolvency of the Issuer or approving any reorganization,
winding-up or liquidation of the Issuer, (v) the lawful appointment of a receiver or trustee to take possession of the properties of the Issuer or (vi) any
event occurs which under the laws of any jurisdiction has a similar or analogous effect to any of those events mentioned in this clause;

Judgments

Any arbitration award, final judgment, or decree for a sum of maney, damages or for a fine or penalty, or a writ of garnishment in excess of Twenty
Million Dollars ($20.000.000.00) or its equivalent in any other currency is entered against the Issuer by a court of competent jurisdiction and is not
paid, discharged or fully bonded within thirty (30) days after the date when payment of such judgment, decree or writ of garnishment is due under
applicable laws;

Londuct of Business

Any of the concessians, permits, rights, franchises, or privileges required for the conduct of the business and operations of the Issuer shall be revoked,
cancelled or otherwise terminated, or the free and continued use and exercise thereof shall be curtailed or prevented, in such manner as it shall
materially and adversely affect the financial condition or operations of the Issuer;

Suspension
The Issuer shall suspend or discontinue all or a substantial portion of its business operations, whether voluntarily or invaluntarily, for a period of thirty
(30) consecutive days;

PLOT Franchise
The PLDT Franchise is revoked. terminated or withdrawn or is suspended and such suspension is not lifted within ninety (90) days or the Issuer assigns,
or transfers the PLOT Franchise; or

Lavernmental Intervention

Any act, deed or judicial or administrative proceedings in the nature of an expropriation, sequestration, confiscation, nationalization, intervention,
acquisition, seizure, or condemnation of, or with respect to, the business and operations of the Issuer or its property or assets or any substantial
portion thereof, shall be undertaken or instituted by any Governmental Authority, present or future, unless such act, deed or proceedings are otherwise
contested in good faith by the Issuer.

CONSEQUENCES OF DEFAULT

It an Event of Default shall have occurred, then at any time thereafter, if any such event shall then be continuing and has not been waived by the Majarity
Bondholders, the Trustee, upon the written direction of the Majority Bondholders shall, by written notice to the Issuer. declare the Issuer in default and the
entire unpaid principal amount of the Bonds, all interest accrued and unpaid thereon and all other amounts payable hereunder, to be forthwith due and
payable, whereupon the same shall become immediately due and payable, without presentment, demand, protest or further notice of any kind, all of which are
hereby expressly waived by the Issuer.

This pravision, however, is subject to the condition that the Majority Bondholders, by written natice to the Issuer and to the Trustee, may rescind and annul
such declaration and its consequences, upon such terms, conditions and agreements, if any, as they may determine, including the fact that the non-payment of
the obligation is contested in good faith by the Issuer; but no such rescission and annulment shall extend or shall affect any subsequent Default or shall impair
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any right arising therefrom. Any such waiver shall be conclusive and binding upon all the Bondhalders and upon all future holders and owners of such Bands,
or of any Bond issued in lieu thereof or in exchange therefor, irrespective of whether or not notation of such waiver is made upon the Bond.

(a)

Declaration by the Majority Bondholders

Subject to the terms of the Trust Indenture, if any one or more of the Events of Default shall have occurred and be continuing, the Trustee shall, upon
the written direction of the Majority Bondholders, by notice in writing delivered to PLDT, or the Majority Bondholders, by notice in writing delivered to
PLDT and the Trustee, may declare all amounts due. including the Principal of the Bonds, all accrued interest and other charges thereon, if any, to be
immediately due and payable. and upon such declaration, the same shall be immediately due and payable, anything contrary to the Trust Indenture or in
the Bonds to the contrary notwithstanding.

Notice from the Trustee
At any time after any Event of Default shall have occurred, the Trustee may:

i. by notice in writing to PLDT, the Registrar and Paying Agent , require the Registrar and Paying Agent to:

(a)  act thereafter as agents of the Bondholders represented by the Trustee on the terms provided in the Registrar and Paying Agency
Agreement (with consequential amendments as necessary and save that the Trustee's liability under any provisions thereof for the
indemnification, remuneration and payment of out-of-pocket expenses of the Paying Agent and the Registrar shall be limited to amounts
for the time being held by the Trustee on the trusts of this Trust Indenture in relation to the Bonds and available to the Trustee for such
purpose) and thereafter to hold all evidence of all bonds and all sums, documents and records held by them in respect of the Bonds on
behalf of the Trustee; and/or

(b)  deliver all Bond Certificates and all sums, documents and records held by them in respect of the Bonds to the Trustee or as the Trustee
shall direct in such notice; provided, that, such notice shall be deemed not to apply to any document or record which the Paying Agent or
Registrar is not obliged to release by any law or requlation.

i. by notice in writing to PLDT require PLDT to make all subsequent payments in respect of the Bonds to the order of the Trustee and with
effect from the issue of any such notice until such natice is withdrawn, provision (i.a) above and Section 4.1(a) of the Trust Indenture shall
cease to have effect.

Penalty Interest

Upon the occurrence and during the continuance of any Event of Default, PLOT shall pay interest on all amounts then due under and owing to the
Bondholder under the Trust Indenture, including but not limited to the unpaid principal amount and any interest thereon, at a rate equal at all times to
one percent (%) per annum (the “Penalty Interest") over and above and in addition to the Interest Rate computed on the actual number of days from
and including the date at which the said amount/s became due until full payment thereof on a year of 360 days.

Payment in the Fvent Of Default
PLDT covenants that in case any Event of Default shall occur and be duly declared in accordance with the Terms and Conditions of the Bonds, then, in

any such case, PLDT shall pay to the Bondholders, through the Paying Agent, the whole amount which shall then have become due and payable on all
such outstanding Bonds with interest at the rate borne by the Bonds on the averdue principal and with Penalty Interest, and in addition thereto, PLOT
shall pay to the Trustee such further amounts as shall be determined by the Trustee to be sufficient to cover the cost and expenses of collection,
including reasonable compensation to the Trustee, its agents, attorneys and counsel, and any reasonable expenses or liabilities incurred without
negligence or bad faith by the Trustee.

Application of Payments
Any money collected or delivered to the Paying Agent and any other funds held by it, subject to any other provision of the Trust Indenture, the Registry

and Paying Agency Agreement relating to the disposition of such money and funds, shall be applied by the Paying Agent in the order of preference as
follows: first. to the payment to the Trustee, the Registrar and Paying Agent. of the costs, expenses, fees and other charges of collection, including
reasonable compensation to them, their agents, attorneys and counsel, and all reasonable expenses and liabilities incurred or disbursements made by
them, without negligence or bad faith; provided that the Trustee or Registrar and Paying Agent has sent an invoice to PLDT re garding the incurrence of
such costs, expenses, fees and charges; secand to the payment of the interest in default, in the order of the maturity of such interest with Penalty
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Interest; #hird to the payment of the whole amount then due and unpaid upon the Bonds for principal and interest, with Penalty Interest; and fourth, the
remainder, if any shall be paid to PLDT, its successors or assigns, or to whoever may be lawfully entitled to receive the same, or as a court of
competent jurisdiction may direct. Except for any interest and principal payments, all disbursements of the Paying Agent in relation to the Bonds shall
require the conformity of the Trustee. The Paying Agent shall render a monthly account of such funds under its contral.

Remedies

All remedies conferred by the Trust Indenture to the Trustee and the Bondholders shall be cumulative and not exclusive and shall not be so construed as
to deprive the Trustee or the Bondholders of any legal remedy by judicial or extra-judicial proceedings appropriate to enforce the conditions and
covenants of this Trust Indenture, subject to the Bondholders' Ability to File Suit as defined in the paragraph “Waiver of Default by the Bondholders”
below.

No delay or omission by the Trustee or the Bondholders to exercise any right or power arising from or on account of any default hereunder shall impair
any such right or power, or shall be construed to be a waiver of any such default or an acquiescence thereto; and every power and remedy given by this
Trust Indenture to the Trustee or the Bondholders may be exercised from time to time and as often as may be necessary or expedient.

Prescription
Claims in respect of principal and interest or other sums payable hereunder will be prescribed unless made within ten (I0) years (in the case of
principal or other sums) or five (3) years (in the case of interest) from the date on which payment becomes due.

Ability to File Suit

No Bondholder shall have any right by virtue of or by availing of any provision of the Trust Indenture to institute any suit, action or proceeding for the
collection of any sum due from PLDT hereunder on account of principal, interest and other charges. or for the appointment of a receiver or trustee, or
for any other remedy hereunder unless (i) such Bondholder previously shall have given to the Trustee written notice of an Event of Default and of the
continuance thereof and the related request for the Trustee to convene a meeting of the Bondholders to take up matters related to their rights and
interests under the Bonds; (ii) the Majority Bondholders shall have decided and made the written request upon the Trustee to institute such action, suit
or proceeding in its own name; (iii) the Trustee for sixty (B0) days after the receipt of such notice and request shall have neglected or refused to
institute any such action, suit or proceeding and (iv) no directions inconsistent with such written request shall have been given under a waiver of
default by the Bondholders, it being understood and intended, and being expressly covenanted by every Bondhaolder with every other Bondholder and the
Trustee, that no one or mare Bondholders shall have any right in any manner whatever by virtue of ar by availing of any pravision of the Trust Indenture
to affect, disturb or prejudice the rights of the holders of any other such Ronds or to obtain or seek to obtain priority over or preference to any other
such holder or to enforce any right under the Trust Indenture, except in the manner herein provided and for the equal, ratable and comman benefit of

all the Bondholders.
Waiver of Default and Other Londitions by the Bondholders

The Majority Bondholders may direct the time, method and place of conducting any proceeding for any remedy available to the Trustee or exercising any
trust or power conferred upon the Trustee, or may on behalf of the Bondholders waive any past Default and the consequences of such declaration, upon
such terms, conditions and agreement, if any, as they may determine; provided that no Event of Default arising from the following circumstances
described in the paragraph “Events of Default” above: Section I0(a) (Failure to Pay), Section I0(e) (Cross Default) and Section 10(e) (Insolvency and
Rescheduling), and its consequences, may be waived or revoked: provided further that, no such waiver or revocation shall extend to or shall affect any
subsequent Default or shall impair any right arising therefrom.

In case of any such waiver or revocation, PLDT, the Trustee and the Bondholders shall be restored to their former positions and rights hereunder; but
no such waiver or revocation shall extend to any subsequent or other Default or impair any right arising therefrom. Any such waiver or revocation by
the Majority Bondholders shall be conclusive and binding upon all Bondholders and upon all future holders and owners thereof, irrespective of whether
or not any notation of such waiver is made upon the certificate representing the Bonds.

The Trustee shall, within five (3) Banking Days after receipt of the written waiver from the Majority Bondholders of any Event of Default or revocation of
any default previously declared, give to the Bondholders written notice of such waiver, or revocation known to it via publication in a newspaper of
general circulation in Metro Manila for two (2) consecutive days as soon as practicable, indicating in the published notice an Event of Default has
occurred and has been waived or a declaration of a default has been revaked by the Majority Bondholders.]
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12. NOTICE OF DEFAULT

The Trustee shall, within five (3) days after the occurrence of any Event of Default, give to the Bondholders written notice of such default known ta it, unless
the same shall have been cured before the giving of such notice; provided that, in the case of Failure to Pay Default under Section 10(a) above and as provided
in the Trust Indenture, the Trustee shall immediately notify the Bondholders upon the occurrence of such Failure to Pay Default. The existence of a written
notice required to be given to the Bondholders hereunder shall be via publication in a newspaper of general circulation in Metro Manila for two (2) consecutive
days as soon as practicable, further indicating in the published notice that the Bondholders or their duly authorized representatives may obtain an important
notice regarding the Bonds at the principal office of the Trustee upon presentment of sufficient and acceptable identification.

13. TRUSTEE, NOTICES

(a)  [othe Irustee
All documents required to be submitted to the Trustee pursuant to the Trust Indenture and the Prospectus and all correspondence addressed to the
Trustee shall be delivered to:

To the Trustee

Attention - (@]
Address (@]
Facsimile  : (@]
Telephone: [@]

E-mail : (@]

All documents and correspondence not sent to the above-mentioned address shall be considered as not to have been sent at all.

(b) /o the Bondholders

Notices to Bondholders shall be sent to their mailing address as set forth in the Register of Bondholders when required to be made through registered
mail, surface mail, electronic mail, in case the Bondholder has provided his email address in the Application to Purchase the Bonds or in writing to the
Trustee with instruction to send notices by electronic mail, or personal delivery. Except where a specific mode of notification is provided for herein,
notices to Bondholders shall be sufficient when made in writing and transmitted in any one of the following modes: (i) registered mail; (i) surface mail;
(iii) by one-time publication in a newspaper of general circulation in the Philippines; or (iv) personal delivery to the address of record in the Register of
Bondholders; or (iii) disclosure through the Online Disclosure System of the PDEx. The Trustee shall rely on the Register of Bondholders in determining
the Bondholders entitled to notice. All notices shall be deemed to have been received (i) ten (I0) days from pasting if trans mitted by registered mail; (i)
fifteen (13) days from mailing, if transmitted by surface mail; (iii) on date of publication (iv) on date of delivery, for personal delivery: (v) on date of
transmission from the electronic mail server of the Trustee; and (vi) on the date that the disclosure is uploaded on the website of PDEx, respectively.

A notice to the Trustee is notice to the Bondholders. The publication in a newspaper of general circulation in the Philippines of a press release or news
item about a communication or disclosure made by PLDT to the Securities and Exchange Commission or the PDEx on a matter relating to the Bonds shall
be deemed a notice to the Bondholders of said matter on the date of the first publication.

(c)  Finding and Lonclusive Nature
Except as provided in the Trust Indenture, all notifications, opinions, determinations, certificates, calculations, quotations and decisions given,
expressed, made or obtained by the Trustee for the purposes of the provisions of the Trust Indenture, shall (in the absence of wilful default, bad faith or
manifest error) be binding on PLDT and all Bondholders, and (in the absence as referred above), no liability to PLDT, the Registrar and Paying Agent or
the Bondholders shall attach to the Trustee in connection with the exercise or non-exercise by it of its powers, duties and discretions under the Trust
Indenture.

14. DUTIES AND RESPONSIBILITIES OF THE TRUSTEE
(a)  Lutigs and Responsibilities

i.  The Trustee is hereby appointed as trustee for and in behalf of the Bondholders and accordingly shall perfarm such duties and shall have such
responsibilities as expressly provided in herein.
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ii.  The Trustee shall, in accordance with these Terms and Conditions, monitor the compliance or non-compliance by PLDT with all its representations
and warranties, and PLDT's observance of all its covenants and performance of all its obligations, under and pursuant to this Trust Indenture.

ii. ~ The Trustee shall, prior to the occurrence of an Event of Default or after the curing of all such defaults which may have occurred, perform only
such duties as are specifically set forth in the Trust Indenture and its Terms and Conditions.

iv.  The Trustee, in the performance of its duties, shall exercise such rights and powers vested in it by this Trust Indenture, and use the same degree
of care and skill in their exercise, as a prudent man would exercise or use under the circumstances in the conduct of his own affairs under
similar circumstances.

Liahility of the Trustee
No provision of this Trust Indenture shall be construed to relieve the Trustee from liability for its own gross negligent action, its own gross negligent
failure to act or its willful misconduct, provided that:

i.  prior to the occurrence of an Event of Default or after the curing or the waiver of all Events of Default which may have occurred, in the absence
of bad faith on the part of the Trustee, the Trustee may conclusively rely upon, as to the truth of the statements and the correctness of the
opinion expressed in, any certificate or opinion furnished to the Trustee conforming to the requirements of the Trust Indenture;

ii.  the Trustee shall not be liable for any error of judgment made in good faith by their respective responsible officer or officers, unless it shall be
proven that the Trustee was grossly negligent in ascertaining the pertinent facts; and

ji.  the Trustee shall not be liable with respect to any action taken or omitted to be taken by them in good faith in accordance with the direction of the
Majority Bondholders relating to the time, methad and place of conducting any proceeding for any remedy available to the Trustee or exercising
any trust or power conferred upon the Trustee under the Trust Indenture.

None of the provisions contained in this Trust Indenture shall require the Trustee to expend or risk its own funds or otherwise incur personal financial
liability in the performance of any of their duties or in the exercise of any of their rights or powers if, in the determination of the Trustee, there is
reasonable ground for believing that the repayment of such funds or liability is not reasonably assured to them under the terms of this Trust Indenture.

Ability to Consult Lounsel

The Trustee may consult with reputable counsel in connection with the duties to be performed by the Trustee under this Trust Indenture and any opinion
of such counsel shall be full and complete authorization and protection in respect of any action taken or omitted to be taken by the Trustee hereunder in
good faith and in accordance with such opinion; provided that, prior to taking or not taking such action for which opinion of counsel is sought, the
Trustee shall inform PLDT of the relevant opinion of counsel; provided further that, the Trustee shall not be bound by the foregoing condition to infarm
PLDT of counsel's opinion if the opinion of counsel which is being sought by the Trustee pertains to, or involves actions to be undertaken due to, an Event
of Default or issues pertaining thereto.

Notwithstanding any provision of the Trust Indenture authorizing the Trustee conclusively to rely upon any certificate or opinion, the Trustee may,
before taking or refraining from taking any action in reliance thereon, require further evidence or make any further investigation as to the facts or
matters stated therein which they may in good faith deem reasonable in the circumstances; and the Trustee shall require such further evidence or
make such further investigation as may reasonably be requested in writing by the Majority Bondhalders.

The Trustee as Dwner of the Bonds

The Trustee, in its individual or any other capacity, may become a holder of the Bonds with the same rights it would have if it were not the Trustee and
the Trustee shall otherwise deal with PLDT in the same manner and to the same extent as though it were not the Trustee hereunder; pravided, that such
ownership shall not be considered a conflict of interest requiring resignation or change of the Trustee under Section 4(e) below.

Resignation and Lhange of Irustee
The Trustee may at any time resign by giving sixty (B0) days prior written notice to PLOT and ta the Bondhalders of such resignation.

Upon receiving such notice of resignation of the Trustee, PLDT shall immediately appoint a successor trustee by written instrument in duplicate,
executed by its authorized officers, one (1) copy of which instrument shall be delivered to the resigning Trustee and one (1) copy to the successor
trustee. If no successor shall have been so appointed and have accepted appointment within forty-five (43) days after the resigning Trustee has served
its notice of resignation on PLOT, the resigning Trustee, on behalf of the Bondholders and with prior written notice to PLDT, may appaint a successor
trustee. Upon the acceptance of any appointment as trustee hereunder by a successor trustee, such successor trustee shall thereupon succeed to and
become vested with all the rights, powers, privileges and duties of the resigning Trustee, and the resigning Trustee shall be discharged from its duties
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(h)

and obligations hereunder. The resigning Trustee shall cooperate with the successor trustee and the Bondholders in all reasonable ways to ensure an
orderly turnover of its functions and the records in its custody. Subject to the provisions of Section 14(f) below, such a successor trustee should
possess all the qualifications required under pertinent laws.

In case at any time the Trustee shall become incapable of acting, or has acquired conflicting interest, or shall be adjudged as bankrupt or insolvent, or a
receiver for the Trustee, or of its property shall be appointed, or any public officer shall take charge or control of the Trustee, or of its properties or
affairs for the purpose of rehabilitation, conservation or liquidation, then PLDT may within thirty (30) days therefrom remove the Trustee concerned,
and appoint a successor trustee, by written instrument in duplicate, executed by its authorized officers, one copy of which instrument shall be delivered
to the Trustee so removed and one (1) copy to the successor trustee. |f PLDT fails to remove the Trustee concerned and appoint a successor trustee,
any bona fide Bondholder shall petition any court of competent jurisdiction for the removal of the Trustee concerned and the appointment of a
successor trustee. Such court may thereupon after such notice, if any, as it may deem proper, remove the Trustee and appoint a successor trustee.
Upon the acceptance of any appointment as trustee hereunder by a successor trustee, such successor trustee shall thereupon succeed to and become
vested with all the rights, powers, privileges and duties of the removed Trustee, and the removed Trustee shall be discharged from its duties and
obligations hereunder. The removed Trustee shall cooperate with the successor trustee and the Bondholders in all reasonable ways to ensure an
orderly turnover of its functions and the records in its custody. Subject to the provisions of Section 14(f) below, such successor trustee should possess
all the qualifications required under pertinent laws.

The Majarity Bondholders may at any time remove the Trustee for cause, and appoint a successor trustee, by the delivery to the Trustee so removed, to
the successor trustee and to PLDT, the required evidence under the provisions on Evidence Supporting the Action of the Bondholders in the Terms and
Conditions.

Any resignation or removal of the Trustee and the appointment of a successor trustee pursuant to any of the provisions of this Subsection shall become
effective upon the earlier of: (i) acceptance of appointment by the successor trustee; or (i) the effectivity of the resignation notice sent by the Trustee
(the "Resignation Effective Date") or the lapse of the 30-day period from the time the cause for removal (the “Removal Effective Date”) provided,
however, that after the Resignation Effective Date and Remaval Effective Date, as relevant, until a successor trustee is qualified and appointed (the
“Holdover Period"), the resigning Trustee shall discharge duties and respansibilities solely as a custodian of records for turnover to the successor
Trustee promptly upon the appointment thereof by PLDT, provided further that the resigning Trustee shall be entitled the fee stipulated in Section 2.2 of
the Trust Indenture during the Holdover Period.

Successar Trustee

Any successor trustee appointed as provided this paragraph shall execute, acknowledge and deliver to PLDT and to its predecessor Trustee an
instrument accepting such appointment hereunder, and thereupan the resignation or removal of the predecessor Trustee shall become effective and
such successor trustee, without further act, deed or conveyance, shall become vested with all the rights, powers, trusts, duties and obligations of its
predecessor in the trusteeship hereunder with like effect as if originally named as trustee herein; but, nevertheless, on the written request of PLDT or
of the successor trustee, the Trustee ceasing to act shall execute and deliver an instrument transferring to such successor trustee, upon the
trusteeship herein expressed, all the rights, powers and duties of the Trustee so ceasing to act. Upon request of any such successor trustee, PLOT
shall execute any and all instruments in writing as may be necessary to fully vest in and confer to such successor trustee all such rights, powers and
duties.

Upon acceptance of the appointment by a successor trustee as provided in this Subsection, PLDT shall notify the Bondholders in writing of the
succession of such trustee to the trusteeship herein provided. If PLDT fails to notify the Bondholders within ten (I0) days after the acceptance of
appointment by the trustee, the latter shall cause the Bondholders to be notified at the expense of PLDT.

Merger or Lonsolidation

Any corporation into which the Trustee may be merged or with which it may be consolidated or any corporation resulting from any merger or
consolidation to which the Trustee shall be a party or any corporation succeeding to the business of the Trustee shall be the successor of the Trustee
hereunder without the execution or filing of any paper or any further act on the part of any of the parties hereto, anything herein to the contrary
notwithstanding, provided that, such successor trustee shall be eligible under the provisions of this Trust Indenture and the Securities Regulation Code:
however, where such successor trustee is not qualified under the pertinent Laws, then the provisions under Section 14(e) shall apply.

Reliance
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In the perfarmance of its ohligations under this Trust Indenture, the Trustee is entitled to rely on the records of the Registrar, but shall exercise such
judgment and care under the circumstances then prevailing, that individuals of prudence, discretion and intelligence, and familiar with such matters
exercise in the management of their own affairs.

In addition, the Trustee shall nat be held liable for any of its act or omission unless (i) such act or omission was committed with fraud, evident bad faith,
gross or willful negligence, or (i) the Trustee failed to exercise the skill, care, prudence and/or diligence required by law and under the circumstances.

15. REPORTS TO BONDHOLDERS

16.

(a)

The Trustee shall submit to the Bondholders on or before February 28 of each year from the relevant Issue Date until full payment of the Bonds a brief
report dated as of December 31 of the immediately preceding year with respect to:

i.  The funds, if any, physically in the possession of the Paying Agent held in trust for the Bondholders on the date of such report; and
ii.  Any action taken by the Trustee in the performance of its duties under the Trust Indenture which it has not previously reported and which in its
opinion materially affects the Bonds, except action in respect of a default, notice of which has been or is to be withheld by it.

The Trustee shall submit to the Bondholders a brief report within ninety (30) days from the making of any advance for the reimbursement of which it
claims or may claim a lien or charge which is prior to that of the Bondholders on the property or funds held or collected by the Paying Agent with
respect to the character, amount and the circumstances surrounding the making of such advance; provided that, such advance remaining unpaid
amounts to at least ten percent (10%) of the aggregate outstanding principal amount of the Bonds at such time.

The following pertinent documents may be inspected during regular business hours on any Banking Day at the principal office of the Trustee:

i.  Trust Indenture

ii.  Registry and Paying Agency Agreement

ji.  Articles of Incorporation and By-Laws of the Company

iv.  Registration Statement of the Company with respect to the Bonds

MEETINGS OF THE BONDHOLDERS

A meeting of the Bondholders may be called at any time and from time to time for the purpose of taking any actions authorized to be taken by or on behalf of
the Bondholders of any specified aggregate principal amount of Bonds under any other provisions of the Trust Indenture or under the law and such other
matters related to the rights and interests of the Bondholders under the Bands.

(a)

Notice of Meetings

The Trustee may at any time call a meeting of the Bondholders, or the holders of at least twenty-five percent (25.0%) of the aggregate outstanding
principal amount of Bonds may direct the Trustee to call a meeting of the Bondholders, to take up any allowed action, to be held at such time and at such
place as the Trustee shall determine. Notice of every meeting of the Bondholders, setting forth the time and the place of such meeting and the purpose
of such meeting in reasonable detail, shall be sent by the Trustee to PLOT and to each of the registered Bondholders not earlier than 15 days nor later
than 43 days prior to the date fixed for the meeting. All reasonable costs and expenses incurred by the Trustee for the proper dissemination of the
requested meeting shall be reimbursed by PLOT within ten (10) days from receipt of the duly supported billing statement.

Failure of the Trustee to Lall a Meeting

In case at any time PLDT, pursuant to a resolution of its board of directors or executive committee, or the holders of at least twenty-five percent
(25.0%) of the aggregate outstanding principal amount of the Bonds, shall have requested the Trustee to call a meeting of the Bondhaolders by written
request setting forth in reasonable detail the purpose of the meeting, and the Trustee shall not have mailed and published, in accordance with the notice
requirements, the notice of such meeting within seven (7) days after receipt of such request, then PLDT or the Bondhalders in the percentage above
specified may determine the time and place for such meeting and may call such meeting by mailing and publishing natice thereaf.

Hvorum

The presence of the Majority Bondholders, persanally or by proxy, shall be necessary to constitute a quorum to do business at any meeting of the
Bondholders except for any meeting called by PLOT solely for the purpose of obtaining the consent of the Bondholders to an amendment of the Trust
Indenture or the Bonds or waiver of any provisions of the Trust Indenture or the Bonds, where the failure of any Bondholder to transmit an objection to
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17.

(e)

such proposal of PLDT after at least two (2) notices to such Bondholder have been sent by the Trustee, will be considered by the Trustee as an
affirmative vote (and such Bondholder will be considered present for quorum by the Trustee) for the proposal of PLDT.

Fracedure for Megtings

i.  The Trustee shall preside at all the meetings of the Bondholders unless the meeting shall have been called by PLDT or by the Bondholders, in
which case PLDT or the Bondholders calling the meeting, as the case may be. shall in like manner move for the election of the chairman and
secretary of the meeting.

ii. — Any meeting of the Bondholders duly called may be adjourned from time to time for a period or periods not to exceed in the aggregate of one (1)
year from the date for which the meeting shall ariginally have been called and the meeting as so adjourned may be held without further notice.
Any such adjournment may be ordered by persons representing a majority of the aggregate principal amount of the Bonds represented at the
meeting and entitled to vote, whether or not a quorum shall be present at the meeting.

Vating Rights

To be entitled to vote at any meeting of the Bondholders, a person shall be a registered holder of one (1) or more Bonds or a person appointed by an
instrument in writing as proxy by any such holder as of the date of the said meeting. Bondholders shall be entitled to one vote for every Ten Thousand
Pesos (Phpl0,000.00) face value of the Bonds held at the relevant time. The only persons who shall be entitled to be present or to speak at any
meeting of the Bondholders shall be the persons entitled to vote at such meeting and any representatives of PLDT and its legal counsel.

Vating Requirement

All matters presented for resolution by the Bondholders in a meeting duly called for the purpose shall be decided or approved by the affirmative vote of
the Majority Bondholders present or represented in a meeting at which there is a quorum except as otherwise provided in the Trust Indenture. Any
resolution of the Bondholders which has been duly approved with the required number of votes of the Bondholders as herein provided shall be binding
upon all the Bondholders and PLDT as if the votes were unanimaous.

Role of the Trustee in Meetings of the Bondholders

Notwithstanding any other provisions of the Trust Indenture, the Trustee may make such reasonable requlations as it may deem advisable for any
meeting of the Bondhalders, in regard to proof of ownership of the Bonds, the appointment of proxies by registered holders of the Bonds, the election of
the chairman and the secretary, the appointment and duties of inspectors of votes, the submission and examination of proxies, certificates and other
evidences of the right to vote and such other matters concerning the conduct of the meeting as it shall deem fit. The minutes of each meeting and any
resolution made thereat shall be taken by the Trustee.

AMENDMENTS

(a)

PLDT and the Trustee may amend or waive any provisions of the Bond Agreements if such amendment or waiver is of a formal, minar, or technical
nature or to correct a manifest error or inconsistency, without prior notice to or the consent of the Bondholders or other parties, provided in all cases
that such amendment or waiver does not adversely affect the interests of the Bondholders and provided further that all Bondholders are notified of
such amendment or waiver.

PLDT and the Trustee may amend the Terms and Conditions of the Bonds with notice to every Bondholder following the written consent of the Majority
Bondhalders (including consents obtained in connection with a tender offer or exchange offer for the Bonds) or a vote of the Majority Bondholders at a
meeting called for the purpose. However, without the consent of each Bondholder affected thereby, an amendment may not:

i reduce the percentage of principal amount of Bonds outstanding that must consent to an amendment or waiver;

i. reduce the rate of or extend the time for payment of interest on any Bond;

ii. reduce the principal of or extend the Maturity Date of any Bond;

iv. impair the right of any Bondholder to receive payment of principal of and interest on such Holder's Bonds on or after the due dates therefare or
to institute suit for the enforcement of any payment on or with respect to such Bondholders;
v. reduce the amount payable upon the redemption or repurchase of any Bond under the Terms and Conditions or change the time at which any

Bond may be redeemed:
vi.  make any Bond payable in money other than that stated in the Bond;
vi.  subordinate the Bonds to any other obligation of PLDT;
vii.  release any security interest that may have been granted in favor of the Bondhaolders;
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18.

19.

20.

21.

iX. amend or modify the Payment of Additional Amounts, Taxation, the Events of Default of the Terms and Conditions or the Waiver of Default by the
Bondhalders: or
X. make any change or waiver of this Condition.

It shall not be necessary for the consent of the Bondholders under this Condition to approve the particular form of any proposed amendment, but it
shall be sufficient if such consent approves the substance thereof. After an amendment under this Condition becomes effective, PLDT shall send a notice
briefly describing such amendment to the Bondholders in the manner provided in Section 13(b).

EVIDENCE SUPPORTING THE ACTION OF THE BONDHOLDERS

Wherever in the Trust Indenture it is provided that the holders of a specified percentage of the aggregate outstanding principal amount of the Bonds may take
any action (including the making of any demand or requests, the giving of any notice or consent or the taking of any other action), the fact that at the time of
taking any such action the holders of such specified percentage have joined therein may be evidenced by: (i) any instrument executed by the Bondholders in
person or by the agent or proxy appointed in writing or (i) the duly authenticated record of voting in favor thereof at the meeting of the Bondholders duly
called and held in accordance herewith or (i) a combination of such instrument and any such record of meeting of the Bondholders.

NON-RELIANCE

Each Bondholder also represents and warrants to the Trustee that it has independently and, without reliance on the Trustee, made its own credit investigation
and appraisal of the financial condition and affairs of PLDT on the basis of such documents and information as it has deemed appropriate and that he has
subscribed to the Issue on the basis of such independent appraisal, and each Bondholder represents and warrants that it shall continue to make its own credit
appraisal without reliance on the Trustee. The Bondholders agree to indemnify and hold the Trustee harmless from and against any and all liabilities,
damages, penalties, judgments, suits, expenses and other costs of any kind or nature with respect to its obligations under the Trust Indenture, except for its
gross negligence or wilful misconduct.

GOVERNING LAW

The Bond Agreements are governed by and are construed in accordance with Philippine law.

WAIVER OF PREFERENCE

The obligations created under the Bond Agreements and the Bonds shall not enjoy any priority of preference or special privileges whatsoever over any
indebtedness or obligations of PLDT. Accordingly, whatever priorities or preferences that this instrument may have or any person deriving a right hereunder
may have under Article 2244, paragraph 14 of the Civil Code of the Philippine are hereby absolutely and unconditionally waived and renounced. This waiver and
renunciation of the priority or preference under Article 2244, paragraph 14 of the Civil Code of the Philippines shall be revoked if it be shown that an
indebtedness of PLDT for borrowed money has a priority or preference under the said provision.
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INTERESTS OF NAMED EXPERTS
LEGAL MATTERS
Certain Philippine legal matters with respect to the Offer and issuance of the Bonds were passed upon for the Joint Issue Managers and Joint Lead Undewriters by
Picazo, Buyco, Tan, Fider & Santos. Picazo Buyco Tan Fider & Santos has no shareholdings in PLDT, or any right, whether |egally enforceable or nat, to nominate
persons or to subscribe to the securities of PLDT, in accordance with the standards on independence required in the Code of Professional Responsibility and as
prescribed by the Supreme Court of the Philippines. Picazo Buyco Tan Fider & Santos may, from time to time be engaged by PLDT to advise in its transactions and
perform legal services to the same basis that Picazo Buyco Tan Fider & Santos provides such services to other clients.
The named independent legal counsel has not acted and will not act as promoter, underwriter, voting trustee, officer or employee of PLDT.
INDEPENDENT AUDITORS
SyCip Gorres Velayo & Co., a member practice of the Ernst & Young Global, the independent auditors appointed by our Audit Committee, has audited our consolidated
financial statements as at December 31, 2012 and 201, and for each of the three years in the period ended December 31, 2012 in accordance with Philippine
Standards on Auditing and expressed their opinion on the fairness of presentation upon completion of such audit.

Independent Auditor's Fees and Services

The following table summarizes the fees paid or accrued for services rendered by our independent auditar for the years ended December 31, 2012 and 2011:

2012 201
(in millions)
Audit Fees Phpd4 Phpd4
All Dther Fees 17 13
Total PhpBl Php53

Audit Fees. This category includes the audit of our annual financial statements, review of interim financial statements and services that are normally provided by
the independent auditor in connection with statutory and regulatory filings or engagements for those fiscal years. This category also includes advice on audit and
accounting matters that arose during, or as a result of, the audit or the review of interim financial statements.

Audit-Related Fees. Other than the audit fees, we did not have any other audit-related fees for the years ended December 31, 2012 and 2011,

Jax Fees. We did not have any tax fees for the years ended December 31, 2012 and 2011,

All Other Fees. This category consists primarily of fees with respect to our Sarbanes-Oxley Act 404 assessment, certain projects and out-of-pocket and incidental
EXPENSES.

The fees presented above includes out-of-pocket expenses incidental to our independent auditors' work, amount of which do not exceed 8% of the agreed-upon
engagement fees.

Dur Audit Committee pre-approved all audit and non-audit services as these are proposed or endorsed before these services are performed by our independent
auditor.

We have no disagreements with our independent auditor on any matter of accounting principles or practices, financial statement disclosure, or auditing scope or
procedure.

DESCRIPTION OF BUSINESS
COMPANY OVERVIEW

We are the leading telecommunications service provider in the Philippines. Through our three principal business segments, wireless, fixed line and others, we offer
the largest and most diversified range of telecommunications services across the Philippines’ most extensive fiber optic backbone and wireless, fixed line and
satellite netwarks.
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We are the leading fixed line service provider in the Philippines accounting for approximately 63% of the total reported fixed line subscribers nationwide as at
September 30, 2013. Smart is the leading cellular service provider in the country, and together with the other PLDT Group cellular service provider, DMPI, account
for approximately 7% of total reported cellular subscribers nationwide as at September 30, 2013. We have interests in the BPD sector, including the operation of
our customer relationship management and knowledge processing solutions business. In December 2012, our Board of Directors authorized the sale of our BPO
business and our BP0 segment was classified as a discontinued operation.

Dur common shares are listed and traded on the PSE and our ADSs, evidenced by ADRs, are listed and traded on the NYSE in the United States.

We had a market capitalization of approximately PhpB43.414 million and Phpa46.621 as at September 30, 2013 and December 31, 2012, respectively, representing one
of the largest market capitalizations among Philippine-listed companies. We had total revenues of Phpl24,985 million and net income attributable to equity holders
of PLDT of PhpZ8.954 million for the nine months ended September 30, 2013. Total revenues and net income attributable to equity holders of PLDT amounted to
Php!72.626 million and Php35.454 million, respectively, for the year ended December 31, 2012.

We operate under the jurisdiction of the NTC, which jurisdiction extends, among other things, to approving major services that we offer and rates that we can
charge.

As at September 30, 2013, our chief operating decision maker, or our Management Committee, views our business activities in three business units: Wireless, Fixed
Line and Others. On December 4, 2012, our Board of Directors authorized the sale of our BP0 segment. Consequently, as at December 31, 2012, the BP0 segment
was classified as discontinued operations and a disposal group held-for-sale. The BP0 segment met the criteria of an asset to be classified as held-for-sale as at
December 31, 2012 far the following reasons: (1) the BP0 segment is available for immediate sale and can be sold to a potential buyer in its current condition; (2) the
Board of Directors had approved the plan to sell the BP0 segment and we entered into preliminary negotiations with a potential buyer and should negotiations with a
potential buyer not lead to a sale, we expect to be able to seek other sale opportunities as a number of other potential buyers had been identified; and (3) the Board
of Directors expected neqotiations to be finalized and the sale to be completed in April 2013. Thus, we adjusted the comparative consolidated income statement for
the nine months ended September 30, 2012 to present the results of operations of our BPO business as discontinued operations.

0n February &, 2013, PLDT entered into an agreement to sell the BPO business owned by its wholly-owned subsidiary, SPi Global (including the businesses described
below), to Asia Outsourcing Gamma Limited, ar ADGL, a company contralled by CVEC Capital Partners, or CVC. The sale of the BP0 business was completed on April
30, 2013. PLDT reinvested approximately US$40 million of the proceeds from the sale in Beta resulting in an approximately 13.7% interest, and will continue to
participate in the growth of the business as a partner of CVC. Upon the completion of the sale, PLDT will be subject ta certain obligations, including: (1) an obligation,
for a period of five years, not to carry on or be engaged or concerned or interested in or assist any business which competes with the business process
outsourcing business as carried on at the relevant time or at any time in the 12 months prior to such time in any territory in which business is carried on (excluding
activities in the ordinary course of PLDT's business); and (2) an obligation, for a period of five years, to provide transitional services on a most-favored-nation basis
(i.e., no less favorable material terms (including pricing) than those offered by PLDT or any of its controlled affiliates to any other customer in relation to services
substantially similar to those provided or to be provided). In addition, PLDT may be liable for certain damages actually suffered by ADGL arising out of, amang
others, breach of representation, tax matters and non-compliance with Indian employment laws by SPi Technologies India Pyt. Ltd., a wholly-owned subsidiary of SPi.
See Note 7 - Summary of Significant Accounting Policies - Discontinued [perations and Note 3 - Managements Use of Accounting Judgments, Estimates and
Assumptions - Assets Held-for-Sale and Discontined [perations to the accompanying consolidated financial statements for further discussion.

Qur principal executive offices are located at the Ramon Cojuangco Building, Makati Avenue, Makati City, Philippines and our telephone number is +(632) 816-8534.
Qur website address is www.p/dt.com. The contents of our website are not a part of this Prospectus.

BUSINESS OVERVIEW
Wireless

We provide (1) cellular and (2) wireless broadband, satellite and other services through our wireless business, which contributed about 31% and 3% of our wireless
service revenues, respectively, in each of first nine months of 2013 and 2012. In previous years, rapid growth in the cellular market has resulted in a change in our
revenue composition, with cellular service becoming our largest revenue source, surpassing our fixed line revenues in 2003. Cellular data services, which include
all text messaging and text-related services ranging from ordinary SMS to VAS, contributed significantly to our revenue increase.

In the first nine months of 2013, the combined number of subscribers of Smart and Sk Le/lufar subscribers increased by 3,898,037, or 6%, to 72.498.270 from
68,099,733 in the same period in 2012. The growth was mainly due to a combination of organic subscriber growth and multiple SIM card ownership. The continued
popularity of multiple SIM card ownership, together with unlimited voice offers, resulted in a decrease in our ARPL. Cellular penetration in the Philippines reached
approximately 10% as at September 30, 2013, or approximately seven times the country's fixed line penetration, although the existence of subscribers owning
multiple SIM cards overstates this penetration rate to a certain extent.

Approximately 96% and 1% of Smart and Suz Lellular subscribers, respectively, as at September 30, 2013 were prepaid service subscribers and subscriber gains
in 2012 were predominantly attributable to their respective prepaid services. The predominance of prepaid service reflects one of the distinguishing characteristics
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of the Philippine cellular market, allowing us to increase and broaden subscriber base without handset subsidies and reducing billing and administrative costs on a
per-subscriber basis, as well as to contral credit risk.

(ur cellular subscriber growth has also been driven by text messaging. Text messaging continues to be popular in the Philippines, particularly on the prepaid
platform, as it provides a convenient and inexpensive alternative to voice and e-mail based communications. Cellular data service revenues were at Php38.735
million in the first nine months of 2013 increasing from Php38.264 million in the same period in 2012.

Smart's cellular network is the most extensive in the Philippines, covering substantially all of Metropolitan Manila and most of the other major population centers in
the Philippines. Its dual-band GSM network allows it to efficiently deploy high capacity 1800 MHz BTS in dense urban areas while its 900 MHz BTS can be much more
economically deployed in potentially high growth, but less densely populated provincial areas. We have rolled out a 36 network based on a wideband-code division
multiple access technology and are currently upgrading our wireless broadband facilities. With 20,657 cellular/mobile broadband base stations as at September
30, 2013. our cellular network covers approximately 39% of all towns and municipalities in the Philippines, accounting for approximately 99% of the population.

DMPI transformed its transmission backbone network from a linear architecture to a ring topology. which allows for greater redundancy to ensure service reliability
and quality. Additionally, DMPI developed an advanced 3G netwaork that is currently operational in various provinces nationwide. We believe DMPI has developed an
advanced network infrastructure that is highly efficient and can be easily scaled to accommodate increased subscriber base for its 26 and 36 business and
increased network traffic from “unlimited” plans offered to subscribers of Suz Le/ifar: Smart and DMPI have defined a synergy plan whereby certain cell sites will
be co-located. When the plan is fully implemented, it is expected that this will lead to generate savings in terms of capex optimization, cost efficiencies and
reductions in cost duplications.

Fixed Line

We are the leading provider of fixed line telecommunications services throughout the country, servicing retail, corporate and small medium enterprise, or SME,
clients. Our fixed line business group offers local exchange, international long distance, national long distance, data and other network and miscellaneous services.
As at September 30, 2013, we had 2,073,831 fixed line subscribers, a decrease of 93,357 from the 2,127,188 fixed line subscribers as at September 30, 2012. For the
nine months ended September 30, 2013 and 2012, total revenues from our fixed line business were 39% and 37%. respectively. National long distance revenues
have been declining largely due to a drop in call valumes as a result of continued popularity of alternative means of communications such as texting. e-mailing and
internet telephony. An increase in our data and other network service revenues in recent years have mitigated such decline to a certain extent. Recognizing the
growth potential of data and other network services, we have put considerable emphasis on the development of new data-capable and IP-based networks.

Qur 11100-kilometer long DFON is complemented by an extensive digital microwave backbone operated by Smart. These microwave netwarks complement the higher
capacity fiber optic networks and are vital in delivering reliable services to areas not covered by fixed terrestrial transport network. Our fixed line network reaches
all of the major cities and municipalities in the Philippines, with a concentration in the Metropolitan Manila area. Our network offers the country's most extensive
connections to international networks through two international gateway switching exchanges and various regional submarine cable systems in which we have
interests.

Others

[ther business consists primarily of PCEV, an investment holding company which has an interest in Meralco shares through its interest in Beacon's outstanding
common stock and preferred stock, PGIC, an investment company which has an interest in SPi Group through its interest in Beta's outstanding comman and
preferred stocks, and PGIH.

ORGANIZATION

PLDT Group includes the following significant subsidiaries as at September 30, 2013:

Place of Percentage of Ownership
Name of Subsidiary Incorporation Principal Business Activity Direct Indirect
Wireless
Smart: Philippines Cellular mobile services 100.0 -
Smart Broadband, Inc., or SBI, and Subsidiary Philippines Internet broadband distribution services - 100.0
Primewarld Digital Systems, Inc., or POSI Philippines Internet broadband distribution services - 100.0
|-Contacts Corporation Philippines Call center services - 100.0
Wolfpac Mabile, Inc., or Wolfpac Philippines Mobile applications development and services - 100.0
Wireless Card, Inc. Philippines Promotion of the sale and/or patronage of debit and/ar - 100.0
charge cards
Smart e-Maney, Inc.. or SeMI (farmerly Smarthub, Inc., or SHI)® Philippines Software development and sale of maintenance and - 100.0
support services
Smart Money Holdings Corporation, Cayman Islands Investment company - 100.0
or SMHC:
Smart Money, Inc., or SMI Cayman Islands Mobile commerce solutions marketing - 100.0
Far East Capital Limited and Subsidiary, Cayman Islands Cost effective offshore financing and risk management - 100.0
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Place of Percentage of Ownership

Name of Subsidiary Incorporation Principal Business Activity Direct Indirect
or FECL Group activities for Smart
PH Communications Holdings Corporation Philippines Investment company - 100.0
Francom Holdings, Inc.: Philippines Investment company - 100.0
Connectivity Unlimited Resource Enterprise, or CURE Philippines Cellular mobile services - 100.0
Chikka Holdings Limited, or Chikka, and Subsidiaries, or Chikka Group British Virgin Islands Mobile applications development and services; - 100.0
Content provider
Smarthub Pte. Ltd., or SHPL: Singapore Investment company - 100.0
Takatack Pte. Ltd. (formerly SmartConnect Blobal Pte. Ltd,, or SGP® Singapore International trade of satellites and Global System for - 00.0
Mobile Communication, or GSM, enabled global telecommunications
3¢ Brand Pte. Ltd, or 3 Brand Singapore Solutions and systems integration services - 85.0
Voyager Innovations, Inc., or Voyager™ Philippines Mobile applications development and services - 100.0
Telesat, Inc. Philippines Satellite communications services 100.0 -
ACeS Philippines Cellular Satellite Corporation, Philippines Satellite information and messaging services 885 [[]
or ACeS Philippines
Mabuhay Investment Carporation Philippines Investment company B7.0 -
(formerly Mabuhay Satellite Corporation),
or MIC®
Digitel Mabile Philippines, Inc., or DMPI, Philippines Cellular mabile services - 98.9
a whally-owned subsidiary of Digitel
Fixed Line
PLOT Clark Telecom, Inc., or ClarkTel Philippines Telecommunications services 100.0 -
PLDT Subic Telecom, Inc., or SubicTel Philippines Telecommunications services 100.0 -
PLDT Global Corporation, or PLOT Global, and Subsidiaries British Virgin Islands Telecommunications services 100.0 -
Smart-NTT Multimedia, Inc.? Philippines Data and network services 100.0 -
PLDT-Philcom, Inc., or Philcom, and Subsidiaries, or Philcom Group Philippines Telecommunications services 100.0 -
ePLDT, Inc., or ePLDT®: Philippines Information and communications infrastructure for internet-based services, e- 100.0 -
commerce, customer relationship management and information technology, or
T,
related services
P Converge Data Services, Inc.. or IPCDSI® Philippines Information and communications infrastructure for internet-based services, e- - 100.0
commerce, customer relationship management and IT related services
ABM Glabal Solutions. Inc.. or ABS. and Subsidiaries. or ABS Broup™® Philippines Internet-based purchasing, T consulting and professional services - 932
ePDS, Inc., or ePDS Philippines Bills printing and other related value-added services, or VAS - B7.0
netBames, Inc., or netBames” Philippines Baming support services - 975
Digitel. Philippines Telecommunications services 99.5 -
Digitel Capital Philippines Ltd., or DCPLY British Virgin Islands Telecommunications services - 99.5
Digitel Information Technology Philippines Internet services - 99.5
Services, Inc. ¥
PLDT-Maratel, Inc., or Maratel Philippines Telecommunications services 98.0 -
Bonifacio Communications Corporation, or BOO Philippines Telecommunications, infrastructure and related VAS 7.0 -
Pilipinas Global Network Limited, or PGNL, British Virgin Islands International distributor of Filipina channels and content 60.0 -
and Subsidiaries
Others
PLDT Global Investments Holdings, Inc., Investment company 100.0 -
or PGIH (formerly SPi Blobal Holdings, Inc.) "™ Philippines
SPi Global Investments Limited, or SGIL Investment company - 100.0
British Virgin Islands
PLDT Global Investments Corporation, or PGIC British Virgin Islands Investment company - 100.0
PLDT Communications and Energy Ventures, Inc., or PCEV Philippines Investment company - 998

(a)

U July 8 2003, by the majority vote of the Board of Directars and Stockholders, SHI filed with Philigpine Securities and Fxchange Commission, or Philjppine SEL the amended Articles of lncorporation changing the registered
business name of SHI to Smart e-Maney, Inc., or SeM!

U September 28 2013, by a special resolution of the Board of Oirectors, SGF resolved to change its registered business name to Jakatack Pee. [td

U Jamuary 7. 2013, Vayager was incorporated in the Philigpine SEL to provide mobile agplications development and services.

Leased commercial aperations.

Leased commercial aperations; however, on January 15, 200, the Philigpine SEC approved the amendment of MIE's Articles of Incorporation changing its name from Mabuhay Satellite Lorporation to Mabuhay Ivestment
Lorporation and its primary purpose from satellite communication to holding company.

L June I, 2007, MySecureSjgn, Inc., or MSS), and ePLOT were merged. wherein ePLOT became the surviving company.

[y Motober 12 20, ePLOT acquired 100% equity interest in IPLOS].

Iy Jamuary 2003, ePLOT acquired an additional 2% equity interest in AGS fram its minority sharehalders for a consideration of PhpZ millon, thereby increasing ePLOTs ownership in AGS from 971% to 39.2%

Leased commercial aperations in January 2015,

D Liguidated in January 2003,

© Lorporate life shortened until June 2015,

D Ly Jume 5 2003, the Phillgpine SEL approved the change in the name of SPi Global Holdings, Inc. to PLOT Blobal nvestments Holdings, fnc.

[
()
@
(e

™[Iy December 4 20, our Board of Directors authorized the sale of our Business Process (utsourcing, or BPU segment thus, the BPL segment was classified as discantinued operations and a disposal group held-for-sale. The
sale of the BPL segment was completed on April 50, 2015, See - Discontinued [perations and Note 3 - Ms s Use of A Z Estimates and Assumptions - Discontined Uperations.
DEVELOPMENT ACTIVITIES

Business Reorganization

(n July 7, 2010, our Board of Directars approved the reorganization of the ePLOT Group into two business groups: (i) the ICT business group which provides data
center services, internet and online gaming services and business solutions and applications, and which was subsequently incorporated into our fixed line business;
and (ii) the BP0 business group, which covers customer relationship management ar call center operations under SPi CRM; and content solutions, medical hilling and
coding and medical transcription services under SPi.
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On July 5, 2011, our Board of Directors approved the spin off of SPi and SPi CRM from ePLDT and transferred the ownership of SPi Global to PLDT, and to place both
SPi and SPi CRM under SPi Global. Subsequently, the Board of Directors decided to include Infocom in the spin-off. The reorganization was completed on December
B, 20. See Nate 17 - lnvestments in Associates and Joint Ventures and Deposit to the accompanying audited consolidated financial statements.

PCEV transferred its cellular business to Smart in August 2009 and acquired 223 million common shares, or about 20% equity interest in Meralco, in March 2010,
PCEV acquired 0% equity interest in Beacon on March 30, 2010 and subsequently transferred 154.2 million and 68.8 million Meralco common shares to Beacon on
May 12,2010 and October 25, 20, respectively. As a result, PCEV became an investment company and was reclassified from Wireless to Others business segment.

ePLDT’s Sale of Investments in Digital Paradise and Level Up!

As part of ePLDT's business realignment and continuing efforts to dispose its non-core businesses, ePLDT sold its entire 72% interest in Digital Paradise on April |,
2011, which was followed by the sale of its 57.5% interest in Level Up! on July {1, 2011,

ePLDT’s Additional Investment in ePDS

(n August 24, 2011, ePLDT acquired an additional 7% of the equity interest of ePDS from Quantium Solutions International Pte. Ltd., or Quantium (formerly G3
Warldwide ASPAC), a private limited company, resulting in the increase of ePLDT's equity interest in ePDS from a0% ta 67%. See Motz 17 - lnvestment in Associates
and Joint Ventures and Depositand Note 15 - Business Lombinations and Acquisition of Noncontrolling Interests - ePLOTs Acquisition of 8PS to the accompanying
audited consolidated financial statements for further discussion.

PCEV'’s Investment in Beacon

(n March 1, 2010, PCEV, MPIC, and Beacon, entered into an Omnibus Agreement, or OA. Beacon was organized with the sole purpose of holding the respective
shareholdings of PCEV and MPIC in Meralco. PCEV and MPIC are Philippine affiliates of First Pacific and both held equity interest in Meralco. Under the OA, PCEV and
MPIC have agreed ta set out their mutual agreement in respect of, among other matters, the capitalization, organization, conduct of business and the extent of their
participation in the management of the affairs of Beacon.

Beacon's authorized capital stock of Phpa, 000 million consists of 3 billion comman shares with a par value of Phpl per share and 2 billion preferred shares with a
par value of Phpl per share. The preferred shares of Beacon are non-voting, not convertible to comman shares or any shares of any class of Beacon and have no
pre-emptive rights to subscribe to any share or convertible debt securities or warrants issued or sold by Beacon. The preferred shareholder is entitled to
liquidation preference and yearly cumulative dividends at the rate of 7% of the issue value subject to: (a) availability of unrestricted retained earnings; and (b)
dividend payment restrictions imposed by Beacon's bank creditors.

[n March 30, 2010, MPIC subscribed to 1.156.5 million comman shares of Beacon and approximately 801 million preferred shares of Beacon in consideration of: (1)
the transfer of I63.6 million Meralco shares at a price of Phpla0 per share, or an aggregate amount of Php24,340 million; and (2) PhpB.600 million in cash as

further described below in “Transfer of Meralco Shares to Beacon” section.

PCEV likewise subscribed to 11565 million common shares of Beacon on March 30, 2010 in consideration of the transfer of 154.2 million Meralco common shares at a
price of Phplal per share, or an aggregate amount of Php23.130 million.

Transfer of Meralco Shares to Beacon

Alongside with the subscription to the Beacon shares pursuant to the A, Beacon purchased [94.2 million and 163.6 million Meralco common shares, or the
Transterred Shares, from PCEV and MPIC, respectively, for a consideration of Phpla0 per share or a total of Php23.130 million for the PCEV Meralco shares and
Php24,240 million for the MPIC Meralco shares. PCEV transferred the 154.2 million Meralco common shares to Beacon on May 12, 2010. The transfer of legal title to
the Meralco shares was implemented through a special block sale/cross sale in the PSE.

[n October 25, 2011, PCEV transferred to Beacon its remaining investment in B8.8 million of Meralco's common shares for a total cash consideration of Phpla, 136
million. PCEV also subscribed ta 1199 million Beacon preferred shares at the same amount. The transfer of the Meralco shares was implemented by a cross sale
through the PSE.

The carrying value of PCEV's investment in Beacon, representing 50% of Beacon's commaon shares outstanding,was Php2 3,137 million as at September 30, 2013.

PCEV'’s Additional Investment in Beacon

On January 20, 2012, PCEV subscribed to 133 million Beacon commaon shares for a total cash consideration of Php2,700 million. On the same date, MPIC also
subscribed to 135 million Beacon commaon shares for a total cash consideration of Php2,700 million.
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Sale of Beacon Preferred Shares to MPIC

0n June B, 2012, PCEV sold 282.2 million of its investment in Beacon preferred shares to MPIC for a total cash consideration of Phpd,a63 million, which took effect
on June 29, 2012, In this instance, the sale of Beacon preferred shares is deemed as a sale transaction between non-related entities. Consequently, PCEV realized a
portion of the deferred gain, amounting to Php2.012 million, which was recorded when the underlying Meralco shares were transferred to Beacon.

PLDT’s Acquisition of a controlling interest in Digitel from JGSHI

[n March 23, 2011, the Board of Directars of PLDT and JGSHI approved the acquisition by PLDT of JGSHI's and certain other seller-parties’ ownership interest in
Digitel, comprising of: (i) 3.28 billion comman shares representing approximately 51.6% of the issued common stack of Digitel; (i) zero-coupon convertible bonds
issued by Digitel and its subsidiary to JGSHI and its subsidiary, which are convertible into approximately 18.8 billion common shares of Digitel assuming a conversion
date of June 30, 201l and an exchange rate of Php43.405 per LS. dollar; and (i) intercompany advances made by JGSHI to Digitel in the total principal amount plus
accrued interest of Php34.1 billion as at December 31, 2010, or the Enterprise Assets. Digitel operates a fixed line business in certain parts of the country and is the
100% owner of DMPI, which is engaged in the mobile telecommunications business and owns the brand Suz Lelufar

The consummation of the transaction was subject to the procurement by us of certain regulatory approvals, which were obtained on October 26, 2011, on the same
date we completed the Digitel acquisition and began consolidating the results of operations of Digitel in our financial statements.

The primary effects of the acquisition of the Digitel Group on our operating segments is the addition of DMPI to our wireless business and the addition of Digitel to
our fixed line business. We have agreed with the NTC that we will continue to operate Suz Lellu/ar as a separate brand. See Mote 4 - [perating Segment
Infarmation Note I3 - Business Lombinations and hoquisition of Nencantrolling Interests - PLOTs Acquisition of Ojgite/ and Note 4 - Goodwill and Intangible Assets
to the accompanying audited consolidated financial statements for further information on the effect of the Digitel acquisition on PLDT and its businesses.

Conversion of Acquired Securities and Mandatory Tender Offer in connection with the Digitel Acquisition

As a result of PLDT's acquisition of a controlling interest in Digitel. we were required under the SR to conduct a mandatory tender offer for all the remaining
outstanding shares of common stock of Digitel on substantially the same terms as the acquisition of Digitel shares from JGSHI. On December &, 2011, we filed the
tender offer report on Philippine SEC Form 19.1, setting forth the terms of the mandatory tender offer, which consisted of an offer to purchase all remaining
outstanding shares of Digitel at a consideration of Phpl.6033 per Digitel share, payable in our comman shares based an one new common share for every Php2 500
in consideration payable, equivalent to one new common share for every ,059.28 Digitel shares, or in cash, at the option of noncontrolling Digitel shareholders,
except for tendering shareholders residing outside the Philippines, who will only be paid in cash. The tender offer period commenced on December 7, 2011 and ended
on January 18, 2012 with a total of 2,888 million Digitel shares tendered.

(n January 23, 202, Digitel filed for valuntary delisting of its shares with the PSE, since its public ownership level has fallen below the minimum 10% required by the
PSE. On February 22, 2012, the PSE granted the petition for voluntary delisting and the Digitel shares were delisted and ceased to be tradable on the PSE effective
March 28, 2012.

From February | to March 22, 2012, PLDT purchased from the open market 72.3 million common shares of Digitel. PLOT also exercised its conversion rights on
December 8. 2011, February 7, 2012 and May 8, 2012 to convert and exchange certain of the zero coupon securities acquired from JGSHI and certain other seller-
parties in the Digitel acquisition into Digitel shares. As a result of the tender offer, open market acquisitions, and conversions and exchanges described above, we
held 39.54% of the outstanding capital of Digitel as at December 31, 2012.

Divestment of CURE

(n October 28, 201, PLDT received the Order issued by the NTC approving the application jointly filed by PLDT and Digitel for the sale and transter of approximately
al.6% of the outstanding comman stock of Digitel to PLOT. The approval of the application was subject to conditions which included the divestment by PLDT of CURE,
in accordance with the Divestment Plan, as follows:

e [URE must sellits Red Mabile business to Smart consisting primarily of its subscriber base, brand and fixed assets; and

e Smart will sell all of its rights and interests in CURE whose remaining assets will consist of its congressional franchise, 10 MHz of 3G frequency in the
2100 band and related permits.

In compliance with the commitments in the divestment plan, CURE completed the sale and transfer of its Red Mobile business to Smart on June 30, 2012 for a total

consideration of Phpl8 million through a series of transactions, which included: (a) the sale of CURE's Red Mobile trademark to Smart; (b) the transfer of CURE's
existing Red Mobile subscriber base to Smart; and (c) the sale of CURE's fixed assets to Smart at net book value.
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In a letter dated July 26, 2012, Smart informed the NTC that it has complied with the terms and conditions of the divestment plan as CURE had rearranged its assets,
such that, except for assets necessary to pay off obligations due after June 30, 2012 and certain tax assets, CURE's only remaining assets as at June 30, 2012 were
its congressional franchise, the 10 MHz of 3G frequency in the 2100 band and related permits.

In a letter dated September 10, 2012, Smart informed the NTC that the minimum Cost Recovery Amount, or CRA, to enable the PLDT Group to recover its investment
in CURE, includes, among others, the total cost of equity investments in CURE, advances from Smart for operating requirements, advances from stockholders and
associated funding costs. Smart also informed the NTC that the divestment will be undertaken through an auction sale of CURE's shares of stock to the winning
bidder and submitted CURE's audited financial statements as at June 30, 2012 to the NTC. In a letter dated January 21, 2013, the NTC proposed the referral to
commissioners of the computation of the CRA due Smart. Smart sent a reply agreeing to the proposal and is awaiting advice from the NTC on the bidding and
auction of the 3G license of CURE.

PCEV’s Common Stock

[n November 2, 2011, the Board of Directors of PCEV authorized PCEV's management to take such steps necessary for the voluntary delisting of PCEV from the PSE in
accordance with the PSE Rules on Voluntary Delisting. On December 2, 2011, PCEV's Board of Directors also created a special committee to review and evaluate any
tender offer to be made by Smart (as the owner of 99.5/% of the outstanding common shares of PCEV) to purchase the shares owned by the remaining
noncontrolling shareholders representing 0.49% of the outstanding comman stock of PCEV. Smart's tender offer commenced on March 19, 2012 and ended on April
18, 2012, with approximately 2.1 million shares, or 43.4% of PCEV's noncontrolling shares tendered, thereby increasing Smart's ownership to 99.7% of the
outstanding comman stock of PCEV at that time. The aggregate cost of the tender offer paid by Smart to noncontrolling shareholders on April 30, 2012 amounted to
Phplla million. PCEV filed its petition with the PSE for voluntary delisting on March 19, 2012 On April 25, 2012, the PSE approved the petition for voluntary delisting
and PCEV's shares were delisted and ceased to be tradable on the PSE effective May 18, 2012,

Following the voluntary delisting of the comman stock of PCEV from the PSE on May 18, 2012, PCEV's Board of Directars and stockholders approved on June B, 2012
and July 31, 2012, respectively, the following resolutions and amendments to the articles of incorporation of PCEV to decrease the authorized capital stack of PGEV,
increase the par value of PCEV's common stock (and thereby decrease the number of shares of such common stock) and decrease the number of shares of
preferred stock of PCEV as follows:

Prior to Amendments After Amendments
Authorized Capital Number of Shares Par Value Authorized Capital Number of Shares Par Value
Common Stack Phpl2,060,000,000 12.080,000.000 Phpl Phpl2,060,006.000 974,288 Php21,000
Class | Preferred Stock 240,000,000 120,000,000 2 66,661,000 33,330,500 2
Class Il Preferred Stock 500.000.000 500.000.000 | 50,000,000 a0.000.000 |
Total Authorized Capital Stock Phpl2.800,000.000 Phpl2.176.667,000

The decrease in authorized capital and amendments to the articles of incorporation were approved by the Philippine SEC on October 8, 2012. As a result of the
increase in the par value of PCEV common stock, each multiple of 21,000 shares of PCEV common stack, par value Phpl, was reduced to one PCEV share of common
stock, with a par value of Php21,000. Shareholdings of less than 21,000 shares or in excess of an integral multiple of 21,000 shares of PCEV which could not be
replaced with fractional shares were paid the fair value of such residual shares equivalent to Php4.a0 per share of pre-amendments PCEV comman stock, the same
amount as the tender offer price paid by Smart during the last tender offer conducted from March 13 to April I8, 2012

As a consequence of the foregoing, the number of outstanding shares of PCEV comman stock decreased to approximately 953,716 from 11,683,156.405 (exclusive of
treasury shares). The number of holders of PCEV common stock decreased to 123 as at September 30, 2013 and under the rules of the Philippine SEC, PCEV is still
required to make update filings with the Philippine SEC. Smart's percentage of awnership in PCEV stood at 39.8% as at September 30, 2013.

Corporate Merger of MSSI and ePLDT

In April 2012, the Board of Directors of MSSI and ePLDT approved the plan of merger between MSSI and ePLDT, with ePLDT as the surviving company, in order to
realize economies in operation and achieve greater efficiency in the management of their business. The merger was approved by two-thirds vote of MSSI and
ePLOT's stockholders on April 13, 2012 and April 27, 2012, respectively. On June I, 2012, the Philippine SEC approved the plan and articles of merger. The merger has
no impact on our consolidated financial statements.

ePLDT’s Acquisition of IPCDS/

(n October 12, 2012, ePLDT and IP Ventures, Inc., or [PV, and IPVG Employees, Inc., or IEI, entered into a Sale and Purchase Agreement whereby ePLDT acquired 100%
of the issued and outstanding capital stack of IPCDS| and advances to IPCOSI for a total adjusted purchase price of PhpB33 million.
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ePLDT’s Acquisition of Shares of AGS’ Minority Stockholders

In December 2012 and January 2013, ePLDT acquired an additional 5.67% equity interest in AGS from its minority shareholders for a total consideration of Phpa
million, thereby increasing ePLOT's ownership in AGS from 93.5% to 99.2%.

Sale of BPO Segment

[n December 4, 2012, our Board of Directors authorized the sale of our BPO segment. Consequently, as at December 31, 2012, the BPO segment was classified as
discontinued operations and a disposal group held-for-sale. The BP0 segment met the criteria of an asset to be classified as held-for-sale as at December 31, 2012
for the following reasons: (1) the BP0 segment is available for immediate sale and can be sold to a potential buyer in its current condition; (2) the Board of Directors
had approved the plan to sell the BP0 segment and we entered into preliminary negotiations with a potential buyer and should the negotiations with a potential buyer
not lead to a sale, we expect to seek other sale opportunities as a number of other potential buyers had been identified; and (3) the Board of Directors expected
negotiations to be finalized and the sale to be completed in April 2013. See Naote 5 - Management's Use of Accounting Judgments, Fstimates and Assumptions -
Assets Held-for-Sale and Discontinued [perations to the accompanying consolidated financial statements for further discussion.

[n February 5, 2013, PLDT entered into an agreement to sell the BP0 business owned by its wholly-owned subsidiary, SPi Global, to Asia Qutsourcing Gamma Limited,
or AOGL. a company contralled by CVC Capital Partners, or GVC. The sale of the BPO business was completed an April 30, 2013. PLDT reinvested approximately
US$40 million of the proceeds from the sale in Asia Dutsourcing Beta Limited, or Beta, resulting in an approximately 19.7% interest, and will continue to participate
in the growth of the business as a partner of CVC. Upon the completion of the sale, PLDT will be subject ta certain obligations, including: (1) an obligation, for a period
of five years, not to carry on or be engaged or concerned or interested in or assist any business which competes with the business process outsourcing business
as carried on at the relevant time or at any time in the 12 months prior to such time in any territory in which business is carried on (excluding activities in the
ordinary course of PLDT's business); and (2) an abligation, for a period of five years, to provide transitional services on a most-favored-nation basis (i.2., no less
favorable material terms (including pricing) than those offered by PLDT or any of its controlled affiliates to any other customer in relation to services substantially
similar to those provided or to be provided). In addition, PLDT may be liable for certain damages actually suffered by AOGL arising out of, among others, breach of
representation, tax matters and non-compliance with Indian employment laws by SPi Technologies India Pvt. Ltd., a whally-owned subsidiary of SPi.

Investment in PDRs of MediaQuest

In 2012, ePLDT made deposits totaling Phpb billion to Medialluest, an entity wholly-owned by the BTF, for the issuance of PDRs to be issued by Medialluest in relation
to its indirect interest in Cignal TV, Inc., or Cignal TV (formerly Mediascape, Inc.) Cignal TV is a whaolly-owned subsidiary of Satventures, Inc., or Satventures, which is
a wholly-owned subsidiary of Medialluest. The Cignal TV PDRs confer an economic interest in common shares of Cignal TV indirectly owned by Medialluest, and
when issued, will provide ePLDT with a 40% economic interest in Cignal TV. Cignal TV operates a direct-to-home, or DTH, Pay-TV business under the brand name
“Cignal TV", which is the largest DTH Pay-TV operatar in the Philippines with over 940 thousand net subscribers as at September 30, Z013. ePLDTs deposit for
future PDRs subscription amounted to PhpB billion for Cignal TV PORs as at December 31, 2012.

[n March 5, 2013, PLDT's Board of Directors approved two further investments in additional PDRs of Medialuest:

e g Phpd.E billion investment by ePLDT in PDRs to be issued by Medialluest in relation to its interest in Satventures. The Satventures PDRs confer an
economic interest in common shares of Satventures owned by Medialluest, and when issued, will pravide ePLDT with a 40% economic interest in
Satventures; and

e a Phpl93 billion investment by ePLDT in PDRs to be issued by Medialluest in relation to its interest in Hastings Huoldings, Inc., or Hastings. The
Hastings PORs confer an economic interest in common shares of Hastings owned by Media(luest, and when issued, will provide ePLDT with a 100%
economic interest in Hastings. Hastings is a whaolly-owned subsidiary of Medialluest and holds all the print-related investments of Medialluest,
including minority positions in the three leading broadsheets: 77z Philppine Star, the Philjgping Daily Inguirer and Business World

In 2013, ePLDT made various deposits aggregating ta Phpd.b billion and Phpl.9a billion for its investment in Satventures PDRs and Hastings PDRs of Medialluest,
respectively.

The PhpB billion Cignal TV PDRs and Phpd.E billion Satventures PDRs were issued on September 27, 2013. These PDRs will provide ePLDT an aggregate of 64%
economic interest in Gignal TV.

As at the date of issuance of this report, the Hastings PDRs have not yet been issued.

The PLDT Group's financial investment in PDRs of Medialluest is part of the PLDT Group's overall strategy of broadening its distribution platforms and increasing the
Group's ability to deliver multi-media content to its customers across the Group's broadband and mobile netwarks.
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See Note 7 - Summary of Significant Accounting Policies, Note 13 - Business Lombinationsand Acquisition of Nancontrolling \nterests and Note /4 - Goadwill and
Intangible Assetsto the accompanying consolidated financial statements for further discussion regarding these and other acquisitions.

COMPETITIVE STRENGTHS

We believe our business is characterized by the following competitive strengths:

STRATEGY

Recognized Brands. PLOT, Smart, Jalk W Text and Sun Lellular and are strong and widely recognized brand names in the Philippines. We have
built the PLDT brand name for 85 years as the leading telecommunications provider in the Philippines. Smart is recognized in the Philippines as
an innovative provider of high-quality cellular services. The /ak # Jext brand, which is provided using Smart's network, has also gained
significant recognition as a price-competitive brand. Our brand range was further strengthened with the acquisition of DMPI and its cellular
brand, Sun Leflular. Since its launch in 2008, Sun Lellular has built considerable brand equity as a provider of “unlimited” services. Having a
range of strong and recognizable brands allows us to offer to various market segments differentiated products and services that suit customers'
budgets and usage preferences.

Leading Market Shares. With almost 78 million and almost 75 million fixed line, cellular and broadband subscribers as at September 30, 2013 and
December 31, 2012, we have leading market positions in each of the fixed line, cellular and broadband markets in the Philippines in terms of both
subscribers and revenues.

Diversified Revenue Sources. We derive our revenues from our three business segments, namely, wireless, fixed line and other businesses, with
wireless and fixed line contributing 3% and 32%, respectively, to our total revenues in the first nine manths of 2013, and 66% and 34% from
our wireless and fixed line, respectively, for the year ended December 31, 2012. Revenue sources of our wireless business include cellular
services, which include voice services and text message-related and VAS, and wireless broadband services. Revenues from cellular voice and
text services have been declining but are somewhat mitigated by the increase in revenues from wireless broadband and mobile internet
browsing. Our fixed line business derives service revenues from local exchange, international long distance, national long distance and data and
other network services. Revenues from local exchange. national and international long distance, have been declining over the past years due to
pressures on traditional fixed line voice revenues and reductions in international interconnection rates, offset by the significant revenue
contribution from corporate, SME and consumer data.

Superior Integrated Network With the most advanced and extensive telecommunications networks in the Philippines, we are able to offer a wide
array of communications services. We have completed a two-year network transformation program that further enhanced the capabilities of our
fixed line and wireless networks, allowing us to better leverage this competitive strength to maintain market leadership while achieving higher
levels of network efficiency in providing voice and data services. Part of our network transformation program included the continued upgrade of
our fixed line network to an all IP-based NGN, the build out of our transmission network to 94,000 kilometers of fiber, the investment in increased
international bandwidth capacity, and the expansion of our 36 and wireless broadband networks in order to enhance our data/broadband
capabilities. Our network investments include the upgrade of our IT capabilities, including our Operating Support Systems, Business Suppaort
Systems and Intelligent Netwarks, all of which are essential in enabling us to offer more relevant services to our customers.

Innavative Products and Services. We have successfully introduced a number of innovative and award-winning cellular products and services,
including Smart Money, Smart Load and Pasa [oad Smart Load'is an "over-the-air” electronic loading facility designed to make reloading of air
time credits more convenient for, and accessible to consumers. Fasg [oad (the term "pasa” means "transfer”) is a derivative service of Smart
Lnad'that allows load transfers to ather Sart Frepaidand Jalk W Jextsubscribers.

Strang Strategic Relationshijps. We have important strategic relationships with First Pacific, NTT DOCOMO and NTT Communications. We believe
the technological support, international experience and management expertise made available to us through these strategic relationships will
enable us to enhance our market leadership and ahility to provide and cross-sell a more complete range of products and services.

The key elements of our business strategy are:

Build on our leading positians in the fixed line and wireless businesses. We plan to continue building on our position as the leading fixed line and
wireless service provider in the Philippines by continuing to launch new products and services to increase subscriber value and utilization of our
existing facilities and equipment at reduced cost, and to increase our subscribers’ use of our network for both voice and data, as well as their
reliance on our services. In 2012, we completed a two-year network transformation program covering our fixed line, cellular and mobile
broadband netwarks, not only to achieve operating and cost efficiencies, and lay the foundation for future technological advances, but primarily
to provide superior quality of experience to our customers.
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Lapitalize on our strength as an integrated provider of telecommunications services. We offer the broadest range of telecommunications
services among all operators in the Philippines. We plan to capitalize on this position to maximize revenue opportunities by bundling and cross-
selling our products and services, and by developing convergent products that feature the combined benefits of voice and data, fixed line,
wireless, and other products and services, including content, utilizing our network and business platforms.

Strengthen our leading position in the data and broadband market  |Leveraging on the inherent strengths of our fixed line and wireless
businesses, we are committed to further develop our fastest growing business- broadband, data and other network services. Consistent with
our strategy of introducing innovative products and services using advanced technology, we continue ta launch various products and services in
the data and broadband market that deliver quality of experience according to different market needs, including data centers and cloud-related
SErvices.

Maintain a strong financial position and improve shareholder returns. Following significant improvements in our financial position, we restored
the payment of cash dividends to our comman shareholders beginning 2005 and were able to declare dividend payouts of approximately 100% of
our core earnings for the seven consecutive years from 2007 to 2013. We plan to continue utilizing our free cash flows for the payment of cash
dividends to common shareholders and investments in new growth areas. As part of our growth strategy, we have made and may continue to
make acquisitions and investments in companies or businesses. We will continue to consider value-accretive investments in telecommunications
as well as telco-related businesses such as those in media and content.

BUSINESS GROUPS

A. Wireless

We provide cellular, wireless broadband, satelliteand other services through our wireless business.

1. Cellular Service

Dverview

Dur cellular business, which we provide through Smart and DMPI to almaost 73 million subscribers as at September 30, 2013, approximately 37% of whom are
prepaid subscribers, focuses on providing wireless voice communications and wireless data communications (primarily through text messaging, but also through a
variety of VAS, and mobile broadband). As a condition of our acquisition of a controlling interest in Digitel, we have agreed with the NTC that we will divest the
congressional franchise, spectrum and related permits held by CURE following the migration of CURE's Fed Mobile subscriber base to Smart. See “Description of

Business -Development Activities - Divestment of CURE" for further discussion.

The following table summarizes key measures of our cellular business as at and for the nine months ended September 30, 2013 and 2012:

September 30,

2013 2012
Systemwide cellular subscriber base T2.498270 68,599,733
Prepaid 7088.270 BB.415.877
Smart Prepaid 23867643 25,377,864
Talk W Text 31.822.834 26,524,760
Sun Cellular 14407793 14513753
Postpaid 2,300,000 2813836
Smart 866,160 638910
Sun Lellslar 1455840 1524948
Growth rate of cellular subscribers
Prepaid
Smart Prepaid (5%) (9%)
Talk W Text 7% 0%
Sun Lellslar 2% 9%
Postpaid
Smart 2% 0%
Sun Cellular (9%) 3%
Cellular revenues (in millions) Php78.278 Php77.088
Voice 37789 36870
Data 38.795 38.264
Dthers"” 1694 1949

Percentage of cellular revenues to total wireless service revenues

Percentage of cellular revenues to total service revenues

3%
63%

3%
B4%
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Service Plans

Smart markets nationwide cellular communications services under the brand names Smart Prepaid. Talk W Jext Smart Postpsid and Smart Infinity. Smart Prepaid
and /alk W Jextare prepaid services while Smart Postpaidand Smart /nfinity are postpaid services, which are all provided through Smart's digital network. With the
acquisition of a majority interest in the Digitel Group on October 26, 2011, we offer prepaid and postpaid services under the brand name Sk Leflular.

Smart, tagether with /ak ¥ Jext and Sun Leflsfar. have focused on segmenting the market by offering sector-specific, value-driven packages for its subscribers.
These include load buckets which provide a fixed number of messages with prescribed validity perinds and call packages which allow a fixed number of calls of
preset duration. Starting out as within network packages, Smart's buckets now also offer voice, text and hybrid bundles available to all networks. Smart also
provides packages with unlimited voice, text, data, and combinations thereof, whose denominations depend on the duration and nature of the unlimited packages.

Postpaid subscribers have similar options depending on their monthly subscription plans. Smart offers Simart Al-in Plans, which enable subscribers to choose from
Smart's different services. such as unlimited call, text, or mobile browsing, all charged within the subscriber's monthly service fee.

Amang the many popular bucket variants of Smart prepaid is the Sar/ak Unli Lall and Text Z5where subscribers can enjoy unlimited call and text to other Smart
and Jak N Jext subscribers, plus free 40 all network texts. In addition, for as low as Phpl0, Smart prepaid subscribers can get 70 all network texts which is valid
for one day.

Smart also affers the Siart Unli Postpaid Plan 599which offers unlimited call and text to any subscriber on the Smart netwaork.

Sun Lellular ofters its Lall and Text Unfimited products, which allow subscribers to enjoy 24 hours of Sur-to-Sumvoice calls and texts for as low as PhpZ2a per day.
Sun Lellular's Text Unlimited products offer unlimited Sua-to-Sun SMS with free voice calls for as low as PhplQ per day. Skz Leflularalso offers Lal and Text combo
which allows subscribers to send 40 Suz-to-Sun SMS and 40 SMS to other networks along with 10 minutes Szz-tg-Sun voice calls for as low as Phpll, valid for one
day.

Sun Lellularalso offers Sun Trio Loads, which comes with 200 SMS to Sum Smartand Jalk W Text. \0 minutes Sun-fo-Surcalls, 3 minutes of calls to Sum, Smart and
Talk N Text bundled with 30 minutes of mobile internet for as low as Php20. valid for one day. Moreover, Sun Leflular \aunched Sun BlackBerry All-Oay unlimited
services which comes with unlimited mobile internet, unlimited social networking, unlimited instant messaging, unlimited BlackBerry browsing and unlimited
BlackBerry Messenger for anly Phpal per day.

Sun Lellular postpaid plans offer a variety of services to cater to the emerging needs of the subscribers and provide innovative services at affordable prices. Sur
Lellufar offers Sundroid Rush Flans starting from Php4a0 per month that comes with a free Android handset and tablet where subscribers can enjoy unlimited Su7
Lalls and Texts, 2000 free texts to other networks and Php20 hours for mobile internet. w7 Lellu/ar also offered IDD plans which allows subscribers to make
international calls and send SMS to selected countries for as low as Php2 per minute of voice call or per SMS. The 100 Plans also come with a free Android handset
along with free calls and SMS, depending on the plan.

Voice Services

Cellular voice services comprise all voice traffic and voice VAS such as voice mail and international roaming. Voice services remain a significant contributor to
wireless revenues, generating a total of Php37.788 million and PhpdB.875 million, or 48% of cellular service revenues in each of the first nine months of 2013 and
201, respectively. Local calls continue to dominate outhound traffic constituting 91% of all our cellular minutes. Domestic inbound and outbound calls totaled 38616
million minutes in the first nine months of 2013, an increase of 343 million minutes, or 4%, as compared with 37.273 million minutes in the same period in 2012, due
to increased traffic on unlimited calls. International inbound and outbound calls totaled 2,686 million minutes in the first nine months of 2013, an increase of {71
million minutes, or 7%, as compared with 2,915 million minutes in the same period in 2012. The ratio of inbound-to-outbound international long distance minutes was
4 Bl in the first nine months of 2013.

Jata Services
Cellular revenues from data services include all text messaging-related services, as well as, VAS.
The Philippine cellular market is ane of the most text messaging-intensive markets in the world, with more than a billion text messages per day. Text messaging is

extremely popular in the Philippines, particularly on the prepaid platform, as it provides a convenient and inexpensive alternative to voice and e-mail based
communications.
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Cellular revenues from our data services, which include all text messaging-related services, as well as VAS, increased by Phpa3! million, or %, to Php38.795 million
in the first nine months of 2013 from Php38.264 million in the same period in 2012 primarily due to higher internet/SMS-based VAS, partially offset by lower text
messaging revenues, MMS-based VAS and Pasa [oad/Give-a-load revenues. In the first nine months of 2013, Smart's and DMPI's text messaging system handled
20,331 million outbound messages on standard SMS services and 355,056 million messages generated by bucket-priced text services. Cellular data services
accounted for 30% in each of our cellular service revenues in the first nine months of 2013 and 2012.

Smart and DMP| offer the following VAS:

o Mobile internet includesrevenues from web-based services such as mobile internet browsing and video streaming, net of allocated discounts and
content provider costs;

o Flasa [oad/bive-a-foad includes revenues from Aasa [oad and Dial*SOS, net of allocated discounts. Fasa Load/Give-a-lnad'is a service which
allows prepaid and postpaid subscribers to transfer small denominations of air time credits to other prepaid subscribers. Dial*SOS allows Smart
prepaid subscribers to borrow Php4 of load (three Smart-to-Smart texts plus Phpl air time) from Smart which will be deducted upon their next
top-up;

o SWS-basedincludes revenues from info-on-demand and voice text services, net of allocated discounts and content provider costs; and

o MHS-basedincludes revenues from point-to-point multimedia messaging system, or MMS, and content download services, such as ringtone, logo or
music downloads, net of allocated discounts and content pravider costs.

Smart Unli Data Plan ofters unlimited internet browsing on postpaid basis, best suited for subscribers with high data usage. Bundled with the latest handsets, and

with free texts and calls, subscribers may choose among the following packages: Zan/500, PlanZ 000 and PlanS000

Due to the high level of text messaging service usage, we believe that the Philippine market is well suited for text-based informational and e-commerce services.
There is a potential growth in mobile internet browsing as a result of the popularity of social networking and the affordability of smartphanes. Our current approach
is to continue maximizing our 36 network services while upgrading our network to Long-Term Evolution, or LTE 4G, in anticipation of the growth in mobile internet
browsing in order to provide quality of experience to our subscribers.

Lhitka

Through Chikka, we provide an internet and GSM-based instant messaging facility for mobile users or subscribers. Services include instant text messaging from
personal computer to mobile phones and vice versa, text newsletter, text-based promotions, multi-media messaging, subscription-based services, and other maobile

VAS.
Rates

Qur current policy is to recognize a prepaid subscriber as “active” only when the subscriber activates and uses the SIM card and reloads it at least once during the
month of initial activation or in the immediately succeeding month. A prepaid cellular subscriber is disconnected if the subscriber does not reload within four
manths after the full usage or expiry of the last reload.

Smart Prepaidand Jalk W JextCall and Text prepaid cards are sold in denominations of Phpl00, Php300 and Phpa00. The Php300 and Phpa00 cards include 33 and
83 free text messages, respectively. The stored value of a prepaid card remains valid for a period ranging from 30 days to 120 days depending on the denomination
of the card, with larger denominations having longer validity periods from the time a subscriber activates the card. We launch from time to time promotions with
shorter validity periods. The introduction of electronic loading facility, Smart Load made reloading of air time credits more convenient and accessible for
consumers. Smart [oad’s over-the-air reloads have evolved to respond to market needs and now come in various denominations ranging from Phpl0 to Phpl.000
with corresponding expiration periods. The introduction of Smart [oadwas followed by Fasa Load, a derivative service, allowing prepaid and postpaid subscribers to
transfer even smaller denominations to other prepaid subscribers. Since 2005, Smart has offered fixed rate or "bucket” packages as a means of driving subscriber
activations and stimulating usage. These bucket packages, which offer a fixed number of text messages or call minutes for a limited validity period, have proven to
be popular with subscribers. Smart also offers unlimited voice and text packages under its various brands in order to be competitive and maintain industry
leadership. Both bucket packages, and unlimited voice and text packages account for 32% of our cellular service revenues in 2012

Smart Prepsid subscribers are charged Phpb.o0 per minute for calls to Smart Prepaid and Jalk N Jext subscribers and Php7.00 per minute terminating to other

cellular or fixed line networks. 7/ W Jextcalls to Jalk W Jext subscribers are charged Phpa.a0 per minute while calls to Sizart Prepaidand other cellular fixed line
subscribers are charged PhpB.a0 per minute.
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Sun Lellufar continued to offer its range of existing unlimited products and further introduced special product promotions. Sk Ledlufar introduced an enhanced
version of its flagship £ia/ and Text Unlimited product by launching the Sk Lall and Text Unlimited Superifoaded product, offering unlimited on-network call and text
feature of the £/ and Text Unlimited Service with the aim to provide more value for money by bundling a set number of free texts to other networks. For example,
the Phpl00 denomination is valid far five days and comes with 300 free texts to other networks. There are also variants with longer validity periods and more free
inclusions: Phplal provides Sk Lall & Text Unlimited for 7 days with 500 free texts to other networks and includes PhpZ5 regular load, while Php4a0 is valid for 30
days. includes Phpal reqular load and 800 free texts to other networks. Recently, Swr Lellular\aunched Sun Fower Text Unlimited Z00which gives subscribers 30
days of unlimited Sun texts, four hours of Skz-to-Surcalls and 1,000 texts to other netwaorks.

Smart offers Alf /n, Unii Voice and Text and Unii Jata postpaid plans with manthly service fees ranging from Php289 to Php3.000 for Swmart Poastpsid and from
Php3.500 to Php8,000 for Swmart /afinity plans. These plans are allocated free calls, texts and data, and different rates in excess of allocation, depending on the
monthly plan. Monthly service fee plans are applicable only to local calls, text messages and data browsing, including VAS.

Sun Lellufar offers postpaid services that enable subscribers to place local and international calls and SMS, use mobile internet and utilize a wireless landline
through postpaid plans with varying monthly service fees ranging from Php250 to Php3.G00. Sun Ze/ular subscribers not availing of any Za/ and Text Unlimited
service are charged Phpa.a0 per minute for calls to other Sk Lefiufarsubscribers and Phpb.50 to other networks. Local NDD calls are likewise charged at PhpB.50
per minute.

Smart subscribers pay an international direct dialing rate of US$0.40 per minute. This rate applies to most destinations, including the United States, Hong Kong,
Japan, Singapaore, the United Kingdom and the United Arab Emirates. Smart charges US$0.98 per minute for 27 other destinations and US$2.18 per minute for
another ten destinations. Smart subscribers also have the option of calling at more affordable rates, even for as low as Php2.50 per minute, through A#EL0w
relnadable 10D card, Smart's budget 10D service.

Sun Lellufar offers an 10D rate of US$0.30 per minute to Japan. Saudi Arabia, United Arab Emirates. Australia, United Kingdom, Italy, Germany, Spain and over 100
other countries. Subscribers can also opt to avail of any of Sur Lellufar s various promos, where international calling rates can reach as low as Phpl.a0 per minute.

Distribution and Discounts

We sell our cellular services primarily through a network of independent dealers and distributors that generally have their own retail netwarks, direct sales forces
and sub-dealers. We currently have I8 all exclusive distributors, of which 28 and 194 are regional and provincial distributors, respectively, and 83 key account
dealers, 15 of which are exclusive. These dealers include major distributors of cellular handsets and broadband modems whose main focus is telecommunications
outlets. Account managers from our sales force manage the distribution network and reqularly update these business partners on upcoming marketing strategies,
promotional campaigns and new products. With the introduction of Smart [oad Smart moved into a new realm of distribution. These over-the-air reloads, which
were based on the “sachet” marketing concept of consumer goods, such as shampoo and ketchup, required a distribution network that approximates those of fast-
moving consumer goods companies. Starting with just 30,000 outlets when it was launched, Smart [oads distribution network now encompasses approximately 1.0
million retailers, 80% of which are micro businesses (e.g.. neighborhood stores, individual entrepreneurs and individual roving agents), and 20% are macro
business (e.g.. mall branches, supermarkets, drugstores, pawnshops and MFIl outlets) established nationwide and internationally. These micro-retailers must be
affiliated with one of Smart's authorized dealers, distributors, sub-dealers or agents. With the prepaid reloading distribution network now extended to corner store
and individual retailer levels and minimum reloading denominations as low as Phpl0, Smart's prepaid service became more affordable and accessible to subscribers.
Sun Lellufaralso offers over-the-air reloads through Sun's Apress Load
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For prepaid services, we grant discounts to dealers for prepaid phane kits, modems, air time cards and over-the-air reloads sold. Smart compensates dealers with
Phpl00 to PhpBO0 in cash discount per unit depending on the price of the prepaid phone kit sold whereas Sk Lellular's cash discount of Phpd7 to Php4al varies
based on the prepaid phone kit sold. Air time cards and over-the-air reloads are sold at an average discount of approximately 8% and 3%, respectively for Smart,
and 8% and 12%, respectively for Suz Lellsfar. Air time cards cannat be returned or refunded and normally expire within 14 months after release from the Smart
warehouse. The same policy is being applied by Sk Lellufar.

2. Wireless Broadband, Satellite and Other Services
[verview

We currently provide wireless broadband, satellite and other services through SBI, DMPI and PDSI, our wireless broadband service providers; Chikka Group, our
wireless content operator; and AGeS Philippines, our satellite operator.

hyid

Through SBI with its SimartBroadband we are engaged in providing wireless broadband and data services to residential consumers as well as small and medium-
scale enterprises in the Philippines. Smart provides its Simartfro service through the following technologies: 3G high-speed packet access, or HSPA, 46 HSPA+,
LTE, broadband-enabled base stations and WiMax. As at September 30, 2013, SBI had 1294152 and 549,687 prepaid and postpaid broadband subscribers,
respectively. Smartfroadbandaims to strengthen our position in the wireless data service and complements PLDT's my/ZiS! service in areas where the latter is not
available.

P

Through DMPLwith its Sun Broadband Wireless service, we are engaged in providing wireless broadband and data services to residential consumers as well as small
and medium-scale enterprises in the Philippines. OMPI's Sun Broadband Wireless service offers internet users broadband wireless service with 3.6 HSPA
technology on an all-IP network. Sz Broadband Wireless aims to strengthen our position in the wireless data service and complements PLDT's my/S/ service in
areas where the latter is not available. Su7 Lellufar also offers the SEW Gadget Bundle available under Plans 799 and 494 which comes with a free tablet and
pocket wifi. As at September 30, 2013, DMPI had 303,034 and 231,734 prepaid and postpaid broadband subscribers, respectively.

Pus!

PDSI provides a suite of high-value IP-based products servicing corporate clients, such as wired and wireless leased line access with security and high availability
option, managed services, VolP and other value-added services such as server co-location and data center services.

ALES Philjgpines
ACeS Philippines currently owns approximately 36.99% of AL AL provides satellite-based communications to users in the Asia-Pacific region through the ACeS
System and ACeS Service. All has entered into interconnection agreements and roaming service agreements with PLDT and other major telecommunications
operatars that allow ACeS service subscribers to access GSM terrestrial cellular systems in addition to the ACeS System. Further, All has an amended Air Time
Purchase Agreement, or ATPA, with National Service Providers in Asia, including PLDT. See Mote 74 - Related Party Iransactions and Note 77 - Financial Assets and

Liabilities to the accompanying consolidated financial statements for further discussion regarding the ATPA.

As part of the integration process of the PLDT Group's wireless business, ACeS Philippines’ operations have been integrated into Smart. This operational integration
effectively gives Smart the widest service coverage in the Philippines through the combination of the coverage of ACeS Philippines with Smart's cellular service.

Revenues

(ur revenues from wireless broadband, satellite and other services consist of wireless broadband service revenues of SBI and PDSI, revenues from ACeS
Philippines’ satellite information and messaging services, and service revenues generated from PLDT Global's subsidiaries.

fates

myBro, SBI's fixed wireless broadband service linked to Smart's wireless broadband-enabled base stations, allows subscribers to connect to the internet using an
outdoor aerial antenna installed in a subscriber’s home.
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SBI offers mobile internet access through Simarfra Plug-# a wireless modem, and Simartfro Pocket Wif; a portable wireless router which can be shared by up to
five users at a time. Both provide instant connectivity in places where there is Smart network coverage.  Smartfro FPlug-/t and Smartfro Pocket Wifi are available
in both postpaid and prepaid variants, with prepaid offering 15-minute internet access for every Phpd worth of load. SBI also offers unlimited internet surfing with

Unli SurZ00, Unls Surfilif and Unlk Surfoltor Smartfro Plug-1t Prepaid and Smartfro Pocket Wifisubscribers with specific internet usage needs. We also have an

additional array of lnad packages that offer per minute-based and volume-based charging and longer validity periods.

Smartfro Wik4X service is available in Metropolitan Manila and selected key cities in Visayas and Mindanao. #i#4Xis a wide area network technology that allows
for a more efficient radio-band usage. improved interference avoidance and higher data rates over a longer distance. #/#4Xunlimited broadband usage is available
under Plans 799 and 939 with burst speeds of up to 12 kbps and | Mbps, respectively.

DMPI's Sun Broadband Wireless service offers internet users affordable broadband wireless service with the most advanced 3.5G HSPA technology an an all-IP
network. St Broadband Wireless has plans and offerings ranging from PhpZa0 to Phpl,339 with speeds of up to 3.6 Mbps. except for Plan 1393 which has a speed
of 7.2 Mbps.

ACeS mobile service subscribers are charged Phpl3.84 per minute for local and mobile-to-mobile calls and for national direct dial services, while residential
subscribers are charged peak hour rates of Phpl3.00 per minute and off-peak hour rates of Php8.00 per minute for domestic calls regardless of destination. For
ACeS System public calling offices, callers are charged Php4.a0 and Php7.00 per minute for calls terminating to fixed line and cellular networks, respectively. Rates
for international long distance calls depend on the country of termination and range from US$0.35 per minute for frequently called countries to US$0.85 per minute
for less frequently called countries.

B. Fixed Line
We provide local exchange, international long distance, national long distance, data and other network and miscellaneous services under our fixed line business.

We offer postpaid and prepaid fixed line services. Initially intended as an affordable alternative telephone service for consumers under difficult economic
conditions, our prepaid fixed line servicesnow form an important part of our overall churn and credit risk exposure management strategy.

1. Local Exchange Service
Qur local exchange service, which consists of our basic voice telephony business, is provided primarily through PLDT. We also provide local exchange services
through our subsidiaries - Philcom and its subsidiaries, BCC, PLDT Global Group, ClarkTel, SubicTel, SBI, PDSI, Maratel and Digitel. Together, these subsidiaries

account for approximately 3% of our consolidated fixed line subscribers.

The following table summarizes key measures of our local exchange services as at and for the nine months ended September 30, 2013 and 2012:

S ber 30,
2013 2012
Number of local exchange line subscribers 2073831 2127188
Number of fixed line employees 718l 781
Number of local exchange line subscribers per employee 290 m
Total local exchange service revenues (in millions) Phpl2.194 Phpl2.378
Local exchange service revenues as a percentage of total fixed line service revenues 2% 28%
Local exchange service revenues as a percentage of total service revenues 10% 0%

Revenues from our local exchange service decreased by Phpl84 million, or 1%, to PhplZ.194 million in the first nine months of 2013 from Phpl2,378 million in the
same period in 2012, primarily due to lower weighted average billed lines, lower installation and activation charges, and a decrease in ARPU on account of lower fixed
charges due to the increase in demand for bundled voice and data services. The percentage contribution of local exchange revenues to our total fixed line service
revenues was 27% and 28% in the first nine months of 2013 and 2012, respectively.

Mates

Basic monthly charges for our local exchange service in the Metropolitan Manila area were PhpB31.73 for a single-party residential line and Phpl.410.10 for a single
business line as at September 30, Z013. Monthly charges vary according to the type of customer (business or residential) and location, with charges for urban
customers generally being higher than those for rural/provincial customers. Regular installation charges amount to Phpl |00 for residential customers and
Phpl,a00 for business customers. New products launched on promotion or products bundled on existing services usually waive the installation fee or allow for a
minimal installation fee of Phpal0. Aside from basic monthly charges. we charge our postpaid subscribers separately for NOD, 10D and calls to mobile phones.
Calls to PLDT and ather landlines within a local area code are free. Our prepaid fixed line customers generally do not pay a basic monthly charge but they can load a
minimum amount of Php200 which will expire in a month to have unlimited incoming calls while outhound calls are charged separately depending on the type of call.
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PLDT offers bath prepaid and postpaid ZZF where subscribers to the services benefit from a text-capable home phone which allows subscribers to bring the
telephone set anywhere within the home zone area. These services are primarily intended for subscribers in areas where PLDT has no facilities and is expected to
increase our fixed line subscriber base.

Currently, for the Z/Ppostpaid regular service, there are two plans being offered: (a) Plan 600 and (b) Plan 1,000, both with unlimited local outgoing calls. Another
postpaid service currently offered is the £/ A/ plan wherein Z/Fis bundled with PLDT fixed line service for a monthly service fee of PhpBG0. PLDT also offers
wireless broadband services bundled with voice namely: Home Bundle {299 and Internet@Home plans offered in two plans with monthly service fees of Php330 and

Phpl239.

For the 2/ prepaid service, there are two load plans being offered: (i) Php300 load denomination with free 900 local outgoing minutes and unlimited incoming calls
for one manth; (ii) Phpla0 load denomination with free 250 local outgoing minutes and unlimited incoming calls valid for 13 days. Buth prepaid plans charges Php2
per call in excess of free local outgoing minutes for Php300 and Phpla0 denominations.

Pursuant to a currency exchange rate adjustment, or GERA, a mechanism autharized by the NTC. we are allowed to adjust our postpaid manthly local service rates
upward or downward by 1% for every Php0.10 change in the Philippine peso-to-U.S. dollar exchange rate relative to a base rate of Php!l.00 to USSLOD. In a letter
dated July II, 2008, the NTC had approved our request to implement a rate rationalization program for our local service rates. In the first nine months of 2013, we
have not made any adjustment in our monthly local service rates.

For a detailed description of these rates, see "~ International Long Distance Service - Rates” and "~ National Long Distance Service - Rates.”

In the first quarter of 2003, HR No. 926 was filed and is pending in the House of Representatives of the Philippines. The proposed bill provides for the cancellation of
the currency exchange rate mechanism currently in place. If this bill is passed into law or if the NTC issues guidelines to change the basis of the currency exchange
rate mechanism, our ability to generate LS. dollar linked revenues from our local exchange business could be adversely affected.

2. International Long Distance Service

Qur international long distance service consists of switched voice and packet-based voice and data services that go through our IGFs. We also generate
international long distance revenues through access charges paid to us by other Philippine telecommunications carriers for incoming international voice calls that
terminate to our local exchange network. Our packet-based voice and data services are transmitted aver our existing traditional circuits, VoIP systems and the

network of a consortium of dominant carriers in Asia in which PLDT is a member.

The following table shows certain information about our international long distance services as at and for the nine months ended September 30, 2013 and 2012:

S ber 30,
2013 2012
Total call volumes (in million minutes) 1639 1870
Inbound call volumes (in million minutes) 1.343 1218
Outbound call volumes (in million minutes) 796 352
Inbound-outhound call ratio 4.a1 3.0
Total international long distance service revenues (in millions) Php8.448 Php7.930
International long distance service revenues as a percentage of total fixed line service revenues 18% 18%
International long distance service revenues as a percentage of total service revenues % %

International long distance service historically has been a major source of our revenue. However, the decline in inbound termination and collection rates and
intense competition have lowered our international long distance service revenues in the past years.

We have been pursuing a number of intistives to strengthen our  international long  distance  service  business, including:
() lowering our inbound termination rates; (i) identifying and containing unauthorized traffic  termination on  our  network
(iii) being more selective in accepting incoming traffic from second- and third-tier international carriers; and (iv) introducing a number of marketing initiatives,
including substantial cuts in international direct dialing rates, innovative pricing packages for large accounts and loyalty programs for customers. In addition,
through PLDT Global, we aggregate inbound call traffic to the Philippines at our points of presence and, using our capacity in submarine cable systems connected to
each point of presence, transmit calls to our network. PLDT Global is also enhancing the presence of PLOT in other international markets by offering products and
services such as international prepaid calling cards, virtual mobile services, SMS transit and other global bandwidth services. We believe these strategies will help
us maximize the use of our existing international facilities, and develop alternative sources of revenue.
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The table below sets forth the net settlement amounts for international calls handled by PLDT, by country, far the nine manths ended September 30, 2013 and 2012:

Net Settlement
September 30,
2013 2012

Saudi Arabia LS50 US$32
United Arab Emirates 24 19
United States 16 14
Canada 8 i
Malaysia 7 g
Hongkang B B
Taiwan 3 7
UK 3 3
Japan 3 9
Dthers 1 1B
Total US$135 USSIB

Rates

The average termination rate for PLDT was approximately US$0.087 per minute in the first nine months of 2013, and approximately US$0.092 in the same period in
2012.

Rates for outbound international long distance calls are based an type of service, whether operator-assisted or direct-dialed. Our rates are quoted in LS. dollars
and are billed in Philippine pesos. The Philippine peso amounts are determined at the time of billing. We charge a flat rate of US$0.40 per minute to retail
customers for direct-dialed calls, applicable to all call destinations at any time on any day of the week.

We also offer international long distance service through PLDT Audget Lard a prepaid call card, which offers low-priced international calling services at 10D call
rates ranging from Phpl.a0 per minute to Phpla per minute depending on the destination to 98 calling destinations (including 16 Middle East destinantions). PLOT
Budget Card comes in two (2) denominations: Phpl00, which can be consumed within 30 days from first use, and Php200, which can be consumed within B0 days
from first use.

The standard IDD rate of US$0.40 per minute is being offered in all Digitel regular retail plans. To cater to the growing overseas foreign workers market, Digitel
launched Z/mice Flite offering outbound IDD rates to top destination countries for as low as US$0.14 per minute and product bundles for Digitel DSL and Sun/e/
offering a US$0.10 per minute calling to select country destinations. Digitel also offers prepaid international call services via DGMAX, a pure DD card that offers
low-priced IDD calling services with rates ranging from Phpl.a0 per minute to Phpla per minute for different destinations. DGMAX are sold in two denominations of
Phpl00 and Phpal and must be consumed within 30 days and 13 days, respectively, from first use.

3. National Long Distance Service
[ur national long distance services are provided primarily through PLDT. This service consists of voice services for calls made by our fixed line customers outside
of their local service areas within the Philippines and access charges paid to us by other telecommunications carriers for wireless and fixed line calls carried

through our backbone network and/or terminating to our fixed line customers.

The following table shows certain infarmation about our national long distance services as at and for the nine months ended September 30, 2013 and 201Z:

S ber 30,
2013 2012
Total call volumes (in million minutes) B4 41
Total national long distance service revenues (in millions) Php3.481 Php3.873
National long distance service revenue as a percentage of total fixed line service revenues 8% %
National long distance service revenue as a percentage of total service revenues 3% 3%

Cellular substitution and the widespread availability and growing popularity of alternative, more economical non-voice means of communications, particularly e-
mailing, cellular text messaging and the use of social networking sites, have negatively affected our national long distance call volumes and higher ARPU primarily as
a result of ceasing certain promations on our national long distance calling rates. The integration of some of our local exchanges into a single local calling area, as
approved by the NTC, as well as the interconnection among local telcos, has also negatively affected our national long distance call volumes, and consequently, our
revenues. Because of this integration, calls between two exchanges located within the same province are no longer considered national long distance calls but are
treated as local calls.

Rates
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Rates for national long distance calls traditionally were hased on type of service, such as whether the call is operator-assisted or direct-dialed. However, in line
with its move towards rate simplification, PLDT simplified these rates in recent years to a flat rate of Phpa.00 per minute for calls originating and terminating to
PLDT fixed line network, and for calls terminating to fixed line networks of other LECs. In recent years, PLDT also simplified its rates for calls terminating to cellular
subscribers to a uniform rate of Phpl4.00 per minute.

In addition, PLDT bundles the free PLDT-to-PLDT calls in some promations and product/service launchings in order to stimulate fixed line usage.

We continue to evaluate the rate structure of our national long distance services from per minute toll charges to flat rates per call for calls of unlimited duration.
This is envisioned to make fixed line rates more competitive with VolP rates and to revitalize interest in fixed line usage. We continue to study various pricing
models in respect of the abovenew rate plans.

PLDT currently has interconnection arrangements with the majority of other LECs, pursuant to which the originating carrier pays: (1) a hauling charge of Php0.50
per minute for short-haul traffic or Phpl 25 per minute for long-haul traffic to the carrier owning the backbone network; and (Z) an access charge of Phpl.00 per
minute to the terminating carrier. PLDT still maintains revenue-sharing arrangements with a few other LECs, whereby charges are generally apportioned 30% for
the originating entity, 40% for the backbone owner and the remaining 30% for the terminating entity.

4. Data and Other Network Services

(ur data and other network service revenues include charges for broadband. leased lines and IP-based services. These services are used for broadband internet,
and domestic and international private data networking communications.

The following table summarizes key measures of our data and other network services as at and for the nine months ended September 30, 2013 and 2012:

S ber 30,
2013 2012
Subscriber base:
Broadband 545767 8574257
Swp 78559 20858
Total data and other network service revenues (in millions) Php20.338 PhplB.553
Domestic 14,817 13.836
Broadband 4056 8580
Leased Lines and Dthers 572! 5456
International
Leased Lines and Others 4247 4035
Data Center 1274 682
Data and other netwark service revenues as a percentage of total fixed line service revenues 4% 2%
Data and other network service revenues as a percentage of total service revenues 16% 15%

Recognizing the growth potential of data and other networking services, including IP-based services, and in light of their importance to our business strategy, we
have been putting considerable emphasis on these service segments. These segments registered the highest percentage growth in revenues amaong our fixed line
services in the first nine months of 2013 and 2012.

The continuous upgrading of our network using next-generation facilities and the completion of our domestic fiber optic backbone has enabled us to offer a growing
range of broadband and value-added services. With this and other technological upgrades, our infrastructure has developed from a traditional voice facility to a
nationwide data network.

Domestic data services consist of broadband data services and leased lines and other data services.

In the first nine months of 2013, we continued to broaden our service offerings with the launch of new services and expansion or enhancement of some of the
existing offerings.

Broadband data services include ZIS/ broadband internet service, which is intended for individual internet users, small and medium enterprises, and large
corporations with multiple branches, and /7, our most advanced broadband internet connection, which is intended for individual internet users.

At the start of 2012, PLDT introduced new bandwidth variants of DSL offerings for businesses with speeds as fast as 13 Mbps, and hardware bundle options where
large enterprise customers are able to get top-of-the-line, branded IT devices of their choice together with their DSL.

Leased lines and other data services include: (i) Diginet, a domestic private leased line service, specifically supporting Smart's fiber optic and leased line network
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requirements; (ii) IP-VPN, an end-to-end managed IP-based or layer 3 data networking service that offers secure means to access corporate network
resources;(iii) Metro Ethernet, a high-speed, Layer 2, wide area networking service that enables mission-critical data transfers; (iv) Shops.Wart, a connectivity
solution designed for retailers and franchisers, linking company branches to the head office; and (v) SWZFE a wireless VPN service that powers mobile point-of-sale
terminals and off-site bank ATMs, as well as other retail outlets located in remote areas.

International leased lines and other data services consist mainly of: (i) i-Gate, our premium.direct internet access service, which continues to be the choice amang
enterprise users for dedicated internet connectivity, as bandwidth capability went beyond 200 Mbps, where heavy users can be provided with as much as 1,000
Mbps of direct i-Gate internet bandwidth, complemented by industry-leading Service Level Agreements; (ii) Fibernet, which provides cost-effective and reliable
bilateral point-to-point private data networking connectivity, through our extensive international alliances, to offshore and outsourcing, banking and finance. and
semiconductor industries; and (jii) other international managed data services in partnership with other global service providers, which provide data networking
services to multinational companies.

Vitrd"data center, the country's pioneer and only purpose-built network of Data Centers. provides collocation or rental services, server hosting, disaster recovery,
business continuity services, and a host of managed ICT solutions to meet the growing ICT outsourcing needs of Enterprise customers. In 2012, two new Vg™ data
centers were built and inaugurated at the Subic Freeport Zone and in the Cebu commercial district, to offer geographical site diversity to Metropolitan Manila and
Luzon based customers, as well as to serve the emerging ICT needs within these areas.

PLDT's cloud infrastructure was completed during the last quarter of 2012, making PLDT the first local telecommunications provider to deploy and market a full-
fledged, carrier-grade cloud infrastructure and strategically positions the group to assume leadership in this emerging, new space market. Through cloud, a best-
in-class Infrastructure-as-a-Service, or laaS, product offering is now commercially available, giving the market a high performance alternative for their virtual
computing requirements. The PLDT cloud is hosted in /i#o"data centers, assuring customers of enterprise-grade security, reliability and fast access to their
subscribed cloud resources.

We have embarked on a state-of-the-art network modernization program with the deployment of FTTH technology that allows for high-speed internet
connections. This technology is expected to springboard the offering of multimedia services on top of basic access, such as interactive video services, and will also
serve as a robust platform for cable television, allowing seamless simultaneous high definition streaming. /r provides fiber optic internet connection using FTTH
technology with speeds of up to (00 Mbps. To add more value, A& now comes with video-on-demand services that feature blockbuster movies.

5. Miscellaneous

Miscellaneous services provide directory advertising, facilities management, rental fees and other services which are conducted through our wholly-owned
subsidiary, ePLDT, and its subsidiaries, a broad-based integrated information and communications technology company, focusing on infrastructure and solutions for
internet applicationsand online gaming.

COMPETITION

Including us, there are three major LECs, eight IGF providers and two major cellular operators in the country. Some new entrants into the Philippine
telecommunications market have entered into strategic alliances with foreign telecommunications companies, which provide them access to technological and
funding support as well as service innovations and marketing strategies. However, barriers to entry are quite high given the amount of investment needed to be
made by new entrants in order to match the infrastructure of the existing operatars.

A. Cellular Service

There are presently only two major cellular operatars, namely us and Globe following the acquisition of the Digitel Group by PLDT in October 2011 Cellular market
penetration in the Philippines is in excess of 100% based on SIM ownership.

Competition in the cellular telecommunications industry has intensified starting the middle of 2010 with greater availability of unlimited offers from the telco
operatars resulting in increased volumes of calls and texts but declining yields. Even after PLDT's acquisition of the Digitel Group in the last quarter of 201, Globe
continued to compete aggressively to gain revenue market share, albeit on a more regional/localized basis. Competition also increased in the postpaid space with
more aggressive promations involving greater handset subsidies. The principal bases of competition are price, including handset prices in the case of postpaid
plans, quality of service, network reliability, geographic coverage and attractiveness of packaged services. Smart was able to defend and stabilize its revenue
market share in 2012 by matching Globe's offers and by highlighting the quality of Smart's netwark.

Qur network leads the industry in terms of coverage with 20,637 cellular/mobile broadband base stations, and 2,903 fixed wireless broadband base stations, of
which approximately 10,000 are 4G-capable broadband stations.

Today, competition remains intense but appears to have stabilized.
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As a result of competitive pressures, service providers, including Smart, have introduced "bucket” plans providing unlimited voice and text services, and other
promotions. While most of the “bucket” priced plans currently available in the market are being offered on promotional bases. Smart, Globe and Su7 Lelufar
continue to launch other services that are designed to encourage incremental usage from existing subscribers and also to attract new subscribers.

Cellular operators also compete actively in launching innovative products and VAS. The growing range of cellular products and services include not only text
messaging but also multi-media messaging. voice mail, text mail, international roaming, information-on-demand, mabile banking, e-commerce, mabile data, cellular
internet access and internet messaging.

(n February 14, 2006, Smart opened its 3G network in selected key cities nationwide. making video calling, video streaming, high speed internet browsing and special
3G content downloads on its 36 network available to subscribers with 36 handsets. In May 2008, DMPI started to operate its 36 network. Likewise, Globe has been
rolling out its 3G network. At the end of September 30, 2013, the PLDT Group's 3G network had achieved about 7% population coverage.

In August 2012, Smart launched its LTE network with sites present in B3 municipalities in 4B cities nationwide.

Consistent with industry practice and Smart's churn management efforts, Smart “locks” the handsets it sells to its subscribers, rendering them incompatible with
SIM cards issued by competitors and thereby hindering them from swapping the existing SIM for a SIM of a competing operator. However, subscribers can have
their handsets “unlocked” by unauthorized parties for a nominal fee and purchase new SIM cards from competing operators. “Unlocking” does not involve
significant cost to the subscribers. Switching to another cellular operator would, however, result in a change of the subscriber's cellular telephone number.

In order to avail themselves of promotions and cost efficient network-to-network calling rates, cellular subscribers in the Philippines have increasingly been
subscribing to the services of multiple wireless operators. As a result, the increases in the first nine months of 2013, 2012 and 201l in our cellular subscriber base
and the penetration rate of the wireless market in the Philippines were primarily attributable to such “multiple SIM card ownership.”

B. Local Exchange Service

The concerted nationwide local exchange line build-out by various providers, as mandated by the Philippine government, significantly increased the number of fixed
line subscribers in the country and resulted in wider access to basic telephone service. The growth of the fixed line market, however, remained weak due to the
surge in demand for cellular services and, in the past, the general sluggishness of the Philippine economy. Nevertheless, we have sustained our leading positian in
the fixed line market on account of PLDT's extensive network in key cities nationwide. In most areas, we face one or two competitors. Qur principal competitors in
the local exchange market are Bayan and Globe-Innove, which provide local exchange service through both fixed and fixed wireless landline services.

There are currently three major fixed wireless landline services in the market that resemble a cellular phone service but provide the same tariff structure as a
fixed line service such as the charging of monthly service fees. The earliest of such service was provided by Digitel, now part of PLDT, in the fourth quarter of 2003
at a fixed monthly rate of PhpB72. This service is provided mostly in selected areas of Southern and Northern Luzon where Digitel did not have fixed cable facilities.
Globe quickly followed suit with a similar service at a monthly rate of Php33a which bundled a wireless landline and broadband internet connection of up to 384
kbps. This service is offered in limited areas of Metropolitan Manila such as Makati, Las Pinas, the Visayas region and selected areas of Southern Luzon such as
[avite and Batangas.

Bayan launched a similar service at lower rates in the second half of 2008, which service maintains two major price points open to both residential and business
subscribers. This service is available under two plans, a plan at a monthly rate of PhpB39 for customers in Metropolitan Manila and a plan at a monthly rate of
Phpad9 for customers in selected regional areas of the Philippines.

In March 2007, we introduced the #/7 a postpaid fixed wireless service which was initially available only in regional areas where there were no available PLDT fixed
cable facilities. There are two plans being offered for the Z/# postpaid regular service: (a) Plan 600 with 600 free local outgoing minutes; and (b) Plan 1,000 with
1.000 free local outgoing minutes, and a charge of Phpl per minute in excess of free minutes for both plans. In March 2008, we introduced the prepaid variant of the
FIE There are two load plans being offered for the Z/#prepaid service: (a) Php300 load denomination with free 150 local outgoing minutes; and (b) PhpBO0 |oad
denomination with free BO0 local outgoing minutes. Both prepaid plans include unlimited incoming calls for one month, and charges Php2 per minute and Phpl per
minute in excess of free local outgoing minutes for Php300 and PhpBO0 load denominations, respectively.

Currently, the two Z/Ppostpaid regular services (Plan BO0 and Plan 1.000) were bath with unlimited local outgoing calls. While for the Z/Zprepaid service: Php300
|nad denomination can be availed with free 500 local outgoing minutes and unlimited incoming calls for one month; whereas, a Phpla0 load denomination variant was
introduced with free 240 local outgoing minutes and unlimited incoming calls valid only for 13 days. Both prepaid plans charges PhpZ per call in excess of free local
outgaing minutes for Php300 and Phpla0 denominations.
C. International Long Distance Service

There are Il licensed IGF operators in the country, including us. While we still maintain a leadership position in this highly competitive service segment of the
industry, our market share in recent years has declined as a result of: () competition from other |GF operators; (2) an increase in inbound and outbound
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international long distance calls terminating to and ariginating from the growing number of cellular subscribers; and (3) the popularity of alternative and cheaper
modes of communication such as social-networking, text messaging, e-mail, internet telephony and the establishment of virtual private networks for several
corporate entities, further heightening the competition.

With respect to outbound calls from the Philippines, we compete for market share through our local exchange and cellular businesses, which are the origination
points of outbound international calls. We also have introduced a number of marketing initiatives to stimulate growth of outhound call volumes, including tariff
reductions and volume discounts for large corporate subscribers.

With respect to inbound calls into the Philippines, we have been pursuing a number of initiatives to mitigate the decline in our inbound telecommunications traffic,
including modest reduction of our termination rates and identifying and limiting unauthorized traffic termination. In addition, we have also established presence,
through our whally-owned subsidiary PLDT Global, in key cities overseas to identify and capture Philippine terminating traffic at its source, maximize the use of our
international facilities and develop alternative sources of revenue.

D. National Long Distance Service

(ur national long distance service business has been negatively affected by the growing number of cellular subscribers in the Philippines and the widespread
availability and growing popularity of alternative economical non-voice methods of communication, particularly text messaging and e-mail. In addition, various
Internet Service Providers have launched voice services via the internet to their subscribers nationwide.

While national long distance call volumes have been declining, we have remained the |eading provider of national long distance service in the Philippines due to our
significant subscriber base and ownership of the Philippines’ most extensive transmission network.

PLDT launches from time to time promotions bundled with our other products to attract new subscribers including free PLDT-ta-PLDTNDD service.

E. Data and Other Network Services

The market for data and other network services is a growing segment in the Philippine telecommunications industry. The growth has been spurred by the significant
growth in consumer and retail broadband internet access, enterprise resource planning applications, customer relationship management, knowledge processing
solutions, online gaming and other e-services that drive the need for broadband and internet-protocol based solutions both here and abroad. Our major
competitars in this area are Globe-Innave and Bayan. The principal bases of competition in data services market are coverage, price, value for money, bundles or
free gifts, customer service and quality of service.

PRINCIPAL COMPETITORS

The table below sets out our principal competitors’ market share and other relevant information for the nine months ended September 30, 2013:

Market Share™

Operating Fixed
Asset Base Revenues Core Income Line® Cellular
(in millions)
Blabe®® 136200 70,325 9,026 23% 33%

Bayan" - - - - -

" Based on subscriber base.

@ Estimates based on publicly available infarmation.

@ Based on unaudited SAZ0I3 Form 17-0 filed with the PSE and SEL, the latest public filng available.
@ No publicly available information.

MAJOR SUPPLIERS

Substantially all the telecommunications equipment thus far obtained in connection with our development programs has been purchased outside the Philippines, and
we expect that a large portion of the equipment requirements of our future development programs will also be purchased from foreign sources.

The major vendor for Smart for its 26 and 36 Modernization and Expansion Program, as well as for its LTE deployment are Huawei Technologies, Co. Ltd., Nokia
Siemens Networks and Ericsson Telecommunications, Inc. For mobile devices, Smart's principal suppliers are Apple South Asia and Samsung Electronics Co., Ltd.

For PLDT's continued NGN roll-out, expansion of optical transmission backbone and core equipment, Huawei Technologies, Co., Ltd. and CISCO are the principal
suppliers of the hardware and software equipment. In July 2012, Ciena Corporation also joined PLOT's supply base when it was awarded the DFON Expansion Praoject,
or DEP IB. further strengthening the pool for its optical transport transformation initiative. Also, being the first network operator in the Philippines to deploy 100G,
PLDT is more able to extract more capacity out of existing fiber and support the delivery of high-bandwidth services and applications. This expansion and network
upgrade will add significant bandwidth scalability, reliability and intelligence to our network infrastructure. consequently benefiting from an enhanced network
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resiliency and service flexibility.

FTTH roll-out was primarily initiated in 201 with Fiberhome as a principal supplier for this endeavor. As of the last quarter of 2012, seven vendors were engaged in
full turnkey, ar FTK, basis to bring forth PLDT's aggressive target rollouts (over 100k lines deployed) for FTTH, and they are as follows:

Ericsson Telecommunications, Inc.

Fibercom Telecom Phils., Inc.

Fujikura Asia Limited

Huawei Technologies Phils, Inc. (for services) and Huawei International Pte., Ltd (for supply)

Sunsea Telecommunications Co. Ltd.

Tyco Electronics Philippines, Inc. (for services) and Tyco Electronics (Malaysia) SON (for supply); and
Wuhan Fiberhome International Technology Co., Ltd.

INTELLECTUAL PROPERTY RIGHTS

We do not own any material intellectual property rights apart from our brand names and logos. We are not dependent on patents, licenses or other intellectual
property which are material to our business or results of operations, other than licenses to use the software that accompany most of our equipment purchases.

LICENSES

PLDT, SubicTel, ClarkTel, Philcom, Smart, Digitel, SBI and CURE provide telecommunications services pursuant to legislative franchises which will expire, in the case
of PLDT, on November 28, 2028; in the case of SubicTel, in 2019; in the case of ClarkTel, on June 30, 2024; in the case of Philcom, in November 2019; in the case of
Digitel, in February 2013; in the case of Smart, on March 27, 2017 and with respect to spectrum transferred from PCEV, on May 14, 2019; in the case of SBI, on July 14,
2027 in the case of DMPI, on December I, 2027; and in the case of CURE, on April 24, 2026, although PLDT has agreed to divest the CURE spectrum as a part of the
NTC decision with respect to PLDT's acquisition of a controlling interest in Digitel. A franchise holder is required to obtain operating authority from the NTC to
provide specific telecommunications services. These approvals may take the form of a GPCN, or, while an application for a CPCN is pending, a provisional authority
to operate. Pravisional authorities are typically granted for a period of 18 months. The Philippine Revised Administrative Code of 1987 provides that if the grantee of
a license ar permit, such as a CPCN or provisional authority, has made timely and sufficient application for the extension thereof, the existing CPCN or provisional
autharity will not expire until the application is finally decided upon by the administrative agency concerned.

PLDT

PLDT operates its business pursuant to a number of provisional authorities and CPCNs, the terms of which will expire at various dates between now and 2028. The
CPCNs pursuant to which PLDT may provide services to most of the Metropolitan Manila area, Davao and other Philippine cities expired in 2003. Although some of
PLDT's CPCNs and provisional authorities have already expired, PLOT filed applications for extension of these CPCNs and provisional authorities prior to their
respective expiration dates and is therefore entitled to continue to conduct its business under its existing CPCNs and provisional authorities pending the NTC's
decision on these extensions. PLDT expects that the NTC will grant these extensions; however, there can be no assurance that this will occur. The periods of validity
of some of PLDT's CPCNs has been extended further by the NTC to November 28, 2028, coterminous with PLDT's current franchise under R.A. 7082. Motions to
extend the period of validity of the other CPCNs to November 28, 2028 have been granted by the NTC. See “Risk Factors and Other Considerations - Risk Factors
Relating to The Company and lts Business - Our business is significantly affected by governmental laws and requlations, including regulations in respect of our
franchises, rates and taxes” for further discussion.

0n August 22, 2008, PLDT was granted authority under NTC Case No. 2007-033 to operate in key cities and municipalities nationwide not yet covered by its existing
CPCNs and/or authorizations. This approval extended the coverage of PLDT to all areas nationwide except for seven areas in Albay province. On July 17, 2008, the
NTC granted PLDT a provisional authority under NTC Case No. 2006-078 to operate in the seven areas in Albay, thereby, authorizing it to operate nationwide.

0n August 31, 2011, the NTC rendered its decision in NTC Case No. 2011-030 granting provisional authority for PLOT to participate in the ownership, construction and
maintenance of the ASE submarine cable network and further authorizing PLDT to construct the Philippine terminal station thereof in Daet, Pravince of Camarines
Norte. The said provisional authority was valid for 18 months from receipt thereof by PLDT or up to February 28, 2013. PLDT filed an application for extension of its
pravisional authority on February 12, 2013. On July 05, 2013, the NTC granted PLDT a CPCN for a period of ten years based on its franchise under RA 7T082.

Digitel
Digitel operates its business pursuant to a number of provisional authorities and CPCNs. Under these CPCNs, Digitel may provide services to: (a) install, operate,
maintain and develop telecommunications facilities in Regions | to V; (b) install, operate and maintain telephone systems/networks/services in Quezan City,

Valenzuela City and Malabon, Metropolitan Manila and Tarlac; (c) install, operate and maintain an IGF in Binalonan, Pangasinan; (d) install, operate and maintain an [GF
in Metropalitan Manila; (e) operate and maintain a National Digital Transmission Netwark; (f) install, operate, and maintain a nationwide CMTS using GSM and/or
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[DMA technology; and (g) install, operate and maintain a cable landing station. Digitel was also granted provisional authorities to:(a) install, operate and maintain
LECs in the National Capital Region; and (b) install, operate and maintain LEC services in Visayas and Mindanao.

Smart

Smart operates its cellular, international long distance and national long distance services pursuant to CRCNs, the terms of which will expire upon the expiration of
its franchise. On July 22, 2002, Smart was granted separate CPCNs to operate a CMTS and an IGF. On August 26, 2002, Smart was granted a CPCN to install,
operate and maintain nationwide global mobile personal communications via satellite which will also expire upon expiration of its franchise. On February 19, 2008,
Smart was granted a GPCN to establish, install, maintain, lease and operate an international private leased circuit for a term that is coterminous with the expiration
of its franchise. Prior to that, Smart was permitted to engage in these activities pursuant to a provisional authority and timely filed an application for the grant of
such CPCN. On September 29, 2009, Smart was granted a provisional authority to install, operate and maintain a nationwide data communications network which is
valid for 18 manths or up to March 29, 2011 Smart filed a motion for issuance of CPCN or extension of provisional authority on March 3, 2011, Acting on the motion,
the NTC issued an Order on June 24, 2011, extending the provisional autharity from March 28, 201l up to but not beyond March 28, 2014, On May 28, 2010, the NTC
issued an order granting the extension of Smart's provisional authority to construct, install, operate and maintain a nationwide public calling office and payphone
service from January 3, 2010 up to January 4, 2013. On January 2, 2013, Smart filed a Motion for Issuance of CPCN and/or extension of provisional authority. Acting
on the said mation, the NG issued an Order dated September 25, 2013, extending the provisional authority from January 4, 2013 up to January 4, 2017.

(n December 29, 2003, Smart was awarded a 3G license by the NTC after being ranked the highest among the competing operators with a perfect score on a 30-
point grading system designed to gauge the capability of telecommunication operators to effectively provide extensive 36 services. As a result, Smart received the
largest radio frequency allocation of 15 MHz as well as first choice of frequency spectrum. Smart chose the 320-1335 MHz and 2110-2125 MHz spectrums. Smart is
required to pay annual license fees of Phpll3 million based on the 15 MHz of paired spectrum awarded to Smart.

Smart was awarded by the NTC additional frequency band 825-835/870-880 MHz for 36 use on March B, 2008. Smart was required to pay to NTC the spectrum
user fee, or SUF, of Phplal million based on the additional 10 MHz of 3G frequencies.

DMPI

[n August 28, 2003, the NTC approved the assignment by Digitel of its authority to construct, install, operate and maintain a nationwide CMTS using GSM and/or
[:DMA technology ta its whally-owned subsidiary, DMPI. DMPI aperates under the trade name Suz Lz/u/arand is also a grantee of a 25-year legislative franchise
under R.A. 3180, which will expire on December 11, 2027. DMPI was also awarded a 3G license by the NTC with 10MHz radio frequency allocation.

SBI

[n January 8, 2010, the NTC approved the transfer to SBI of PCEV's CPCN to establish, construct, operate and maintain a nationwide CMTS and PCEV is now an
investment holding company. The CPCN for CMTS transferred to SBI had a validity of 15 years from the date of issuance or until August I8, 2012, which was extended
for a period coterminous with the life of SBI's franchise, or July 2022, by order of the NTC on November 8, 2012.

SBlis a grantee of a 23-year legislative franchise under R.A. 8337, which will expire on July 14, 2022, to construct, install, establish, maintain, lease and operate wire
and/or wireless telecommunications system throughout the Philippines.

[n August 26, 2009, the NTC granted SBI a CPCN far the installation, operation and maintenance of the data leased channel circuit network service for a period
coterminous with the life of its existing franchise. SR is a grantee of a provisional autharity for the expansion of its data leased channel circuit network service in
several areas in Zamboanga Sibugay, Sultan Kudarat, Southern Leyte, Biliran, Compostela Valley, Davan Oriental, Dinagat Island and Shariff Kabunsuan. The
pravisional authority is valid for 18 months from September 29, 2009 until March 29, 2011 SBI filed a motion for issuance of CPCN or extension of provisional
authority an March 2, 2001, The said motion is still pending resolution by the NTC. SBl is also a grantee of a provisional authority for the installation, operation and
maintenance of international leased line service that was valid up to February 2003 and the mation for extension of which remains pending with the NIC as at the
date of this annual repart.

CURE

CURE is a grantee of a 25-year congressional franchise under R.A. 3130, which will expire on April 24, 2026, to construct, install, establish, maintain, lease and
operate wire and/or wireless telecommunications system throughout the Philippines. The NTC granted CURE a provisional authority to install, operate and maintain
a nationwide 3G network on January 3, Z006 valid for 18 manths, which was subsequently extended for three years from January 4, 2007 until January 3, 2010. On
December 3, 2008, CURE filed a motion for the issuance of CPCN or extension of its provisional authority. CURE had also submitted its roll-out plan to the NG on
January 4, 2010. As at the date of this annual report, this mation is still pending with the NTC. The congressional franchise, spectrum and associated permits of
CURE are expected to be divested as part of the NTC decision with respect to the Digitel acquisition. See “Information on the Company -- Development Activities --
Divestment of CURE" for further information.
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PDSI

PDSlis a grantee of a 25-year congressional franchise under R.A. 8932 which will expire on January 26, 2026 to construct, install, establish, operate and maintain
for commercial purposes and in the public interest, the business of providing basic and enhanced telecommunications services in and between provinces and
municipalities in the Philippines and between the Philippines and other countries and territories.

PDSIis a holder of a provisional authority issued by the NTC to construct, install, operate and maintain an information and data communication network in key cities
and municipalities in the Philippines on December 22, 2005 with validity of 18 months or until June 22, 2007, which has been successively extended by the NTC
thereafter. Most recently, on April 7, 2010, the NTC issued an order dated June 29, 2010 extending the provisional authority of PDSI to anather three years or up to
June 22, 2013. PDSI filed a Motion for Issuance of CPCN and/or extension of provisional authority on May B, 2013 which remains pending as at this date. Likewise,
PDSIis a registered VAS provider for internet access services and VaolP.

The following table sets forth the spectrum system, licensed frequency and bandwidth used by Smart, Digitel, SBI, CURE and PDSI:

Carrier Spectrum System Frequency Assignment Bandwidth
Smart ETACS/GSM 800 887.5-905/842.5-350 MHz 7.5 MHz
GSM 1800 1725-1730/1820-1825 MHz 5.0 MHz
1730-1732.5/1825-1827.5 MHz 2.5 MHz
1735-1740/1830-1835 MHz 5.0 MH
1745-1750/1840-1845 MHz 5.0 MHz
1780-1782.5/1875-1877.5 MHz 2.5 MHz
3G (W-COMA) 1920-1935/2110-2125 MHz 15.0 MHz
825-835/870-880 MH: 10.0 MHz
Digitel GSM 1800 1760-1775/1855-1870 MHz 15.0 MHz
1782.5-1785/1877.5-1880 MHz 2.5 MHz
1935-1945/2125-2135 MHz 10.0 MHz
2520-2535 MHz 15.0 MHz
SBI AMPS/CDMA 824-825/869-870 MHz 1.0 MHz
B45-846.5/890-891.5 MHz 1.5 MHz
Wireless broadband 2670-2690 MH" 20.0 MHz
2400-2483.5 MHz" 73.0 MHz
3400-3590 MH" 94.0MHz
5470-5850 MHZ" 123.0MHz
CURE 36 1855-1965/2145-2155 MHz® 10.0 MHz
P3| BWA (WiMAX) 7332.5-2362.5MHz 30.0 MHz

"
2

SB frequency assignments on these bands are non-contiguous and are on 8 per station and location basis.
The congressional franchise, specirum and associated permits of CURE are expected to be divested as part of the NIL decision with respect to the Digitel acquisition. See “Information on the Lompany - Development Activities - Divestment
of CURF” for further information.

MATERIAL EFFECTS OF REGULATION ON OUR BUSINESS

(perators of IGFs and cellular telephone operators, pursuant to E.0. No. 109, are required to install @ minimum number of local exchange lines. Of these new lines,
operators are required to install one rural exchange line for every ten urban exchange lines installed. Smart and PCEV were required to install 700,000 and
400,000 rural lines, respectively, and each has received a certificate of compliance from the NTC.

PLDT, SubicTel, ClarkTel, Philcom, Smart, Digitel, PCEV, SBI and CURE are required to pay various permit, regulation and supervision fees to the NTC. PLDT was
previously engaged in disputes with the NTC over some of the assessed fees. For more information on the disputes invalving PLDT, see “Legal Proceedings --NTC
SRE."

During  the  ath  Philippine  Congress  in 2010,  Smart  was  requested to  attend &  hearing  regarding  HB
No. 1224 or the Corporate Social Responsibility Act Bill filed by Rep. Gloria Macapagal-Arroyo and Rep. Diosdado Macapagal Arroyo. Aside from this proposed
|egislation, both the Congress and the Senate of the Philippines have pending bills filed by various legislators concerning Anti-Trust, Competition and the setting up
of a Fair Trade Commission. Senate Rill No. | introduced by Sen. Juan Ponce Enrile seeks to penalize unfair trade and anti-competitive practices in restraint of trade,
unfair competition, abuse of dominant power and aims to strengthen the powers of regulatory authorities. The bill penalizes cartelization, monopolization, abuse of
maonopoly power or dominant position, and other unfair competition practices. The PLOT Group submitted its position paper on the bill an November I, 2000. Other
Senate bills which have been introduced during the 15" Congress on the subject matter are Senate Bill nos. 123, 175 and 1838. The various committee hearings on
these Senate bills have already been concluded and the Senate of the Philippines is expected to come out with one final version in substitution of these various
Senate Bills any time soon. HB No. 4835, a consolidated bill in substitution of HR Nos. 548, 913, 1007, 1583, 733, and others, is a similar bill proposed in the House of
Representatives, which penalizes anti-competitive agreements, abuse of dominant position, and anti-competitive mergers and establishes a Philippine Fair
Competition Commission, or the Commission. Under this proposed bill, the Commission has the power, among others, to commence investigations on transactions,
agreements, or acts, that prevent, distort or restrict competition. It is relevant that the bill considers a prima facie case of anti-competitive agreement when two
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or more firms that are ostensibly competing for the same relevant market and actually perform or complementary acts among themselves which tend ta bring
about artificial and unreasonable increase, decrease or fixing in the price of any goods or when they simultaneously and unreasonably increase, decrease or fix the
prices of their seemingly competing goods thereby lessening competition in the relevant market among themselves. This bill has undergone third reading but to
date, no final version has yet been released.

There are also bills introduced in the 15" Congress of the Philippines which seek to regulate interconnection charges by either prescribing lower rates or, worse,
abolishing the same. Some of them are HB Nos. 4939 of Representative Winston Castelo, HB No. 4598 of Representative Joseph Violago and HB No. 2858 of
Representatives Rufus B. Rodriguez and Maximo B. Rodriguez. Committee hearings on these bills are ongaing.

The NTC has issued a number of directives that regulate the manner in which we conduct our business:

On July 3, 2009, the NTC issued Memorandum Circular No. 03-07-2009. imposing an extension of the expiration of the prepaid loads from two
months to various expiration periods ranging from three days to 120 days. Smart and DMPI has been implementing the new validity period of
prepaid loads since

July 19,2008,

On  July 7. 2009, the NIC amended its rules on  broadcast messaging in Memorandum  Circular
No. 04-07-2008, which prohibits content and/or information providers from initiating push messages. |t further requires that requests for
services must be initiated by the subscribers and not forced upon them by the public telecommunications entities and/or content providers. |t
further mandates that subscribers be sent a notification when they subscribe for any service and be given an option whether to continue with the
availed service.

On July 23, 2009, the NTC issued Memorandum Circular No. 03-07-2009 mandating cellular operators, including Smart, to charge calls on a
maximum six-second per pulse basis instead of the previous per minute basis whether the subscriber is prepaid or postpaid. The NTC granted
Smart the provisional authority to charge new rates and implement six-second per pulse scheme on December 4, 2009. Smart subsequently
implemented the six-second per pulse directive by billing on a six-second per pulse basis, if subscribers entered additional dialing numbers as a
prefix before the actual number. The NTC opposed Smart's implementation of the six-second per pulse directive. In December 2009, Smart and
other CMTS providers challenged the implementation of the NTC memorandum circular before the Court of Appeals, which issued a writ of
preliminary injunction preventing the NTC from implementing its six-second per pulse billing directive. On December 28, 2010, the Court of Appeals
promulgated a decision finding that the NTC had no basis to impose the rates it fixed for the six-secand per pulse and that the CMTS operators have
the option to file their rate applications anew. However, the Court ruled also that under the NTC memorandum circular, the six-second per pulse is
the default mode and that the NTC has the power to regulate the rates of CMTS providers under Section 17 of R.A. 7923, even in the absence of
ruinous competition, monopoly, cartel or combination thereof in restraint of free competition. The NTC, through the Office of the Solicitor General
filed a motion for partial reconsideration of the decision which Smart opposed. Smart and the other petitioners, except DMPI, likewise filed
separate motions for partial reconsideration. The Court of Appeals denied all motions for reconsideration on January 19, 2012. Smart and CLRE
filed their petitions for review with the Supreme Court on March (5, 2012 and March 12, 2012, respectively. The six-second per pulse billing scheme
is expected to have a negative impact on Smart's revenue, profit and ARPU as this is expected to decrease the amount of time billed per call as a
result of moving to shorter billing intervals of six seconds from the previous one minute.

(n February 18, 201, the NTC issued Memorandum Circular No. 01-02-201f which amang others required maobile phone providers like Smart and
OMPI to make internet access through maobile phanes optional; inform their subscribers of charges for internet access through mobile phones; and
remind subscribers through SMS if at least G0% of credit limit has already been consumed.

On October 24, 201, the NTC issued Memorandum Circular No. 02-10-2011 which mandates that interconnection charge for SMS between two
separate networks shall not be higher than Php0.15 per SMS. Accordingly, Smart amended its interconnection amendments with other SMS
providers in compliance with the circular. However, the NTC issued a show cause order dated December 12, 2011 requiring it to explain in writing
within 13 days from receipt of the order why it has not lowered SMS retail rates despite the issuance of Memorandum Circular No. 02-10-2011.
Smart and DMPI filed their answers on January 12, 2012, arguing, among others, that the circular does not mandate the reduction of SMS retail
rates and that the NTC has no power to impose rates on mobile operatars.

On July 15, 2011, the NTC issued Memorandum Circular No. 7-7-2001 which required broadband service providers to specify the minimum
broadband/internet connection speed and service reliability and the service rates in advertisements, flyers, brochures and service agreements.
The said Memorandum Circular also set the minimum service reliability of broadband service to 80%.

On December 13, 2011, the NTC issued a decision lowering the interconnection charge to/from LEC and to/from CMTS to Php2.50 per minute, from

Php4.00 per minute for LEC to CMTS and Php3.00 per minute from CMTS ta LEC, making it in parity with each other. PLDT and Smart separately
filed their respective mations for reconsideration alleging among others that interconnection, including the rates thereof, should be by law a
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product of bilateral negotiations between the parties and the decision was unconstitutional as an invalid exercise by the NG of its quasi-legislative
powers and violates the constitutional guarantee against non-impairment of contracts. As at the date of this report, the matter is pending before

the NTC.

See “Risk Factors and Other Considerations - Risk Factors Relating to the Company and lts Business - Our business is significantly affected by governmental laws
and regulations, including regulations in respect of our franchises, rates and taxes” for further discussion.

In order to diversify the ownership base of public utilities, the Public Telecommunications Palicy Act R.A. 7923, requires a telecommunications entity with regulated
types of services to make a public offering through the stock exchanges representing at least 30% of its aggregate common shares within a period of five years
from: (a) the date the law became effective; or (b) the entity's first start of commercial operations, whichever date is later. PLDT and PCEV have complied with this
requirement. However, Smart and DMPI have not conducted a public offering of its shares. |f Smart and DMPI are found to be in violation of R.A. 7923, this could
result in the revocation of the franchises of Smart and DMPI and in the filing of a guo warranto case against Smart and DMP by the Office of the Solicitor General of
the Philippines. See "Risk Factors and Other Considerations - Risk Factors Relating to the Company and Its Business - The franchise of Smart and DMPI may be
revoked due to their failure to conduct a public offering of their shares” for further discussion.

(n April 14, 2008, the NG released the implementing guidelines on developing reference access offers, which are statements of the prices, terms and conditions
under which a telecommunications carrier proposes to provide access to its network or facilities to another such carrier or value-added service provider.

COMPLIANCE WITH ENVIRONMENTAL LAWS

We have not been subject to any material fines or legal or regulatory action involving noncompliance with environmental regulations of the Philippines. We are not
aware of any noncompliance in any material respect with relevant environmental protection regulations.

EMPLOYEES AND LABOR RELATIONS

As at September 30, 2013, we had 18,135 employees within the PLDT Group, with 8,243 and 3,892 employees in our wireless and fixed line groups, respectively. PLDT
had 6,634 employees as at September 30, 2013, of which [7% were rank-and-file employees, 76% were management/supervisory staff and 7% were executives.
This number represents a decrease of 840, or approximately 4%, from the staff level as at December 31, 2012. From a peak of 20,312 employees, as at December 3,
1994, PLDT's number of employees declined by 13,678 employees, or 67%, as at September 30, 2013.

We and our business units had the following employees as at September 30, 2013 and 2012, and December 31, 2012, 201! and 2010:

September 30, December 31,
2013 2012 2012 2011 2010

PLDT Group 18135 19,086 18973 19.452 19,407
Wireless 8243 8467 8513 8143 5165
Fixed Line 487 10619 10467 1409 nz

I JI51 T8l 7546 a0m 7595
[thers 24 2808 256 2357 2847

PLOT Only B.634 5,688 B.617 7,087 7.008

The decrease in the number of employees within the PLDT Group from the year 2012 to the first nine months of 2013 was primarily due to the availment of the MRP
by Smart and DMP| employees as at September 30, 2013.

PLDT has three employee unions, representing in the aggregate 9,489, or 15% of the employees of the PLOT Group. We consider our relationship with our rank-and-
file employees' union, our supervisors' union and our sales supervisors’ union to be good.

0n December 3, 2012, PLOT and the Manggagawa ng Kemunikasyan sa Filjings, or MKP, our rank-and-file employees’ union, concluded and signed a new three-year
GBA, covering the period from November 8, 2012 to November 8, 2015. This CBA provides each member a special bonus equivalent to one month's salary (computed
at the salary rate prevailing prior to November 9, 2012) plus Php37.000; increase of the monthly salary of Php2,700, Php2.900 and Phpd.300 for the first, second
and third year, respectively; an increase in the yearly Christmas gift certificate from Phpd,000 to Phpl0,000; an increase in the amount of coverage under the
group life insurance plan from Php750,000 to Php850,000; Phpaa,000 funeral assistance for the death of a dependent; additional contribution of Php2 million to the
Educational Trust Fund: and relocation assistance of Php40,000. Other provisions of this CBA include increases in the rice subsidy, hospitalization benefits for
dependents, daily per dizm. New features of this CBA include prescription eyeglass subsidy and funding assistance for a joint Management-Union environmental
awareness education program.

[n December 22, 2010, a CBA was signed by PLDT and Zasay ng Unyon sa Telekomunikasyon ng mga Superbisor, or GUTS, our supervisors' union covering a three-

year period from January |, 201l to December 31, 2013. This CBA provides for increases of the manthly salary by 8%, 3% and 9% of basic pay for the first, second
and third year of the GBA, respectively, or Php3,000 whichever is higher; a goodwill signing and expeditious agreement bonuses of Php30,000 and Php43,000,
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respectively; an increase in the yearly Christmas gift certificate from Php3,000 to Phpl0.000; Php45.000 funeral assistance for the death of a qualified dependent:
and additional contribution of Php2 million to the Educational Trust Fund. Other provisions include increases in rice subsidy, ger digm allowance and hospitalization
benefits for dependents. Negotiations for a new CBA covering the period from January |, 2014 to December 31, 2016 are still ongoing as at the date of this report.

On January B, 2011, a new CBA covering a three-year period starting from January 1, 2001 was signed by PLDT and PLDT Sales Supervisors' Union, or PSSU, which
provided for salary increases for the period from January |, 201l to December 31, 2013. This CBA provides for increases of the monthly salary by 8%, 9% and 9% of
basic pay for the first, second and third year of the CBA, respectively, or Php3,000 whichever is higher; a one-time lump sum clothing accessory allowance of
PhpB.000; a goodwill signing bonus of Php30.000 and an expeditious agreement bonus of Php43.000; an increase in the yearly Christmas gift certificate from
Php3.000 to Phpl0,000; Php4a.000 funeral assistance for the death of a qualified dependent; and additional contribution of Php350.000 to the Educational Trust

Fund. Other provisions included increases in rice subsidy, ger digm allowance and hospitalization benefits for dependents.
PENSION AND RETIREMENT BENEFITS
Defined Contribution Plan

Smart and certain of its subsidiaries have a host defined contribution plan under which it recognizes an expense for contribution made to such plan in relation to
services rendered by covered employees. I the contribution already paid exceeds the contribution due for service before the end of the reparting period. such
excess is recognized as a prepaid asset to the extent that the prepayment will lead to a reduction in future payments. When the expected future value of the plan
assets is below the future expected value of the retirement benefits prescribed under RA. 784l otherwise known as “The Retirement Pay Law”, such deficit is
accounted for similar to defined benefit accounting.

Defined Benefit Pension Plans

We have separate and distinct retirement plans for PLDT and majority of our Philippine-based operating subsidiaries, administered by the respective Fund's
Trustees, covering permanent employees. Retirement costs are separately determined using the projected unit credit method. This method reflects services
rendered by employees to the date of valuation and incorporates assumptions concerning employees’ projected salaries.

Retirement costs comprise the following:

e Service cost;
e Net interest on the net defined benefit obligation or asset; and
o Remeasurements of net defined benefit obligation or asset

Service cost which include current service costs, past service costs and gains or losses on non-routine settlements are recognized as part of compensation and
employee benefits account in the consolidated income statements.

Net interest on the net defined benefit asset or obligation is the change during the period in the net defined benefit asset or obligation that arises from the passage
of time which is determined by applying the discount rate based on the government bonds to the net defined benefit liability or asset. Net deferred benefit asset is
recognized as part of advances and aother noncurrent assets and net defined benefit obligation is recognized as part of pension and other employee benefits in our
consolidated statement of financial position.

Remeasurements comprising actuarial gains and losses, return on plan assets and any change in the effect of the asset ceiling (excluding net interest on defined
benefit obligation) are recognized immediately in other comprehensive income in the period in which they arise. Remeasurements are not classified to profit or loss
in subsequent periods.

The net defined benefit asset or liability comprises the present value of the defined benefit obligation (using a discount rate based on government bonds, as
explained in Aote 5 - Management’s lse of Accounting Judgments, Estimates and Assumptions - Estimation of Pension Benefit Losts and Other Employee Benefits),
net of the fair value of plan assets out of which the obligations are to be settled directly. Plan assets are assets held by a long-term employee benefit fund or
qualifying insurance palicies and are not available to our creditors nor can they be paid directly to us. Fair value is based on market price information and in the
case of quoted securities, the published bid price. The value of any defined benefit asset recognized is restricted to the present value of any economic benefits
available in the form of refunds from the plan or reductions in the future contributions to the plan. See Mote 23 - Fmployee Benefits - Defined Benefit Pension Flans
to the accompanying consolidated financial statements for more details.

Net consalidated pension benefit costs from continuing operations amounted to PhpdZa million, PhpaB0 million and Php737 million for the years ended December 31,
2012, 201 and 2010, respectively, while net consolidated pension benefit costs from discontinued operations amounted to Phpl70 million, Php8 million and Phpa4
million for the years ended December 31, 2012, 2001 and 200, respectively. The prepaid benefit costs from continuing operations amounted to Phpl.470 million,
Php8.483 million and Phpa,734 million as at December 31, 2012 and 2011, and January 1, 2011, respectively. The accrued benefit costs from continuing operations
amounted to Php431 million, Php433 million and Php337 million as at December 31, Z012 and 2011, and January 1, 2011, respectively, while that from discantinued

83



operations amounted to Php206 million as at December 31, 2012. See Motz 7 - Summary of Significant Accounting Policies - Discontinved [perations, Note 5 -
Income and Expenses - Lompensation and Employee Benefits, Note 18 - Prepayments and Note 25 - Employee Benefits - Defined Benefit Pension Flans to the
accompanying consolidated financial statements for further discussion.
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DESCRIPTION OF PROPERTIES

We own four office buildings located in Makati City and own and operate 481 exchanges nationwide, of which 38 are located in the Metropolitan Manila area, including
DMPI's 10 exchanges. The remaining 423 exchanges, including DMPI's 198 exchanges, are located in cities and small municipalities outside Metropolitan Manila area.
We also own radio transmitting and receiving equipment used for international and domestic communications. As at September 30, 2013, we had 9,452 cell sites,
206357 cellular/mobile broadband base stations and 2,903 fixed wireless broadband base stations, of which approximately 10,000 are 4G-capable broadband
stations. As at December 31, 2012, we had 9,979 cell sites, 18,943 cellular/mobile broadband base stations and 2871 fixed wireless broadband-enabled base
stations.

As at September 30, 2013, our principal properties. excluding property under construction, consisted of the following, based on net book values:

e 72% consisted of cable, wire and cellular facilities, including our DFON, subscriber cable facilities, inter-office trunking and toll cable facilities
and cellular facilities;

e |3% consisted of central office equipment, including IGFs, pure national tall exchanges and combined local and toll exchanges;

e |0% consisted of land and improvements and buildings, which we acquired to house our telecommunications equipment, personnel, inventory
and/or fleet;

e 1% consisted of information origination and termination equipment, including pay telephones and radio equipment installed for customers use,
and cables and wires installed within customers' premises; and

e 4% consisted of other work equipment.
For more information on these properties, see Mote 4 - Property, Plant and Equipment to the accompanying consolidated financial statements.

These properties are located in areas where our subscribers are being served. In our opinion, these properties are in good condition, except for ordinary wear and
tear, and are adequately insured.

The majority of our connecting lines are above or under public streets and properties owned by others. Far example, for many years, the PLOT Group has been using
the power pole network of Meralco in Metropolitan Manila for PLDT's fixed line aerial cables in this area pursuant to short-term lease agreements with Meralco with
typically five-year and more recently one-year terms.

PLDT's, Smart's, PCEV's and Digitel'sproperties are free from any mortgage. charge, pledge, lien or encumbrance; however, a portion of ePLDT's property is subject
to liens.

The PLDT Group has various |ease contracts for periods ranging from one to ten years covering certain offices, warehouses, cell sites, telecommunications
equipment locations and various office equipments. For more information on the obligations relating to these properties and long-term obligations, see Aote 77 -
Financial Assets and Liabilitiesto the accompanying consolidated financial statements.

For 2013, we expect that cash from operations should enable us to increase the level of our capital expenditures for the continued expansion and upgrading of our
network infrastructure. We expect to make additional investments in our core facilities to maximize existing technologies and increase capacity to accommodate
expected continued increases in call and text volumes as a result of unlimited voice and text offerings and other promations. Our 2013 estimated consolidated
capital expenditures is approximately Php23 billion, of which approximately PhplZ billion is estimated to be spent by PLDT, approximately PhplB billion is estimated to
be spent by Smart; approximately Phpa00 million is estimated to be spent by DMPI; and the balance represents the estimated capital spending of our other
subsidiaries. Smart's capital spending is focused on building out its coverage, leveraging the capabilities of its newly modernized network, expanding its
transmission network, increasing international bandwidth capacity and expanding its 3G and wireless broadband netwarks in order to enhance its data /broadband
capabilities. Smart is also enhancing its network and platforms infrastructure and systems to support solutions deployment, campaign analytics and service
delivery platform to enable customized and targeted services. PLDT's capital spending is intended principally to finance the continued build-out and upgrade of its
broadband data and IP infrastructures and for its fixed line data services and the maintenance of its network. DMPI's capital spending is intended principally to
finance its mainstream services and integration with the PLDT Group network of its core and transmission network to increase penetration, mainly in provincial
areas to achieve greater business benefits from a closely synergized environment.
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LEGAL PROCEEDINGS

Except as disclosed in the following paragraphs. neither PLDT nor any of its subsidiaries is a party to, and none of their respective properties is subject to, any
pending legal proceedings that PLDT considers to be potentially material to its and its subsidiaries' business.

NTC SRF

Since 1994, following the rejection of PLDT's formal protest against the assessments by the NTC of SRF, pursuant to Section 40 of Commonwealth Act No. 146,
otherwise known as the Public Service Act, PLDT and the NTC had been involved in legal proceedings before the Court of Appeals and the Supreme Court. The
principal issue in these proceedings was the basis for the computation of the SRF. PLDT's position, which was upheld by the Court of Appeals, but, as set forth below,
was rejected by the Supreme Court, was that the SRF should be computed based only on the par value of the subscribed or paid up capital of PLDT, excluding stock
dividends, premium or capital in excess of par. The Supreme Court, in its decision dated July 28, 1999, ordered the NTC to make a recomputation of the SRF based
on the actual amount paid (inclusive of premiums) for the “capital stock subscribed or paid” and not on par or market value. Subsequently. in February 2000, the
NTC issued an assessment letter for the balance of the SRF, but in calculating said fees, the NTC used as basis not only capital stock subs cribed or paid, but also the
stock dividends. PLDT questioned the inclusion of the stock dividends in the calculation of the SRF and sought to restrain the NTC from enforcing its assessment until
the resolution of the issue. Prior to the resolution of the issue mentioned above, PLDT paid the SRF due in 2000 together with the balance due from the recalculation
of the SRF and had been paying the SRF due in September of each year thereafter, excluding the portion based on stock dividends.

In a resolution promulgated on December 4, 2007, the Supreme Court upheld the NTC assessment of SRF based on outstanding capital stock of PLDT, including stock
dividends. In a letter to PLDT on February 29, 2008, or the Assessment Letter, the NTC assessed the total amount of SRF on stock dividends due from PLDT ta be
Php2 870 million, which assessment included penalties and interest. On April 3, 2008, PLDT complied with the Supreme Court resolution by paying to the NTC the
outstanding principal amount relating to SRF on stock dividends in the amount of Php4ad million, but not including penalties and interest. PLDT believes that it is not
liable for penalties and interest, and therefore protested and disputed NTC's assessments in the total amount of Php2 870 million, which included penalties. In
|etters dated April 14, 2008 and June 18, 2008, or the Demand Letters, the NTC demanded payment of the balance of its assessment. On July 9, 2008, PLDT filed a
Petition for Certiorari and Prohibition with the Court of Appeals, or the PLDT Petition, praying that the NTC be restrained from enforcing or implementing its
Assessment Letter and Demand Letters, all demanding payment of SRF including penalties and interests. The PLDT Petition further prayed that after notice and
hearing, the NTC be ordered to forever cease and desist from implementing and/or enfarcing, and annulling and reversing and setting aside, the Assessment Letter
and Demand Letters. The Court of Appeals, in its Decision dated May 25, 2010, granted PLDT's Petition and set aside/annulled the NTC's Assessment Letter and
Demand Letters. The NTC did not file a Motion for Reconsideration of the decision of the Court of Appeals but instead filed a Petition for Review, or the NTC Petition,
directly with the Supreme Court. PLDT received a copy of the NTC Petition on July 28, 2010, and after receiving the order of the Supreme Court, filed its comment an
the NTC Petition on December 7, 2010. The NTC filed a Reply dated August 26, 2011 and PLDT filed a Rejoinder on Octaber 12, 2011,

(n January 30, 2013, the Supreme Court's Third Division issued a resolution denying the NTC Petition for failure to show any reversible error in the challenged
judgment as to warrant the exercise of the Supreme Court's discretionary appellate jurisdiction. The Supreme Court resolution affirms the decision of the Court of
Appeals, which declared that the NTC erred in imposing/assessing penalties and interest on the SRF payment of PLDT far the period [387-2007, and annulled and set
aside the Assessment Letter and Demand Letters. On April 10, 2013, the NTC filed a Motion for Reconsideration of the decision of the Supreme Court. PLDT received
the Motion for Reconsideration on April 13, 2013 and filed its Comment/Opposition on May 13, 2013.

0n June 26, 2013, the Supreme Court issued a resolution denying with finality the Motion for Reconsideration of the NTC. PLDT received the Supreme Court's
resolution on August B, 2013, which serves as the termination of the case.

Arbitration with Eastern Telecommunications Philippines, Inc., or ETPI

Since 1990, PLOT and ETPI have been engaged in legal proceedings involving a number of issues in connection with their business relationship. While they have
entered into Compromise Agreements in the past (one in February 1930, and another one in March 1333). these agreements have not put to rest their issues against
each other. Accordingly, to avoid further protracted litigation and improve their business relationship, both PLDT and ETPI have agreed in April 2008 to submit their
differences and issues to voluntary arbitration. For this arbitration (after collating various claims of one party against the other), ETPI, on one hand, initially
submitted its claims of about Php2.9 billion against PLOT; while PLDT, on the other hand, submitted its claims of about Php2.8 billion against ETPI. Pursuant to an
agreement between PLDT and ETPI, the arbitration proceedings have been suspended.

Matters Relating to Gamboa Case and the recent Jose M. Roy Ill Petition
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In the Gamboa Case, the Supreme Court in its decision dated June 28, 2011, or the Gamboa Case Decision, held that “the term ‘capital' in Section I, Article XII of the
1987 Constitution refers only to shares of stock entitled to vote in the election of directors and thus, in the case of PLDT, only to voting common shares, and not to
the total outstanding capital stock (commaon and non-voting preferred shares)”. The Gamboa Case Decision reversed earlier opinions issued by the Philippine SEC
that non-voting preferred shares are included in the computation of the B0%-40% Filipino-alien equity requirement of certain economic activities, such as
telecommunications which is a public utility under Section I1, Article Xl of the (387 Constitution. Several Motions for Reconsideration of the Gamboa Case Decision
were filed by the parties. (n October I8, 2012, the Gamboa Case Decision became final and executory.

While PLDT was not a party to the Gamboa Case, the Supreme Court directed the Philippine SEC in the Gamboa Case "to apply this definition of the term ‘capital' in
determining the extent of allowable foreign ownership in PLDT, and if there is a violation of Section 1I, Article XII of the Constitution, to impose the appropriate
sanctions under the law."

On July 5, 2001, the Board of Directors of PLDT approved the amendments to the Seventh Article of PLDT's Articles of Incorporation consisting of the sub-
classification of its authorized preferred capital stock into preferred shares with full voting rights, or Voting Preferred Stock, and serial preferred shares without
voting rights, and ather confarming amendments, or the Amendments. The Amendments were approved by the stockholders of PLDT on March 22, 2012 and by the
Philippine SEC on June 8, 2012

[n October 12, 2012, the Board of Directors of PLDT approved the specific rights, terms and conditions of the Voting Preferred Stock and authorized the subscription
and issuance thereof to BTFHI, a Filipino corporation. On October 16, 2012, BTFHI subscribed to 150 million newly issued shares of Voting Preferred Stock, or the
Voting Preferred Shares, at a subscription price of Phpl.O0 per share for a total subscription price of Phplal million pursuant to a subscription agreement dated

October 15, 2012 between BTFHI and PLDT.

(n May 30, 2013, the Philippine SEC issued SEC Memorandum Circular No. 8, or the Philippine SEC Guidelines, which provides under Section 2 thereof, as follows: “All
covered corporations shall, at all times, observe the constitutional or statutory ownership requirement. For purposes of compliance therewith, the required
percentage of Filipino ownership shall be applied to both: (a) the total number of outstanding shares of stock entitled to vote in the election of directors; and (b) the
total number of outstanding shares of stock, whether or not entitled to vote in the election of directors.” PLDT was, and continues to be, compliant with the
Philippine SEC Guidelines. As at end of September 30, 2013, PLDT's foreign ownership was 32.67% of its outstanding shares entitled to vote (Common and Voting
Preferred Shares), and 17.95% of its total outstanding capital stock.

(n June 10, 2013, PLDT was served a copy of a Petition for Certiorari under Rule 63 of the Revised Rules of Court, or the Petition, filed with the Supreme Court by
Jose M. Roy Ill as petitioner against the Chairperson of the Philippine SEC, Teresita Herbosa, the Philippine SEC and PLDT as respondents. The Petition primarily
questions the constitutionality of the Philippine SEC Guidelines in determining the nationality of a Philippine company pursuant to the Gamboa Case Decision and
Section 11, Article Xl of the Constitution. Per the Philippine SEC Guidelines, the Philippine nationality requirement of Section II, Article XII of the Constitution is met if
at least 60% of: (a) the outstanding voting stocks; and (b) the outstanding capital stock of the company is owned by Filipinos.

The Petition admits that if the Philippine SEC Guidelines were to be followed, PLDT would be compliant with the nationality requirement of the Philippine Constitution.
However, the Petition claims that the Philippine SEC Guidelines do not conform to the letter and spirit of the Constitution and the Gamboa Case Decision supposedly
requiring the application of the B0%-40% ownership requirement in favor of Filipina citizens separately to each class of shares, whether comman, preferred non-
voting, preferred voting or any other class of shares, or the Other Gamboa Statements. The Petition also claims that the PLDT-BTF does not satisfy the effective
Filipino-control test for purposes of incorporating BTFHI which acquired the 150 million Voting Preferred Shares.

Wilson C. Gamboa, Jr., Daniel V. Cartagena, John Warren P. Gabinete, Antonio V. Pesina, Jr., Modesto Martin Y. Mamon and Gerardo C. Erebaren, or the Intervenars,

filed a Motion for Leave to file Petition-In-Intervention dated July 16, 2013 which the Supreme Court granted in a Resolution dated August B, 2013. The Petition-In-
Intervention raised identical arguments and issues as that of the Petition.
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PLDT, through counsels, filed its Comment an the Petition on September 3, 2013. In its Comment, PLDT raised the following defenses: (a) Petitioner's direct recourse
to the Supreme Court in filing the petition violates the fundamental doctrine of the hierarchy of courts. There are no compelling reasons to invoke the Supreme
Court's original jurisdiction; (b) The Petition was prematurely brought before the Supreme Court. Petitioner failed to exhaust administrative remedies before the
Philippine SEC. and there are facts yet to be established (in the lower courts) that are necessary for a proper and complete ruling; (c) The Petition is in the nature of
a petition for mandamus and/or declaratory relief which, under Rules 55 and B3 of the Rules of Court, are not within the exclusive and/or original jurisdiction of the
Supreme Court, as provided under Article VI, Sections a(1). 5(3). B and Il of the Constitution and Rule 56 of the Rules of Court; (d) The Petition must be dismissed in
as much as it is challenging the validity and constitutionality of a Memorandum Circular, which was issued in the exercise of the Philippine SEC's quasi-legislative
power, for which a petition for certiorari is an inappropriate remedy; (e) Assuming arguendo that the issuance of Philippine SEC Memorandum Circular No. 8
involved the exercise by the Philippine SEC of its quasi-judicial power, the Petition still cannot prosper since the issue of the validity and constitutionality of Philippine
SEC Memorandum Circular No. 8 does not pertain to errors of jurisdiction on the part of the Philippine SEC; (f) Petitioner is not the proper party to question the
constitutionality of the Philippine SEC Guidelines and PLDT's compliance with the Gamboa decision and the Petition is likewise not a valid taxpayer's suit and should
not be entertained by the Supreme Court; (g) The Petition seeks relief that effectively deprives the necessary and indispensable parties affected thereby (such as,
BTFHI, Medialluest, PLDT-BTF, and all corporations in which PLDT-BTF made an investment and their subsidiaries) of their constitutional right to due process, all of
whom were nat impleaded as parties; and (h) Philippine SEC Memorandum Circular No. 8 merely implemented the dispositive portion of the Gamboa Case Decision.

Particularly, for the defense under (h) abave, PLDT arqued that: (a) the only binding and enforceable part of the Gamboa Case Decision is the dispositive portion,
which defined the term “capital” under Article XII, Section Il of the 1987 Constitution as “shares of stock entitled to vote in the election of directors”, and such
dispositive portion of the Gamboa Case Decision is properly reflected and enforced in Philippine SEC Memorandum Circular No. 8. The Other Gamboa Statements
were just "obiter dicta” or expressions of opinion which have no precedential value and binding effect; and (b) with respect to the nationality of PLDT-BTF and BTFHI,
the fundamental requirements which needs to be satisfied in order for PLDT-BTF and BTFHI to be considered Filipino is for PLDT-BTF's Trustees to be Filipinos and
B60% of the Fund will accrue to the benefit of Philippine nationals. This is reflected in Section 3(a) of R. A. No. 7042, as amended, or the Foreign Investment Act,
which provides that the term “Philippine national” includes “a trustee of funds for pension or other employee retirement or separation benefits, where the trustee is
a Philippine national and at least 0% of the fund will accrue to the benefit of "Philippine nationals”. Both requirements are present with respect to the PLDT-BTF.
[onsequently, there is no question that PLDT-BTF and BTFHI are Filipino shareholders for purposes of classifying their 130 million shares of Voting Preferred Stock in
PLDT and as a result, more than 60% of PLDT's total voting stock is Filipino-owned. PLDT is thus compliant with the Philippine nationality requirement under Article
XII, Section Il of the 1987 Constitution.

PLDT filed its Comment on the Petition-in-intervention on October 22, 2013. PLDT raised identical defenses and arquments in its Comment on the Petition-in-
intervention as that of its Comment on the Petition.

The resolution of the Jose M. Roy Il Petition and the Petition-in-intervention remains pending with the Supreme Court.
Dther disclosures required by 245’ 57 Pravisions, Lantingent Ligbilities and Lontingent Assets, were not provided as it may prejudice our position in on-going claims,

litigations and assessments. See Note 5 - Management’s Use of Accounting Judgments, Estimates and Assumptions - Pravision for Legal Lontingencies and Tax
Assessments to the accompanying consolidated financial statements.
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MARKET PRICE OF AND DIVIDENDS ON COMMON EQUITY AND RELATED
STOCKHOLDER MATTERS

MARKET INFORMATION
Common Capital Stock and ADSs

The shares of common stock of PLOT are listed and traded on the PSE and, prior to October 19, 1994, were listed and traded on the American Stock Exchange and
Pacific Exchange in the United States. On October 19, 1334, an ADR facility was established, pursuant to which Citibank, N.A., as the Depositary, issued ADRs
evidencing ADSs with each ADS representing one PLDT comman share with a par value of Phpa per share. Effective February {0, 2003, PLDT appointed JP Morgan
Chase Bank as successor depositary of PLDT's ADR Facility. The ADSs are listed on the NYSE and are traded on the NYSE under the symbaol of “PHI".

The public ownership level of PLDT common shares listed on the PSE as at October 31, 2013 is 93.86%.

For the period from January | to October 31, 2013, a total of 36.7 million shares of PLDT's common capital stock were traded on the PSE. During the same period, the
volume of trading was 9.5 million ADSs on the NYSE.

(n November 9, 201, the PSE approved the listing of the additional 27.7 million comman shares of PLDT, which were issued on October 26, 2011 at the issue price of
Php2.500 per share, as consideration for the acquisition by PLDT of the Enterprise Assets of Digitel, see Mote /7 - Business Lombinations and Acquisition of
Noncontrolling Interests - PLOTs Acquisition of Djgite/to the accompanying consolidated financial statements.

(n January 27, 2012, a total of 1.6 million PLDT common shares were issued for settlement of the purchase price of 2,918 million common shares of Digitel tendered
by the noncontrolling Digitel stockholders under the mandatory tender offer conducted by PLDT, and which opted to receive payment of the purchase price in the
form of PLDT comman shares.

As at October 31, 2013, 10,517 stockholders were Philippine persons and held approximately 453.56% of PLDT's common capital stack. In addition, as at October 31,
2013, there were a total of approximately 44.3 million ADSs outstanding, substantially all of which PLDT believes were held in the United States by 306 halders.

High and low sales prices for PLDT's common shares on the PSE and ADSs on the NYSE for each of the full quarterly period during 2012 and 2011, for the three
quarters and for the months of October, November and December of 2013 were as follows:

Philippine Stock Exchange New York Stock Exchange
High Low High Low
2003
First Duarter Php3,004.00 Php2,530.00 1S$74.08 USSE2.1
Second Nuarter 3290.00 2,682.00 7863 62.30
Third Quarter 310.00 2,680.00 7178 59.04
Fourth Ouarter 305400 283200 71.36 B5.79
October 305400 283200 71.36 B5.79
November 2.870.00 2572.00 B6.44 5926
December (through December 3, 2013) 2.756.00 2,686.00 62.80 B1.52
201
First Quarter 2.886.00 2,542.00 6750 5846
Second luarter 2.750.00 2.280.00 B3.71 52.34
Third Ouarter 2.940.00 2,670.00 B9.44 B2.47
Fourth Quarter 279400 2480.00 B6.30 5953
201
First Quarter 2550.00 199000 58.80 46.08
Second luarter 2498.00 2202.00 5816 57216
Third Quarter 243400 2,096.00 58.68 4790
Fourth Quarter 2,588.00 211800 58.85 4799
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Holders
As at October 31, 2013, there were 12,018 holders of record of PLDT's common shares. Listed below were the top 20 common shareholders, including their
nationalities, the number of shares held, the amount of their holdings, and the approximate percentages of their respective shareholdings to PLDT's tatal outstanding

common stocks:

Approximate

Number % to Total
of Shares Amount of Outstanding
Name of Holder of Record Nationality Held Holding Common Stock

| PCD Nominee Corporation Various 38.184.843 } Phpl90.924.245 }
Filiping 39.101.880 195,508,400 38.17
2. J.P. Morgan Asset Holdings (Hong Kong) Ltd. Chinese 43283.347 216426733 20.03
3. Philippine Telecommunications Investment Corporation Filiping 26,034,263 13071315 12.05
4. NTTDOCOMD, Inc. Japanese 22,798,902 113,984,510 10.53
3. Metro Pacific Resources. Inc. Filiping 21,556,676 107.783.380 9.98
B.  NTT Communications Corporation Japanese 12,633.487 B3.167.435 385
7. Social Security System, or SS8 Filiping 8,338.379 41691835 3.86
8. Pan-Malayan Management & Inv Corp. Filiping 640,000 3.200.000 0.30
9. Manuel V. Pangilinan Filiping 244450 1222250 [IN]]
I0.  AlbertF. &/or Margaret Gretchen V. del Rosario Filiping 163,954 819.770 0.08
Il Alfonso T. Yuchengco Filiping 118.458 992290 0.05
12. Edward &/or Anita Tortorici American 96,874 484,370 0.04
13. Enrigue T. Yuchengeo, Inc. Filiping 59,868 299,340 0.03
14, James L. Go Filiping 97814 283,570 0.03
15, JOC Investment Realty Enterprise, Inc. Filiping 47708 238,540 0.02
IB.  Par Investment & Realty Corporation Filiping 38,390 191,950 0.02
I7. Hare & Company American 34.81 174,035 0.02
18. SzeYeSe Filiping 30,000 130,000 0ol
19. George Verstraete American 28744 148,720 0ol
20. Traders Royal Bank Filiping 29,682 148,410 0ol

213,523 636 Phpl 067,618,180
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Dividends

The following table shows the dividends declared to common shareholders from the earnings for the years ended December 31, 2010, 2011 and 2012 and for the nine

months ended September 30, 2013:

Date Amount

Earnings Approved Record Payable Per share Total Declared

(in pesos) (in millions)
2010 August 3, 2010 August 19, 2010 September 21, 2010 8 Phpt4.a70
2000 March 1, 201 March 16, 201 April 19, 201 8 14,267
2010 March |, 201 March I, 201 April 19, 201 Bt 12,378
272 41483
pAllll August 2, 2011 August 31, 2011 September 27, 2011 8 14,567
200 March 6. 2012 March 20, 2012 April 20,2012 63 1381
200 March 6. 2012 March 20, 2012 April 20,2012 48 1037
18 38,549
2012 August 7, 2012 August 31, 202 September 28, 2012 B0 12,964
2012 March 5. 2013 March 19, 2013 April 18, 2013 B0 12,963
2012 March 5. 2013 March 19. 2013 April 18,2013 5 11235
72 37,62
203 August7, 2013 August 30, 2013 September 27, 2013 B3 13512

Qur current dividend policy is to pay out 70% of our core earnings per share taking into consideration the interest of our shareholders as well as our working
capital, capital expenditures and debt servicing requirements. The retention of earnings may be necessary to meet the funding requirements of our business
expansion and development programs. However, in the event no investment opportunities arise, we may consider the option of returning additional cash to our
shareholders in the form of special dividends up to the 30% balance of our core earnings or share buybacks. We were able to declare dividend payouts of
approximately 100% of our core earnings for the six consecutive years from 2007 to 2012. The accumulated equity in the net earnings of our subsidiaries, which
form part of our retained earnings, are not available for distribution unless realized in the form of dividends from such subsidiaries. Dividends are generally paid in
Philippine pesos. In the case of shareholders residing outside the Philippines, PLDT's transfer agent in Manila, Philippines, which acts as the dividend-disbursing
agent, converts the Philippine peso dividends into LS. dollars at the prevailing exchange rates and remits the dollar dividends abroad, net of any applicable
withholding tax.

Selected Financial Data and Key Performance Indicators

The selected financial information set forth in the following tables has been derived from PLDT's unaudited interim condensed consolidated financial statements as at
September 30, 2013 and December 31, 2012 and far the nine months ended September 30, 2013 and 2012 and its audited consolidated financial statements as at
December 31, 2012 and 2011, and Janaury 1, 2011 and for the years ended December 31, 2012, 2011 and 2010. This should be read in conjunction with the unaudited
interim condensed consolidated financial statements and audited consolidated financial statements annexed to this Prospectus, the section entitled "Management's
Discussion and Analysis of Financial Condition and Results of Operations” and other financial information included therein.

PLDT's unaudited interim condensed consolidated financial statements were prepared in compliance with PAS 34, “Interim Financial Reporting” and review by SGV &
Co.. in accordance with Philippine Standard on Review Engagement ("PSRE") 2410, “Review of Interim Financial Information Performed by Independent Auditor of the
Entity." PLDT's audited consolidated financial statements were prepared in accordance with the Philippine Financial Reporting Standards and were audited by SGV &
Co.. in accordance with Philippine Standards on Auditing Standards (“PSA”). The consolidated statement of financial position amounts as at December 31, 2010 are
equivalent to the amounts as at January |, 201l as presented in the audited consolidated financial statements, included in this Prospectus.
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The summary financial information set out below does not purport to project the results of operations or financial condition of PLDT for any future period or date.

Nine months ended September Years ended December 31,
2013 2012077 2012% 2011®7%79 201077
(in millions)

Income Statement Data:

Revenues Phpl24,585 Phpl21,363 PhplB3 484 Phpl48.479 Phpla0.814
Service revenues 121,604 118.050 160183 145,834 148,097
Non-service revenues 2981 2313 3295 245 221

Fxpense 89.220 88.134 122,980 106,424 95.287

Dther income (expenses) (2168) 3,039 3102 (970) (1.904)

Income before income tax 3387 36.268 43,608 41,085 93623

Nt income (loss) 28895 28359 36.098 31218 39,828

Continuing operatians 26926 27998 35,306 30,351 40.314
Discontinued operations 2,063 363 943 867 (489)
Core income 28,788 27890 36.807 38,616 41,594
Continuing aperatians 28883 21332 36.308 37821 41,038
mn | operations (89) 358 Rl 783 038

EBITDA fram cantinuing operations 58,550 1203 70,388 78225 82.043

EBITDA margin® 43% 48% 4T% 4% 5%

Reported earnings per common share:

Basic 133.81 13120 167.07 161.08 210.53
Diluted 133.81 13120 167.07 160.91 210.53

Reported earnings per common share from continuing operations:

Basic 12423 128.52 164.55 136.52 21313
Diluted 12423 128.52 164.55 136.39 21313

Core earnings per common share:

Basic 133.03 127.99 170.58 138.39 72023
Diluted 133.03 127.99 170.58 133.22 72023

Core earnings per common share from continuing operations:

Basic 133.48 126.33 168.03 135.27 217.35
Diluted 133.48 126.33 168.03 13310 217.35

Other Data:

Net cash provided by operating activities 91605 94,822 80.370 79.209 71260

Net cash used in investing activities 8,001 22,165 39,058 28.12 23283

Lapital jtures 14,888 13294 36.336 31207 28,766

Net cash used in financing activities 92652 39,125 48678 40,204 90,322

Dperational Data

Number of cellular subscribers 72438270 68,593,733 69.866.458 63,696,629 43,636,008

Number of fixed line subscriber: 2.073.831 2127188 1997671 2,029,358 1.822.105

Number of broadband subscribers: 3.328.368 3146867 2,328,024 2068408 1999,025

Fived Line. 545767 874257 887.399 842,273 643,048
Wirele: 2378607 2267450 2,328,024 2068408 1.355.877
Number of employees: 18,135 13.086 18975 19.930 13.407
Fixed Line. 4897 10619 10462 11,887 10,242
LT, i 78l 1548 9072 7,395

Others 2H 2808 2918 280 2847

Wirele: 8243 8467 8.3 8043 565

September 30, December 31,
2013 2012? 2011%29) 2010%

Balance Sheet Data:

Total assets 390,817 405,815 401792 278,083

Property, plant and equi - net 191,578 200,078 200142 163,184

Cash and cash equivalents and short-term i 30,374 37161 46,057 36.678

Total equity attributable to equity holders of PLOT 139.337 145,350 133,861 97416

Notes payable and long-term debt. including current portion 109,453 115,792 17.275 89,646

Net debt®™ to equity ratio 0.57 0.94x 0.46x 0.54x

U fs adjusted to reflect the discontinued operations of the BPL segment See Note 2 - Summary of Signifizant Azcounting Palicies - Changes in Accounting Policies and Disclosures and Note 5 - W s Use of A

Estimates and Assumptions - Assets Held-for-Sale and Disconti Jperations to the i idated financial far a further discussion of the classification of the BPL segment as an asset held-for-sale.

)

As adiusted to reflect the adustments on the application of the Revised PAS 19 - Fmployee Benefits. See Note 7 - Summary of Significant Accounting Palicies - Lhanges in Accounting Policies and Disclosures to the accompanying consolidated
financial statements for further discussion.

Includes the Digitel Broup's results of operations for the period from October 26, ZUN to December 5| 20l and consolidated financial position as at Oecember 3| 20N
FBITOA margin for the periad is measured as FBITDA from continuing operations divided by service revenues.

3

“

()

Net debt iis derived by deducting cash and cash equivalents and short-term investments fram total debt (long-term debt including current portion and notes payable).
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@ The December 3/ 20/ comparative assets and liabilities was adjusted to reflect the adustment to the provisional amounts used in the purchase price allacation in relation to the acquisition of Oigitel. See Note 15 - Business Lombinations and
Acguisition of Noncontrolling Interests - PLOT's Acquisition of Digitel to the i lidated financial. for further di

The following table shows our financial soundness indicators as at September 30, 2013 and 2012, and December 31, 2012, 2011 and 2010:

September 30, December 31,
2013 2012 2012 2011 2010
Current Ratio” 0.5310 06110 0.69:10 06110 0.76:.0
Net Debt to Equity Ratio™ 0.57.0 06110 0.5410 04640 0.5410
Net Debt to EBITDA Ratio®® 102:.0 11740 10410 090:10 0.6410
Asset to Equity Ratio® 28040 28310 27810 26110 28510
Interest Coverage Ratio® B6.36:1.0 B.5110 71310 7.9:0 90510
Profit Margin® 23% 23% 2% 2% 26%
Return on Assets” 9% Th 9% 9% 14%
Return on Equity® 26% 20% 24% 25% 4%
EBITDA Margin®® 48% 48% §T% 54% 55%

D Lyrrent ratio is measured as current assets dvided by current liabilities (including current portion - L0, unearned revenues and mandatory tender option hability,)

@ Vet Debt to equity ratio is measured as total debt (long-term debt including current portion and notes payable) less cash and cash equivalent and shart-term investments divided by total equity.

 Net Dbt to EBITDA rati is measured as total debt (Iong-term debt including current portion and notes payable) less cash and cash equivalent and short-term investments divided by FBITOA for the 17 months average period.

@ fsset to equity ratio is measured as total assets divided by total equity.

@ Interest coverage ratio is measured by EBIT, or earnings before interest and taxes for the 12 manths average period. divided by total financing cost for the 17 months average period.

@ Profit margin is derived by dividing netincome for the period with total revenues for the period.

7 Return on assets is measured as 12 months average net income for the period divided by average total assets.

@ Return on Fquity is measured as 17 months average net income for the period divided by average total equity.

“ EBITOA margin for the period is measured as EBITDA divided by service revenes for the period.
FBIIDA for the periad is measured as net income for the period excluding depreciation and amortization, amortization of i assels, asset impair on noncurrent assets, financing cost interest income, equity share in net
earnings (losses) of associated and joint ventures, foreign exchange gains (losses) - net gains (losses) on derivative financial instruments - net provision for (benefit from) income tax and other income (expenses) for the period.

.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

OVERVIEW

We are the largest and most diversified telecommunications company in the Philippines. We have organized our business into business units based on our products
and services and have three reportable operating segments which serve as bases for management's decision to allocate resources and evaluate operating
performance:

. Wireless — wireless telecommunications services provided by Smart Communications, Inc.. or Smart, and Digital Mobile Philippines, Inc., or
DMPI, which owns the Sun Lelifar business and is a wholly-owned subsidiary of Digitel, our cellular service providers; SBI and PDSI, our
wireless broadband service providers; Chikka, and its subsidiaries, or Chikka Group, our wireless content operators; and ACeS Philippines, our
satellite operator;

. Fixed line — fixed line telecommunications services primarily provided by PLDT. We also provide fixed line services through PLDT's
subsidiaries, namely, PLDT Clark Telecom, Inc., PLDT Subic Telecom, Inc., PLDT-Philcom, Inc. or Philcom, and its subsidiaries. or Philcom Group,
PLDT-Maratel, Inc., SBI, PDSI, Bonifacio Communications Corporation, PLDT Global and Digitel, all of which together account for approximately
12% of our consolidated fixed line subscribers; and information and communications infrastructure and services for internet applications,
internet protocol, or [P-based solutions and multimedia content delivery provided by ePLDT, IPCOSI. AGS, and its subsidiaries, or AGS Group, and
netBames, Inc.; and bills printing and other VAS-related services provided by ePDS, Inc., or ePDS; and

. [thers —Philippine Global Investment Holdings, Inc., PLDT Global Investments Corporation and PCEV, our investment companies.
PERFORMANCE INDICATORS

We use a number of non-Generally Accepted Accounting Principles performance indicators to monitor financial performance. These are summarized below and
discussed later in this report.

EBITDA

ERITDA for the period is measured as net income from continuing operations excluding depreciation and amortization, amortization of intangible assets, asset
impairment on noncurrent assets, financing costs, interest income, equity share in net earnings (losses) of associates and joint ventures, foreign exchange gains
(Iosses) - net, gains (losses) on derivative financial instruments - net, provision for (benefit from) income tax and other income. EBITDA is monitored by the
management for each business unit separately for purposes of making decisions about resource allocation and performance assessment. EBITDA is presented also
as a supplemental disclosure because our management believes that it is widely used by investors in their analysis of the performance of PLDT and to assist them in
their comparison of PLOT's performance with that of other companies in the technology, media and telecommunications sectar. We also present EBITDA because it
is used by some investors as a way to measure a company's ahility to incur and service debt, make capital expenditures and meet working capital requirements.
Companies in the technology, media and telecommunications sector have historically reported EBITDA as a supplement to financial measures in accordance with
PFRS. ERITDA should not be considered as an alternative to net income as an indicator of our performance, as an alternative to cash flows from operating activities,
as a measure of liquidity or as an alternative to any other measure determined in accordance with PFRS. Unlike net income, EBITDA does not include depreciation
and amortization or financing costs and, therefore, does not reflect current or future capital expenditures or the cost of capital. We compensate for these
limitations by using EBITDA as only one of several comparative tools, together with PFRS-based measurements, to assist in the evaluation of operating performance.
Such PFRS-based measurements include income before income tax, net income, cash flows from operations and cash flow data. We have significant uses of cash
flows, including capital expenditures, interest payments, debt principal repayments, taxes and other non-recurring charges, which are not reflected in ERITDA. Our
calculation of EBITDA may be different from the calculation methods used by other companies and, therefore, comparability may be limited.
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Core Income

Core income for the period is measured as net income attributable to equity holders of PLDT (net income less net income attributable to noncontrolling interests),
excluding foreign exchange gains (losses) - net, gains (Insses) on derivative financial instruments - net (excluding hedge costs), asset impairment on noncurrent
assets, other non-recurring gains (losses). net of tax effect of aforementioned adjustments, as applicable, and similar adjustments to equity share in net earnings
(losses) of associates and joint ventures. The core income results are monitored by the management for each business unit separately for purposes of making
decisions about resource allocation and performance assessment. Also, core income is used by the management as a basis of determining the level of dividend
payouts to shareholders and basis of granting incentives to employees. Core income should not be considered as an alternative to income before income tax or net
income determined in accordance with PFRS as an indicator of our performance. Unlike income before income tax, core income does not include foreign exchange
gains and losses, gains and losses on derivative financial instruments, asset impairments and other non-recurring gains and losses. We compensate for these
imitations by using core income as only one of several comparative tools, together with PFRS-based measurements, to assist in the evaluation of operating
performance. Such PFRS-based measurements include income before income tax and net income. Our calculation of core income may be different from the
calculation methods used by other companies and, therefore, comparability may be limited.

MANAGEMENT’S FINANCIAL REVIEW

We use our EBITDA and our core income to assess our operating performance; a reconciliation of our consolidated EBITDA and our consolidated core income to our
consolidated net income for the nine manths ended September 30, 2013 and 2012, and for the years ended December 31, 2012, 2011 and 2010 is set forth below.

The following table shows the reconciliation of our consolidated EBITDA to our consolidated net income for the nine manths ended September 30, 2013 and 2012, and

for the years ended December 31, 2012, 201l and 2010:

September 30, December 31,
2013 2012" 77 20129 201173 2010" ™%
(in millions)
EBITDA from continuing operations Php58.550 Phph7.205 75.388 78225 82.048
Add (deduct) adjustments to continuing operations:
Dther income 2,006 4712 3.813 2628 1929
Equity share in net earnings of associates and joint ventures 1,903 1,440 1538 2033 1,408
Interest income 680 1.008 1,304 1.357 1180
Bains (losses) on derivative financial instruments - net 432 (L360) (2.009) 20 (1741)
Assetimpairment - - (2.896) (8.014) (478)
Amortization of intangible assets (736) (1018) (921) (I17) (163)
Retroactive effect of adoption of Revised PAS 19 (1269) - 1287 - -
Foreign exchange gains (losses) - net (2.004) 2424 3282 (733) 1850
Financing costs - net (0.245) (4,385) (6.876) (B.454) (6.530)
Provision for income tax (8.271) (8.272) (8.050) (10,734 (13.309)
Depreciation and amortization (22,180) (22.957) (32.394) (27.539) (25.881)
Total adj (32.624) (29.209) (39.832) (47.874) (41.733)
Net income from continuing operations 26,928 27886 35,038 30351 40314
Net income from discontinued operations 2069 363 943 867 (489)
Consolidated net income Php28.995 Php28.359 36.099 31218 39.825
U s adjusted to reflect the discontinued operations of the BP0 segment See Note 2 - Summary of Significant A ing Policies - Discantinued perations and Lhanges in Accounting Policies and Disclosures to the f
lidated financial for further di
@) fs adjusted to reflect the adiustments on the application of the Revised PAS 19 - Fmployee Benefits. See Note 2 - Summary of Signifizant Accounting Policies - Changes in A Fulicies and Disclosures to the

financial statements for further discussion.
@ Includes the Digitel Group's EBITDA for the period from October 26 200 to December 51 201
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The following table shows the reconciliation of our consolidated core income to our consolidated net income for the nine months ended September 30, 2013 and

2012, and for the years ended December 31, 2012, 201 and 2010:

September 30, December 31,
2013 2012 20129 201189 2010 %
(in millions)
Core income from continuing operations Php28.885 Php27.332 36,358 31827 41038
Core income from di { operations (39) 358 aal 789 538
Consolidated core income 28,788 27,690 36.807 38616 41,584
Add (deduct) adjustments to continuing operations:
Foreign exchange gains (losses) - net (2,004) 2424 3282 (741) 1,862
Gains (Iosses) on derivative financial instruments - net, excluding hedge cost 719 (131 (1689) 64 (1307)
Core income adjustment on equity share in net earnings (losses) of associates and joint
ventures 32 (80) (a1 (478) (699)
Net income (loss) attributable to noncontrolling interests 4 (29) (49) (BD) £
Assetimpairment - - (2.896) (8.014) (474)
Retroactive effect of adoption of Revised PAS 1g@ (1269) - 1287 - -
Net tax effect of aforementioned adjustments a22 (334) (B44) 1608 (I66)
Dthers - - - 143 -
Total adj (1859) 664 (800) (T478) (742)
Adj to di d operations 2168 bl (8) 8 (1027)
Net income from continuing operations 26,926 27936 30,056 30,351 40314
Net income from di: d operations 2,069 363 943 867 (489)
Consolidated netincome Php28.993 Php28.359 36,099 31.218 39,825
U s adjusted to reflect the discontinued operations of the BP0 segment See Note 2 - Summary of Significant A ing Falicies - Discontinued Operations and Lhanges in Accounting Folicies and Disclosures to the accompanying unaudited

financial. for further di

@ fs adusted to reflect the adustments on the applization of the Revised PAS 19 - Employee Benefits. See Nate 2 - Summary of Significant Accounting Palicies - Changes in Accounting Policies and Disclosures to the accompanying consolidated
financial statements for further discussion.
@ Includes the Digitel Group's EBITDA for the period from October 26, 200 to December 51 201

RESULTS OF OPERATIONS

The table below shows the contribution by each of our business segments to our consolidated revenues, expenses, other income (expenses), income before income
tax, provision for income tax, net income/segment prafit, ERITDA, ERITDA margin and core income for the nine months ended September 30, 2013 and 2012, and far
the years ended December 31, 2012, 2011 and 2010. In each of the nine manths ended September 30, 2013 and 2012, as well as the years ended December 31, 2012,
201 and 2010, we generated a majority of our revenues from our operations within the Philippines.
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Inter-segment

Wireless Fixed Line Others Transactions Consolidated
(in millions)
For the nine months ended September 30, 2013
Revenues Php88,232 Php47.180 Php- (Phpl0.827) Phpl24,585
Expenses B0.598 39,892 4 (11274) 89,220
Other income (expenses) (3,686) (1076) 288 (300 (2.168)
Income before income tax 23948 6212 2881 146 33.197
Provision for (benefit from) income tax 8271 (80 Ta - B.27
Net income/Segment profit 17871 6233 2816 148 78985
Continuing operations 17871 6293 2818 146 26,328
Discontinued operations - - - - 2,069
EBITDA from continuing operations 4152 17955 (4) 447 99,550
EBITDA margin” 48% 3%% - (4%) 43%
Core income 19.236 7,008 2498 146 28,788
Continuing uparatmns 19236 7.003 2438 146 28885
Discontinued operations - - - - (99)
For the nine months ended September 30, 2022
Revenues 86.337 44831 - (9.805) 121,363
Expenses 38654 39,799 5] (10.334) 88.134
Other income (expenses) il (1581 4158 (210) 3.039
Income before income tax 28,304 3481 4144 318 36.268
Provision for income tax 7830 434 3 - 8272
Net income/Segment profit 20,518 3.017 4,141 319 28339
Continuing operations 20518 3.017 4141 318 27386
Discontinued operations - - - - 363
EBITDA from continuing operations 4978 14,713 (19) 229 97.205
EBITDA margin® 0% 33% - (4%) 48%
Core income 13.298 3484 4231 319 27890
Continuing operations 13.298 3484 4231 318 21332
iscontinued operations - - - - 3a8
For the year ended December 31, 2002
Revenues 115,332 60246 - (12.694) 163484
Expenses 8377 52776 18 (13.531) 122,980
Dther income (expenses) 893 (1,781) 4358 (368) 3.102
Income before income tax 33108 0,689 4,340 468 43,606
Provision for income tax 8.094 (al) 1 - 8.050
Net income/Segment profit 26,014 9,740 4,333 469 36,099
Continuing operations 25,014 5,740 4333 469 30,056
Discontinued operations - - - - 943
EBITDA from continuing operations 94,480 20,089 (I18) 837 75,388
EBITDA margin® 8% 34% - (6%) 4%
Core income 23,694 5,769 4424 469 36.807
Continuing operations 23,684 5,769 4424 488 36.338
Discontinued operations - - - - aal
For the year ended December 31, 2011 3¢9
Revenues 103,538 28290 - (13.349) 148479
Expenses 71,009 48,174 I (13.770) 106.424
Dther income (expenses) (1.734) (966) 1998 (268) (970)
Income before income tax 30.793 8.1a0 1387 133 41,083
Provision for income tax 8429 2,308 2 - 10,734
Net income/Segment profit 22,368 9.847 1,985 1a3 31218
Continuing operations 22,366 0.847 1985 153 30351
Discontinued operations - - - - 867
EBITDA from continuing operations 55433 22382 (I 421 8225
EBITDA margin® 54% 39% - (5%) 5%
Core income 29903 3,310 2461 133 38516
Continuing operations 29803 3310 2481 153 371827
iscontinued operations - - - - 788
For the year ended December 31, 20079
Revenues 105,381 38,805 - 13472 150,814
Expenses 38713 48,543 13 14,050 95.287
Dther income (expenses) (177) (2.743) 137 (399) (1.904)
Income before income tax 4a43l B.6I7 1.352 223 23623
Provision for income tax 11411 1897 | - 13.309
Net income/Segment profit 34,020 4720 1,381 223 39.825
Continuing operations 34,020 4720 1,381 223 40,314
Discontinued operations - - - - (489)
EBITDA from continuing operations 58998 22492 (19) a7 82.043
EBITDA margin® 5% 39% - (2%) 54%
Core income 33,347 9420 2,086 223 41,584
Continuing operations 33,347 0.420 2,066 223 4,056
Discontinued operations - - - - 338
FBITOA margin for the periad is measured as EBITDA from continuing aperations divided by service revenues.
As adjusted to reflect the discontinued operations of the BFL] segment See Note 7 - Sz/mmary of Significant Accounting Folicies - Lhanges in Accounting Palicies and Disclosures and Note 5 - s Use of A
Estimates and Assumptions - Assets Held-for-Sale and Disconti Jperations to the lidated financial for a further discussion of the classification of the BPL] segment as an asset held-for-sale.
As adjusted to reflect the adjustments on the application of the Revised PAS 19 - [mp/uyae Benefits and certain presentation adjustments to conform with the current p jon of our business segments. See Nate 7 - Summary of Significant
Accounting Policies - Lhanges in Accounting Palicies and Disclosures to the i financial for further di

Ineludes the Digitel Group's results of aperations for the period from October 26, 200 to December 3/ 20/ and consolidated financial position as at December 5| 20/
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In the following discussion and analysis of our financial condition and results of operations for financial year 2012 compared to 2011, our results of operations for
2012 consolidate the results of operations of the Digitel Group (including DMPI) for the full year in 2012 while the results of operations for 201l consolidate the
results of Digitel's operations only from October 26, 200l to December 31, 201 Therefare, in the following section, references to increase in contribution from
Digitel ar DMPlin 2012 for a particular line item, such as revenues or expenses, should be read to describe the result of the inclusion of Digitel's or DMPI's results of
operations in our consolidated results of operations for the full year in 2012 as compared to the more limited period in 201 and does not necessarily reflect an
actual increase in the historical amount of such line item by Digitel or DMPIin 2012 from 2011,

Nine Months Ended September 30, 2013 and 2012

On a Consolidated Basis

Revenues

We reported consolidated revenues of PhplZ24,585 million in the first nine months of 2013, an increase of Php3.222 million, or 3%, as compared with PhplZ1,363
million in the same period in 2012, primarily due to higher revenues from data and other network, and miscellaneous services from our fixed line business, and
higher cellular and broadband revenues from our wireless business, partially offset by lower revenues from national long distance, local exchange and international

[ong distance services from our fixed line business, and satellite and other services from our wireless business.

The following table shows the breakdown of our consolidated revenues by business segment for the nine months ended September 30, 2013 and 2012:

Change
2013 % 2012% % Amount %
(in millions)
Wireless Php88.232 T Php86.337 T Phpl.893 2
Fixed line 47180 38 44,831 37 2,349 5
Inter-segment transactions (10.827) (9) (9.808) (8) (1.022) 10
Consolidated Phpl24,585 100 PhplZ1.363 100 Php3222 3
t The Se 0 2007 comparative infarmation was adusted to reflect the discontinued operations of the BFL segment and certain presentation adjustments to conform with the current p) ion of our business segments. See Note 7 -
Summary of Significant At ing Policies - Discontinued perations and Lhanges in Accounting Policies and Disclosures to the ing unaudited idated financial for further di
Expenses

Consolidated expenses increased by Phpl,0BE million, or 1%, to PhpBY.220 million in the first nine months of 2013 from Php88, 134 million in the same period in 2012,
as a result of higher expenses related to cost of sales. professional and other contracted services, asset impairment and communication, training and travel,
partially offset by lower expenses related to depreciation and amortization, interconnection costs, amartization of intangible assets, selling and promotions, taxes
and licenses, rent, and compensation and employee benefits, including the retroactive effect of the application of the Revised PAS 13 in our manpower rightsizing
pragram, or MRP, costs of Phpl. 269 million in the first nine months of 2013.

The fallowing table shows the breakdown of our consolidated expenses by business segment for the nine months ended September 30, 2013 and 2012:

Change
2013 % 2012" % Amount %
(in millions)
Wireless PhpB0.098 it} PhpaB Ba4 g7 Phpl 344 3
Fixed line 39.892 4a 39,799 4a 93 -
(thers 4 - 1a - (In (73)
Inter-segment transactions (1274) (13) (10,334) (12) (340) 3
Consolidated Php8d.220 100 PhpB8.134 100 Phpl 086 |
G The Se ber 30, 2012 comparative information was adjusted to reflect the discontinued operations of the BP0 segment certain presentation adjustments to conform with the current presentation of our business segments and the
adjustments on the application of the Revised PAS 19 - Employee Benefits. See Note 7 - Summary of Significant A ing Policies - Disconti erations and Lhanges in Accounting Palicies and Disclosures to the accompanying unaudited

f financial for further di
Other Income (Expenses)

Consolidated ather expenses amounted to PhpZ 168 million in the first nine months of 2013, a change of Phpa,207 million as against other income of Php3,039 million
in the same period in 2012, primarily due to the combined effects of the fallowing: (i) foreign exchange losses of Php2,004 million in the first nine months of 2013 as
against foreign exchange gains of PhpZ,424 million in the same period in 2012 mainly due to the revaluation of net foreign-currency denominated liabilities as a
result of the effect of the depreciation of the Philippine peso relative ta the U.S. dollar to Php43.54 as at September 30, 2013 from Php4l.08 as at December 31, 2012
as against an appreciation of the Philippine peso relative to the LS. dollar to Php4l.74 as at September 30, 2017 from Php43.92 as at December 31, 2011; (i) a
decrease in other income by Php2,706 million mainly due to the realized portion of deferred gain on the transfer of Meralco shares to Beacon Electric Asset
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Holdings. Inc., or Beacan, of PhpZ.012 million in the first nine months of 2012 and lower dividend income by Php282 million, partially offset by a gain on insurance
claims by Phpl93 million in the same period in 2013; (iii) lower interest income by Php3Z8 million due to lower weighted average peso interest rate and lower
weighted average level of dollar and peso investments, effect of lower weighted average exchange rate of the Philippine peso relative to the LS. dollar, and shorter
average tenor of dollar placements, partly offset by higher dollar interest rates and longer average tenors of Philippine peso placements; (iv) an increase in net
financing costs by Php260 million mainly due to higher amortization of debt discount, lower capitalized interest and an increase in financing charges, partially offset
by lower outstanding long-term debts by our fixed line and wireless businesses, lower interest on loans and other related items on account of lower interest rates
and lower weighted average exchange rate of the Philippine peso relative to the LL.S. dollar; (v) an increase in equity share in net earnings of associates and joint
ventures by Php4B3 million; and (vi) net gains on derivative financial instruments of Php492 million in the first nine months of 2013 as against net losses on
derivative financial instruments of Phpl.360 million in the same period in 2012 due to the depreciation of the Philippine peso, maturity of the 2012 hedges and wider
dollar and peso interest rate differentials in the first nine months of 2013,

The following table shows the breakdown of our consolidated other income (expenses) by business segment for the nine months ended September 30, 2013 and 2012:

Change
2013 % 2012% % Amount %
(in millions)
Wireless (Php3.68B) I PhpB71 22 (Php4.357) (648)
Fixed line (324) 42 (1581 (92) Ba7 (42)
Dthers 2,143 (127) 4158 137 (1.416) (34)
Inter-segment transactions (301) 14 (210) (7) (31) 43
Consolidated (2.168) 100 Php3.039 100 (Phpa 207) (IT)
t The Se 0. 2007 comparative information was adjusted to reflect the discontined operations of the BP0 segment certain presentation acjustments to conform with the current presentation of our business segments and the
adjustments on the application of the Revised PAS 19 - Employee Benefits. See Note 7 - Summary of Significant A ing Policies - Discontinued [perations and Lhanges in A ing Policies and Disclosures to the i
financial. for further
Net Income

Consolidated net income increased by PhpB36 million, ar 2%, to PhpZ8.935 million in the first nine months of 2013, from Php28.359 million in the same period in
2012. The increase was mainly due to the combined effects of the following:
(i) an increase in consolidated revenues by Php3.222 million; (ii) higher income from discontinued operations of Phpl,706 million mainly due to the gain on disposal of
our BPO business; (iii) a decrease in consolidated provision for income tax by PhpZ, 001 million, which was mainly due to lower taxable income of our wireless and
other businesses; (iv) an increase in consolidated expenses by Phpl.099 million; and (v) an increase in consolidated other expense - net by Phpa.[34 million. Our
consolidated basic and diluted EPS, including EPS from discontinued operations, increased to Phpl33.81 in the first nine months of 2013 from consolidated basic and
diluted EPS of Php!31.20 in the same period in 2012. Our weighted average number of outstanding comman shares was approximately 216.06 million in each of the
nine months ended September 30, 2013 and 2012.

The fallowing table shows the breakdown of our consolidated net income by business segment for the nine months ended September 30, 2013 and 2012:

Change
2013 % 2012 % Amount %
(in millions)

Wireless Phpl7.671 Bl Php20.518 /s (Php2.848) (14)
Fixed line B.445 i 3017 1 3428 114
Dthers 2664 Bl 4141 13 (L4TT) (36)
Inter-segment transactions 148 | 319 | (I73) (a4)
Continuing operations 26926 93 27396 99 (1,070) (4)
Discontinued operations 2,068 7 363 | |,708 470
Consolidated Php28.985 100 Php28,359 100 PhpB36 2

The September 30, 2017 comparative information was adjusted to reflect the discontined operations of the BFL segment certain presentation acjustments to conform with the current presentation of our business segments and the
adjustments on the application of the Revised PAS 19 - Employee Benefits. See Note 7 - Summary of Significant A ing Policies - Discontinued Uperations and Changes in Accounting Policies and Disclosures to the accompanying unaudited
lidated financial for further di

EBITDA

Dur consolidated EBITDA from continuing operations, amounted to Phpad,550 million in the first nine months of 2013, an increase of Php2 340 million, or 4%, as
compared with Phpa7.205 million in the same period in 2012, primarily due to higher consolidated revenues, lower operating expenses related to compensation and
employee benefits, excluding the retroactive effect of the application of the Revised PAS 19 in our MRP costs of Phpl268 million in the first nine months of 2013,
lower selling and promations expenses, and interconnection costs, partially offset by higher operating expenses driven by cost of sales, professional and other
contracted services, asset impairment and communication, training and travel.

99



The following table shows the breakdown of our consolidated ERITDA from continuing operations by business segment for the nine months ended September 30, 2013

and 2012:

Change
2013 % 2012% % Amount %
(in millions)
Wireless Php4l 152 B9 Php4l 978 73 (PhpB26) 2)
Fixed line 17958 30 14713 26 3.242 2
Dthers (4 - (15) - I (73)
Inter-segment tr i 447 | a2 | (82) (I6)
[ontinuing operations Php58.530 100 Phpa720a 100 Php2.345 4
t The September 30, 2017 comparative information was adjusted to reflect the discontinued operations of the BP0 segment certain ﬂ/‘ESEﬂfEfl[]ﬂ az//z/sﬂnﬂﬂls 1o conform Wu‘/7 the current presentation of our business segments and 1/75
adjustments on the application of the Revised PAS 19 - Employee Benefits. See Note 7 - Summary of Significant A ing Policies - inued Lperations and Lhanges in A ing Policies and Disclosures to the i
financial. for further di
Core Income

(ur consolidated core income, including core income from discontinued operations, amounted to Php28,788 million in the first nine months of 2013, an increase of
Phpl,096 million, or 4%, as compared with Php27,690 million in the same period in 2012, primarily due to an increase in consolidated revenues and lower provision
for income tax, partially offset by an increase in consolidated expenses, excluding the retroactive effect of the application of the Revised PAS 13 in our MRP costs of
Phpl 269 million in the first nine months of 2013. Our consolidated basic and diluted core EPS, including basic and diluted core EPS from discontinued operations,

increased to Phpl33.03 in the first nine months of 2013 from PhplZ27.99 in the same period in 2012.

The following table shows the breakdown of our consolidated core income by business segment for the nine months ended September 30, 2013 and 2012:

Change
2013 % 20129 % Amount %
(in millions)

Wireless Php!8.236 B7 Php!8.298 0 (PhpB2) -
Fixed line 7137 25 3484 13 3673 105
Dthers 2,348 B 4231 1a (1.885) (43)
Inter-segment transactions 148 | 319 | (I73) (a4)
Continuing operations 28.885 101 21332 93 1533 B
Discontinued operations (39) (1) 328 | (437) (128)
Gonsolidated Php?8,786 100 Php27630 100 Phpl,036 4

The September 30, 2017 comparative information was adjusted to reflect the discontinved operations of the BFl segment certain presen/a//ﬂ// adjustments to conform th/r the current presentation of our business segments and 1'/79
adjustments on the application of the Revised PAS 19 - Employee Benefits. See Note 7 - Summary of Significant A ing Policies - imued [perations and Lhanges in A ing Policies and Oisclosures to the
financial. for further di

On a Business Segment Basis
Wireless
Revenues

We generated revenues from our wireless business of PhpB8.232 million in the first nine months of 2013, an increase of Phpl 895 million, ar 2%. from PhpB6.337
million in the same period in 2012.

The fallowing table summarizes our total revenues from our wireless business for the nine months ended September 30, 2013 and 2012 by service segment:

Increase (Decrease)

2013 % 2012 % Amount %
(in millions)
Service Revenues:
Cellular Php78.278 89 Php77.088 89 1190 2
Wireless broadband, satellite and others
Wireless broadband 7073 8 6.384 7 689 Il
Satellite and others 1,028 | 1194 2 (I65) (14)
B6.380 98 84,666 98 1714 2
Non-Service Revenues:
Sale of cellular handsets. cellular §IM-packs and broadband data modems 1,852 2 1671 2 181 Il
Total Wireless Revenues PhpB8.232 100 PhpBB,337 100 Phpl,835 )

%

The September 30, 2017 comparative infarmation was adjusted to reflect certain presentation adjustments to conform with the current presentation of our business segments.
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Service Revenues

Dur wireless service revenues in the first nine months of 2013, increased by Phpl.714 million, or 2%, to Php86.380 million as compared with Php84,666 million in the
same period in 2012, mainly as a result of higher revenues from our cellular and wireless broadband services, partially offset by lower revenues from our satellite
and other services. The increase in our cellular revenues was mainly due to higher domestic voice and internet-based VAS revenues, partially offset by a decrease
in text messaging revenues, international voice and other VAS revenues. The increase in our wireless broadband revenues was mainly due to a 9% growth in our
broadband subscriber base. Our dollar-linked revenues were negatively affected by the appreciation of the Philippine peso relative to the LS. dollar, which
decreased to a weighted average exchange rate of Php42.06 for the nine months ended September 30, 2013 from Php42.56 for the nine months ended September
30, 2012 With subscriber growth being driven more by multiple SIM card ownership, especially in the lower income segment of the Philippine wireless market,
monthly cellular average revenue per unit/s, or ARPUs, for the first nine months of 2013 were lower as compared with the same period in 2012. As a percentage of
our total wireless revenues, service revenues accounted for 38% in each of the first nine months of 2013 and 2012.

Cellular Service

(ur cellular service revenues in the first nine months of 2013 amounted to Php78.278 million, an increase of Phpl190 million, or 2%, from Php77,088 million in the
same period in 2012. Cellular service revenues accounted for 31% of our wireless service revenues in each of the first nine months of 2013 and 2012.

We have focused on seqmenting the market by offering sector-specific, value-driven packages for our subscribers. These include load buckets which provide a fixed
number of messages with prescribed validity periods and call packages which allow a fixed number of calls of preset duration. Starting out as purely on-net
packages, buckets now also offer voice, text and hybrid bundles available to all networks. Smart and Su7 Lz/ular also provide packages with unlimited voice, text,
data, and combinations thereof, whose denominations depend on the duration and nature of the unlimited packages.

The following table shows the breakdown of our cellular service revenues for the nine months ended September 30, 2013 and 2012:

Increase (Decrease)

2013 2012 Amount %
(in millions)
Cellular service revenues Php78.278 Php77,088 Phpl 190 2
By service type TE584 75,159 1445 7
Prepaid 62,637 62,985 (348) (1)
Postpaid 13,947 12,154 1793 5]
By component TE584 75,159 1445 2
Voice 37788 36.87a 914 2
Data 38,795 38.264 a3l /
Jthers” 1694 1949 (255) (13)
t The St S0 2017 comparative infarmation was adjusted to reflect certain presentation adjustments ta conform with the current presentation of our business segments.

@)

FRefers to other non-subscriber-related revenues consisting primarily of inbound international roaming fees, share in revemues from PLOTs WeRfoam and PLOT Landline Plus, or PLP. services, a small number of leased line contracts, and
revenues from Lhikka and other Simart subsidiaries.
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The following table shows other key measures of our cellular business as at and for the nine months ended September 30, 2013 and 2012:

Increase (Decrease)

2013 2012 Amount %
Cellular subscriber base 72438270 68,599,733 3,898,537 ]
Prepaid 70.198.270 B6.413.877 3.782.393 B
Smart 25867645 26577564 (151022 ()
Talk N Text 51577834 Z6524760 5598074 20
Sun Cellular 14407795 14515753 (105.460) 1l
Postpaid 2,300,000 283856 116,144 b]
Sun Cellular 1455840 1524546 (41108) ()
Smart SE6 160 58910 207250 3
Systemwide traffic volumes (in millions)"
Calls (in minutes) 4,302 39,788 1,014 4
Domestic 38,616 31273 1,343 4
Inbound 489 ¥/ @h @)
Qutbound 37777 6563 1564 4
International 2586 24l I 7
Inbound 27206 2218 () -
Jutbound 480 759 18/ b/
SMS/Data count (in hits)(in millians) © 392 418 381770 10,648 3
Text messages 381221 374454 B.767 2
Domestic 380,567 373,825 B.742 2
Bucket-Priced/Unlimited 355,036 350,668 4,368 |
Standard 25931 23187 2374 i
International Ba4 629 25 4
Value-Added Services 11123 1278 3.853 a3
Financial Services 58 40 78 70

G The September 50 201 comparative information was adjusted to reflect certain presentation adjustments to confarm with the current presentation of our business segments.

Revenues generated from our prepaid cellular services amounted to PhpB2,637 million in the first nine months of 2013, a decrease of Php348 million, or 1%, as
compared with PhpB2,985 million in the same period in Z012. Prepaid cellular service revenues accounted for 82% and 84% of cellular voice and data revenues in
the first nine months of 2013 and 2012, respectively. Revenues generated from postpaid cellular service amounted to Phpl3,947 million in the first nine manths of
2013, an increase af Phpl,793 million, or 15%, as compared with Phpl2 154 million earned in the same period in 2012, and which accounted for 18% and 16% of cellular
voice and data revenues in the first nine manths of 2013 and 2012, respectively. The decrease in revenues from our prepaid cellular services was primarily due to a
decline in our revenues from outbound domestic standard SMS and international SMS, inbound and outbound international calls, and MMS-based VAS, partially offset
by an increase in revenues from domestic bucket-priced/unlimited SMS, internet/SMS-based VAS and financial services. The increase in our postpaid cellular
service revenues was primarily due to a higher subscriber base.

Voice Services

Cellular revenues from our voice services, which include all voice traffic and voice VAS, such as voice mail and outbound international roaming, increased by Php314
million, or 2%, to Php37.789 million in the first nine months of 2013 from PhpdB.875 million in the same period in 2012, primarily due to higher cellular domestic call
revenues, partially offset by lower cellular international call revenues. Cellular voice services accounted for 48% of our cellular service revenues in each of the
first nine months of 2013 and 2012.

The fallowing table shows the breakdown of our cellular voice revenues for the nine manths ended September 30, 2013 and 2012:

Increase (Decrease)

2013 2012% Amount %
(in millions)
Voice services:
Jomestic
Inbound Php3.a04 Php3 467 Php37 |
Outbound 2248 21102 1317 [}
20823 24,969 1,354 [}
International
Inbound 10,222 10,369 (147) (1)
Outbound 1644 1837 (293) (15)
11,866 12,308 (440) (4
Total Php37.789 Php36.870 Php8l4 7
(/} The S Sl 2017 comparative infarmation was adjusted to reflect certain presentation adjustments ta conform with the current presentation of our business segments.
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Domestic voice service revenues increased by Phpl.354 million, or 6%. to PhpZ5,923 million in the first nine manths of 2013 from Php24,569 million in the same
period in 2012, primarily due to an increase in domestic outbound and inbound voice service revenues by Phpl.317 million and Php37 million, respectively.

Revenues from domestic outbound voice service increased by Phpl.317 million, or 6%, to Php22 419 million in the first nine months of 2013 from PhpZ1102 million in
the same period in 2012 mainly due to increased traffic on unlimited calls and improved yield on bucket offers. Domestic outbound call volume of 37,727 million
minutes increased by 1,364 million minutes, ar 4%, from 36,363 million minutes in the same period in 2012.

Revenues from our domestic inbound voice service increased by Php37 million, or 1%, to Php3,504 million in the first nine months of 2013 from Php3 467 million in
the same period in 2012 primarily due to an increase in traffic originating from other domestic mobile carriers. Domestic inbound call volumes of 889 million
minutes in the first nine months of 2013, decreased by 21 million minutes, or 2%, from 910 million minutes in the same period in 2012 primarily due to lower traffic
from fixed line calls.

International voice service revenues decreased by Php440 million, or 4%, to Phpll.8EE million in the first nine months of 2013 from Phpl2,306 million in the same
period in 2012 primarily due to lower international inbound voice service revenues by Phpl47 million, or %, to Phpl0.222 million in the first nine months of 2013 from
Phpl0.369 million in the same period in 2012 and the decline in international outbound voice service revenues by Php233 million, or 15%. to Phpl.644 million in the
first nine months of 2013 from Phpl, 937 million in the same period in 2012. Average international termination rates also decreased in the first nine months of 2013,
The decrease in international voice service revenues was also due to the unfavorable effect on dollar-linked revenues of lower weighted average exchange rate of
Php42.06 far the nine manths ended September 30, 2013 from Php42.56 for the nine manths ended September 30, 2012. International inbound and outbound calls
totaled 2,686 million minutes, an increase of 171 million minutes, or 7%, from 2,515 million minutes in the same period in 2012.

Jata Services

Cellular revenues from our data services, which include all text messaging-related services, as well as VAS, increased by Phpad! million, or %, to Php38,795 million
in the first nine months of 2003 from Php38.264 million in the same period in 2012 primarily due to higher internet/SMS-based VAS, partially offset by lower text
messaging revenues, MMS-based VAS and Fasa Load/Give-a-Load revenues. Cellular data services accounted for 50% in each of our cellular service revenues in

the first nine months of 2013 and 2012.

The following table shows the breakdown of our cellular data service revenues for the nine months ended September 30, 2013 and 2012:

Increase (Decrease)

2013 2012" Amount %
(in millions)
Text messaging
Domestic Php3l.a22 Php31.906 (Php384) (1)
Bucket-Priced/Unlimited 22150 21,366 84 4
Standard .37 10,540 (1168) (In
International 2518 2.841 (223) (8)
34140 34,741 (07) 2)
Value-added services
Mabile internet® 3,388 2182 1208 aa
SMS-based” 928 439 67 5]
Pasa Load/Give-a-load” 400 all (({1)] (22)
MMS-based® 199 317 (I18) (37
4013 3468 1,048 30
Financial services 142 49 93 190
Total Php38.735 Php38.264 Phpadl |
t The St S0 2017 comparative infarmation was adjusted to reflect certain presentation adjustments ta conform with the current presentation of our business segments.

2, ) . ]
@ Includes revenues from web-based services, net of allocated discounts and content provider costs.
Includes revenues from infa-on-demand and voice text services, net of allocated discounts and content provider costs.

@ Includes revenues from Pasa Load and Dial*SUS, net of allocated discounts. Pasa Load/Give-a-load is a service which allows prepaid and postpaid subscribers to transfer small denominations of air time credits to other prepaid subscribers.
Dial*SUS allows Smart prepaid subscribers to borrow Php4 of load (Php3 on-net SHS plus Phpl air time) from Smart which will be deducted upon their next top-up.

5
) Includes revenues from point-to-point multimedia messaging system. or MMS, and content download services, such as ringtone, logo or music downloads, net of allocated discounts and content provider costs.

Text messaging-related services contributed revenues of Php34,140 million in the first nine months of 2013, a decrease of PhpB07 million, or 2%, as compared with
Php34.747 million in the same period in 2012, and accounted for 88% and 91% of our total cellular data service revenues in the first nine months of 2013 and 2012,
respectively. The decrease in revenues from text messaging-related services resulted mainly from lower domestic standard and international messaging revenues,
partially offset by higher text messaging revenues from the various bucket-priced/unlimited SMS offers. Text messaging revenues from the various bucket-
priced/unlimited SMS offers totaled PhpZZ.150 million in the first nine months of 2013, an increase of Php784 million, or 4%, as compared with Php21,366 million in
the same period in 2012. Bucket-priced/unlimited text messages increased by 4,368 million, or 1%, to 355,036 million in the first nine manths of 2013 from 350,668
million in the same period in 2012
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Standard text messaging revenues, which includes inbound and outhound standard SMS revenues, decreased by Phpl 168 million, or 1%, to Php8.372 million in the
first nine months of 2003 from Phpl0,540 million in the same period in 2012, primarily due to increased preference for unlimited SMS offers. Standard text
messages increased by 2,374 million, or 10% to 25,531 million in the first nine months of 2013 from 23,157 million in the same period in 2012, as a result of increased
domestic inbound SMS volume, partially offset by the decline in domestic outbound standard SMS volume.

International text messaging revenues amounted to PhpZ2 BI8 million in the first nine months of 2013, a decrease of Php223 million, or 8%, from Php2 841 million in
the same period in 2012 mainly due to the unfavorable effect of lower weighted average exchange rate on international inbound text messaging revenues, partially
offset by the higher SMS traffic and effective dollar yield of international inbound SMS.

VAS contributed revenues of Php4.513 million in the first nine months of 2013, an increase of Phpl,045 million, or 30%. as compared with Php3.468 million in the
same period in 2012, primarily due to an increase in revenues from mabile internet service, which increased by Phpl. 208 million, or 55%. to Phpd 388 million in the
first nine months of 2013 from PhpZ 182 million in the same period in 2012.

Subscriber Base, ARPL and Lhurn Rates

As at September 30, 2013, our cellular subscribers totaled 72,498,270, an increase of 3,838,537, or 6%, over the cellular subscriber base of 68,539,733 as at
September 30, 2012. Dur cellular prepaid subscriber base grew by 3,782,333, or 6%, to 70,198,270 as at September 30, 2013 from 66,415,877 as at September 30,
2012, and our cellular postpaid subscriber base increased by I16.I44, or 8%, to 2,300,000 as at September 30, 2013 from 2,183,856 as at September 30, 2012. The
increase in subscriber base was primarily due to the growth in /z% # Jext prepaid subscribers by 3,398,074, partially offset by a net decrease in Smart and Sur
Lellufar subscribers by 1,302 971 and 196,366, respectively, primarily due to lower average activations in the first nine months of 2013. Prepaid subscribers
accounted for 7% of our total subscriber base as at September 30, 2013 and 2012.

Qur net subscriber activations (reductions) for the nine months ended September 30, 2013 and 2012 were as follows:

Increase (Decrease)

2013 2012 Amount %
Prepaid 2,086,733 4523085 (2.036.352) (44)
Smart (1193.810) (653657) 1435847 (55)
Talk W Text 547776/ E057585 (2.579.504) (43)
Sun Lellular S0 767 1195157 (896.595) (75)
Postpaid 45,078 280,019 (234.940) (84)
Smart 182,680 8162 518 £9
Sun Lellular (13760 857 (509455) (180)
Total 2531812 4803104 (2.27.292) (46)

Prepaid and postpaid subscribers reflected net activations of 2,686,733 and 40,078 subscribers, respectively, in the first nine months of 2013 as compared with net
activations of 4,623,085 and 280,019, respectively, in the same period in 201Z.

The following table summarizes our average monthly churn rates for the nine months ended September 30, 2013 and 2012:

2013 2012
(in %)
Prepaid
Smart a7 6.3
Talk N Text 3.8 43
Sun Lellular 10l 10.4
Postpaid
Smart 28 21
Sun Lellular 3.7 1.0

For Smart Prepaid subscribers, the average monthly churn rate in the first nine manths of 2003 and 2012 were 5.7% and B.3%, respectively, while the average
monthly churn rate for 7z W Jext subscribers were 3.8% and 4.3% in the first nine months of 2013 and 2012, respectively. The average manthly churn rate for
Sun Lellularprepaid subscribers were |0.1% and 10.4% in the first nine months of 2013 and 2012, respectively.

The average monthly churn rate far Simart Postpaid subscribers were 2.6% and 2.7% in the first nine months of 2013 and 2012, respectively. The average manthly
churn rate for Sun Lellular postpaid subscribers was 3.7% and .0% in the first nine months of 2013 and 2012, respectively.
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The following table summarizes our average monthly cellular ARPUs for the nine months ended September 30, 2013 and 2012:

Gross"’ Increase (Decrease) Net™ Increase (Decrease)
2013 2012 Amount % 2013 2012 Amount %

Prepaid

Smart PhplB0 PhplBa (Phpd) 3) Phpl4! Phpl43 (Php2) 0]

Talk W Text 96 11 (1) (14) 83 98 (13 (13)

Sun Lellular 66 B7 (0] (0] 58 a7 | 2
Postpaid

Smart 1149 1270 (121 (D) 1133 1252 (117) (G}

Sun Lellular 473 394 8 77 4Ta 391 B4 il

Liross monthly ARFU is calculated by dividing gross cellular service revemues for the month, gross of discounts, allocated content provider costs and interconnection income but excluding inbound roaming revenues, by the average mumber of
subscriters in the month,

Net monthly ARFU is calculated by dividing gross cellular service revenues for the month, including interconnection income, but excluding inbound roaming revenues, net of discounts and content provider costs, by the average number of
subscriters in the month,

@ The S U 201 compsrative information was adjusted to reflect certain presentation adjustments to conform with the current presentation of our business segments.

)

(ur average monthly prepaid and postpaid ARPUs per quarter in 2013 and 2012 were as follows:

Prepaid Postpaid
Smart Talk ‘N Text Sun Cellular” Smart Sun Cellular”

Bross” Net™ Bross" Net’ Bross” Net Bross” Net™ Bross” Net™
2018
First Quarter 160 141 98 87 66 a7 1168 1154 48 433
Second Quarter 160 141 98 87 66 a8 1167 1153 499 493
Third Quarter 161 142 92 82 66 B0 A} 1,088 47 4T8
2012
First Quarter 170 148 116 102 B8 a7 1282 1269 390 388
Second Quarter 164 143 113 100 B6 a7 1264 1237 400 397
Third Quarter 162 140 107 93 67 a8 1283 1241 38 388
Fourth Quarter 170 149 106 93 74 B4 1263 1248 383 391

0" Sun Lellular brand and its subscribers were acquired by PLOT ypon acquisition of  contraling interest in Djgitel on Oetaber 26 200, Sun Lellular aperates through OMPL 2 whally-awned subsidiry of Digitel

@ rass manthly ARP is calculated based on the average of the gross manthly ARPLs for the quarter.
" Net manthly ARPU is calculated based on the average of the net manthly ARPUs for the quarter.
@ Ihe Sk S0 2017 comparative information was adjusted to reflect certain presentation adjustments to confarm with the current presentation of our business segments.

Wireless Broadband Satellite and Other Services

Dur revenues from wireless broadband, satellite and other services consist mainly of wireless broadband service revenues from SBI and DMPI, charges for ACeS
Philippines’ satellite information and messaging services and service revenues generated by the mohile virtual network operations of PLDT Global's subsidiary.

Wireless Broadband

Revenues from our wireless broadband services increased by PhpB83 million, or 11%, to Php7.073 million in the first nine months of 2003 from PhpB,384 million in
the same period in 2012, primarily due to a 5% growth in broadband subscriber base.

The following table shows information of our wireless broadband subscriber base as at September 30, 2013 and 2012:

Increase (Decrease)

2013 2012 Amount %
Wireless Broadband Subscribers 2,378,807 2267430 177 a
FPrepaid 1597166 1515849 81337 g
Smart Broadband 294,152 1210.235 83417 7
Sun Broadband 303,034 305,614 (2.580) (0]
Postoaid 781471 75158/ 25840 4
Smart Broadband 549,687 474,815 4,772 16
Sun Broadband 731,734 7276.EBR (44,932) (I6)
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Smart Broadband and Sun Broadband Wireless, SBI's and DMPI's broadband services, respectively, offer a number of wireless broadband services and had a total of
2,378,607 subscribers as at September 30, 2013, a net increase of 111177 subscribers, or 5%, as compared with 2.267.430 subscribers as at September 30, 2012,
primarily due to an increase by 158,689, or 8%, in Simart Broadband subscribers, partially offset by a decrease in Sz Aroadband subscribers by 47,512, or 8%, as
at September 30, 2013. Dur prepaid wireless broadband subscriber base increased by 81,337 subscribers. or 5%, to 1,937,186 subscribers as at September 30,
2013 from 1,515,849 subscribers as at September 30, 2012, while our postpaid wireless broadband subscriber base increased by 29,840 subscribers, or 4%, to
181,421 subscribers as at September 30, 2013 from 751,581 subscribers as at September 30, 2012.

Smart Broadband offers my#ra, a fixed wireless broadband service being offered under PLDT's Aome megabrand. myfro fixed wireless broadband service is
powered either via a link to Smart's wireless broadband-enabled base stations which allows subscribers to connect to the internet using an outdoor aerial antenna
installed in the subscriber's home ar via Smart's WiMAX (Worldwide Interoperability for Microwave Access) network. myBro revenues increased by Php340 million,
or 12%, to Php3.298 million in the first nine months of 2013 from PhpZ,958 million in the same period in 2012 primarily due to an increase in subscriber base by 37
thousand, or 3%, to 448 thousand as at September 30, 2013 from 41l thousand as at September 30, 2012.

Smart Broadband also offers mobile internet access through Smartfro Plug-/t a wireless modem and Simartfro Pocket Wifi a portable wireless router which can
be shared by up ta five users at a time. Both provide instant connectivity at varying speeds in places where there is Smart network coverage provided by either 36
high speed packet access (HSPA), 4G HSPA+ or Long Term Evolution (LTE) technology. SwmartBro Plug-/tand Smartfro Pocket Wifi are available in both postpaid and
prepaid variants. Smart Broadband also offers unlimited internet surfing for Smartfro Plug-/tand Pocket Wifi Prepaid subscribers. Smartfro [7F offers the latest
broadband technology with speeds of up to 42 Mbps.  Smartfra [ Plug-/t and Smartfro [TF Pocket Wifiare also available in both postpaid and prepaid variants.
We also have an additional array of load packages that offer time period-based charging and longer validity periods, as well as Afways [ packages, which offers
volume over time-based buckets catering to subscribers with varying data surfing requirements.

DMPI's Sun Broadband Wireless is an affordable high-speed broadband wireless service utilizing advanced 3.56 HSPA technology on an all-IP network offering
various plans and packages to internet users.

Satellite and Other Services

Revenues from our satellite and other services decreased by PhplBa million, or 4%, ta Phpl.029 million in the first nine months of 2013 from Phpl 134 million in the
same period in 2012, primarily due to the termination of wired and wireless leased line clients, a decrease in the number of ACeS Philippines’ subscribers and the
effect of lower weighted average exchange rate of Php42.06 for the nine months ended September 30, 2013 from Php42.56 for the nine months ended September
30,2012 on our LS. dollar and 11.S. dollar-linked satellite and other service revenues.

Non-Service Revenues

(ur wireless non-service revenues consist of proceeds from sales of cellular handsets, cellular SIM-packs and broadband data modems. Our wireless non-service
revenues increased by Phpl8! million, or 1%, to Phpl.852 million in the first nine months of 2013 fram Phpl.671 million in the same period in 2012, primarily due to
increased availments for broadband Aocket WiFi and cellular retention packages, partly offset by lower quantity of broadband Alg-/f modem and cellular
handsets/SIMpacks issued for activation.

Expenses

Expenses associated with our wireless business amounted to PhpB0,038 million in the first nine manths of 2013, an increase of Phpl.344 million, or 3%, from
Phpa8.634 million in the same period in 2012. A significant portion of this increase was attributable to higher expenses related to cost of sales, compensation and
employee benefits, professional and other contracted services, asset impairment, rent, and other operating expenses, partially offset by lower depreciation and
amortization, amortization of intangible assets, taxes and licenses, and interconnection costs. As a percentage of our total wireless revenues, expenses associated
with our wireless business accounted for 63% and 68% in the first nine months of 2013 and 2012, respectively.

The fallowing table summarizes the breakdown of our total wireless-related expenses for the nine months ended September 30, 2013 and 2012 and the percentage of
each expense item in relation to the total:

Increase (Decrease)

2013 % 2012% % Amount %
(in millions)
Depreciation and amortization Phpl2 246 20 Phpl3.276 23 (Php!,030) (8)
Rent 748 13 1253 12 208 3
Costof sales 7.369 12 9,987 q 1782 32
Compensation and employee benefits B.750 1 0,892 10 808 5}
Interconnection costs 6073 10 6222 Il (148) 2)
Repairs and maintenance 291 10 9,987 10 (78) (U]
Selling and promotions 9,447 q 9,022 q (78) ()]
Professional and other contracted services 3.054 3 2,745 h] 309 I
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Taxes and licenses 1716 3 1881 3 (I75) 3
Asset impairment 1.263 7 1,013 2 230 75
Communication, training and travel 1134 2 1021 2 113 I
Insurance and security services m | 636 | 8l 12
Amortization of intangible assets 735 | 1013 2 (284) (28)
(ther expenses B62 | 230 | 132 75

Total PhpB0.598 100 Phpa8 Bak 100 Phpl 844 3

O e s U, 2017 comparative information was adjusted to reflect certain presentation adjustments to conform with the current presentation of our business segments and the adjustments on the application of the Revised PAS 19 -
Fmployee Benefits. See Nate 7 - Summary of Significant Accounting Folicies - Lhanges in A ing Policies and Disclosures to the ing unaudited idated financial. for turther di: i

Depreciation and amortization charges decreased by Phpl.030 million, or 8%, to Phpl2.246 million primarily due to a lower depreciable asset base.

Rent expenses increased by PhpZ08 million, or 3%, to Php7.46! million primarily due to an increase in leased circuit charges and office building rental, partially
offset by lower site rental charges. In the nine months ended September 30, 2013, we had 9.457 cell sites, 20,657 cellular/mabile broadband base stations and
2,903 fixed wireless broadband base stations, of which approximately 10,000 are 4G-capable broadband stations, as compared with 10,033 cell sites, 18,586
cellular/mobile broadband base stations and 2,811 fixed wireless broadband base stations, of which 4,627 are 4G-capable broadband stations, in the same period in

2012,

Cost of sales increased by Phpl.782 million. or 32%. to Php7.363 million primarily due to increased issuances for cellular retention and higher average cost of
handsets/SIMpacks issued for activation purposes, complemented by higher average cost for broadband Aocket Wifi partially offset by lower quantity of
handsets/SIMpacks issued for activation and decreased issuances for broadband Alg-/fmodems.

Compensation and employee benefits expenses increased by Php8a8 million, or 5%, to PhpB,750 million primarily due to higher MRP costs as a result of the
retroactive adjustment of the application of the Revised PAS 19 of Phpi37 million in the first nine months of 2013, as well as LTIP costs and salaries employee
benefits, partially offset by lower provision for pension benefits. Employee headcount decreased to 8.243 as at September 30, 2013 as compared with 8,467 as at
September 30, 2012, primarily due to the availment of the MRP by Smart and DMP| employees as at September 30, 2013.

Interconnection costs decreased by Phpl43 million, or 2%, to PhpB,073 million primarily due to a decrease in interconnection charges on international calls and
roaming SMS.

Repairs and maintenance expenses decreased by Php76 million, or 1%, to Phpa 31l million mainly due to lower site electricity consumption and site facilities
maintenance costs, partially offset by higher maintenance costs on T hardware and software, and cellular and broadband netwaork facilities.

Selling and promation expenses decreased by Php7a million, or %, to Phpa,447 million primarily due to lower advertising expenses, partially offset by higher
commissions and public relations expenses.

Professional and other contracted service fees increased by Php309 million, or 1%, to Phpd. 054 million primarily due to an increase in outsourced service costs
and call center fees, partly offset by lower consultancy and technical service fees.

Taxes and licenses decreased by Phpl7a million, or 8%, to Phpl. 716 million primarily due to lower business-related taxes and license fees.

Asset impairment increased by PhpZa0 million, ar 25%, to Phpl,263 million primarily due to higher provision for uncollectible receivables, partially offset by lower
provision for inventary obsolescence.

Communication, training and travel expenses increased by Phpll3 million, or 1%, to Phpl134 million primarily due to higher expenses related to mailing and courier,
as well as freight and hauling, partially offset by lower travel expenses, fuel consumption costs for vehicles and communication charges.

Insurance and security services increased by Php81 million, or 12%, to Php777 million primarily due to higher office and site security expenses, partly offset by lower
insurance and bond premiums.

Amortization of intangible assets decreased by Php284 million, or 28%, to Php734 million primarily due to lower adjusted amaortization of intangible assets related to
customer list of OMPI.

[ther expenses increased by Phpl32 million, or 25%, to PhpB62 million primarily due to higher various business and operational-related expenses.
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Other Income (Expenses)

The following table summarizes the breakdown of our total wireless-related other income (expenses) for the nine months ended September 30, 2013 and 2012:

Change
2013 2012 Amount %
(in millions)
Other Income (Expenses):
Interest income Php282 Php433 (Phpla?) (36)
Gains (losses) on derivative financial instruments - net (I6) (24) 38 (70)
Equity share in net losses of associates (B7) (35) (32) Bl
Foreign exchange gains (Iosses) - net (1.368) 1,788 (3.36) (I77)
Financing costs - net (2.622) (1.393) (827 3l
Others 103 a28 (423) (80)
Total (Php3 68E) PhpB 7l (Php4.357) (649)
4 The Se U 20 compsrative infarmation was adjusted to reflect certain presentation adjustments to conform with the current presentation of our business segments.

(ur wireless business' other expenses amounted to Php3,68E million in the first nine months of 2013, a change of Php4.357 million as against other income of
PhpB7! million in the same period in 2012, primarily due to the combined effects of the following: (i) net foreign exchange losses of Phpl,368 million in the first nine
months of 2013 as against net foreign exchange gains of Phpl, 788 million in the same period in 2012 on account of revaluation of net foreign currency-denominated
liabilities due to the depreciation of the Philippine peso relative to the LS. dollar to Php43.94 as at September 30, 2013 from Php4l.08 as at December 31, 2012 as
against an appreciation of the Philippine peso relative to the U.S. dollar to Php4l.74 as at September 30, 2012 from Php43.92 as at December 31, 2011; (i) higher net
financing costs by PhpB27 million primarily due to higher amartization of debt discount, lower capitalized interest and an increase in financing charges, partly offset
by lower outstanding debt balance and lower weighted average interest rates on loans; (jii) a decrease in other income by Php423 million mainly due to lower income
from consultancy and loss on disposal of fixed assets; (iv) a decrease in interest income by Phpla7 million mainly due to lower weighted average interest rates,
lower principal amounts of dollar and peso placements, and the lower weighted average exchange rate of the Philippine peso to the LS. dollar, partially offset by
higher LS. dollar interest rates and longer average tenor of Philippine peso placements in the first nine months of 2013; (v) an increase in equity share in net losses
of associates by Phpd2 million; and (vi) lower loss an derivative financial instruments by Php38 million mainly on account of mark-to-market gain on derivatives as a
result of the depreciation of the Philippine peso in the first nine months of 2013 as against the appreciation of the Philippine peso in the same period in 2012,
maturity of the 2012 hedges and a wider dollar and peso interest rate differentials.

Provision for Income Tax

Pravision for income tax decreased by Phpl,358 million, or 20%. ta PhpB.277 million in the first nine months of 2013 from Php7,835 million in the same period in 2012
primarily due to lower taxable income. The effective tax rates for our wireless business were 26% and 28% in the first nine months of 2013 and 2012, respectively.

Net Income

As a result of the foregoing, our wireless business' net income decreased by Php2 848 million, or 14%, ta Phpl7.671 million in the first nine months of 2013 fram
Php20.519 million recorded in the same period in 2012.

EBITDA

As a result of the foregoing, our wireless business' EBITDA decreased by Php82E million, or 2%, to Php4l.152 million in the first nine months of 2013 from Php4l,378
million in the same period in 2012.

Core Income
Qur wireless business' core income decreased by Phpb2 million to Phpl3,236 million in the first nine manths of 2013 from Php! 3,288 million in the same period in
2012 on account of a decrease in other income and higher wireless-related operating expenses, excluding the retroactive effect of the application of the Revised PAS

19 in our MRP costs of Phpad7 million in the first nine months of 2013, partially offset by an increase in wireless revenues and a decrease in provision for income
tax.
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Fixed Line
Revenues

Revenues generated from our fixed line business amounted to Php47.180 million in the first nine months of 2013, an increase of Php2.349 million, or 5%, from

Php44.831 million in the same period in 2012.

The following table summarizes our total revenues from our fixed line business for the nine months ended September 30, 2013 and 2012 by service segment:

Increase (Decrease)

2013 % 2012 % Amount %
(in millions)
Service Revenues:
Local exchange Phpl2.194 28 Phpl2.378 28 (PhplB4) (0]
International long distance B.448 18 74950 18 498 B
National long distance 3.481 7 3873 9 (392) (I0)
Data and other network 20,338 43 18,533 4 1783 10
Miscellaneous 1,528 3 1.427 3 102 7
43,990 97 44,181 99 1809 4
Non-Service Revenues:
Sale of computers, phone units and SIM cards 1180 3 Ral | 340 83
Total Fixed Line Revenues Php4T 180 100 Phpd4. 83! 100 Php?.348 bl
G The St U 20 comparative infarmation was adjusted to reflect certain presentation adjustments to conform with the current presentation of our business segments.

Service Revenues

Qur fixed line business provides local exchange service, national and international long distance services, data and other network services, and miscellaneous
services. [Our fixed line service revenues increased by Phpl.809 million, or 4%, to Php45.930 million in the first nine months of 2013 from Php44.181 million in the
same period in 2012 due to an increase in the revenue contribution of our data and other network, international long distance and miscellaneous services, partially
offset by decreases in national long distance and local exchange services.

Local Exchange Service

The following table summarizes the key measures of our local exchange service business as at and for the nine months ended September 30, 2013 and 2012:

Increase (Decrease)

2013 2012% Amount %
Total local exchange service revenues (in millions) Phpl2.134 Phpl2.378 (PhplB4) [0}
Number of fixed line subscribers 2,073,831 2127188 (53.357) @)
Postpaid 2,013,007 2010253 4Tak -
Prepaid 58,824 116,935 (3811 (a0)
Number of fixed line employees 7151 1811 (6BO) 8)
Number of fixed line subscribers per employee 280 17 18 7
t The St S0 2017 comparative infarmation was adjusted to reflect certain presentation adjustments ta conform with the current presentation of our business segments.

Revenues from our local exchange service decreased by PhplB4 million, or 1%, to Phpl2.194 million in the first nine months of 2003 from Phpl2,378 million in the
same period in 2012, primarily due to lower weighted average hilled lines, lower installation and activation charges, and a decrease in ARPU on account of lower fixed
charges due to the increase in demand for bundled voice and data services. The percentage contribution of local exchange revenues to our total fixed line service
revenues was 27% and 28% in the first nine months of 2013 and 2012, respectively.
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International Long Distance Service

The following table shows our international long distance service revenues and call volumes for the nine months ended September 30, 2013 and 2012:

Increase (Decrease)

2013 2012 Amount %

Total international long distance service revenues (in millions) Php8.448 Php7.930 Php488 B

Inbound 7442 6918 924 8

Quthound 1,006 1.032 (26) 3)
International call volumes (in million minutes, except call ratio) 1639 1870 B9 4

Inbound 1,343 1218 125 10

Quthound 296 352 (56) (I5)

Inbound-outbound call ratio 4.3 3.3 - -
(/} The Se U 20 comparative infarmation was adjusted to reflect certain presentation adjustments to conform with the current presentation of our business segments.

Dur total international long distance service revenues increased by Php438 million, or 6%, to Php8.448 million in the first nine months of 2013 from Php7,950 million
in the same period in 2012, primarily due to the net increase in call volumes and the increase in average collection rates in dollar terms, partially offset by the
unfavorable effect of lower weighted average exchange rate of the Philippine peso ta the LS. dollar to Php42.08 in the first nine months of 2013 from Php42.56 in
the same period in 2012. The percentage contribution of international long distance service revenues to our total fixed line service revenues accounted for 18% in

each of the first nine months of 2013 and 2012.

(ur revenues from inbound international long distance service increased by PhpaZ4 million, or 8%, to Php7442 million in the first nine months of 2003 from
PhpB.918 million in the same period in 2012 primarily due to the increase in inbound call volumes, partially offset by the decrease in average settlement rate in dollar
terms and the unfavorable effect on our inbound revenues of a lower weighted average exchange rate of the Philippine peso to the LS. dollar.

Qur revenues from outbound international long distance service decreased by Php26 million, or 3%, to Phpl,00B million in the first nine months of 2013 from
Phpl.032 million in the same period in 2012, primarily due to the decrease in call volumes and the unfavorable effect of lower weighted average exchange rate of the
Philippine peso ta the LS. dollar to Php42.06 for the nine months ended September 30, 2013 from Php42.56 for the nine months ended September 30, 2012, and a
decrease in the average billing rate to Php4l.74 in the first nine months of 2013 from Php42.79 in the same period in 2012, partially offset by the increase in the
average collection rate in dollar terms.

[ur total international long distance service revenues, net of interconnection costs, decreased by Php77 million, ar 2%. to Php3 417 million in the first nine months of
2013 from Php3.434 million in the same period in 2012. The decrease was primarily due to lower inbound net average settlement rate in dollar terms on account of
higher interconnection costs, and the unfavorable effect of lower weighted average exchange rate of the Philippine peso to the LS. dollar and the decrease in
outbound call volumes, partly offset by an increase in inbound call valumes and higher outbound net average collection rate in dollar terms.

National Long Distance Service

The following table shows our national long distance service revenues and call volumes for the nine months ended September 30, 2013 and 2012:

Decrease
2013 2012% Amount %
Total national long distance service revenues (in millions) Php3 481 Php3.873 (Php382) (1)
National long distance call volumes (in million minutes) 44 47 (103) (I4)

Y

The St S0 2017 comparative infarmation was adjusted to reflect certain presentation adjustments ta conform with the current presentation of our business segments.

Qur national long distance service revenues decreased by Php392 million, or 10%. to Php3 481 million in the first nine months of 2013 from Phpd 873 million in the
same period in 2012, primarily due to a decrease in call volumes, partially offset by an increase in the average revenue per minute of our national long distance
services. The percentage contribution of national long distance revenues to our fixed line service revenues was 8% and 3% in the first nine months of 2013 and
2012, respectively.

Qur national long distance service revenues, net of interconnection costs, decreased by Ph278 million, or 9%, to PhpZ, 699 million in the first nine months of 2013

from PhpZ.978 million in the same period in 2012, primarily due to a decrease in call volumes, partially offset by an increase in the average revenue per minute of
our national long distance services.
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Data and [ther Network Services

The following table shows information of our data and other network service revenues for the nine months ended September 30, 2013 and 2012:

Increase
2013 20129 Amount %

Data and other network service revenues (in millions) Php20,338 PhplB.553 Phpl, 785 10

Domestic 14,817 13.836 98l 7

Broadband 4096 8580 TI6 g

Leased Lines and Jthers /4 5456 263 bl
International

Leased Lines and Uthers 4247 4055 V/4 g

Data Centers 1274 682 292 87
Subscriber base

Broadband 945767 5797257 0525 g

SWUP 78339 20838 7.0l 36

o

The Se U 200 compsrative infarmation was adjusted to reflect certain presentation adjustments to conform with the current presentation of our business segments.

Qur data and other network services posted revenues of Php20.338 million in the first nine months of 2013, an increase of Phpl, 783 million, or 10%, from PhplB,533
million in the same period in 2012, primarily due to higher revenues fram A/J7 JS/ data centers, and domestic leased line revenues resulting from the higher
revenue contribution of Metro Ethernet, as well as higher international data revenues primarily from i-Gate. The percentage contribution of this service segment to
our fixed line service revenues was 44% and 42% in the first nine manths of 2013 and 2012, respectively.

Domestic

Domestic data services contributed Phpl4,817 million in the first nine months of 2013, an increase of Php381 million, or 7%, as compared with Phpl3,836 million in
the same period in 2012 mainly due to higher DSL, Fibr and Metro Ethernet revenues, and Shaps Work subscribers as customer locations and bandwidth
requirements continued to expand and demand for offshoring, outsourcing services increased, partially offset by lower IP-VPN revenues. The percentage
contribution of domestic data service revenues to total data and other network services was 73% and 74% in the first nine months of 2013 and 2012, respectively.

Broadband

Broadband data services include ZIS/ broadband internet service, which is intended for individual internet users, small and medium enterprises, and large
corporations with multiple branches, and /#r, our most advanced broadband internet connection, which is intended for individual internet users.

Broadband data revenues amounted to Phpd,096 million in the first nine months of 2013, an increase of Php7IB million, or 3%, from Php8.380 million in the same
period in 2012 as a result of the increase in the number of subscribers by 70,525, or 8%, to 949,767 subscribers as at September 30, 2013 from 879,237
subscribers as at September 30, 2012. Broadband revenues accounted for 43% of total data and other network service revenues in each of the first nine months of
2013 and 2012.

Leased lines and Others

Leased lines and other data services include: (1) Diginet, our domestic private |eased line service providing Smart's fiber optic and leased line data requirements; ()
|P-VPN, a managed corporate P network that offers a secure means to access corporate network resources; (3) Metro Ethernet, our high-speed wide area
networking services that enable mission-critical data transfers; (4) Sgps. Wark, our connectivity solution for retailers and franchisers that links company branches
to their head office; and (3) SWZF our wireless VPN service that powers mobile point-of-sale terminals and off-site bank ATMs, as well as other retail outlets
Incated in remote areas. As at September 30, 2013, SW//Phad a total subscriber base of 28,339 up by 7.501, or 36%, from 20,838 subscribers in the same period
in 2012. Leased lines and other data revenues amounted to Phpa, 721 million in the first nine manths of 2013, an increase of Php26a million, or 9%, from Phpa.4a6
million in the same period in 2012, primarily due to higher revenues from Metro Ethernet and Shgps. Wark, partially offset by lower internet exchange and IP-VPN
revenues. The percentage contribution of leased lines and other data service revenues to the total data and other network services were 28% and 29% in the first
nine manths of 2013 and 2012, respectively.



International
Leased Lines and Others

International leased lines and other data services consist mainly of: (1) i-Gate, our premium dedicated internet access service that provides high speed, reliable and
managed connectivity to the global internet, and is intended for enterprises and VAS providers; (Z) Fibernet, which provides cost-effective and reliable bilateral
point-to-point private networking connectivity, through the use of our extensive international alliances to offshore and outsourcing, banking and finance. and
semiconductor industries; and (3) other international managed data services in partnership with other global service praviders, which provide data networking
services to multinational companies. International data service revenues increased by Php2I2 million. or 8%, to Php4.247 million in the first nine months of 2013
from Php4,035 million in the same period in 2012, primarily due to higher i-Gate revenues and an increase in revenues from various global service providers,
partially offset by lower inland-cable lease and Fibernet revenues, and the unfavorable effect of the appreciation of the Philippine peso relative to the LS. dollar.
The percentage contribution of international data service revenues to total data and other network service revenues was Z1% and 22% in the first nine months of

2013 and 2012, respectively.
Data Centers

Data centers provide co-location or rental services, server hosting, disaster recovery and business continuity services, intrusion detection, security services, such
as firewalls and managed firewalls. Data center revenues increased by Phpa32 million, or 87%, to Phpl274 million in the first nine months of 2013 from PhpG82
million in the same period in 2012 mainly due to higher co-Iocation and managed services as a result of the consolidation of IPCDSI in October 2012, The percentage
contribution of this service segment to our total data and other network service revenues was 6% and 4% in the first nine months of 2013 and 2012, respectively.

Miscellaneous Services

Miscellaneous service revenues are derived mostly from rental and facilities management fees, internet and online gaming, and directory advertising. These service
revenues increased by Phpl02 million, or 7%, to Phpl.529 million in the first nine months of 2013 from Phpl 427 million in the same period in 2012 mainly due to
higher outsourcing fees and co-location charges, and the revenue contribution of PGNL, which is the exclusive distributor and licensee of the programs, shows, films
and channels of TVa abroad, the distribution of which is via syndication and international linear channels. The percentage contribution of miscellaneous service
revenues to our total fixed line service revenues was 3% in each of the first nine months of 2013 and 2012.

Non-service Revenues

Non-service revenues increased by Phpadl million, or 83%. to Phpl130 million in the first nine months of 2013 from PhpBa0 million in the same period in 2012,
primarily due to higher revenues from /z/zadunits.

Expenses

Expenses related to our fixed line business totaled Php39.892 million in the first nine months of 2013, an increase of Php33 million as compared with Php39,793
million in the same period in 2012. The increase was primarily due to higher expenses related to interconnection costs, cost of sales, depreciation and amortization,
professional and other contracted services, asset impairment, repairs and maintenance, and taxes and licenses, partly offset by lower expenses related to
compensation and employee benefits, selling and promotions, insurance and security services, and communication, training and travel. As a percentage of our total
fixed line revenues, expenses associated with our fixed line business accounted for 83% and 83% in the first nine months of 2013 and 2012, respectively.
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The following table shows the breakdown of our total fixed line-related expenses for the nine months ended September 30, 2013 and 2017 and the percentage of each
expense item to the total:

Increase (Decrease)

2013 % 2012% % Amount %
(in millions)
Depreciation and amortization Phpd.934 2 Phpd.B8I 24 Php253 3
Compensation and employee benefits 9,807 2 10,781 27 (944) (G)]
Interconnection costs 6.021 13 3,07 14 447 8
Repairs and maintenance 4102 10 4030 0 Vi b
Professional and other contracted services 280 7 2301 B 7 3
Rent 1930 3 1978 g 7 -
Cost of sales 1204 3 T34 2 40 a2
Selling and promotions 17 3 1329 4 (1a8) (12)
Taxes and licenses 872 2 833 2 37 4
Asset impairment 8a7 2 780 2 T 10
Communication, training and travel G| I B05 2 (a0) 8)
Insurance and security services 47 I 430 | (73) (13)
Amartization of intangible assets | - - - | 100
(ther expenses 441 | 496 | (28) (If)
Total Php3d,832 100 Php38,788 100 Php33 -
D Ihe s, U, 2017 comparative information was adusted to reflect certain presentation adjustments to conform with the current presentation of our business segments and the adjustments on the application of the Revised PAS 19 -

Fmployee Benefits. See Note 7 - Summary of Significant Accounting Policies - Lhanges in A ing Policies and Oisclosures to the ing unaudited. i financial for further di:

Depreciation and amortization charges increased by Php253 million, or 3%, ta Php3.934 million due to higher depreciable asset base.

Compensation and employee benefits expenses decreased by Php344 million, or 3%, to Php8.807 million primarily due to lower MRP costs, net of the retroactive
adjustment of the application of the Revised PAS 13 of Php732 million in the first nine months of 2013, a decrease in salaries and employee benefits, and lower
pravision for LTIP costs, partially offset by higher provision for pension costs. Employee headcount decreased to 3,892 in the first nine months of 2013 as compared
with 10,619 in the same period in 2012 mainly due to a decrease in PLDT's and Digitel's headcounts as a result of the MRP, partially offset by the number of employee
headcount of IPCDSI, which was included in the consalidation beginning October 2012.

Interconnection costs increased by Php442 million, or 8%, to PhpB.021 million primarily due to higher international long distance interconnection/settlement costs
as a result of higher international received paid calls that terminated to other domestic carriers, partially offset by lower settlement costs for national long
distance interconnection costs and data and other network services particularly Fibernet and Infonet.

Repairs and maintenance expenses increased by Php72 million, ar 2%, to Php4,102 million primarily due to higher repairs and maintenance costs far IT software and
hardware, and buildings, partially offset by a decrease in office and site electricity costs, lower repairs and maintenance costs on central office/telecoms

equipment, cable and wire facilities, vehicles, furniture and other wark equipment, and lower site fuel and electricity consumption.

Professional and other contracted service expenses increased by Php79 million, or 3%, to PhpZ,a80 million primarily due to higher contracted service and bill
printing fees, partially offset by lower consultancy and technical service fees.

Rent expenses increased by Php2 million to Phpl 330 million primarily due to higher domestic leased circuit charges, and site and pole rentals, partially offset by
lower international leased circuits charges.

Cost of sales increased by Php410 million, or 52%, to Phpl.204 million primarily due to higher sale of /z/padunits.

Selling and promotion expenses decreased by Phplo8 million, or 12%, to PhplI7! million primarily due to lower advertising and public relations expenses, partially
offset by higher commissions expenses.

Taxes and licenses increased by Php37 million, or 4%, to PhpB7Z million as a result of higher municipal licenses and other business-related taxes.
Asset impairment increased by Php77 million, or 10%, to PhpB37 million mainly due to higher provision for uncollectible receivables.

Communication, training and travel expenses decreased by Phpal million, or 8%, to Phpaad million mainly due to a decrease in mailing and courier, and fuel
consumption charges, partially offset by higher local and foreign training and travel.
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Insurance and security services decreased by Php73 million, or 15%, to Php4l7 million primarily due to lower expenses on insurance and bond premiums, and office
SEcurity services.

Amartization of intangible assets amounted to Phpl million in the first nine months of 2013 relating to the amortization of intangible assets related to customer list
and licenses in relation to IPCDSI's acquisition.

[ther expenses decreased by Phpaa million, or 1%, to Php44! million primarily due to lower various business and operational-related expenses.
Other Expenses

The following table summarizes the breakdown of our total fixed line-related other expenses for the nine months ended September 30, 2013 and 2012:

Change
2013 2012% Amount %
(in millions)
Other Income (Expenses):
Gains (losses) on derivative financial instruments - net Phpa08 (Phpl.a08) Php2.014 134
Interest income 318 921 (209) (40)
Equity share (Insses) in net earnings of associates (18) 114 (132) (I16)
Foreign exchange gains (Iosses) - net (.000) 636 (L636) (237)
Financing costs - net (2.644) (2.990) 34B (12)
Others 1760 1638 122 7
Total (Php!,076) (Phpl.o81) Phpa0a (32)
D Ihe s, U, 2017 comparative information was adiusted to reflect certain presentation adjustments to conform with the current presentation of our business segments and the adjustments on the application of the Revised PAS 19 -
Fmployee Benefits. See Note 7 - Summary of Significant Accounting Folicies - Lhanges in A ing Policies and Oisclosures to the ing unaudited. i financial for further di:

Qur fixed line business' other expenses amounted to Phpl, 076 million in the first nine months of 2013, a decrease of Phpa0a million, or 32%, from Phpl.a8! million in
the same period in 2012. The decrease was due to the combined effects of the following: () net gains on derivative financial instruments of PhpS08 million in the
first nine months of 2013 as against net losses on derivative financial instruments of Phpl.a08 million in the same period in 2012 due to maturity of the 2012 hedges,
the depreciation of the Philippine peso and a wider dollar and peso interest rate differentials; (ii) lower financing costs by Php346 million mainly due to lower
average interest rates on loans, partly offset by lower capitalized interest and higher financing charges: (iii) an increase in other income by Phpl22 million mainly
due to the gain on insurance claims and dividend income in the first nine months of 2013; (iv) a decrease in interest income by PhpZ09 million due to lower weighted
average peso interest rate, lower principal amounts of dollar and peso placements, the lower weighted average exchange rate of the Philippine peso to the LS.
dollar and shorter average tenor of LS. dollar placements, partially offset by higher LS. dollar interest rates and longer average tenor of Philippine peso
placements in the first nine months of 2013; (v) foreign exchange losses of Phpl.000 million in the first nine months of 2013 as against foreign exchange gains of
PhpB36 million in the same period in 2012 on account of revaluation of net foreign currency-denominated liabilities due to the depreciation of the Philippine peso
relative to the LS. dollar to Php43.54 as at September 30, 2013 from Php4l.08 as at December 31, 2012 as against an appreciation of the Philippine peso relative to
the U.S. dollar to Phpél.74 as at September 30, 2012 from Php43.92 as at December 31, Z011; and (vi) equity share in net losses of associates and joint ventures of
PhplB million as against equity share in net earnings of associates of Phpll4 million in the same period in 2012 primarily due to the disposal of Philweb shares in
2012.

Provision for (Benefit from) Income Tax

Benefit from income tax amounted to PhpBI million in the first nine months of 2013, a change of Phpala million, or 113%, as against a provision for income tax of
Php434 million in the same period in 2012, primarily due to lower taxable income and the recognition of deferred tax assets on intangible assets. The effective tax
rate for our fixed line business was negative 1% in the first nine months of 2013 and 13% in the same period in 2012.

Net Income

As a result of the foregoing, our fixed line business contributed a net income of PhpB.233 million in the first nine months of 2013, increased by Phpd.276 million, or
109%. as compared with Php3,017 million in the same period in 2012.

EBITDA

As a result of the foregoing, our fixed line business' EBITOA increased by Phpd.242 million, or 22%., to Phpl7.955 million in the first nine manths of 2013 fram
Phpl4, 713 million in the same period in 2012.

Core Income
Qur fixed line business' core income increased by Phpd.521 million, or 101%, to Php7,005 million in the first nine manths of 2013 from Php3,484 million in the same

period in 2012, primarily as a result of higher fixed line revenues, a decrease in other expenses and a benefit from income tax, partially offset by higher fixed line
expenses, excluding the retroactive effect of the application of the Revised PAS 13 in our MRP costs of Php732 million in the first nine months of 2013.
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Others
Expenses

Expenses associated with our other business segment totaled Php4 million in the first nine months of 2013, a decrease of Phpll million. or 73%, as compared with
Phpla million in the same period in 202, primarily due to PCEV's lower other operating expenses.

Other Income

The following table summarizes the breakdown of other income for other business segment for the nine months ended September 30, 2013 and 2012:

Change
2013 2012 Amount %
(in millions)

[ther Income (Expenses):

Equity share in net earnings of associates Phpl 388 Phpl 361 PhpB27 48

Foreign exchange gains - net 364 - 364 100

Interest income 101 42 a9 140

Others 442 2,796 (2.314) (84)
Total Php2 835 Phpé,158 (Phpl.264) (30)

(ther income decreased by Phpl.264 million, ar 30%, to Php2.895 million in the first nine months of 2013 from Phpé4.159 million in the same period in 2012 primarily
due to lower other income by PhpZ 314 million mainly due to the realized portion of deferred gain on the transfer of Meralco shares to Beacon in the first nine
months of 2012 and lower dividend income by Php34 million, partly offset by an increase in equity share in net earnings of associates by PhpB27 million mainly due
to the increase in PCEV's share in the net earnings of Beacon, which includes its share in the results of operations of Meralco, and equity share in Beta, a holding
company of SPi Group, where we reinvested approximately US$40 million of the proceeds from the sale of our BP0 business in 2013.

In the first nine manths of 2013, Meralco's reported and core income amounted to Phpl3,644 million and Phpl3,558 million, respectively, compared with Phpl3,646
million and Php{2,832 million, respectively, in the same period in 2012. The increase in consolidated core income is primarily due to the increase in billed customers,
higher volume sold, partially offset by lower generation costs in the first nine manths of 2013. Reported income remained stable in the first nine months of 2013.
PCEV's share in the reported and core income of Meralco, including its share in Beacon's results of operations and amartization of fair value adjustment related to
the acquisition of Meralco, amounted to Phpl,805 million and Phpl,785 million, respectively, in the first nine months of 2003, and Phpl,361 million and Phpl 451 million,
respectively, in the same period in 2012.

Net Income

As a result of the foregoing, our other business segment registered a net income of PhpZ 816 million, a decrease of Phpl.325 million, or 32%, in the first nine manths
of 2013 from Php4. 141 million in the same period in 2012.

EBITDA

As a result of the foregoing, negative ERBITDA from our other business segment decreased by Phpll million, or 73%. to negative Php4 million in the first nine months
of 2013 from negative Phpla million in the same period in 2012.

Core Income

(ur other business segment's core income amounted to Php2 4398 million in the first nine months of 2013, a decrease of Phpl,733 million, or 41%, as compared with
Php4,231 millian in the same period in 2012 mainly as a result of a lower other income, partially offset by an increase in the equity share of Beacon and equity share
in Beta in 2013.

Years Ended December 31, 2012 and 2011

On a Consolidated Basis

Revenues

We reported consolidated revenues of Phpl3.484 million in 2012, an increase of Phpla,005 million, or 10%., as compared with Phpl48.478 million in 2011, primarily
due to higher cellular and broadband revenues from our wireless business, and higher revenues from data and other network, and local exchange services from our

fixed line business, partially offset by lower revenues from international long distance and national long distance services from our fixed line business, and satellite
and other services from our wireless business.
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The following table shows the breakdown of our consolidated revenues by business segment for the years ended December 31, 2012 and 2011:

Change
2012¢2? % 2011%29 % Amount %
(in millions)
Wireless Phpll5.932 1 Phpl03,538 0 Phpl2.384 12
Fixed line 60,248 37 282490 39 1956 3
Inter-segment transactions (12.634) (8) (13.349) 9) B33 (3)
Consolidated Phpl63 484 100 Phpl48,478 100 Phpl3,005 10

" ngludes the Digitel Group’s revemue contribution of PhpZ2,.587 million for the full year 2012,
@ fs adusted to reflect certain presentation adustments to conform with the current presentation of our business segments.
@ ncludes the Digitel Broup’s revenue cantribution of PhpS.845 millon for the periad from Octaber 26 200 to December 51 20/,

Expenses

Consolidated expenses increased by PhplB,a56 million, or 16%. to Phpl22,380 million in 2012 from Phpl06.424 million in 2011, as a result of higher expenses related
to compensation and employee benefits, including the retroactive effect of the application of the Revised PAS 13 in our manpower rightsizing program, or MRP, costs
of Phpl 287 million in 2012, depreciation and amortization, cost of sales, repairs and maintenance, selling and promations, communication, training and travel,
insurance and security services, and professional and other contracted services, partially offset by lower expenses related to asset impairment, interconnection
costs and other operating costs.

The following table shows the breakdown of our consolidated expenses by business segment for the years ended December 31, 2012 and 201l:

Change
2012¢ 42 % 201143 % Amount %
(in millions)
Wireless Php83.717 68 Php71,008 B7 Phpl2.708 18
Fixed line 52,776 43 4974 4 3602 1
Dthers 18 - i - 7 B4
Inter-segment transactions (1353)) (i (13.770) (13) 233 @)
Consolidated Phpl72.980 100 Phpll6.424 100 PhplB.558 i

U Includes the Digitel Group's expenses of Php24,183 millon for the full year 2017,

@ fs adjusted to reflect certain presentation adistments to conform with the current presentation of our business segments and the adustments on the agplication of the Revised PAS 19 - Employee Benefits. See Note 7 - Summary of
Significant Accounting Palicies - Changes in Accounting Policies and Disclosures to the i idated financial. Tor further dis

@ neludes the Digitel Group’s expenses of PhoS 785 millian for the period from Uetober 26 200 to December 5, 200
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Other Income (Expenses)

Consolidated other income amounted to Php3 102 million in 2012, a change of Php4,072 million as against other expenses of PhpA70 million in 2001, primarily due to
the combined effects of the following: (i) foreign exchange gains of Php3.282 million in 2012 as against foreign exchange losses of Php735 million in 200 mainly due
to the revaluation of net foreign-currency denominated liabilities as a result of the effect of the appreciation of the Philippine peso relative to the LS. dollar to
Php4!.08 as at December 31, 2012 from Php43.92 as at December 31, 2011; (ii) an increase in other income by Phpd,187 million mainly due to the realized portion of
deferred gain on the transfer of Meralco shares to Beacon, preferred dividends from Beacon, gain on the first and second tranches of disposal of Philweb shares, an
increase in the Digitel Group's other income, higher net gain an fixed assets disposal and the reversal of prior year's provisions; (iii) lower interest income by Php3
million due to a lower average interest rate and lower average level of peso investments, effect of appreciation of the Philippine peso relative to the U.S. dollar and
shorter average tenor of placements, partly offset by the higher average level of dollar investments; (iv) an increase in net financing costs by Php422 million mainly
due to higher interest on loans and other related items on account of higher outstanding long-term debts, partially offset by our wireless business' higher
capitalized interest in 2012; (v) a decrease in equity share in net earnings of associates and joint ventures by Php487 million; and (vi) net losses on derivative
financial instruments of Php2,009 million in 2012 as against net gains on derivative financial instruments of Php20! million in 201l mainly due to the effect of
narrower U.S. dollar and Philippine peso interest rate differentials and higher level of appreciation of the Philippine peso relative to the U.S. dollar in 2012 on
principal-only swap transactions of PLDT and the increase in mark-to-market loss on interest rate swap contracts of DMPlin 2012, partially offset by lower hedge

costs of PLOT.

The following table shows the breakdown of our consolidated other income (expenses) by business segment for the years ended December 31, 2012 and Z01l:

Change
2012¢ 2 % 2011@23 % Amount %
(in millions)

Wireless PhpBA3 2 (Phpl.734) 179 Php2.627 (151)
Fixed line (1780 &) (386) 9 @15) 84
Dthers 4358 140 1998 (208) 2,360 18
Inter-segment tr i (368) (12) (268) 28 (100) 31
Cansalidated Php3.(02 100 (Phpd70) 100 Php4.072 (420)

U Includes the Digitel Group's other income of Phpl 007 millon for the full year 202,

@ s adusted to reflect certain presentation adiustments to conform with the current presentation of our business segments and the adustments on the applization of the Revised PAS 19 - Employee Benefits. See Note 2 - Summary of
Significant Accounting Policies - Lhanges in A ing Policies and Disclosures to the i idated financial for further di

@ Includes the Digitel Group's other expenses of Php94! million for the period from (ctober 28 200 to December 3| 201

Net Income

Consolidated net income increased by Php4,881 million, or 16%. to Php36.099 million in 2012 from Phpdl.218 million in 201, The increase was mainly due ta the
combined effects of the following: (i) an increase in consolidated revenues by Phpl4,054 million; (ii) a decrease in consolidated provision for income tax by PhpZ 684
million, which was mainly due to lower taxable income of our wireless and fixed line businesses; (iv) an increase in consolidated expenses by PhplB.105 million; and
(v) an increase in consolidated other income - net by Php4,072 million. Our consolidated basic and diluted EPS, including EPS from discontinued operatians,
increased to PhplB7.07 in 2012 from consolidated basic and diluted EPS of PhplBl.0S and PhplB0.91, respectively, in 201l Our weighted average number of
outstanding common shares was approximately 216.08 million and 131.37 million in the years ended December 31, 2012 and 2011, respectively.

The fallowing table shows the breakdown of our consolidated net income by business segment for the years ended December 31, 2012 and 201I:

Change
2012¢ad2 % 2011@243 % Amount %
(in millions)
Wireless Php25,014 B9 Php22.366 n Php2.648 12
Fired line 5740 4 5,847 19 (107) @
Dthers 4333 12 1385 B 2348 118
Inter-segment transacti 469 | 153 - 318 207
Continuing operations 30,056 98 30,351 97 9.206 17
Discontinued operations 043 7 867 3 (324) 37)
Consolidated Php36,099 100 Php31 218 100 Phpt 881 L

O Includes the Digitel Group's net income of Php342 million for the full year 20,

@ fs adusted to reflect certain presentation adiustments to conform with the current presentation of our business segments and the adustments on the applization of the Revised PAS 19 - Employee Benefits. See Note 2 - Summary of
Significant Accounting Policies - Lhanges in Accounting Policies and Disclosures to the i dated financial for further dis

@ Includes the Digitel Group's net loss of PhpBUIE million for the period from Octaber 26, 200 to December 5, 201
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EBITDA

Dur consolidated EBITDA from continuing operations, amounted to Php75.388 million in 2012, a decrease of Php2 837 million. or 4%, as compared with Php78.225
million in 2001, primarily due to higher operating expenses driven by higher compensation and employee benefits, cost of sales, repairs and maintenance, rent, selling
and promotions, and communication, training and travel, partially offset by an increase in consolidated revenues.

The following table shows the breakdown of our consolidated ERITDA from continuing operations by business segment for the years ended December 31, 2012 and

201:
Change
2012022 % 201129 % Amount %
(in millions)
Wireless Php54.480 7 Php55.433 1 (Php353) @2
Fired line 20,089 bij 22382 29 (2.293) ()
(thers () - ) - m B4
Inter-segment transactions 837 | 421 - 4B 1
Continuing operations Php75.388 100 Php78.225 100 (Php2.837) (4)

" ngludes the Digite! Group’s FBITOA of Phph, 0401 million for the full year 2017,

Significant Accounting Palicies - Lhanges in A ing Policies and Disclosures to the

]

Core Income

financial.

Includes the Digitel Group's FBITDA of Phpl 056 million for the periad from Ustober 26 200 to December 5| 20/

for further di

As adusted to reflect certain presentation adjustments to conform with the current presentation of our business segments and the adjustments on the application of the Revised PAS 19 - Fmployee Benefits. See Note 7 - Summary of

(ur consolidated core income, including core income from discontinued operations, amounted to Php3B,356 million in 2012, a decrease of Phpl, 926 million, or 9%,
as compared with Php38.282 million in 201, primarily due to an increase in consolidated expenses, excluding the retroactive effect of the application of the Revised
PAS 19 in our MRP costs of Phpl, 287 million in 2012, partially offset by an increase in consolidated revenues and lower provision for income tax. Our consolidated

basic and diluted core EPS, including basic and diluted core EPS from discontinued operations, also decreased to Phpl70.58 in 2012 from Php!39.39 and Phpl39.22,

respectively, in 2011

The following table shows the breakdown of our consolidated core income by business segment for the years ended December 31, 2012 and 2011:

Change
2012¢22 % 2011@29 % Amount %
(in millions)
Wireless Php25,634 0 Php29.903 T (Php4.209) (14)
Fixed line 39,769 16 9,763 14 4 -
Others 4424 12 2481 B 1963 80
Inter-segment r 469 | 153 | 316 207
Continuing operations 36.356 a9 38282 98 (1.928) (@)
Discontinued operations o4l | 753 7 (202) (27)
Consolidated Php36.807 100 Php38.035 100 (Php2.128) (3)

" Includes the Digitel Group's core income of Phpl 784 million for the full year 207

Significant Accounting Palicies - Lhanges in Accounting Policies and Disclosures to the

financial .

for further dis

@ Includes the Digitel Group's negative core income of Phpd millon for the period from ctober 26, 200 to December 3/ 20/

On a Business Segment Basis
Wireless

Revenues

We generated revenues from our wireless business of Phplla,332 million in 2012, an increase of PhplZ.394 million, or 12%, from Phpl03,538 million in 2011,

The following table summarizes our total revenues from our wireless business for the years ended December 31, 2012 and 2011 by service segment:

As adjusted to reflect certain presentation adjustments to conform with the current presentation of our business segments and the adjustments on the application of the Revised PAS 19 - Employee Benefits. See Note 7 - Summary of

Increase (Decrease)

2012142 % 201129 % Amount %
(in millians)
Service Revenues:

Cellular Phpl03.604 81 Php93.645 0 Php9.958 If

Wireless broadband, satellite and others
Wireless broadband 8,606 B B.804 7 1.802 28
Satellite and others 1,569 | 1,620 2 (51) (3)
113.778 98 102,069 99 11710 If
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Non-Service Revenues:
Sale of cellular handsets, cellular SIM-packs and broadband data modems 2133 2 1468 | B84 47
Total Wireless Revenues Phpll5,332 100 Phpl03,538 100 Phpl2.384 12
" ngludes the Digitel Broup’s revenue cantribution of Phpl9.58! million for the full year 2017

@ fs adusted to reflect certain presentation adistments to confarm with the current presentation of our business segments.
@ eludes the Digitel Broup’s revenue cantribution of Php3, 184 million for the period from (ctaber 26 200 to December 5, 201,

Service Revenues

[ur wireless service revenues in 2012, increased by Phpll,710 million, or 11%, to Phpll3, 779 million as compared with Phpl02.069 million in 2011, mainly as a result of
higher revenues from our cellular and wireless broadband services. The increase in our cellular revenues was mainly due to an increase in DMPI's revenue
contribution to our wireless service revenues in 2012, partially offset by the decline in Smart's revenues from international and domestic calls. as well as domestic
outbound and inbound text messaging services as a result of increased utilization of unlimited offers, increasing patronage of social networking sites, and the NTC-
mandated decrease in SMS interconnection charges. Our dollar-linked revenues were negatively affected by the appreciation of the Philippine peso relative to the
LI.S. dollar, which decreased to a weighted average exchange rate of Php42.24 for the year ended December 31, 2012 from Php43.3! for the year ended December 3|,
2011 With subscriber growth being driven more by multiple SIM card ownership, especially in the lower income segment of the Philippine wireless market, monthly
cellular ARPUs for 2012 were lower as compared with 2011 As a percentage of our total wireless revenues, service revenues accounted for 38% and 39% in 2012
and 2011, respectively.

Lellular Service

Qur cellular service revenues in 2012 amounted to Phpl03,604 million, an increase of Phpd,959 million, or 11%, from Phpd3,645 million in 201l Cellular service
revenues accounted for 31% and 92% of our wireless service revenues in 2012 and 2011, respectively.

We have focused on segmenting the market by offering sector-specific, value-driven packages for our subscribers. These include load buckets which provide a fixed
number of messages with prescribed validity periods and call packages which allow a fixed number of calls of preset duration. Starting out as purely on-net
packages, buckets now also offer voice, text and hybrid bundles available to all networks. Smart and Su7 £z/u/ar also pravide packages with unlimited voice, text,
data, and combinations thereof, whose denominations depend on the duration and nature of the unlimited packages.

The following table shows the breakdown of our cellular service revenues for the years ended December 31, 2012 and 2011:

Increase

2012022 2011229 Amount %
(in millins)

Cellular service revenues Phpl03.604 Php33.645 Php8.953 1
By service type 04z ang 4573 Vi
Prepaid 84,925 81,643 1878 4

Postpaid 16,517 9470 1047 Th

By component 042 s q73 I

Voice 49627 43,884 9743 13

Data al4la 47235 4180 g

thers” 2560 2506 3 /

O Includes OMPY's cellular service revenues of Phpl7 24] millon for the full year 2017,

@ fs adusted to reflect certain presentation adis tments to confarm with the current presentation of our business segments.

G Includes DMPI's cellular service revemues of PhpZ 808 millon for the period from Octaber 26, 200 to December 5, 20/

" Refers to other non-subscriber-related revenues consisting primarily of inbound international roaming fees, share in revenues from PLOTs WeRaam and FLP services, a small mumber of leased line contracts, and revenues from Lhikka and
other Smart subsidiaries.
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The following table shows other key measures of our cellular business as at and far the years ended December 31, 2012 and Z01l:

Increase (Decrease)

2012 2011 Amount %
Cellular subscriber base £9.866.408 63,696,629 6.169.823 10
Prepaid B7.611.637 61,792,782 0.818.743 9
Smart 75061453 2801521 (2.950.068) Ui
Talk W Text 78445055 20467175 7377878 54
Sun Lellilar 1410505/ 18514096 790555 I
Postpaid 2254821 1,803,837 351,084 18
Sun Lellular 1571441 1555089 218557 A
Smart 565460 50748 152757 24
Systemwide traffic valumes (in millians)'**?
Calls (in minutes) 53026 44192 8834 20
Domestic 43,598 4107 8491 2
Inbound 1243 1350 7 @)
Quthound 48355 54757 8598 V4
International 3428 3,085 343 I
Inbound 375 2867 163 I
Duthound 403 2778 80 8
SMS/Data count (in hits)(in millians) *** 310,664 394135 136,529 44
Text messages a00.183 331,802 148,687 42
Domestic 488,351 330,858 148483 &
Bucket-Priced/Unlimited 4BTT37 F72.588 145,143 4a
Standard 31,614 28270 3.344 12
International 848 B44 204 32
Value-Added Services 10412 2,098 1816 301
Financial Services 33 37 16 43

O cludes OMPI's minutes of 15,574 million minutes for the full year 2017 and 2,68/ million minutes for the period from (ctaber 26, 200 to December 5, 200,

@ fs adusted to reflect certain presentation adustments to confarm with the current presentation of our business segments.

G Includes OMPI's SHS count of 61208 millon for the full year 2017 and 5526 millon for the period from [z tober 26 200 to December 5| 201,

Revenues generated from our prepaid cellular services amounted to Php84,525 million in 2012, an increase of Php2 876 million, or 4%, as compared with PhpB1,643
million in Z0l. Prepaid cellular service revenues accounted for 84% and 90% of cellular voice and data revenues in 2012 and 201, respectively. Revenues
generated from postpaid cellular service amounted to PhplB.517 million in 2012, an increase of Php7.047 million, or 74%, as compared with Php3.470 million earned
in 2011, and which accounted for 16% and 10% of cellular voice and data revenues in 2012 and 2011, respectively. The increase in our postpaid cellular service
revenues was primarily due to DMPI's higher postpaid cellular service revenue contribution by Php5.803 million and Smart's higher postpaid cellular service
revenues by Phpl.242 million due to an increase in subscriber base. The increase in revenues from our prepaid cellular services was primarily due to an increase in
DMPI's revenue contribution to our prepaid cellular service revenues by PhpB8.334 million in 2012 and Smart's higher revenues from domestic bucket-
priced/unlimited SMS and internet-based VAS, partially offset by a decline in Smart's revenues from international and domestic calls and domestic standard SMS.

Voice Services

Cellular revenues from our voice services, which include all voice traffic and voice VAS, such as voice mail and outbound international roaming, increased by
Phpa.743 million, or 13%. to Php48.627 million in 2012 from Php43.884 million in 2011, primarily due to higher cellular domestic call revenues, partially offset by
lower cellular international call revenues. Cellular voice services accounted for 48% and 47% of our cellular service revenues in 2012 and 2011, respectively.

The following table shows the breakdown of our cellular voice revenues for the years ended December 31, 2012 and 201l:

Increase (Decrease)

2012022 201123 Amount %
(in millions)
Voice services:
Jomestic
Inbound Php4. 737 Phpé, 363 (Php226) ()
Qutbound 28440 22 441 5,989 21
3371 27404 5.113 2
International
Inbound 13.838 13,06 (68) -
Qutbound 2612 2,574 38
16.430 16.480 (30) -
Total Php48,627 Php43,884 Phps.743 13

" Includes OMPYs cellular voice revenues of Phgll] 676 millon of gperations for the full year 201
@ fs adjusted to reflect certain presentation adustments ta confarm with the current presentation of our business segments.

9 Includes DMPYs cellslar voice revenves of Pl 557 millon for the period from October 26, 200 to December 5, 201
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Domestic voice service revenues increased by Phpa,773 million, ar 21%, to Php33.177 million in 2012 from Php27.404 million in 2011, primarily due to an increase in
domestic outbound voice service revenues by Phpa, 399 million, partially offset by lower domestic inbound voice revenues by PhpZ26 million.

Revenues from domestic outbound voice service increased by Phpa, 399 million, or 27%. to Php28.440 million in 2012 from PhpZ2 441 million in 201l mainly due to
increased traffic on unlimited calls and improved yield on bucket offers. Domestic outbound call volume of 48,355 million minutes increased by 8,598 million
minutes, or 22%, from 39,757 million minutes in 2011,

Revenues from our domestic inbound voice service decreased by Php226 million, or 5%, to Php4,737 million in 2012 from Php4.98 3 millian in 2001 primarily due to a
decrease in traffic originating from other domestic mobile carriers. Domestic inbound call volumes of 1243 million minutes in 2012, decreased by 107 million
minutes, or 8%, from 1,350 million minutes in 201l primarily due to lower traffic from fixed line calls.

International voice service revenues decreased by Php30 million to PhplB.450 million in 2012 from PhplB.480 million in 201 primarily due to lower international
inbound voice service revenues by PhpB8 million to Phpl3 838 million in 2012 from Phpl3.308 million in 2001, partially offset by higher international outbound voice
service revenues by Php38 million, or %, to Php2 612 million in 2012 from Php2,874 million in 201, The net decrease in international voice service revenues was due
to the unfavorable effect on dollar-linked revenues of lower weighted average exchange rate of Php42.24 for the year ended December 31, 2012 from Php43.31 for
the year ended December 31, 2012. International inbound and outbound calls tataled 3,428 million minutes, an increase of 343 million minutes, or 11%, from 3,085
million minutes in 2011,

Jata Services

Cellular revenues from our data services, which include all text messaging-related services, as well as VAS, increased by Php4.180 million, or 9%, to Phpal 41
million in 2012 from Php47233 million in 200l primarily due to higher text messaging revenues and higher internet-based/ Pasa Load/Give-a-Load AS, partially
offset by lower MMS/SMS-based VAS revenues. Cellular data services accounted for 0% of our cellular service revenues in in each 2012 and 2011,

The following table shows the breakdown of our cellular data service revenues for the years ended December 31, 2012 and 20l:

Increase (Decrease)

2012 2011 Amount %
(in millians)
Text messaging

Domestic Php42,718 Php40,038 Php2.623 7
Bucket-Friced/Unlimited 28752 23164 5,088 24
Standard 13.967 16,932 (2.865) (18)
International 3782 3612 170 a
46,501 437108 2,783 B

Value-added services
Mabile internet® 3121 1707 1414 83
SMS-based® Bl4 632 (38) (B)
Pasa Load/Give-a-load” 693 664 29 4
MMS-based® 42 438 (48) (I;)
4,840 3481 1,359 39
Financial services T4 46 28 Bl
Total Phpal 415 Php47235 Php4.180 g

As adjusted to reflect certain presentation adjustments to confarm with the current presentation of our business segments.

Includes revenues from web-based services, net of allocated discounts and content provider costs.

Includes revenues from infa-on-demand and voice text services, net of allocated discounts and content provider costs.

Includes revenues from Fasa Load and Dial”SUS, net of allocated discounts. Pasa Load/Give-a-load is & service which allows prepaid and postpaid subscribers to transfer small denominations of air time credits to other prepaid subscribers.
Dial*SUS allows Smart prepaid subscribers to borrow Php4 of load (Php3 on-net SHS plus Phpl air time) from Smart which will be deducted upon their next top-up.

Includes revenues from point-to-point multimedia messaging system. or MMS, and content download services, such as ringtone, logo or music downloads, net of allocated discounts and content provider costs.

Text messaging-related services contributed revenues of Php4B,a01 million in 2012, an increase of Php2,733 million, or 6%, as compared with Php43,708 million in
2011, and accounted for 90% and 93% of our total cellular data service revenues in 2012 and 201, respectively. The increase in revenues from text messaging-
related services resulted mainly from an increase in DMPI's text messaging revenue contribution by Php4.430 million, partially offset by lower text messaging
revenues from Smart mainly due to the NTC-mandated decrease in SMS interconnection charges. Text messaging revenues from the various bucket-
priced/unlimited SMS offers totaled Php28.752 million in 2012, an increase of Phpa,a88 million, or 24%, as compared with Php23.164 million in 201, Bucket-
priced/unlimited text messages increased by 143,143 million, or 4%, to 467737 million in 2012 from 322,588 million in 2011,

Standard text messaging revenues, which includes inbound and outbound standard SMS revenues, decreased by Php2 965 million, or 18%, to Phpl3.987 million in
2012 from PhplB,932 million in 201, primarily due to increased preference for unlimited SMS offers. Standard text messages increased by 3,344 million, or 12% to
31,614 million in 2012 from 28,270 million in 2011, as a result of increased domestic inbound SMS volume, partially offset by the decline in domestic outbound standard

SMS volume.
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International text messaging revenues amounted to Php3,782 million in 2012, an increase of Phpl70 million, or 5%. from Phpd.BIZ million in 2011 mainly due to an
increase in DMPI's international text messaging revenue contribution and the growth in Smart's international inbound SMS traffic, partially offset by the unfavorable
effect of the appreciation of the peso relative to the LL.S. dollar on international inhound text messaging revenues and a lower international outbound SMS traffic.

VAS contributed revenues of Php4.840 million in 2012, an increase of Php!.359 million, or 39%. as compared with Php3.48! million in 200, primarily due to an

increase in revenues from internet-based VAS, particularly from mobhile internet browsing.

Subscriber Base, ARPL and Lhurn Rates

As at December 31, 2012, our cellular subscribers totaled 69,866,408, an increase of 6,169,829, or 10%, over the cellular subscriber base of 63,696,629 as at
December 31, 2001 Our cellular prepaid subscriber base grew by 3.818.745, or 9%, to 67,611,537 as at December 31, 2012 from 61,792,792 as at December 31, 2011,
and our cellular postpaid subscriber base increased by 351,084, or 18%, to 2,254,921 as at December 31, 2012 from 1,903,837 as at December 31, 201l The increase
in subscriber base was primarily due to the growth in Smart's 7a/ ¥ Jext prepaid subscribers and an increase in DMPI's prepaid and postpaid subscribers by
780,935 and 218,352, respectively, as at December 31, 2012. Prepaid subscribers accounted for 37% of our total subscriber base as at December 31, 2012 and 2011,

Qur net subscriber activations (reductions) for the years ended December 31, 2012 and 201l were as follows:

Increase (Decrease)

2012 2011 Amount %
Prepaid 0,818,745 3.608.022 221,723 Bl
Smart (2.950.068) 1764469 (4714.557) (267)
Talk W Text 7577878 1455794 6478084 457
Sun Lellular 790955 556759 452176 158
Postpaid 301,084 178.870 172,24 96
Smart 152757 128173 5459 g
Sun Lellular 218557 49697 168655 339
Total 6,69.829 3,781,892 7,387,937 63

Prepaid and postpaid subscribers reflected net activations of 5,818,740 and 301084 subscribers, respectively, in 2012 as compared with net activations of

3,603,022 and 178.870, respectively, in 2011,

The following table summarizes our average manthly churn rates for the years ended December 31, 2012 and 2011:

2012 2011
(in %)
Prepaid
Smart 6.0 al
Talk N Text 41 9.9
Sun Lellular 10 0.0
Postpaid
Smart 28 21
Sun Lellular 1.0 1.0

For Smart Prepaid subscribers, the average monthly churn rate in 2012 and 201l were 6% and 5.1%, respectively, while the average manthly churn rate for 7z W
Jext subscribers were 4.1% and 5.0% in 2012 and 2011, respectively. The average monthly churn rate for Sur Le/lular prepaid subscribers were 11.0% and 10.0% in

2012 and 2011, respectively.
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The average monthly churn rate for Szart Postpaid subscribers were 2.6% and 2.1% in 2012 and 201, respectively. The average monthly churn rate for Suz Lelular
postpaid subscribers was 1.0% in each of 2012 and 2011,

The following table summarizes our average manthly cellular ARPUs for the years ended December 31, 2012 and 201l:

Gross"* 2 Decrease Net® a3 Decrease
2012 2011 Amount % 2012 2011 Amount %

Prepaid

Smart PhplB7 Phpl90 (Php23) (12) Phpléa PhplBB (Php21) (13)

Talk W fext il 124 (13) (D) 97 109 (12) (In

Sun Lellslar i Ta (B) ®) a9 B (B) ()]
Postpaid

Smart 1268 1,048 (280) (18) 1281 1,510 (258) (I7)

Sun Lellular 394 430 (36) (12) 341 447 (36) (13)

O Brass monthly ARPU is calzulated by dividing gross cellular service revenues for the month, grass of discounts, allacated content provider costs and interconnection income but excluding inbound roaming revenues, by the average number of

subscriters in the month.

@ fs adusted to reflect certain presentation adustments to conform with the current presentation of our business segments.

@ Net monthly ARPU is calculated by dividing gross cellular service revenves for the month, including interconnection income, but excluding inbound roaming revenues, net of discounts and content provider costs, by the average mumber of
subscriters in the month.

(ur average monthly prepaid and postpaid ARPUs per quarter in 2012 and 201l were as follows:

Prepaid Postpaid
Smart Prepaid Talk 'N Text Sun Cellular® Smart Sun Cellular®
Gross® Net® Gross® Net®  Gross®  Net®  Gross® Net®  Gross® Net®

2012%

First Quarter 170 148 116 102 B8 a7 1292 1269 390 388
Second Quarter 164 143 113 100 BB a7 1264 1237 400 397
Third Quarter 162 140 107 93 87 a8 1253 1251 391 388
Fourth Quarter 170 148 106 3 Th B4 1265 1248 393 391
201

First Quarter 198 174 129 113 - - 18I0 1,587 - -
Second Quarter 196 17 126 it - - 1637 1570 - -
Third Quarter 180 158 7 103 - - 1433 1428 - -
Fourth Quarter 185 159 124 109 - - 1431 1480 - -

0" Sun Lellular brand and its subscribers were acquired by PLOT ypon acquisition of  contraling interest in Djgitel on Octaber 26 201, Sun Cellular aperates through OMPL 2 whally-awned subsidiary of Digitel

@ frass manthly ARPU is calculated based on the average of the grass manthly ARPUs for the quarter.
" Net manthly ARPU is calculated based on the average of the net manthly ARPUs for the quarter.
@ fs adjusted to reflect certain presentation adjustments to conform with the current presentation of our business segments.

Wireless Broadband Satellite and [ther Services

Dur revenues from wireless broadband, satellite and other services consist mainly of wireless broadband service revenues from SBI and DMPI, charges for ACeS
Philippines’ satellite information and messaging services and service revenues generated by the mobile virtual network operations of PLDT Global's subsidiary.

Wireless Broadband

Revenues from our wireless broadband services increased by Phpl.80Z million, or 26%, to Php8,606 million in 2012 from PhpB.804 million in 2011, primarily due to a
14% growth in broadband subscriber base.
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The following table shows information of our wireless broadband subscriber base as at December 31, 2012 and 201

Increase

2012 2011 Amount %

Wireless Broadband Subscribers 2,309,024 2,068,408 290615 14
FPrepaid 1567160 1562997 724168 5

Smart Broadband 1231082 1162,020 £3.072 I

Sun Broadband 336,068 200872 135,096 T

Postpaid 771864 05417 bE447 Bl

Smart Broadband 485,802 434,333 41,468 Bl

Sun Broadband 276,062 241,084 24,978 10

Smart Broadband and Sun Broadband Wireless, SBI's and DMPI's broadband services, respectively, offer a number of wireless broadband services and had a total of
2,309,024 subscribers as at December 31, 2012, an increase of 290,615 subscribers, or 14%. as compared with 2,068,409 subscribers as at December 31, 201,
primarily due to an increase in DMPI's prepaid and postpaid broadband subscribers by 155,096 and 24378, respectively, and an increase by 110,541, or 7%, in SBI's
broadband subscribers as at December 31, 2012. Our prepaid wireless broadband subscriber base increased by 22468 subscribers, or 16%, to 1,87160
subscribers as at December 31, 2012 from 1,362,992 subscribers as at December 31, 201, while our postpaid wireless broadband subscriber base increased by

B6.447 subscribers, or 3%, to 771,864 subscribers as at December 31, 2012 from 705,417 subscribers as at December 31, 2011,

Smart Broadband offers my#ra, a fixed wireless broadband service being offered under PLDT's Aome megabrand. myfro fixed wireless broadband service is
powered either via a link to Smart's wireless broadband-enabled base stations which allows subscribers to connect to the internet using an outdoor aerial antenna
installed in the subscriber's home or via Smart's WiMAX (Worldwide Interoperability for Microwave Access) netwark.

Smart Broadband also offers mobile internet access through Smartfro Plug-/t a wireless modem and Simartfro Pocket Wi a portable wireless router which can
be shared by up ta five users at a time. Both provide instant connectivity at varying speeds in places where there is Smart network coverage provided by either 36
HSPA, 46 HSPA+ or LTE technology. SmartBro Plug-/t and SmartBro Pocket Wifi are available in both postpaid and prepaid variants. Smart Broadband also offers
unlimited internet surfing for Sizartfro Plug-/tand Pocket Wifi Prepaid subscribers.  Smartfro [TF offers the latest broadband technology with speeds of up to 42
Mbps.  Smartfro [TF Plug-/t and Smartfro [ TF Pocket Wifi are also available in both postpaid and prepaid variants. We also have an additional array of load
packages that offer time period-based charging and longer validity periods, as well as Aways [ packages, which offers volume over time-based buckets catering to
subscribers with varying data surfing requirements.

DMPI's Sun Broadband Wireless is an affordable high-speed broadband wireless service utilizing advanced 3.56 HSPA technology on an all-IP network offering
various plans and packages to internet users.

Satellite and Other Services

Revenues from our satellite and other services decreased by Phpal million, or 3%, to Phpl.aB3 million in 2012 from Phpl 620 million in 201, primarily due to the
termination of wired and wireless leased line clients, a decrease in the number of ACeS Philippines’ subscribers and the effect of the appreciation of the Philippine
peso relative to the LS. dollar to a weighted average exchange rate of Php42.24 for the year ended December 31, 2012 from Php43.31 for the year ended December
31, 201 on our U.S. dollar and LS. dollar-linked satellite and other service revenues.

Non-Service Revenues

[ur wireless non-service revenues consist of proceeds from sales of cellular handsets, cellular SIM-packs and broadband data modems. Our wireless non-service
revenues increased by PhpBB4 million, or 47%, to PhpZ 183 million in 2012 from Phpl 469 million in 2011, primarily due to the increase in the combined average retail
price and quantity of Smart's cellular handsets/SIM-packs issued for activation, as well as the increase in DMPI's non-service revenue contribution,

Expenses

Expenses associated with our wireless business amounted to PhpB3.717 million in 2012, an increase of PhplZ. 708 million, or 18%, from Php71,009 million in 2011 A
significant partion of this increase was attributable to higher expenses related to depreciation and amortization, compensation and employee benefits, cost of sales,
repairs and maintenance, selling and promotions, rent, amortization of intangible assets, professional and other contracted services, partially offset by lower asset
impairment, interconnection costs and other operating expenses. As a percentage of our total wireless revenues, expenses associated with our wireless business

accounted for 72% and 69% in 2012 and 2011, respectively.
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The following table summarizes the breakdown of our total wireless-related expenses for the years ended December 31, 2012 and 20l and the percentage of each
expense item in relation to the total:

Increase (Decrease)

201212 % 201129 % Amount %
(in millions)

Depreciation and amartization Php!3.000 23 Phpl4.293 20 4703 33
Rent 9870 12 8223 12 1747 2l
Compensation and employee benefits 8,586 0 0248 7 3338 B4
Interconnection costs 8458 10 9,604 14 (1148) (12)
Selling and promations 7833 10 B.144 g 1788 29
Repairs and maintenance 7843 g 0,643 8 2200 39
Costof sales 1313 g 4,287 B 3106 3
Assetimpairment 4218 H] 9197 13 (4,879) (04)
Professional and other contracted services 3733 4 3,164 g 969 18
Taxes and licenses 2400 3 2233 3 177 8
Communication, training and travel 1430 2 1022 | 408 40
Insurance and security services 1033 | 87 | 186 22
Amortization of intangible assets el I 08 - 813 753
Dther expenses 809 | 1014 | (205) (20)

Total Php83.717 100 Php71,009 100 Phpl2,708 18

" ngludes OMPI's expenses of Php2|485 millian for the full year 201,

@ fs adjusted to reflect certain presentation adis tments to confarm with the current presentation of our business segments and the applization of the Revised PAS 19 - Employee Benefits. See Note 7 - Summary of Significant Accounting
Policies - Lhanges in A ing Policies and Disclosures to the lidated financial . for further di

G Includes DMPI's expenses of Phpd 083 millon for the period from October 26, 200 to December 51 201

Depreciation and amortization charges increased by Php4,705 million, or 33%. to Phpl9.000 million primarily due to the increase in DMPI's depreciation and
amortization expense by Php4.319 million and Smart's higher depreciable asset base.

Rent expenses increased by Phpl, 747 million, or 2%, to Php9,970 million primarily due to the increase in DMPI's rent expense by Phpl 715 million, increase in site and
office building rental and domestic fiber optic network, or DFON, charges, partially offset by a decrease in leased circuit and satellite rental charges. In the year
ended December 31, 2012, we had 9.979 cell sites, 18.943 cellular/mobile broadband base stations and 2,871 fixed wireless broadband-enabled base stations, as
compared with 10,487 cell sites, 14,873 cellular/mobile broadband base stations and 2,786 fixed wireless broadband-enabled base stations in 2011,

[Compensation and employee benefits expenses increased by Phpd 338 million, or 64%, to Php8.586 million primarily due to the increase in DMPI's compensation and
employee benefit expense by Phpl.836 million, as well as higher MRP costs, LTIP costs, salaries employee benefits and provision for pension benefits. Employee
headcount increased to 8,013 as at December 31, 2012 as compared with 8,043 as at December 31, 2001, primarily due to an increase in Smart's and DMPI's
headcount by an aggregate of 470 as at December 31, 2012.

Interconnection costs decreased by Phpl146 million, or 12%., to Php8.458 million primarily due to a decrease in interconnection charges on international calls and
roaming SMS.

Selling and promation expenses increased by Phpl, 788 million, or 28%, to Php7.933 million primarily due to the increase in DMPI's selling and promations expense by
Phpl 298 million and higher spending on advertising and promational campaigns, public relations and commissions.

Repairs and maintenance expenses increased by PhpZ.200 million, or 33%, to Php7.843 million mainly due to the increase in DMPI's repairs and maintenance
expense by Php2. 265 million, higher office and cell site electricity charges, and IT hardware and software costs, partly offset by lower maintenance costs on cellular
and broadband network facilities and other work equipment, as well as lower fuel costs.

Cost of sales increased by Php3.106 million, or 73%, to Php7.373 million primarily to the increase in DMPI's cost of sales by Php2,013 million and higher average cost
and quantity of handsets and SIM-packs issued for activation purposes, partly offset by lower quantity and average cost of broadband modems sold, as well as lower
broadband and cellular retention costs.

Asset impairment decreased by Php4.373 million, or 94%, to Php4.218 million primarily due to impairment charges in 201l on certain network equipment and
facilities as a result of Smart's network modernization program, partially offset by the increase in DMPI's asset impairment by Php3,051 million, higher provision for
uncollectible receivables and provision for inventory obsolescence covering slow-moving cellular handsets and broadband modems.

Professional and other contracted service fees increased by PhpaB8 million, or 18%, to Php3.733 million primarily due to the increase in DMPI's professional and
other contracted service fees by Php3!3 million, and the increase in call center, market research, consultancy, contracted service, outsourced service costs and
legal fees, partly offset by lower technical service, corporate membership and bill printing fees.

Taxes and licenses increased by Php!77 million, or 8%, to Php2 410 million primarily due to the increase in DMPI's taxes and licenses by Php463 million.

Communication, training and travel expenses increased by Php408 million, or 40%, to Phpl430 million primarily due to the increase in DMPI's communication,
training and travel expense by Php3B million, partially offset by a decrease in foreign travel, mailing and courier, and fuel consumption charges, partially offset by
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higher local training and travel.

Insurance and security services increased by Php!BE million. or 22%, to Phpl.033 million primarily due to higher office security services, and the increase in DMPI's
insurance and security expense by Php43 million, partially offset by lower expenses insurance and bond premium.

Amartization of intangible assets increased by PhpBI3 million, or 753%. to Php821 million primarily due to the amartization of intangible assets related to customer

list and franchise of DMP.

(ther expenses decreased by Php205 million, or 20%, to PhpB03 million primarily due to to lower various business and operational-related expenses, partially
offset by the increase in DMPI's other expense by Phpl4 million.

Other Income (Expenses)

The following table summarizes the breakdown of our total wireless-related other income (expenses) for the years ended December 31, 2012 and Z011:

Change
2012¢ 2 201129 Amount %
(in millions)
Dther Income (Expenses):
Foreign exchange gains (losses) - net PhpZ 419 (Php720) Php3.138 (436)
Interest income 565 B77 (12) (I7)
Bains (losses) on derivative financial instruments - net (af) (ID) (4) 40
Equity share in net losses of associates (78) (I13) 37 (32)
Financing costs - net (2.683) (2.744) Bl ]
Dthers il 1178 (457) (39)
Total Php833 (Phpl.734) Php2 627 (1al)

U Includes DMFI's ather income of Php569 millon for the full year 2017,
@ fs adusted to reflect certain presentation adistments to confarm with the current presentation of our business segments.
@ Includes DMPI's other expenses - net of Php/6S million for the period from (ctober 26 200 to December 5| 201

(ur wireless business' other income amounted to Php833 million in 2012, a change of PhpZ2 627 million as against other expenses of Phpl.734 million in 2011,
primarily due to the combined effects of the following: (i) net foreign exchange gains of Php2.413 million in 2012 as against net foreign exchange losses of Php720
million in 201l on account of revaluation of net foreign currency-denominated liabilities due to the appreciation of the Philippine peso to the LS. dollar to Php4l.08 as
at December 31, 2012 from Php43.92 as at December 31, 201l and the increase in DMPI's gains on revaluation of net dollar-denominated liabilities by Php2,057
million; (ii) lower net financing costs by PhpBI million primarily due to increase in capitalized interest and Smart's decrease in interest expense mainly due to a lower
average loan balance and interest rate, partly offset by the increase in DMPI's financing costs by PhpB33 million, and higher accretion on financial liabilities and
financing charges: (iii) a decrease in other income by Php4a7 million mainly due to lower rental and other miscellaneous income, the decrease in DMPI's other
income contribution by Php79 million, partially offset by higher net gain on fixed assets disposal and outsourcing income; (iv) a decrease in interest income by Phplf2
million mainly due to lower average short-term investments and lower average interest rates, as well as shorter average tenor of LS. dollar and peso placements
in 2012 and the appreciation of the Philippine peso to the U.S. dollar, partially offset by the increase in DMPI's interest income by Phpd0 million; (v) a decrease in
equity share in net losses of associates by Php37 million; and (vi) higher net loss on derivative financial instruments by Phpél million in 2012 mainly due to the
increase in DMPI's net loss on derivative financial instruments.

Provision for Income Tax

Provision for income tax decreased by Phpd35 million, or 4%, to Php8,084 million in 2012 from Php8.423 million in 201l primarily due to the realization of foreign
exchange loss on dollar denominated debt and accounts receivable written off, partially offset by the expiration of SBI's tax haliday in July 2011. The effective tax
rate for our wireless business was 24% and 27% in 2012 and 201, respectively.

Net Income

As a result of the foregoing, our wireless business' net income increased by Php2, 548 million, or 12%, to Php28,014 million in 2012 from Php22,368 million recorded
in 2011.

EBITDA

As a result of the foregaing, our wireless business' EBITDA decreased by Php3a3 million, ar 2%, to Phpa4 480 million in 2012 from Phpaa 433 million in 2011

Core Income

(ur wireless business' core income decreased by Php4.203 million, or 4%, to Php25,634 million in 2012 from PhpZ9.9083 million in 2001 on account of an increase in

wireless-related operating expenses, excluding the retroactive effect of the application of the Revised PAS 19 in our MRP costs of Phpa37 million in 2012, partially
offset by higher wireless revenues, a decrease in other expenses and lower provision for income tax.
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Fixed Line
Revenues
Revenues generated from our fixed line business amounted to PhpB0.246 million in 2012, an increase of Phpl 356 million, or 3%, from Phpa8.290 million in 2011,

The following table summarizes our total revenues from our fixed line business for the years ended December 31, 2012 and 2011 by service segment:

Increase (Decrease)

201222 % 201129 % Amount %
(in millions)
Service Revenues:
Local exchange PhplB.470 27 Phpla, 719 21 PhpTal 3
International long distance 10,789 18 11,342 19 (253) 5)
National long distance 5,048 8 3,037 10 (491) (9
Data and other network 23,039 42 72,944 39 2013 1l
Miscellaneous 1707 3 1,954 3 (247) (13)
58.07m 98 57.098 98 1975 3
Non-Service Revenues:
Sale of computers. phone units and SIM cards 1175 2 1194 2 (19) (2)
Total Fixed Line Revenues PhpB0.246 100 Phpag.230 100 Phpl.956 3

O Includes Digitel's service revenues of PhpS (90 million for the full year 201,
As adjusted to reflect certain presentation adjustments to conform with the current presentation of our busingss segments.
@ Includes Digitel's service revenues of PhpB8S millon for the period from (ctober 26 200 to December 5| 201

Service Revenues

(ur fixed line business provides local exchange service, national and international long distance services, data and other network services, and miscellaneaus
services. Our fixed line service revenues increased by Phpl 375 million, or 3%, to Phpa8,071 million in 2012 from Phpa7.096 million in 2011 due to an increase in the
revenue contribution of our data and other network, and local exchange services, partially offset by decreases in international and national long distance services,
as well as miscellaneous services.

Local Exchange Service

The following table summarizes the key measures of our local exchange service business as at and for the years ended December 31, 2012 and 2011:

Increase (Decrease)

201222 2011¢°¥ Amount %
Total local exchange service revenues (in millions) PhplB.470 Phpl5.719 PhpTal 3
Number of fixed line subscribers 2,063,734 266,295 (102.501) (a)
Postpaid 1,997,671 2,029,358 (31.688) 2
Prepaid 66,123 136,936 (70,813 (82)
Number of fixed line employees 7,948 9,072 (1.526) (17
Number of fixed line subscribers per employee 273 238 34 14

" Includes Digitel’s local exchange revenue contribution of Php389 million, subscriber base of 206,65/ and employee count of 516 as at and for the full year 2017,
@ fs adjusted to reflect certain presentation adjustments to conform with the current presentation of our business segments.
G Includes Digitel’s local exchange revenue contribution of Phpl78 million, subscriber base of 296,595 and employee count of | 556 for the period from U tober 26, 200 to December 5, 201

Revenues from our local exchange service increased by Php7al million, ar 5%, to Phpl6.470 million in 2012 from Phpla, 719 million in 200, primarily due to the
increase in Digitel's local exchange service revenue contribution by PhpBIl million and the increase in postpaid wired and Z/#lines, partially offset by a decrease in
ARPU on account of lower fixed charges due to the increase in demand for bundled voice and data services and a decrease in installation charges. The percentage
contribution of local exchange revenues to our total fixed line service revenues was 28% in each of 2012 and 2011,
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International Long Distance Service

The following table shows our international long distance service revenues and call volumes for the years ended December 31, 2012 and 2011:

Increase (Decrease)

2012% 22 2011%¥ Amount %
Total international long distance service revenues (in millions) Phpl0.788 Phpll. 342 (Phpad3) (9)
Inbound 9455 10,85 (740) ]
Qutbound 1.334 1147 187 1B
International call volumes (in million minutes, except call ratio) 2130 2,028 121 B
Inbound 1691 1787 (76) (#)
Qutbound 438 282 197 Ta
Inbound-outbound call ratio 3.7 5.7 - -

U Includes Digitel's international long distance service revenue contribution of PhpF83 milkion for the full year 2017,
@ fs adusted to reflect certain presentation adustments to conform with the current presentation of our business segments.
@ neludes Digitel's international long distance service revenue contribution of PhpZ 34 millon for the period from (ztaber 26, 200 to December 5| 201

Dur total international long distance service revenues decreased by Phpaad million, or 5%, to Phpl0.789 million in 2012 from Phpll.342 million in 2001 primarily due
to the decrease in PLOT's call volumes, the decrease in average collection and settlement rates in dollar terms, and the unfavorable effect of the appreciation of the
weighted average exchange rate of the Philippine peso to the LS. dollar to Php42.24 for the year ended December 31, 2012 from Php43.3! for the year ended
December 31, 2011, partially offset by increases in Digitel's international long distance service revenue contribution by Php443 million and call volumes by 290 millian
minutes. The percentage contribution of international long distance service revenues to our tatal fixed line service revenues accounted for 18% and 20% in 2012
and 2011, respectively.

Qur revenues from inbound international long distance service decreased by Php740 million, ar 7%, to Phpd.453 million in 2012 from Phpl0.195 million in 2011
primarily due to the decrease in inbound call volumes, as well as the unfavorable effect on our inbound revenues of the appreciation of the weighted average
exchange rate of the Philippine peso to the LS. dollar and the decrease in the average settlement rate in dollar terms, partially offset by an increase in Digitel's
inbound international long distance service revenue cantribution by Phpll7 million and inbound call valumes by 13 million minutes.

(ur revenues from outbound international long distance service increased by Phpl87 million, or 16%, to Phpl.334 million in 2012 from Phpll47 million in 2011,
primarily due to an increase in Digitel's revenue contribution from outbound international long distance service by Php332 million , partially offset by the decrease
in PLDT's outbound call volumes, the decrease in the average collection rate in dollar terms and the unfavorable effect of the appreciation of the weighted average
exchange rate of the Philippine peso to the LS. dollar to Php42.24 for the year ended December 31, 2012 from Php43.3! for the year ended December 31, 2011,
resulting in a decrease in the average billing rate to Php42 453 in 2012 from Php43.34 in 2011,

Qur total international long distance service revenues, net of interconnection costs, decreased by Php4BE million, or 9%, to Php4,607 million in 2012 from Phpa,073
million in 201l The decrease was primarily due to the unfavarable effect of lower weighted average exchange rate of the Philippine peso to the LS. dollar, lower net
average settlement and collection rates in dollar terms, and the decrease in inbound call valumes, partly offset by an increase in outhound call volumes.

National Long Distance Service

The following table shows our national long distance service revenues and call valumes for the years ended December 31, 2012 and 2011:

Decrease
201212 2011229 Amount %
Total national long distance service revenues (in millions) Phpa.046 Phpa.037 (Php481) 9)
National long distance call volumes (in million minutes) 97 1126 (135) (14)

" Includes Digitel's national long distance service revenue contribution of Php279 million and call volume of 59 million minutes for the full year 20,
@ fs adusted to reflect certain presentation adustments to conform with the current presentation of our business segments.
@ Includes Digitel's national long distance service revenue contribution of Php&0 million and call valume of 10 millon minutes for the period from Oztober 26 200 to December 5| 201

(ur national long distance service revenues decreased by Php48l million, or 9%, to Phpa,046 million in 2012 from Phpa,a37 million in 201, primarily due to a
decrease in call volumes, partially offset by an increase in Digitel's national long distance service revenue contribution by Php229 million and an increase in the
average revenue per minute of our national long distance services due to the cessation of certain promotions on our national long distance calling rates. The
percentage contribution of national long distance revenues to our fixed line service revenues was 9% and 10% in 2012 and 201, respectively.

(ur national long distance service revenues, net of interconnection costs, decreased by PhpZ94 million, or 7%, to Php3.03 million in 2012 from Phpé.|37 million in
201, primarily due to a decrease in call volumes, partially offset by an increase in the average revenue per minute of our national long distance services.
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Data and [ther Network Services

The following table shows information of our data and other network service revenues for the years ended December 31, 2012 and 201l:

Increase

2012% 22 2011%9 Amount %
Data and other network service revenues (in millions) Php25.058 Php22.544 Php2.515 1
Domestic 18438 16.404 2032 12
Broadband 246 457 1728 18
Leased Lines and Uthers 7190 6887 303 4
International
Leased Lines and thers 5524 5279 295 g
Data Centers 1099 ait 188 2
Subscriber base
Broadband 567599 G778 45106 5
SWP 22770 20155 7,067 13

O cludes Digitel's data and other netwark service revemue contribution of Phpl 259 million for the full year 2012 and DSL subscribers of 74971 as at December 31, 201,
@ fs adjusted to reflect certain presentation adustments to confarm with the current presentation of ur business segments.
@ Includes Digitel's data and ather network service revenue contribution of PhpZ2! millon for the period from Uztober 26 200 to December 5 200 and DL subscribers of 99.567as at December 51 201

Qur data and other network services posted revenues of Php25,053 million in 2012, an increase of Php2.915 million, or 1%, from Php22.544 million in 201, primarily
due to higher revenues from A/J7 S/, the increase in Digitel's data and other network service revenue contribution by Phpl, 018 million, an increase in domestic
|eased line revenues resulting from the higher revenue contribution of internet protocol-virtual private network, or [P-VPN, and Metro Ethernet, and an increase in
international data revenues primarily due to higher revenues from i-Gate and inland cable lease. The percentage contribution of this service segment to our fixed
line service revenues was 42% and 39% in 2012 and 2011, respectively.

Domestic

Domestic data services contributed Phpl8.438 million in 2012, an increase of Php2,032 million, or 12%, as compared with PhplB.404 million in 201l mainly due to
higher DSL. Fibr and Metro Ethernet revenues, and S/gps. Work subscribers as customer locations and bandwidth requirements continued to expand and demand far
offshoring, outsourcing services increased, partially offset by lower Diginet revenues. The percentage contribution of domestic data service revenues to total data
and other network services was 74% and 73% in 2012 and 2011, respectively.

Broadband

Broadband data services include ZIS/ broadband internet service, which is intended for individual internet users, small and medium enterprises, and large
corporations with multiple branches, and /7, our most advanced broadband internet connection, which is intended for individual internet users.

Broadband data revenues amounted ta Phpll. 246 million in 2012, an increase of Phpl. 7289 million, or 18%, from Php8.517 million in 2011 as a result of the increase in
the number of subscribers by 43,126, or 5%, to 887,399 subscribers, including Digitel's OSL subscriber base of 74,921, as at December 31, 2012, from 842,273
subscribers, which includes Digitel's subscriber base of 39,367, as at December 31, 2011, Broadband revenues accounted for 46% and 42% of total data and other
network service revenues in 2012 and 2011, respectively.

Leased Lines and [thers

Leased lines and other data services include: (1) Diginet, our domestic private |eased line service providing Smart's fiber optic and leased line data requirements; (2)
|P-VPN, @ managed corporate IP network that offers a secure means to access corporate network resources; (3) Metro Ethernet, our high-speed wide area
networking services that enable mission-critical data transfers; (4) Sgps. Wark, our connectivity solution for retailers and franchisers that links company branches
to their head office; and (3) SWZF our wireless VPN service that powers mobile point-of-sale terminals and off-site bank ATMs, as well as other retail outlets
located in remote areas. As at December 31, 2012, SW//Fhad a total subscriber base of 22,720 up by 2,567, or 13%, from 20,153 subscribers in 201l. Leased lines
and other data revenues amounted to Php7.190 million in 2012, an increase of Phps03 million, or 4%, from PhpB,887 million in 2011, primarily due to higher revenues
from IP-VPN, internet exchange, Metro Ethernet and S/ops. Wark revenues, partially offset by lower Diginet revenues. The percentage contribution of leased lines
and other data service revenues to the total data and other network services were 28% and 31% in 2012 and 201, respectively.
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International
Leased Lines and Others

International leased lines and other data services consist mainly of: (1) i-Gate, our premium dedicated internet access service that provides high speed, reliable and
managed connectivity to the global internet, and is intended for enterprises and VAS providers; (2) Fibernet, which provides cost-effective and reliable bilateral
point-to-point private networking connectivity, through the use of our extensive international alliances to offshore and outsourcing, banking and finance, and
semiconductor industries; and (3) other international managed data services in partnership with other global service praviders, which provide data networking
services to multinational companies. International data service revenues increased by Php295 million, or 6%, to Phpa,524 million in 2012 from Phpa,229 million in
2011, primarily due to higher i-Gate revenues and an increase in revenues from various global service providers, partially offset by lower Fibernet revenues, and the
unfavorable effect of the appreciation of the Philippine peso relative to the L1.S. dollar. The percentage contribution of international data service revenues to total
data and other network service revenues was 22% and 23% in 2012 and 2011, respectively.

Data Centers

Data centers provide co-location or rental services, server hosting, disaster recovery and business continuity services, intrusion detection, security services, such
as firewalls and managed firewalls. Data center revenues increased by Phpl88 million. or 21%, to Phpl.099 million in 2012 from Php3il million in 201 mainly due to
higher co-location and managed services as a result of the consolidation of [FCDS! in October 2012, The percentage contribution of this service segment to our total
data and other network service revenues was 4% in each of 2012 and 2011,

Miscellaneous Services

Miscellaneous service revenues are derived mostly from rental and facilities management fees, internet and anline gaming, and directory advertising. These service
revenues decreased by Php247 million, or 3%, to Phpl.707 million in 2012 from Phpl354 million in 201 mainly due to a decrease in internet and online gaming
revenues as a result of the disposal of ePLDT's 7a% interest in Digital Paradise on April 1, 2011 and 57.51% interest in Level Up! on July 11, 201, partially offset by the
effect of the inclusion in the consolidation of the financial results of ePDS (ePLDT increased its equity interest in ePDS from 50% to 67% effective August 24, 2011),
higher revenue contribution of PGNL, which is the exclusive distributor and licensee of the programs, shaws, films and channels of TV abroad, the distribution of
which is via syndication and international linear channels, and higher rental and facilities management fees. The percentage contribution of miscellaneous service
revenues to our total fixed line service revenues was 3% in each of 2012 and 2011,

Non-service Revenues

Non-service revenues decreased by Phpl3 million, or 2%, to Phpl 175 million in 2012 from Phpl 134 million in 2011, primarily due to lower computer-bundled sales and
several managed PABX and 0/ solutions, partially offset by higher revenues from /z/pad units.
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Expenses

Expenses related to our fixed line business totaled Phpa2,776 million in 2012, an increase of Php3,602 million, or 7%, as compared with Php49.174 million in 2011 The
increase was primarily due to higher expenses related to compensation and employee benefits, repairs and maintenance, rent, cost of sales, selling and promations,
depreciation and amortization, and asset impairment, partly offset by lower expenses related to interconnection costs, taxes and licenses, professional and other
contracted services, and amortization of intangible assets. As a percentage of our total fixed line revenues, expenses associated with our fixed line business

accounted for 88% and 84% in 2012 and 201, respectively.

The following table shows the breakdown of our total fixed line-related expenses for the years ended December 31, 2012 and 201l and the percentage of each expense
item to the total:

Increase (Decrease)

2012 and2) % 2011@2d3) % Amount %
(in millions)

Compensation and employee benefits Phpl3.439 28 PhplD.I77 2 Php3.262 32
Depreciation and amortization 13,354 n 13.244 27 110 |
Interconnection costs 1623 1a 8053 17 (476) (B)
Repairs and maintenance 3323 10 4932 10 333 1
Professional and other contracted services 3248 B 3363 7 (67 (2
Rent 2374 B 2164 4 20 0
Costof sales 1.374 3 L7 2 197 17
Selling and promotions 1786 3 1,664 3 122 7
Taxes and licenses 1037 Z 1313 3 222) )
Asset impairment 1068 2 1003 2 65 B
Communication, training and travel 132 | T4 2 1 |
Insurance and security services 632 | 376 | hli] 10
Amartization of intangible assets - - Bl - 9) (100)
(ther expenses biak ! b46 | 10 2

Total Php3?. 776 100 Php48,174 100 Php3 602 7

U Includes Digitel's expenses of Phl, 897 millon for the full year 200,

@ fs adusted to reflect certain presentation adustments to conform with the current presentation of our business segments and the applization of the Revised PAS 19 - Employee Benefits. See Note 7 - Summary of Significant Accounting
Falicies - Lhanges in A ing Policies and Disclosures to the i i financial Tor further dis i

@ Includes Digitel's expenses of Php715 million for the period from October 26, 200 to December 51 201

Compensation and employee benefits expenses increased by Php3.262 million, or 32%. to Phpl3.433 million primarily due to higher MRP costs, net of the retroactive
adjustment of the application of the Revised PAS 13 of Php7a0 million in 2012, salaries and employee benefits, LTIP costs, as well as the increase in Digitel's
contribution to compensation and employee benefits expense by PhpBR7 million, partially offset by lower provision for pension costs. Employee headcount
decreased to 0,462 in 2012 as compared with [1,409 in 2011 mainly due to a decrease in PLOT's and Digitel's headcounts as a result of the MRP, partially offset by an
increase in the number of employee headcount of iPlus.

Depreciation and amartization charges increased by Phplil million, or 1%, to Phpl3.354 million due to the increase in Digitel's contribution to depreciation and
amortization expense by PhpaZ23 million, partly offset by PLDT's lower depreciable asset base.

Interconnection costs decreased by Php478 million, or 6%, to Php7BZ3 million primarily due to due to lower international and national long distance
interconnection/settlement costs as a result of lower international received paid and domestic sent paid calls that terminated to other domestic carriers, and lower
settlement costs for data and other network services particularly Fibernet and Infonet, partially offset by the increase in Digitel's contribution to interconnection
costs by Phpd348 million.

Repairs and maintenance expenses increased by Php333 million, or 7%, to Phpa,325 million primarily due to the increase in Digitel's contribution to repairs and
maintenance expense by PhpaB8 million, higher repairs and maintenance costs for buildings, IT software, and office electricity cost, partially offset by lower repairs
and maintenance costs on central office/telecoms equipment, site fuel consumption, and vehicles, furnitures and other work equipment.

Professional and other contracted service expenses decreased by PhpB7 million, or 2%, to Php3,286 million primarily due to lower consultancy and bill printing fees,
partially offset by higher contracted service, transfer agents’, technical service, collection agency, and other professional fees, as well as the increase in Digitel's

contribution to professional and other contracted fees by Phpl73 million.

Rent expenses increased by Php210 million, or 10%, to Php2, 374 million primarily due to the increase in Digitel's contribution to rent expense by Phpl32 million, as
well as higher international leased circuits, and site rental charges, partially offset by lower domestic leased circuit, office building and equipment rental charges.

[ost of sales increased by Phpl37 million, or 7%, to Phpl.374 million primarily due to the increase in Digitel's contribution ta cost of sales by Phpa2 million and an
increase in the sale of /z/zadunits, partially offset by lower sales of several managed PABX and Jinla/solutions, and AP units.
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Selling and promotion expenses increased by Phpl22 million, or 7%. to Phpl. 786 million primarily due to the increase in Digitel's contribution to selling and
promotions expense by Php36 million, as well as higher advertising expenses, partially offset by lower public relations and commissions expense.

Taxes and licenses decreased by PhpZ22 million. or 17%, to Phpl097 million as a result of lower real property taxes and NTC license fees, partly offset by the
increase in Digitel's contribution to taxes and license expense by PhplO7 million.

Asset impairment increased by PhpBa million, or 6%, to Phpl.0B8 million mainly due to the increase in Digitel's contribution to asset impairment charge by Phpha
million, partially offset by lower provision for uncollectible receivables mainly by Philcom.

Communication, training and travel expenses increased by Phpll million, or 1%, to Php752 million mainly due to higher local training and travel, and the increase in
Digitel's contribution to communication, training and travel expense by PhpB8 million, partially offset by a decrease in foreign travel, mailing and courier, and fuel
consumption charges.

Insurance and security services increased by PhpaB million, or 10%, to PhpB32 million primarily higher office security services, and the increase in Digitel's
contribution to insurance and security expense by Phpa7 million, partially offset by lower expenses insurance and bond premiums.

Amortization of intangible assets amounted to Phpd million in 2011 relating to the amortization of intangible assets related to PLDT's acquisition of the customer list

of PDSIin 2011

[ther expenses increased by PhplO million, or 2%, to PhpBSB million primarily due to the increase in Digitel's contribution to other expense by PhpZ4 million,
partially offset by lower various business and operational-related expenses.

Other Expenses

The following table summarizes the breakdown of our total fixed line-related other expenses for the years ended December 31, 2012 and 2011:

Change
2012 22 2011%2% Amount %
(in millions)
Dther Income (Expenses):
[ains (losses) on derivative financial instruments - net (Phpl.338) Php2it (Php2.169) 1,028
Interest income 73 290 123 2l
Equity share in net earnings (losses) of associates 108 307 (199) (B9)
Foreign exchange gains - net 863 (I5) 878 5.803
Financing costs - net (4193) (3.710) (483) 13
Others 2686 168l 1,035 63
Total (Phpl.781) (Phpd6E) (PhpBla) 84

O eludes Digitel's ather income of PhpZ 458 million for the full year 207,

@ fs adjusted to reflect per/a//r presentation adjustments to conform with the cz//'/'em‘ presentation of our business segments and the application of the Revised PAS 19 - Employee Benefits. See Note 7 - Summary of Significant Accounting
PFulicies - Lhanges in A ing Policies and Disclosures to the dated financial for further di

@ Includes Digitel's other expenses of Phpl78 millon for the period from October 26, 200 to December 51 200

[ur fixed line business' other expenses amounted to Phpl,781 million in 2012, increased by PhpB15 million, ar 84%, from Php3BE million in 2011, The increase was due
to the combined effects of the following: (i) net losses on derivative financial instruments of Phpl, 958 million in 2012 as against net gains on derivative financial
instruments of Php2|l million in 2011 due to the effect of narrower dollar and peso interest rate differentials and higher level of appreciation of the Philippine peso to
the L.S. dollar; (i) an increase in net financing costs by Php483 million due to higher interest expense on loans and related items, and financing charges, partially
offset by a decrease in Digitel's financing costs by Php8 million; (iii) decrease in equity share in net earnings of associates and joint ventures by Php!39 million
mainly due to the disposal of investment in Philweb; (iv) an increase in interest income by Phpl23 million due to due to a higher principal amount of placements and
an increase in Digitel's contribution to interest income by Php30 million, partially offset by lower average interest rates, shorter average tenor of placements, and
the impact of the appreciation of the Philippine peso on dollar placements; (v) foreign exchange gains of PhpBE3 million in 2012 as against foreign exchange losses of
Phpla millian in 2001 on account of an increase in Digitel's contribution to foreign exchange gains by Phpl8! million and on account of foreign exchange revaluation of
foreign currency-denominated assets and liahilities due to the effect of the higher level of appreciation of the Philippine peso to the U.S. dollar; and (vi) an increase
in other income by Phpl.035 million mainly due to the gain on the first and second tranches of disposal of Philweb shares and higher reversal of prior year
provisions, partially offset by lower gain on sale of investments, lower gain on disposal of fixed assets and lower income from consultancy.
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Provision for (Benefit from) Income Tax

Benefit from income tax amounted to Phpal million in 2012, a change of Php2.354 million. or 102%, as against a provision for income tax of PhpZ.303 million in 2011,
primarily due to lower taxable income. The effective tax rate for our fixed line business was negative 1% in 2012 and 28% in 2011,

Net Income

As a result of the foregoing. our fixed line business contributed a net income of Php.740 million in 2012, decreased by Phpl07 million, or 2%. as compared with

Phpa 847 million in 2011,

EBITDA

As a result of the foregaing, our fixed line business' EBITDA decreased by Php2.293 million, or 10%, to Php20.083 million in 2012 from Php22.382 million in 2011,
Core Income

Dur fixed line business' core income increased by Php4ad million, or 9%, to Phpa,769 million in 2012 from Php,310 million in 2011, primarily as a result of higher
fixed line revenues and a benefit from income tax, partially offset by higher fixed line expenses, excluding the retroactive effect of the application of the Revised PAS
19 in our MRP costs of Php750 million in 2012, and an increase in other expenses.

Others

Expenses

Expenses associated with our other business segment totaled Phpl8 million in 2012, an increase of Php7 million, or 64%, as compared with Phpll million in 2011,
primarily due to PCEV's higher other operating expenses.

Other Income

The following table summarizes the breakdown of other income for other business segment for the years ended December 31, 2012 and Z0Il:

Change
2012 2011 Amount %
(in millins)

Dther Income (Expenses):

Equity share in net earnings of associates Phpl,508 Phpl 843 (Php335) (18)

Interest income 6 90 (14) (I6)

Others 2114 B 2,09 4168
Total Php4.358 Php!, 398 Php2.360 118

(ther income increased by Php2,360 million, or 18%, to Php4.358 million in 2012 from Php!,398 million in 2011 primarily due to the combined effects of the following:
(i) an increase in other income by Php2,709 million mainly due to the realized portion of deferred gain on the transfer of Meralco shares to Beacon of Php2,012
million and preferred dividends from Beacon of Php720 million; (ii) a decrease in interest income by Phpl4 million as a result of lower average level of temporary
cash investments by our PCEV business; and (jii) a decrease in equity share in net earnings of associates by Php335 million mainly due to the decrease in PCEV's
indirect share in the net earnings of Meralco.

For the years ended December 31, 2012, Meralco's reported and core income amounted to Phpl7.016 million and PhplB.265 million, respectively, as compared with
Php!3.227 million and Php!4,887 million, respectively, in 201l These results were primarily due to increases in billed customers and electricity sales volume,
partially offset by lower distribution and transmission rates in 2012 as compared with 201l PCEV's share in the reported and core income of Meralco, including its
share in Beacon's results of operations and amortization of fair value adjustment related to the acquisition of Meralco, amounted to Phpl,508 million and Phpl.298
million, respectively, in 2012, and Phpl.843 million and Php2,319 million, respectively, in 2011,

Net Income

As a result of the foregoing, our other business segment registered a net income of Php4,333 million, an increase of Php2,348 million, or 18%, in 2012 from
Phpl, 985 million in 2011,
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EBITDA

As a result of the foregoing, negative EBITDA from our other business segment increased by negative Php7 million, or 64%. to negative Phpl8 million in 2012 from

negative Phpll million in 2011

Core Income

Dur other business segment's core income amounted to Php4,424 million in 2012, an increase of Phpl 363 million, or 80%. as compared with PhpZ 461 million in 2011

mainly as a result of an increase in other income, partially offset by a decrease in the adjustment in equity share of Meralco.
Years Ended December 31, 2011 and 2010
On a Consolidated Basis

Revenues

We reported consolidated revenues of Phpl48 473 million in 2011, a decrease of Php2.335 million, or 2%, as compared with Phpla0 814 million in 2010, primarily due
to lower revenues from national long distance and local exchange services from our fixed line business, and satellite and other services from our wireless business,

partially offset by higher revenues from data and other network, international long distance and miscellaneous services from our fixed |i
cellular and broadband revenues from our wireless business.

The following table shows the breakdown of our consolidated revenues by business segment for the years ended December 31, 2011 and 2010:

ne business, and higher

Change
2011492 % 2010%? % Amount %
(in millians)
Wireless Phpl03.538 0 Phpl05,381 0 (Phpl.843) 2)
Fixed line 58290 39 58905 39 (B15) )
Inter-segment ir (13.349) ® (13472) ® 123 ()
Consolidated Phpl48.473 100 Phpla0.Bl4 100 (Php2.335) 2)

O cludes the Digitel Group’s revenue contribution of Phpd845 millon for the period from Uctober 26 200 to December 5, 20/,
@ fs adjusted to reflect certain presentation adjustments to conform with the current presentation of our business segments.

Expenses

Consolidated expenses increased by Phpll137 million, or 12%. to Phpl0B.424 million in 2011 from Php85,287 million in 2010, as a result of higher expenses related to
asset impairment, selling and promotions, depreciation and amortization, taxes and licenses, repairs and maintenance, professional and other contracted services,

and cost of sales, partially offset by lower expenses related to compensation and employee benefits, interconnection costs and amortization

The fallowing table shows the breakdown of our consolidated expenses by business segment for the years ended December 31, 2011 and 200

of intangible assets.

Change
2011¢2 % 20109 % Amount %
(in millions)

Wireless Php71.009 B7 Php39.773 B3 Phpll 236 19
Fired line 4917 i 43545 5 1) )
Others I - 19 - ® (‘)
Inter-segment tr (13.770) (13) (14,050) (15) 280 @)
Cansalidated Phpl06 424 100 Phpd5.287 00 Phpll 137 2

Includes the Digitel broup’s expenses of Php3, 785 million for the period from Uctober 26, 70 to December 3. 20/

Fulicies - Lhanges in A ing Policies and Disclosures to the financial for further

Other Income (Expenses)

As adjusted to reflect certain presentation adjustments to conform with the current presentation of our business segments and the application of the Revised PAS 19 - Employee Benefits. See Note 7 -

Summary of Sgnificant Accounting

Consolidated other expenses amounted to Php370 million in 20N, a change of Php334 million from Phpl 304 million in 2010, which includes other expenses from the
Digitel Group of Php34! million for the period from October 26, 201 to December 31, 2011, a decrease of Phpl.327 million, or 71%, from Phpl.871 million in 200,
primarily due to the combined effects of the following: (i) foreign exchange losses of Php735 million in 2011 as against foreign exchange gains of Phpl,850 million in
2010 mainly due to the revaluation of foreign-currency denominated assets and liabilities as a result of the effect of the depreciation of the Philippine peso to the

LI.S. dollar; (ii) an increase in other income by Phpl.11Z million mainly due to the reversal of prior year's accrual of long-term incentive plan,

or LTIP, pension benefit
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income recognized by PLDT and net gain on sale of investments in Level Up! and Digital Paradise, partly offset by lower net gain on disposal of fixed assets of Php742
million in Z01f; (iii) lower interest income by Phpl77 million due to to a higher average level of peso and dollar short-term investments, higher average peso and
dollar interest rates and the impact of the depreciation of the Philippine peso on dollar placements; (iv) a decrease in net financing costs by Php76 million mainly due
to lower interest on loans and other related items on account of lower average interest rates and, partially offset by higher average level of loan balances by our
fixed line and wireless businesses and lower capitalized interest by our wireless business; (v) an increase in equity share in net earnings of associates and joint
ventures by PhpB27 million; and (vi) net gains on derivative financial instruments of PhpZ01 million in 201l as against net losses on derivative financial instruments of
Phpl, 741 million in 2010 due to the effect of wider U.S. dollar and peso interest rate differentials and depreciation of the Philippine peso to the U.S. dollar, and a
decrease in hedge costs mainly due to the offsetting effect of overlay transactions in 2011,

The following table shows the breakdown of our consolidated other income (expenses) by business segment for the years ended December 31, 201l and 2010:

Change
2011¢22 % 2010 % Amount %
(in millions)
Wireless (Phpl,734) 179 (Phpl77) 9 (Phpl,557) 880
Fixed line (366) 99 (2.743) 1644 1777 3)
Others 1938 (206) 1371 M 827 46
Inter-segment transactions (268) 28 (355) 19 87 (25)
Consolidated (Php370) 100 (Php!.304) 100 Php334 (49)

O Includes the Digitel Group's other expenses of Php94! million for the period from (ctober 28 200 to December 3| 201
@ fs adusted to reflect certain presentation adistments to confarm with the current presentation of our business segments and the application of the Revised PAS 19 - Employee Benefits. See Nate 2 - Summary of Signifizant Accounting
Falicies - Lhanges in A ing Policies and Disclosures to the 7 idated financial. for further dis i

Net Income

Consolidated net income decreased by Php8.607 million, or 22%, to Php31.218 million in 2011, from Php33.825 million in 2000. The increase was mainly due to the
combined effects of the following: (i) a decrease in consolidated revenues by PhpZ,335 million; (ii) higher income from discontinued operations of Phpl 336 million;
(iii) a decrease in consolidated provision for income tax by Php2.97a million, which was mainly due to lower taxable income of our wireless and other businesses; (iv)
an increase in consolidated expenses by Phpll.137 million; and (v) a decrease in consolidated other expense - net by Php334 million. Our consolidated basic and
diluted EPS, including EPS from discontinued operatians, increased to PhplBl.0G and PhplB0.A1, respectively, in 201l from consolidated basic and diluted EPS of
Php210.53 in 2010. Our weighted average number of outstanding common shares was approximately 191.37 million and 186.79 million in the years ended December

31, 201 and 2010, respectively.

The following table shows the breakdown of our consolidated net income by business segment for the years ended December 31, 200l and 2010:

Change
201142 % 2010% % Amount %
(in millions)
Wireless Php22.366 n Php34,020 85 (Phpll.B54) (34)
Fixed line 5,847 19 4720 12 1127 %
Dthers 1,985 B 1,351 3 B34 47
Inter-segment transacti 153 223 | (70) (3N
Continuing operations 3035l 97 40314 1al (9.963) (29)
Discantinued operations 867 3 (489) () 1,356 2m
Consolidated Php3l 218 100 Php3d 825 100 (PhpB.607) (22)

O Includes the Digitel Group's net loss of PhpBlE million for the period from Uetaber 26, 200 to December 5, 201
As adjusted to reflect certain presentation adjustments to conform with the current presentation of our busingss segments and the application of the Revised PAS 19 - Fmployee Benefits. See Note 7 - Summary of Significant Accounting
PFulicies - Lhanges in A ing Policies and Disclosures to the i fi financial for further di i

EBITDA

Dur consolidated EBITDA from continuing operations, amounted to Php78,225 million in 2011, a decrease of Php3.824 million, or 5%, as compared with Php82.043
million in 2000, primarily due to lower consolidated revenues, lower operating expenses related to compensation and employee benefits, and lower interconnection
costs, partially offset by higher expenses driven by asset impairment, selling and promaotions, taxes and licenses, repairs and maintenance, professional and other
contracted services, cost of sales, and insurance and security services.
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The following table shows the breakdown of our consolidated EBITDA from continuing operations by business segment for the years ended December 31, 2011 and

2010

Change
2011% 22 % 2010%? % Amount %
(in millions)

Wireless Php5.433 i Phpi8,338 72 (Php3.565) (6)
Fixed line 22,382 29 22497 21 (D) -
Others (0} - (19) - 8 (2
Inter-segment transactions 421 - 978 | (157) (27)
Continuing operations Php78.225 100 PhpB2.043 100 (Php3.824) (0)

" ngludes the Digitel Group’s FRITOA of Phpl 056 millian for the period from October 26, 20 to December 3| 201
@ fs adusted to reflect certain presentation adustments to conform with the current presentation of our business segments and the application of the Revised PAS 19 - Employee Benefits. See Note 2 - Summary of Signifizant Accounting
Falicies - Lhanges in A ing Policies and Disclosures to the i idated financial. for turther di i

Core Income

(ur consolidated core income, including core income from discontinued operations, amounted to Php38,816 million in 2011, a decrease of Php2 378 million. or 7%, as
compared with Php4l.594 million in 2010, primarily due to an increase in consolidated expenses, partially offset by an increase in consolidated revenues and lower
pravision for income tax. Our consolidated basic and diluted core EPS, including basic and diluted core EPS from discontinued operations, increased to Php!99.33

and Phpl38.22, respectively, in 2011 from Php220.23 in 2010,

The following table shows the breakdown of our consolidated core income by business segment for the years ended December 31, 2011 and 2010:

Change
201142 % 2010% % Amount %
(in millions)

Wireless Php29.903 i Php33.347 80 (Php3 444) (0
Fixed line 5310 14 5420 13 () @
Dthers 2461 B 2,066 5 395 19
Inter-segment transact 153 | 3 | (70) @
Continuing operations 31827 98 4056 99 (3.229) ®)
Discontinued operations 789 2 238 | 23l 4
Cansolidated Php38 6I6 00 Phpdl 584 00 (Php?.878) ()

U Includes the Digitel Group's negative core income of Phpd millon for the period from October 26, 200 to December 3| 201
@ fs adusted to reflect certain presentation adustments to conform with the current presentation of our business segments and the agplication of the Revised PAS 19 - Employee Benefits. See Note 2 - Summary of Significant Accounting
Policies - Lhanges in Accounting Policies and Disclosures to the i lidated financial for further di i

On a Business Segment Basis
Wireless
Revenues

We generated revenues from our wireless business of Phpl03,538 million in 2011, a decrease of Phpl.843 million, or 2%. from Phpl05.381 million in Z0I0.

The following table summarizes our total revenues from our wireless business for the years ended December 31, 201 and 2010 by service segment:

Increase (Decrease)

2011% % 2010 % Amount %
(in millians)
Service Revenues:
Cellular Php83.643 90 Php85.520 Bl (Phpl.873) 2)
Wireless broadband, and satellite and others
Wireless broadband 6.804 7 6.287 [} al7 8
Satellite and others 1620 7 2201 7 (597) (27)
102,069 99 104,024 99 (1933) (2)
Non-Service Revenues:
Sale of cellular handsets, cellular SIM-packs and broadband data modems 1469 | 1,357 | 112 8
Total Wireless Revenues Phpl03,538 100 Phpl03,381 100 (Phpl,843) (2)
U Includes OMPI's cellular vaice revemues of Phpl 537 million for the period from Oz tober 26, 200 to December 5| 200 and as adjusted to reflect certain presentation adiustments to confarm with the current presentation of our business
segments.
Service Revenues
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Dur wireless service revenues decreased by Phpl. 955 million. or 2%, to Phpl02,063 million in 201, as compared with Phpl04,024 million in 2010, mainly as a result
of lower revenues from our cellular, and satellite and other services. The decrease in our cellular revenues was mainly due to the decline in revenues from
domestic and international calls, as well as from domestic text messaging services on the back of pervasive multiple SIM card ownership, increased utilization of
unlimited offers and increasing patronage of social networking sites, partially offset by the effect of the inclusion of DMPI's service revenues for the period from
(ctober 26, 201l to December 31, 2011, an increase in international short messaging service, ar SMS, as well as higher VAS revenues. mainly from internet-based VAS
and Pasa [oad Qur dollar-linked revenues were negatively affected by the appreciation of the Philippine peso relative to the LS. dollar, which decreased to a
weighted average exchange rate of Php43.31 for the year ended December 31, 2011 from Php4a.12 for the year ended December 31, 2010. With subscriber growth
being driven more by multiple SIM card ownership, especially in the lower income segment of the Philippine wireless market, manthly cellular ARPUs, for 2011 were
[ower as compared with 2010. As a percentage of our total wireless revenues, service revenues amounted to 39% in each of 2011 and 2010.

Lellular Service

Qur cellular service revenues in 201l amounted to Php33,645 million, a decrease of Phpl.87a million. or 2%, from Php35.520 million in 2010, Cellular service
revenues accounted for 32% of our wireless service revenues in 2011 and 2010.

The following table shows the breakdown of our cellular service revenues for the years ended December 31, 2011 and 2010:

Increase (Decrease)

2011% 2010 Amount %
(in millions)

Cellular service revenues Php93.645 Php33.520 (Phpl.873) 2)
By service type ang 2914 (1755) )
Prepaid 81,643 84,385 (2.736) @

Postpaid 9470 8023 941 1
By component ang 2914 (1755) )
Voice 43,884 43 B78 (1.734) (4)

Data 47233 471236 (1) -
Jthers” 2506 2606 (50) (5)

O Includes OMPI's cellular vaice revemes of Phpl 557 million for the period from Oztober 26, 200 to December 3| 200 and as adjusted to reflect certain presentation adiustments to conform with the current presentation of our business

Segments.

Refers to other non-subscriber-refated revenves consisting primarily of inbound international roaming fees, share in revenves from PLOT's WeRfoam and PLOT Landline Plus, or PIF. services, a small number of leased line contracts, and
revenues from Lhikks, Wolfpac and other Smart subsidiaries.

)

The following table shows our other key measures of our cellular business as at and for the years ended December 31, 2011 and 2010:

Increase (Decrease)

2011 2010 Amount %
Cellular subscriber base 63,696,623 43,636,008 18,060,621 40
Prepaid B1.782.792 43214433 16,578,359 37
Smart Prepaid 7801521 ZR247052 1764469 5
Talk N Text 20467175 1896758/ 1499794 g
Sun Gellular™ 1354096 - 13514096 -
Postpaid 1,908,837 421373 482,262 332
Smart 550748 21575 25173 ¥
Sun Gellular™ 1355089 - 1555089 -
Systemwide traffic volumes (in millions)
Calls (in minutes) 44,192 26,813 17.378 B3
Domestic 4107 23787 [7.320 73
Inbound 1350 1457 (&7 &)
Duthound 59757 22,550 17407 78
International 3.085 3.026 a9 2
Inbound 2862 287 45 7
(uth Y/ 209 /4 7
SMS/Data count (in hits) 354,135 341113 13.022 4
Text messages 351,602 338,530 11972 4
Domestic 330,858 339,01 11,847 3
Bucket-Friced/Unlimited 572588 2634 4554 3
Standard 78270 26377 1893 7
International B44 58 125 24
Value-Added Services 2,596 1,837 1,039 67
Financial Services 37 26 1 42

U Includes OMPY's minutes of 2,68/ million minutes and 1047 million for the period from October 26, 200 to December 5| 200 and as adusted to reflect certain presentation adis tments to conform with the current presentation of our business
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segments.
@ Sun Gellular brand and its subscribers were acquired by PLOT ypon acquisition of  controlling interest in Digitel on Oztaber 26, 200 Sun Gellular operates through OMPL a whally-awned subsidiary of the Digitel Group.

Revenues generated from our prepaid cellular services amounted to Php81.643 million in 2011, a decrease of Php2,736 million, or 3%. as compared with Php84.385
million in 2000. Prepaid cellular service revenues accounted for 0% and 31% of cellular voice and data revenues in 2001 and 2010, respectively. Revenues
generated from postpaid cellular service amounted to Php3.470 million in 201, an increase of Php34! million, or 1%, as compared with Php8.529 million earned in
2010, and which accounted for 10% and 3% of cellular voice and data revenues in 201 and 2010, respectively. The decrease in revenues from our prepaid cellular
services was primarily due to a decline in revenues from domestic and international calls, as well as domestic SMS, partially offset by an increase in VAS revenues,
mainly from internet-based VAS and Fasa [oad and the inclusion of DMPI's revenues far the period from October 26, 201! to December 31, 2011,

Vaice Services
Cellular revenues from our voice services, which include all voice traffic and voice VAS. such as voice mail and outbound international roaming, decreased by
Phpl. 794 million, ar 4%, to Php43 884 million in 201 from Php4a,878 million in 2010, primarily due to a decrease in domestic and international call revenues, partially
offset by the inclusion of DMPI's revenues for the period from October 26, 201l to December 31, 2011, Cellular voice services were 47% and 48% of our cellular

service revenues in 201 and 2010, respectively.

The following table shows the breakdown of our cellular voice revenues for the years ended December 31, 201l and 2010:

Decrease
2011 2010 Amount %
(in millions)
Voice services:
Jomestic
Inbound Php4, 363 Phpa.203 (Php240) (9)
Qutbound 22441 22,807 (366) )]
27404 28000 (BOB) 2)
International
Inbound 13.906 14738 (832) (B)
Qutbound 2,574 2330 (356) (12)
16.480 17.668 (1.188) (1)
Total Php43,884 Php45,678 (Phpl,794) (4)

O Includes OWFIs cellilar voice revenues of Phpl537 millon for the period from October 26, 200 to December 5/ 201 and as adusted to reflect certain presentation adjustments to conform with the current presentation of our business
Segments.

Domestic voice service revenues decreased by PhpB0B million, or 2%, to Php27.404 million in 201 from PhpZ8.00 million in 200, primarily due to a decrease in
domestic outbound call revenues by Php3BB million, ar 2%, to Php22.441 million in 2001 from Php22,807 million in 2010 mainly due to higher traffic volumes of
unlimited calls at lower yield. In addition, revenues from our domestic inbound voice service decreased by PhpZ40 million, or 9%, to Php4,363 million in 2011 from
Phpa.203 million in 2010 as a result of a decrease in inbound call traffic from domestic fixed line and mobile carriers. Domestic outbound call volumes increased by
17407 million minutes, or 78%. to 39,757 million minutes in 2011 from 22,330 million minutes in 2010, while domestic inbound call volumes decreased by 87 million
minutes, or 6%, to 1,350 million minutes in 20l from 1437 million minutes in 2010. The overall increase in domestic call traffic was due to higher call volumes
resulting from unlimited voice offerings and the inclusion of DMPI's call traffic for the period from October 26, 200 to December 31, 2011,

International voice service revenues decreased by Phpl IB8 million, or 7%, to PhplB.480 million in 201 from Phpl7 668 million in 2010, with a decline in international
inbound voice service revenues by Php832 million, ar 6%, to Php!3,306 million in 20Nl from Phpl4,738 million in 2010, as well as a decline in international outbound
voice service revenues by Php3aB million, or 12%, to Php2 574 million in 2001 from Php2 930 million in 2010. The decline in international voice service revenues was
primarily due to a reduction in inbound termination rates, as well as the effect on our dollar-linked revenues of the appreciation of the Philippine peso relative to the
LI.S. dollar to a weighted average exchange rate of Php43.3! for the year ended December 31, 2011 from Php4a.12 for the year ended December 31, 2010, partially
offset by the inclusion of DMPI's revenues for the period from October 26, 2011 to December 31, 2001 Conversely, international inbound and outbound calls totaled
3,08 million minutes in 201, an increase of 59 million minutes, or 2%, from 3,026 million minutes in 2010 mainly due to an increase in our cellular subscriber base.

Jata Services
Cellular revenues from our data services, which include all text messaging-related services, as well as VAS, decreased by Phpl million to Php47.235 million in 201l

from Php47.236 million in 2010, primarily due to a decrease in text messaging revenues, partially offset by the inclusion of DMPI's revenues for the period from
Dctober 26, 20l to December 31, 2011, Cellular data services accounted for 50% and 49% of our cellular service revenues in 201 and 2010, respectively.
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The following table shows the breakdown of our cellular data service revenues for the years ended December 31, 2011 and 2010:

Increase (Decrease)

2011 2010 Amount %
(in millians)
Text messaging
Domestic Php40,096 Phpél.070 (Phpd74) 2)
Bucket-Friced/Unlimited 23|64 23836 (672) ()]
Standard 16,932 17.234 (302) @
International 3,612 3,034 78 7
43,708 44,604 (896) @)
Value-added services
Internet-based” 1707 Ba8 849 9
Pasa Load/Give-a-load” BB4 483 181 37
SMS-based"” 652 B84 (32) (5)
MMS-based® 458 368 (D) (19)
3481 2,083 BBB 34
Financial services 48 39 7 18
Total Php41.235 Php47.236 (Phpl) -

O Includes DMPI's celllar data service revenues of Phpl 220 millon for the period from Uetaber 26 200 to December 5| 200 and as adiusted to reflect certain presentation adjustments to conform with the current presentation of aur business

Segments.

Includes revenues from web-based services such as mobile internet browsing, video streaming and Uzzap, net of allocated discounts and content provider costs. Uzzap is an IP-based messaging service that allows instant messaging, email
SMS, group messages, chatting, ets.

Includes revenues from Fasa Load and Dial"SUS, net of allocated discounts. Pasa Load/Give-a-load is & service which allows prepaid and postpaid subscribers to transfer small denominations of air time credits to other prepaid subscribers.
Dial*S0S allows Smart prepaid subscribers to borrow Php4 of load (Php3 on-net SHS plus Phpl ir time) from Smart which will be deducted ypon their next tap-up.

Includes revenues from infa-on-demand and voice text services, net of allocated discounts and content provider costs.

Includes revenues from point-to-point multimedia messaging system. or MMS, and content download services, such as ringtone, logo or music downloads, net of allocated discounts and content provider costs.

@)

@

“
()

Text messaging-related services contributed revenues of Php43,708 million in 20, a decrease of PhpB36 million, or 2%, as compared with Php44,604 million in
2010, and accounted for 93% and 94% of our total cellular data service revenues in 201 and 2010, respectively. The decrease in revenues from text messaging-
related services resulted mainly from declining SMS yields. Another factor that contributed to this decline in revenues is the availability of alternative means of
communication through social media sites. Text messaging revenues from the various bucket-priced/unlimited plans totaled Php23,164 million in 2011, a decrease of
PhpB72 million, or 3%, as compared with Php23.836 million in 2010, primarily as a result of lower yields. Standard text messaging revenues decreased by Php302
million, or 2%, to PhplB.932 million in 2011 from Phpl7.234 million in 200, primarily as a result of decreased usage. On the other hand, the increase in international
text messaging revenues was mainly due ta the growth in international inbound SMS traffic and a higher average yield per international inbound SMS.

Bucket-priced/unlimited text messages usage increased by 9,954 million, or 3%, to 322,588 million in 201l from 312,634 million in 2010 mainly due to DMPI's
contribution of 8,235 million bucket-priced/unlimited text messages for the period from October 26, 2011 to December 31, 2011, Standard text messages usage also
increased by 893 million, or 7%, to 28,270 million in 201 from 26,377 million in 2010 mainly due to DMPI's contribution of 1,352 million standard text messages for
the period from October 26, 201 to December 31, 2011,

VAS contributed revenues of Php3.481 million in 2011, an increase of PhpB88 million, or 34%. as compared with PhpZ.533 million in 2010, primarily due to an increase
in revenues from internet-based VAS, which increased by PhpB43 million, ar 33%. ta Phpl.707 million in 2011 from PhpBS8 million in 2010, and Fasa Load/Give-a-load
by Phpl8 million, or 37%, to PhpB&4 million in 2001 from Php483 million in 2010

Subscriber Base, ARPL and Lhurn Rates

As at December 31, 20I, our cellular subscribers totaled 63,696,629, an increase of 18,060.621, or 40%, over their combined cellular subscriber base of
43,836,008 as at December 31, 2000, Dur cellular prepaid subscriber base grew by 16,578,358, or 37%, to 61,792,792 as at December 31, 2011 from 45,214,433 as at
December 31, 2010, and our cellular postpaid subscriber base increased by 1482262, or 352%, to 1,303,837 as at December 31, 20l from 421,575 as at December
31, 2000. The significant increase in subscriber base was primarily due to the inclusion of DMPI's prepaid and postpaid subscribers of 13,314,096 and 1,353,089,
respectively, as at December 31, 201l. Prepaid subscribers accounted for 37% and 99% of our total subscriber base as at December 31, 2011 and 2010, respectively.
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Dur net subscriber activations for the years ended December 31, 20l and 2010

were as follows:

Increase (Decrease)

2011 2010 Amount %
Prepaid 3264263 4,321,335 (10a7.072) (24)
Smart Prepaid 1764469 2404667 (640/98) @7
Talk W Text 1499794 1316668 (416,574) 72)
Postpaid 128173 (13.968) 143 141 1.025
Smart 5173 (13.965) A3 14 1zs
Total 3,393,436 4,307,367 (813,331) (21)
(ur quarterly net subscriber activations (reductions) over the eight quarters in 201l and 2010 were as follows:
201 2010
JIr} 20 30 40 10 20 30 40
Prepaid 1,011,682 1178.072 (144.404) 1.218,303 1.868.812 244,244 (1.212.388) 1,520,668
Smart Prepaid 578535 oz na4n 244 1475678 158569 (1541175) 690145
Talk N Text 455157 F76960 (254.815) G44457 594,984 62,575 178786 850528
Postpaid 8985 ) 45,832 73,580 9870 (5.569) (21.266) 2997
Smart B985 24) 45,832 73,580 9,870 (5.569) (21.266) 2897
Total 020677 1177848 (37572) 1292483 878,682 2138.675 (1233.855) 1523683

Prepaid and postpaid subscribers reflected net activations of 3,264,263 and 129,173 subscribers, respectively, in 2011 as compared with net activations of 4,321,335
and net reductions of 13,968 in 2000. Sur Lellular’s prepaid and postpaid subscribers reflected net activations of 338,759 and 43,697 subscribers, respectively, for
the period from Octaber 26, 2011 ta December 31, 2011, which are not included in the net subscriber activations presented in the table abave.

For Smart Prepaidsubscribers, the average monthly churn rate in 201 and 2010 were 5.1% and 5.0%, respectively, while the average monthly churn rate for 7ak ¥

Jextsubscribers were 9.0% and 5.3% in 201 and 2010, respectively.

The average monthly churn rate for Smart's postpaid subscribers were 2.1% and 2.4% for 201 and 2010, respectively.

The following table summarizes our average monthly cellular ARPUs far the years ended December 31, 2011 and 2010:

Gross® Increase (Decrease) Net® Increase (Decrease)
2011 2010 Amount % 2011 2010 Amount %
Prepaid
Smart Prepsid Phyl30 Php220 (Php30) mn PhylE6 Phyl93 (Php27) mn
Talk W Text 124 139 (13) (I 109 122 (13) (In)
Postpaid
Smart Pastpaid 1,548 1678 (130) 8) 1510 1,638 (128) ()]
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Sun Lellufar's average monthly cellular ARPUs for the period from October 26, 200 to December 31, 201l were as follows:

Gross® Net®
Sun Cellular”
Prepaid Php7a PhpBa
Postpaid 430 447

Lross monthly ARPU is calculated by dividing gross cellular service revenues for the month, gross of discounts, allocated content provider costs and interconnection income but excluding inbound roaming revenues, by the average number of
subscribers in the month.

Net monthly ARPU is caleulated by dividing gross cellular service revenves for the month, including interconnection income, but excluding inbound roaming revenues, by the average number of subscribers in the month. Net monthly ARFUs in
200 have been restated to reflect the change in the presentation of our outhound revenues.

As adjusted to reflect certain presentation adjustments to conform with the current presentation of our business segments.

Sun Lellular brand and its subscribers were acquired by PLOT upon acquisition of a controlling interest in Digitel on October 26, 20l Sun Lellular aperates through OMPL a wholly-awned subsidiary of the Digitel Group.

=8

Dur average monthly prepaid and postpaid ARPUs per quarter in 201 and 2010 were as follows:

Prepaid Postpaid
Smart Prepaid Talk 'N Text Smart

Gross® Net® Gross® Net?  Gross® Net®
201
First Quarter Phpl38 Phpl74 Phpl23 Phpll3 Phpl 610 Phpl.557
Second Quarter 196 17 126 m 1637 1878
Third Quarter 180 158 7 103 1493 1429
Fourth Quarter 185 159 124 109 143l 1480
2010
first Quarter 232 204 140 122 1,686 1,666
Second Quarter 224 197 141 123 1665 1627
Third Quarter 207 181 133 18 166! 1614
Fourth Quarter 203 189 140 123 1702 1646

" rass manthly ARPU is calculated based on the average of the grass manthly ARPUs for the quarter.

@ Net manthly ARPU s calzulated based on the average of the net monthly ARPUs for the quarter. Net monthly ARPUls in 2010 have been restated to reflect the change in the presentation of our outhound revenues, as discussed in Note 7 -
Summary of Significant Accounting Policies to the ing audited dated financial.
@ fs adjusted to reflect certain presentation adjustments to confarm with the current presentation of our business segments.

Wireless Broadband Satellite and Other Services

(ur revenues from wireless broadband, satellite and other services consist mainly of wireless broadband service revenues from SBI, charges for ACeS Philippines’
satellite information and messaging services and service revenues generated by the mobile virtual network operations of PLDT Global's subsidiary.

Wireless Broadband
Revenues from our wireless broadband services increased by Phpal7 million, ar 8%, to PhpB.804 million in 2001 from PhpB.287 million in 2010, primarily due to the
a3% growth in broadband subscriber base and as a result of the inclusion of DMPI's revenues for the period from October 26, 2001 to December 31, 201 of PhpZ80
million. partially offset by a decline in ARPL.

The fallowing table shows information of our wireless broadband subscriber base for the years ended December 31, 2011 and 2010:

Increase
2011 2010 Amount %
Wireless Broadband Subscribers 2,068,409 1,350,877 712,432 a3
Prepaid 1562997 525220 437777 47
Smart Broadband 1162,020 925,220 236.800 76
Sun Broadband 200872 - 200872 100
Pospaid 05417 430757 J/4660 B4
Smart Broadband 434,333 4307757 2376 g
Sun Broadband 231,084 - 231,084 100

SBl and Sun Broadband Wireless, DMPI's broadband service, offer a number of wireless broadband services and had a total of 2,068.409 subscribers as at
December 31, 2011, an increase of 712,432 subscribers, or 53%, as compared with 1,353,377 subscribers as at December 31, 2010, primarily due to the inclusion of
DMPI's prepaid and postpaid broadband subscribers of 200,972 and 251,084, respectively, as at December 31, 201, Our postpaid wireless broadband subscriber
base increased by 274,660 subscribers, or B4%, to 705,417 subscribers as at December 31, Z0Il from 430,757 subscribers as at December 31, 2010, while our
prepaid wireless broadband subscriber base increased by 437,772 subscribers, or 47%, to 1,362,992 subscribers as at December 31, 2011 from 925,220 subscribers
as at December 31, 2010.
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Satellite and Other Services

Revenues from our satellite and other services decreased by Phpa37 million, or 27%, to Phpl.620 million in 201l from PhpZ 217 million in 2010, primarily due to the
sale of Mabuhay Satellite's transponders on July |, 2010 and the effect of the appreciation of the Philippine peso relative to the LS. dollar to a weighted average
exchange rate of Php43.3l for the year ended December 31, 2011 from Php45.12 for the year ended December 31, 2010 on our LS. dollar and U.S. dollar-linked

satellite and other service revenues.
Non-Service Revenues

Dur wireless non-service revenues consist of proceeds from sales of cellular handsets, cellular SIM-packs and broadband data modems. Our wireless non-service
revenues increased by PhpllZ million, or 8%, to Phpl 463 million in 201l as compared with Phpl.357 million in 2000, primarily due to the effect of the inclusion of
DMPI's non-service revenues of Php8B million for the period from October 26, 2011 to December 31, 2011, as well as the increase in cellular handset/SIM-pack
activations, partially offset by a lower quantity of broadband data modems sold.

Expenses

Expenses associated with our wireless business amounted to Php71,009 million in 2011, an increase of Phpll.243 million, or 19%, from Phpb8.768 million in 2000. A
significant portion of this increase was attributable to higher expenses related to asset impairment, selling and promations, depreciation and amortization, cost of
sales, repairs and maintenance, and taxes and licenses, partially offset by lower compensation and employee benefits, rent, interconnection costs and amortization
of intangible assets. As a percentage of our total wireless revenues, expenses associated with our wireless business accounted for 63% and 57% in 2011 and 2010,
respectively.

The following table summarizes the breakdown of our total wireless-related expenses for the years ended December 31, 201l and 2010 and the percentage of each
expense item in relation to the total:

Increase (Decrease)

2011% 2 % 2010% % Amount %
(in millions)

Depreciation and amortization Phpl4,293 20 Phpl3.243 22 Phpl.052 8
Interconnection costs 9,604 14 10,184 17 (580) (B)
Asset impairment 9,197 13 824 | 8373 1,06
Rent 8223 12 5,008 1a (786) 9
Selling and promotions B.l44 g 3.808 B 2335 Bl
Compensation and employee benefits® 5.248 7 6,392 I (L144) (18)
Repairs and maintenance 9,643 8 5,058 g 983 12
Cost of sales 4,267 B 3,087 B 680 19
Professional and other contracted services 3164 3 3,092 3 /i 2
Taxes and licenses 2233 3 1,68 3 232 33
Communication, training and travel 1022 | 946 2 T8 8
Insurance and security services 847 | 831 | 1 2
Amortization of intangible assets 0 - 134 - (26) (19)
Dther expenses 1,014 | 973 2 4 4

Total Php71,008 100 Php38.773 100 Phpll,236 19

U Includes DMPI's expenses of PhpS 083 millon for the period from October 26, 200 to December 3/ 201
@ fs adusted to reflect certain presentation adustments to conform with the current presentation of our business segments.
@ Includes salaries and employes benefits, LTIP, pension and MRP costs.

Depreciation and amortization charges increased by Phpl.052 million. or 8%, to Phpl4,295 million on account of higher depreciation charges on cellular network
facilities, business and operations support systems and the inclusion of DMPI's depreciation and amortization expenses for the period from October 26, 2011 to

December 31, 2011,

Interconnection costs decreased by Phpad0 million, or 6%, to Phpd.604 million primarily due to an increase in inter-operator rebates and a decrease in
interconnection charges for domestic and international calls and roaming SMS, partially offset by the inclusion of DMPI's interconnection costs for the period from
Dctober 26, 20l to December 31, 201,

Asset impairment increased by Php8,373 million to Php8.197 million primarily due to impairment charges on certain network equipment and facilities covered by the
network modernization program undertaken by Smart and higher provision for inventory obsolescence, partly offset by lower pravision for uncollectible receivables.

Rent expenses decreased by Php788 million, or 8%, to Php8.223 million primarily due to lower domestic fiber optic network, or DFON, charges as a result of lower
rental rates and a decrease in satellite and building rental, partially offset by the increase in cell site, leased line and pole charges and the inclusion of DMPI's rent
expenses for the period from October 26, 2011 to December 31, 2001, In 201, we had 10,487 cell sites, 14,879 cellular/mabile broadband base stations and 2,786 fixed
wireless broadband-enabled base stations, as compared with 6,037 cell sites, 10,316 cellular/mobile broadband base stations and 2,519 fixed wireless broadband-
enabled base stations in 2010.
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Selling and promotion expenses increased by Php2.335 million, or 6%, to PhpbB.l44 million primarily due to the inclusion of DMPI's selling and promotions expense
for the period from October 26, 2011 to December 31, 201 and higher spending on advertising and promotional campaigns, commissions and public relations
EXPENSES.

Compensation and employee benefits expenses decreased by Phpl.144 million, or 18%, to Phpa.248 million primarily due to lower MRP costs, as well as LTIP costs and
salaries employee benefits, partially offset by by the inclusion of DMPI's compensation and employee benefit expenses for the period from October Z6. 2011 to
December 31, 201 and higher provision for pension benefits. Employee headcount increased to 8,043 as at December 31, 201l as compared with 5,165 as at
December 31, 2010, primarily due to the inclusion of DMPI's headcount of 3,206 as at December 31, 2011.

Repairs and maintenance expenses increased by Phpa8a million, or 2%, to Phpd,643 million mainly due to the inclusion of DMPI's repairs and maintenance expense
for the period from October 26, 201l to December 31, 2011, higher electricity and fuel costs for power generation, as well as higher expenses related to computer
hardware and other work equipment, partly offset by lower maintenance charges for cellular and broadband network facilities, and computer software.

Cost of sales increased by PhpB80 million, or 13%, to Php4.267 million primarily due to the inclusion of DMPI's cost of sales for the period from October 26, 201 to
December 31, 2011 and higher cellular activation and broadband retention cost, partly offset by lower quantity and average cost of broadband modems sold.

Professional and other contracted service fees increased by Php72 million, or 2%, to Php3.I64 million primarily due to the increase in consultancy, contracted
service, outsourced service, and market research fees, and the inclusion of DMPI's professional and other contracted service fees for the period from October 28,
201 to December 31, 2011, partly offset by lower management, customer relationship management service, technical and legal services, and other professional
service fees.

Taxes and licenses increased by Phpad? million, or 33%, to Php2,233 million primarily due to higher business-related taxes and the inclusion of DMPI's taxes and
licenses for the period from October 26, 2011 to December 31, 2011,

Communication, training and travel expenses increased by Php76 million, or 8%, to Phpl,022 million primarily due to higher courier charges, travel expenses, fuel
consumption for vehicles, and the inclusion of DMPI's communication, training and travel expenses for the period from October 26, 2001 to December 31, 201 partially
offset by lower communication, training, and freight and hauling expenses.

Insurance and security services increased by PhplB million, or 2%, to PhpB4T million primarily due to higher site security expense, and the inclusion of DMPI's
insurance and security expenses for the period from October 26, 201 to December 31, 2011, partially offset by lower insurance premiums.

Amartization of intangible assets decreased by Php2B million, or 19%, to Phpl08 million primarily due to the amortization of intangible assets relating to the

acquisition of Chikka in 2010,

(ther expenses increased by Php4l million, or 4%, to Phpl.014 million primarily due ta higher various business and operational-related expenses and the inclusion of
DMPI's other operational expenses for the period from October 26, 201 to December 31, 2011,

Other Income (Expenses)

The fallowing table summarizes the breakdown of our total wireless-related other income (expenses) for the years ended December 31, 2011 and 2010:

Change
201112 2010 Amount %
(in millions)
Dther Income (Expenses):

Interest income PhpB77 Phpaal Phpl26 23
[ains (losses) on derivative financial instruments - net (10) 3 (13) (433)
Equity share in net losses of associates (119) V)] (108) 1,043
Foreign exchange gains (losses) - net (720) 888 (1.608) (181)
Financing costs - net (2.744) (2.681) (63) 7
Others 1178 1,069 109 10

Total (Phpl.734) (Php!T7) (Phpl,337) 880

O fncludes DWFI's expenses of Fhp 63 millon for the period from (ctober 26 200 to December 3| 201
O fs adusted to reflect certain presentation adustments to confarm with the current presentation of our business segments.

(ur wireless business' other expenses amounted to Phpl.734 million in 2011, a change of Phpl.aa7 million from Phpl77 million in 2010, primarily due to the combined
effects of the following: (i) net foreign exchange losses of Php720 million in 2011 as against net foreign exchange gains of PhpB8R million in 200 an account of
revaluation of foreign currency-denominated assets and liabilities due to the inclusion of losses on revaluation of dollar-denominated net liabilities of DMPI for the
period from October 26, 201 to December 31, 2011, and lower level of appreciation of the Philippine peso to the U.S. dollar; (ii) increase in equity share in net losses
of associates by PhplO8 million; (iii) higher net financing costs by PhpB3 million primarily due to higher accretion on financial liabilities and financing charges, and a
decrease in capitalized interest, partly offset by lower interest on loans and other related items on account of Smart's lower average level of loan balances, and
lower average interest and foreign exchange rates; (iv) an increase in interest income by Phpl26 million mainly due to a higher average level of peso and dollar
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short-term investments and a higher average interest rate in 201l and (v) an increase in other income by Phpl03 million mainly due to reversal of prior year's
accrual of LTIP, partially offset by lower rental and consultancy income, and lower gains on disposal of fixed assets and insurance claims.

Provision for Income Tax

Provision for income tax decreased by Php2 384 million, or 26%, to Php8.429 million in 2011 from Phpll. 41 million in 2010 primarily due to lower taxable income and
increased savings from the use of the optional standard deduction method in computing taxable income. The effective tax rate for our wireless business was 27%
and 20% in 2011 and 2010, respectively.

Net Income

As a result of the foregoing, our wireless business' net income decreased by Phpll,654 million, or 34%, to Php22.366 million in 20l from Php34,020 million recorded
in 2010,

EBITDA
As a result of the foregoing, our wireless business' EBITDA decreased by Php3,585 million, or 6%, to Phpa.433 million in 201 from PhpaB8,998 million in 2010.
Core Income

[ur wireless business' core income decreased by Phpd 444 million, or 10%. to Php29.903 million in 2011 from Php33.347 million in 2010 on account of an increase in
other expenses and higher wireless-related operating expenses, partially offset by an increase in wireless revenues and a decrease in provision for income tax.

Fixed Line
Revenues
Revenues generated from our fixed line business amounted to Phpa8,290 million in 2011, a decrease of Phpbla million, or 1%, from Phpa8,305 million in 2010,

The following table summarizes our total revenues from our fixed line business for the years ended December 31, 2011 and 2010 by service segment:

Increase (Decrease)

201122 % 2010% % Amount %
(in millions)
Service Revenues:
Local exchange Phpla.718 27 Phpl5.833 21 (Phpl20) ()
International long distance 11,342 19 1274 19 B8 |
National long distance 0,937 10 6,627 ] (1,090) (I6)
Data and other network 22,044 39 21461 36 1,083 3
Miscell 1,954 3 2,187 a (833) (30)
7,086 98 97,988 98 (892) (2)
Non-Service Revenues:
Sale of s, phone units and SIM cards 1194 2 17 2 271 30
Total Fixed Line Revenues Phpa8.280 100 Phpag. 305 100 (Phpbl3) ()

O Includes the Digitel's service revenues of PhpBS millon for the period from [ztober 26 200 to December 5| 201
@ fs adusted to reflect certain presentation adis tments to confarm with the current presentation of our business segments.

Service Revenues

[ur fixed line business provides local exchange service, national and international long distance services, data and other network services, and miscellaneous
services. Our fixed line service revenues decreased by Php832 million, or 2%, to Phpa7,038 million in 201l from Phpa7.988 million in 2010 due to decreases in
national long distance, miscellaneous and local exchange services, partially offset by an increase in the revenue contribution of our data and other netwark, and
international long distance services.
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Local Exchange Service

The following table summarizes the key measures of our local exchange service business as at and for the years ended December 31, 2011 and 2010:

Increase (Decrease)

201102 2010% Amount %
Total local exchange service revenues (in millions) Phplo.719 Phpl5.839 (Phpl20) [0)]
Number of fixed line subscribers 266293 1,822,105 344,190 19
Postpaid 2,029,358 1703958 325,361 19
Prepaid 136,938 118.107 18.828 18
Number of fixed line employees a0z 7595 1671 23
Number of fixed line subscribers per employee 733 246 (1) (3)

O eludes Digitel's local exchange revenue contribution of Phol78 millon, subscriber base of 296,395 and employee count of [ 586 for the period from October 26, 200 to December 3| 201
@ gs adusted to reflect certain presentation adjustments to confarm with the current presentation of our business segments.

Revenues from our local exchange service decreased by PhplZ0 million, or 1%, to Phpla.719 million in 200l from Phpla,833 millian in 2000, primarily due to the
decrease in ARPU on account of lower fixed rates due to the increase in demand for bundled voice and data services and a decrease in installation charges, partially
offset by an increase in postpaid wired and Z//lines and the effect of the inclusion of Digitel's revenues for the period from October 26, 201 to December 31, 2011,
FlPwireless service allows subscribers to bring the telephone set anywhere within the home zone area and is available on postpaid and prepaid variants. Similar to
our AP wireless service, Digitel's Sun/e/ wireless landline offers unlimited landline to landline calls with the convenience of limited mobility. The percentage
contribution of local exchange revenues to our total fixed line service revenues accounted for 28% and 27% in 2011 and 2010, respectively.

International Long Distance Service

The following table shows our international long distance service revenues and call volumes for the years ended December 31, 2011 and 2 010:

Increase (Decrease)

201122 2010% Amount %
Total international long distance service revenues (in millions) Phpll.342 Phpll.274 PhpB8 |
Inbound 10,85 9,859 338 3
Quthound 1147 1415 (268) (19)
International call volumes (in million minutes, except call ratio) 2029 1822 207 It
Inbound 1787 1,516 241 17
Quthound 762 306 (44) (14)
Inbound-outbound call ratio 6.71 a.0 - -

O fngludtes Digitel's international long distance service reveme contribution of Php254 million for the period from Oetaber 26, 200 to December 5 201
O s adusted to reflect certain presentation adjustments to conform with the current presentation of our business segments.

Qur total international long distance service revenues increased by PhpB8 million, or %, to Phpll.342 million in 201 from Phpll.274 million in 2010, primarily due to
the increase in inbound call traffic volumes, partially offset by the decrease in inbound average settlement and outbound collection rates in dollar terms, the
unfavorable effect of the appreciation of the weighted average exchange rate of the Philippine peso to the LS. dollar to Php43.3! for the year ended December 31,
2011 from Php4a.12 for the year ended December 31, 2010 and the decrease in outbound call volumes. The percentage contribution of international long distance
service revenues to our total fixed line service revenues accounted for 19% in each of 2011 and 2010.

Qur revenues from inbound international long distance service increased by Php336 million, or 3%, to Phpl0.133 million in 2001 from Phpd.853 million in 2010
primarily due to an increase in inbound call volumes, as well as the inclusion of Digitel's inbound international long distance service revenues of PhpZ229 million for
the period from October 26, 201l to December 31, 201, partially offset by the decrease in the average settlement rate in dollar terms and the unfavorable effect on
our inbound revenues of the appreciation of the weighted average exchange rate of the Philippine peso to the LS. dollar.

Qur revenues from outbound international long distance service decreased by Php268 million, or 13%, to Phpl147 million in 200 from Phpl 415 million in 2010,
primarily due to the decline in outbound call volumes, the unfavorable effect of the appreciation of the weighted average exchange rate of the Philippine peso to the
LI.S. dollar to Php43.31 for the year ended December 31, 201 from Php4a.1Z for the year ended December 31, 2010, resulting in a decrease in the average hilling rates
to Php43.34 in 201 from Php4a.31in 2010 and decrease in average collection rate in dollar terms.

Qur total international long distance service revenues, net of interconnection costs, decreased by Phpla3 million, or 3%, to Phpa,073 million in 201t from Phpb,226
million in 2010. The decrease was primarily due to lower inbound net average settlement rate in dollar terms on account of higher interconnection costs, the
unfavorable effect of lower weighted average exchange rate of the Philippine peso to the LS. dollar and the decrease in outbound call volumes, partly offset by an
increase in inbound call volumes and higher outbound net average collection rate in dollar terms.
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National [ong Distance Service

The following table shows our national long distance service revenues and call volumes for the years ended December 31, 2011 and 2010:

Decrease
2011% 2 2010% Amount %
Total national long distance service revenues (in millions) Phpa.037 PhpB.627 (Php!.030) (I6)
National long distance call volumes (in million minutes) 1126 1,368 (242) (I8)

O Includes Digitel's national long distance service revenue contribution of Php&0 million and call valumes of 10 millon minutes for the periad from Uz tober 26 200 to December 5| 201
@ gs adusted to reflect certain presentation adjustments to confarm with the current presentation of our busingss segments.

Dur national long distance service revenues decreased by Phpl.090 million, or 16%, to Php.537 million in 201 from PhpB.627 million in 2010, primarily due to a
decrease in call volumes, partially offset by the inclusion of Digitel's national long distance service revenues for the period from October 26, 2011 to December 3,
201 and an increase in the average revenue per minute of our national long distance services due to the cessation of certain promotions on our national long
distance calling rates. The percentage contribution of national long distance revenues to our fixed line service revenues accounted for 10% and 1% in 2011 and 2010,
respectively.

(ur national long distance service revenues, net of interconnection costs, decreased by PhB34 million, ar 13%, to Php4.197 million in 2001 from Php4.831 million in
2010, primarily due to a decrease in call volumes, partially offset by an increase in the average revenue per minute of our national long distance services.

Jata and Other Network Services

The following table shows information of our data and other network service revenues for the years ended December 31, 2011 and 2010:

Increase

2011% 2 2010% Amount %

Data and other network service revenues (in millions) Php22.544 Php21.461 Php!,083 b]

Domestic 16.404 13472 932 B

Broadband 4517 8777 1293 16

leased Lines and Uthers L8857 7250 (363) [6)]
International

leased Lines and Uthers 5779 578 453 1

Data Centers a1 7 204 29
Subscriber base

Broadband 842.273 643,048 199725 ¥

SWP 20155 /.64 4,512 79

" Includes Digitel's data and ather network service revenue contribution of PhpZ2! million and 05/ subscribers of 39367 far the period from Uztober 26 200 to December 3| 201
@ fs adjusted to reflect certain presentation adjustments to conform with the current presentation of our business segments.

(ur data and other network services posted revenues of PhpZ2,544 million in 2011, an increase of Phpl,083 million, or 5%, from Php21.46! million in 2010, primarily
due to higher revenues from ALJ7 U/, data centers, and higher revenue contributions of [P-VPN, Metro Ethernet and Fibernet, partially offset by lower i-Gate and
Diginet revenues. The percentage contribution of this service segment to our fixed line service revenues was 39% and 37% in 201 and 2010, respectively.

Domestic

Domestic data services contributed PhplB.404 million in 2001, an increase of Php932 million, or 6%, as compared with Phpla 472 million in 2010 mainly due to higher
DSL, Fibr and Metro Ethernet revenues, and S/gps. Work subscribers as customer locations and bandwidth requirements continued to expand and demand for
offshoring, outsourcing services increased, partially offset by lower Diginet revenues. The percentage contribution of domestic data service revenues to total data
and other network services was 73% and 72% in 201 and 2010, respectively.

Broadband

Broadband data services include IS/ broadband internet service, which is intended for individual internet users, small and medium enterprises, and large
corporations with multiple branches.

Broadband data revenue was Phpd.a17 million in 2011, including Digitel's broadband data revenues of Phpl3Z million for the period from Octaber 26, 2011 to December
31, 201, an increase of Phpl 285 million, or 16%, from Php8,222 million in 2010, primarily due to the higher revenue contribution of DS as a result of the increase in
the number of subscribers by 31% to 842,273 subscribers as at December 31, 200 from 643,048 subscribers in 2010, including Digitel's DSL subscriber base of
89,367 as at December 31, 2011, DSL revenues was 42% and 38% of total data and other netwark service revenues in 201l and 2010, respectively.

Leased Lines and lthers
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Leased lines and other data services include: (1) Diginet, our domestic private leased line service providing Smart's fiber optic and leased line data requirements; (2)
|P-VPN, a managed corporate IP network that offers a secure means to access corporate network resources; (3) Metro Ethernet, our high-speed wide area
networking services that enable mission-critical data transfers; (4) S/gps. Wark, our connectivity solution for retailers and franchisers that links company branches
to their head office; and (3) SWJP our wireless VPN service that powers maobile point-of-sale terminals and off-site bank ATMs, as well as other retail outlets
[ncated in remote areas. As at December 31, 201, SW//has a total subscriber base of 20,153 up by 29% from 15,641 subscribers in 2010. Leased lines and other
data revenues amounted to PhpB.B87 million in 2011, a decrease of Php363 million. or 5%, from Php7.250 million in 2010, primarily due to a decrease in Diginet
revenues, partially offset by the inclusion of Digitel's leased line data revenues of PhpB3 million for the period from October 26, 2001 to December 31, 201, and higher
revenues from IP-VPN and Shaps. Wert The percentage contribution of leased lines and other data service revenues to the total data and other network services

was 31% and 34% in 2011 and 2010, respectively.

International
Leased lines and Others

International leased lines and other data services consist mainly of: (1) i-Gate, our premium dedicated internet access service that provides high speed. reliable and
managed connectivity to the global internet, and is intended for enterprises and VAS praviders; (2) Fibernet, which provides cost-effective and reliable bilateral
point-to-point private networking connectivity, through the use of our extensive international alliances to offshore and outsourcing, banking and finance, and
semiconductor industries; and (3) other international managed data services in partnership with other global service praviders, which provide data netwarking
services to multinational companies. International data service revenues decreased by Phpad million, or (%, to Phpa.229 million in 2011 from Php.282 million in
2010, primarily resulting from the termination of transponder sub-lease agreement with customers, a decrease in revenues from i-Gate and various global service
praviders, and the unfavorable effect of the appreciation of the Philippine peso relative to the LL.S. dollar, partially offset by growth in international managed data
services, higher Fibernet revenues, and the effect of the inclusion of Digitel's international leased line data revenues of PhpB million for the period from October 26,
201! to December 31, 201l The percentage contribution of international data service revenues to total data and other network service revenues was 23% and 25%
in 2001 and 2010, respectively.

Data Centers

Data centers provide co-location or rental services, server hosting, disaster recovery and business continuity services, intrusion detection, security services, such
as firewalls and managed firewalls. Revenues from this service increased by Php204 million, or 29%, to Php31l million in 2001 from Php707 million in 2010 mainly due
to higher co-location and managed services.

Miscellaneous Services

Miscellaneous service revenues are derived mostly from rental and facilities management fees, internet and anline gaming, and directory advertising. These service
revenues decreased by PhpB33 million, or 30%, to Phpl 354 million in 2001 from Php2,787 million in 2010 mainly due to a decrease in internet and online gaming
revenues as a result of the disposal of investments in Digital Paradise and Level Up!, as well as lower rental and facilities management fees, and directory
advertising, partially offset by the effect of the inclusion in the consolidation of the financial results of ePDS (ePLDT increased its equity interest in ePDS from 30%
to 67% effective August 24, 201), and the revenue contribution of PGNL, the exclusive distributor and licensee of the programs, shows, films and channels of TV3
abroad, and distributes these media content via syndication and via its international linear channels. The percentage contribution of miscellaneous service revenues
to our total fixed line service revenues was 3% and 0% in 2011 and 2010, respectively.

Non-service Revenues

Non-service revenues increased by Php2 77 million, or 30%, to Phpl194 millian in 200l from Php3(7 million in 2010, primarily due to higher revenues from several
managed PABX and Znla//sulutions and /z/pad units.

Expenses

Expenses related to our fixed line business totaled Php43.174 million in 200, a decrease of Php37! million, or 1%, as compared with Php49,545 million in 2010. The
decrease was primarily due to lower expenses related to compensation and employee benefits, rent, amortization of intangible assets and other operating expenses,
partially offset by higher expenses related to depreciation and amortization, professional and other contracted services, repairs and maintenance, taxes and
licenses, and asset impairment. As a percentage of our total fixed line revenues, expenses associated with our fixed line business accounted for 84% in each of 2011

and 2010.
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The following table shows the breakdown of our total fixed line-related expenses for the years ended December 31, 201l and 2010 and the percentage of each
expense item to the total:

Increase (Decrease)

2011 % 2010 % Amount %
(in millions)

Depreciation and amortization Phpl3.244 2 Phpl2.638 26 PhpBOG 5
Compensation and employee benefits 10177 2 13,380 27 (3208) (24)
Interconnection costs 8083 17 1340 16 158 2
Repairs and maintenance 4832 0 4041 q 445 0
Professional and other contracted services 3363 7 2864 B 489 17
Rent 2164 4 2288 5 (124) (5)
Selling and promotions 1664 3 1438 3 228 16
Taxes and licenses 1318 3 825 2 434 60
Cost of sales L7 2 1.184 2 ] 0}
Assetimpairment 1003 2 316 | 407 68
Communication, training and travel Tl 2 708 | 33 bl
Insurance and security services 376 ! 43 | 123 21
Amortization of intangible assets g - b - (20) (69)
Other exp 648 ! 857 | () (2)

Total Php48,174 100 Php48,545 100 (Php371) (1)

U Includes Digitel's expenses of Php726 millon for the period from (ctober 26 200 to December 3| 201
@ fs adjusted to reflect certain presentation adjustments to conform with the current presentation of our business segments and the agplication of the Revised PAS 19 - Employee Benefits. See Note 2 - Summary of Significant Accounting
Policies - Lhanges in A ing Policies and Disclosures to the i lidated financial . for further di

Depreciation and amortization charges increased by PhpBO6 million, or 9%, to Phpl3.244 million due to a higher depreciable asset base and the effect of the
inclusion of Digitel's depreciation and amortization expenses for the period from October 26, 201 to December 31, 2011,

[Compensation and employee benefits expenses decreased by Phpd 203 million, or 24%, to Phpl0.177 million primarily due to lower MRP and reversal of LTIP costs,
lower salaries and employee benefits, and pension costs, partially offset by the effect of the inclusion of Digitel's compensation and employee benefits expenses for
the period from October 26, 2011 to December 31, 200, Conversely, employee headcount increased to 11,409 in 2011 as compared with 3.572 in 2010 mainly due to
Digitel's headcount of 1,586.

Interconnection costs increased by Phplad million, or 2%, to Php8.099 million primarily due to higher international received paid calls that terminated to other
domestic carriers, as well as higher settlement to various foreign administrations.

Repairs and maintenance expenses increased by Php44a million, or 10%, to Php4.992 million primarily due to higher maintenance costs of central office/telecom
equipment, site electricity charges and fuel consumption cost, and the effect of the inclusion of Digitel's repairs and maintenance expenses for the period from
(ctober 26, 201l to December 31, 2011, partially offset by lower office electricity charges, maintenance costs on |T hardware and software, and buildings.

Professional and other contracted service expenses increased by Php439 million, ar 17%, to Php3,363 million primarily due to higher consultancy and contracted
services in relation with the acquisition of Digitel, and customer relationship management service fees, and the effect of the inclusion of Digitel's professional and
other contracted fees for the period from October 28, 2011 to December 31, 201, partially offset by lower legal fees and outsource cost.

Rent expenses decreased by PhplZ4 million to Php2 |64 million primarily due to a decrease in satellite link, site and pole rental charges, partially offset by an
increase in leased circuits and office building rental charges and the effect of the inclusion of Digitel's rent expenses for the period from October 26, 2011 to

December 31, 2011,

Selling and promotion expenses increased by Php228 million, or 16%, to Phpl,664 million primarily due to higher public relations expenses, as well as higher
spending on advertising and promations, and public relations and commission expenses and the effect of the inclusion of Digitel's selling and promotions expenses
for the period from October 26, 2011 to December 31, 2011,

Taxes and licenses increased by Php434 million, or 0%, to Phpl.319 million as a result of higher business-related taxes and the effect of the inclusion of Digitel's
taxes and licenses for the period from October 26, 2011 to December 31, 2011,

[ost of sales decreased by Php7 million, or 1%, to Phpl.I77 million primarily due to lower sales of A/7units and SIM cards, partially offset by the sale of several

managed PABX and 205/ solutions in 2011; no similar transactions were recognized in 2010, as well as higher computer-bundled sales in relation to our DSL
promotions.

148



Asset impairment increased by Php407 million, or B8%. to Phpl,003 million mainly due to higher provision for uncollectible receivables and the effect of the
inclusion of Digitel's provision for uncollectible receivables for the period from October 26, 2011 to December 31, 2011, partially offset by lower impairment charges
on payphone assets and investment in 2010.

Communication, training and travel expenses increased by Php33 million, or 8%, to Php74! million mainly due to the effect of the inclusion of Digitel's communication,
training and travel expenses for the period from October 28, 2001 to December 31, 2011 and increases in foreign travel expenses, mailing and courier charges, and
fuel consumption, partially offset by lower training and local travel expenses, and communication charges.

Insurance and security services increased by PhplZ3 million, or 27%, to Phpa76 million primarily due to higher insurance and bond premiums, security services and
the effect of the inclusion of Digitel's insurance and security expenses for the period from October 26, 2011 to December 31, 2011,

Amortization of intangible assets decreased by Php20 million, or 69%. to Php3 million primarily due to amortization of intangible assets related to PLDT's acquisition
of the customer list of PDSI and Infocom in 2011,

[ther expenses decreased by Phpl! million, or 2%, to PhpB48 million primarily due to lower various business and operational-related expenses.
Other Expenses

The following table summarizes the breakdown of our total fixed line-related other expenses for the years ended December 31, 2011 and 2010:

Change

201122 2010% Amount %
(in millions)
Other Income (Expenses):
Interest income Phpad0 Php482 Phpl08 22
Equity share in net earnings of associates 307 186 121 B3
Bains (losses) on derivative financial instruments - net 2 (1.744) 1853 (112)
Foreign exchange gains (losses) - net (19) 985 (1000) (I02)
Financing costs - net (3.710) (3.847) 137 (4)
Dthers 168l 1193 436 38
Total (Php3EE) (Php2.743) Phpl,777 (63)

U Includes Digitel's other expenses of PhpZ 2401 million for the period from (ctober 26 200 to December 5| 201
@ fs adusted to reflect certain presentation adustments to conform with the current presentation of our business segments and the adjiustments on the application of the Revised PAS 19 - Fmployee Benefits. See Note 7 - Summary of
Significant Accounting Palicies - Lhanges in Accounting Policies and Disclosures to the i idated financial. for further di

Qur fixed line business' other expenses amounted to Php368 million in 2011, a decrease of Phpl,777 million, or 63%. from PhpZ 743 million in 2010. The decrease was
due to the combined effects of the following: (i) net gains on derivative financial instruments of Php2!l million in 201l as against net losses on derivative financial
instruments of Phpl, 744 million in 2010 due to the effect of wider dollar and peso interest rate differentials and depreciation of the Philippine peso to the LS. dollar,
and a decrease in hedge costs mainly due to the offsetting effect of overlay transactions in 201I; (ii) an increase in other income by Php4a6 million mainly due to the
reversal of prior year's LTIP accrual and a gain on sale of investments in Level Up! and Digital Paradise; (iii) a decrease in net financing costs by Phpl37 million due
to a decrease in interest expense on loans and related items on account of lower average interest rates, partially offset by higher average level of loan balances;
(iv) increase in equity share in net earnings of associates and joint ventures of Phpl2| million mainly due to the share in net earnings of Philweb, and Digitel's
reversal of impairment on investment in Digitel Crossing, Inc.; (v) an increase in interest income by Phpl08 million due to a higher average level of peso and dollar
short-term investments and higher average peso interest rates, and impact of the depreciation of the Philippine peso on dollar placements; and (vi) net foreign
exchange losses of Phpla million in 201 as against net foreign exchange gains of Php385 million in 2010 on account of lower gains on net foreign exchange
revaluation of foreign currency-denominated assets due to the effect of the depreciation of the Philippine peso to the LS. dollar.

Provision for Income Tax

Provision for income tax increased by Php406 millian, or 21%, to Php2,303 million in 201 from Phpl,837 million primarily due to higher taxable income. The effective
tax rate of our fixed line business accounted for 28% and 29% in 2001 and 2010, respectively.

Net Income

As a result of the foregoing, our fixed line business contributed a net income of Phpa,847 million in 2011, increased by Phpl127 million, or 24%, as compared with

Php4. 720 million in 2010,
EBITDA

As a result of the foregoing, our fixed line business' EBITDA decreased by Phpl10 million to Php22,382 million in 201 from PhpZZ.432 million in 2010.
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Core Income

Dur fixed line business' core income decreased by Phpll0 million, or 2%, to Phpa,310 million in 2001 from Phpb.420 million in 2000, primarily as a result of a decrease
in other expenses and lower fixed line expenses, partially offset by lower fixed line revenues and an increase in provision for income tax.

Others
Expenses

Expenses associated with our other business totaled Phpll million in 2011, a decrease of Php8 million. or 42%. as compared with Phpl3 million in 2000, primarily due
to PCEV's lower expenses related to professional and other contracted services, and communication.

Other Income

The following table summarizes the breakdown of other income for other business segment for the years ended December 31, 2011 and 2010:

Change
2011 2010 Amount %
(in millions)
Dther Income (Expenses):
Equity share in net earnings of associates Phpl.843 Phpl.229 Phpbl4 al
Interest income 30 147 a7 (39)
Financing costs - (2) 7 (100)
Foreign exchange losses - net - (23) 23 (100)
Others Ba 20 4o 225
Total Php! 998 Phpl. 37! 627 4B

(ther income increased by PhpB27 million, or 46%, to Phpl, 398 million in 2001 from Phpl 371 million in 2010 primarily due to the combined effects of the following: (i)
an increase in equity share in net earnings of associates by PhpBl4 million mainly due to the increase in PCEV's direct and indirect share in the net earnings of
Meralco, partly offset by PCEV's share in expenses of Beacon and fair value adjustment related to the acquisition of Meralco; (i) an increase in other income by
Php4d million; (iii) net losses on foreign exchange revaluation in 2010 of PhpZ3 million by our PCEV business; and (iv) a decrease in interest income by Phpa7 million
as a result of lower average level of investments by our PCEV business.

For the year ended December 31, 2011, Meralco's reported net income and core income amounted to Phpl3.227 million and Phpl4.887 million, respectively, as
compared with Phpd,685 million and Phpl2,155 million, respectively, in 20(0. These results were due primarily to an increase in billed customers as compared with
2010 and the implementation of the distribution rate adjustments approved by the Energy Regulatory Commission for 2011 PCEV's share in the reported and core
income of Meralco, including its share in Beacon's results of operations and amartization of fair value adjustment related to the acquisition of Meralco, amounted to
Phpl.843 million and PhpZ.319 million, respectively, in 201 and Phpl,229 million and Php! 928 million, respectively, in 2010. PCEV acquired 223 million Meralco shares
on July 14, 2009, of which 154.2 million shares and B8.8 million shares were transferred on May 12, 2010 and October 25, 2011, respectively, to Beacon, where PCEV
acquired a % equity interest effective March 31, 2010.

Net Income

As a result of the foregaing, other services registered a net income of Phpl 385 million, an increase of PhpB34 million, or 47%, in 201 from Phpl, 351 million in 2010.
EBITDA

As a result of the foregoing, EBITDA from other services decreased by Php8 million, or 42%. to negative Phpll million in 201l from negative Phpld million in 2010,

Core Income

(ther services' core income amounted to Php2 461 million in 201, an increase of Phpd35 million, or 19%, as compared with Php2 066 million in 2010 mainly as a
result of higher other income and a decrease in expenses, partially offset by an increase in provision for income tax.

Liquidity and Capital Resources

The following table shows our consolidated cash flows for the nine months ended September 30, 2013 and 2012, and for the years ended December 31, 2012, 201l and
2010 as well as our consolidated capitalization and other consolidated selected financial data as at September 30, 2013 and December 31, 2012, 2001 and 2010:

1a0



For the Nine Months Ended Years Ended

September 30, December 31,
2013 2012 2012 2011% 2010
(in millions)
Cash Flows
Net cash provided by operating activities Phpal 608 Phph4.822 Php80.370 Php73.208 Php77.260
Net cash used in investing activities 8.001 22,183 39.058 28.112 23283
Lipital expenditures 14888 19254 6596 1207 28766
Net cash used in financing activities 32652 38.125 48628 40204 38.322
Net increase (decrease) in cash and cash equival 8,317 1423 (T.781) 9379 (184N
As at
September 30, As at December 31,
2013 2012 2011 2010
(in millions)
Capitalization
Interest-bearing financial liabilities:
Long-term financial liabilities:
Long-term debt Php85.201 PhplD2.81 Phpd1273 Php7a,878
Obligations under finance lease 1 10 1 g
95,208 102,821 91,280 75,888
Current portion of interest-bearing financial liabilities:
Notes payable - - 3109 -
Long-term debt maturing within one year 14,252 12.981 22,893 13.7687
Dbligations under finance lease maturing within one year [} 8 7 34
14258 12,989 26,009 13.801
Total interest-bearing financial liabilities 109,466 113,810 117.289 89,689
Total equity attributable to equity holders of PLDT 139,337 145,350 153,860 97416
Php248.803 Php261,360 Php271159 Phpl87.105
Other Selected Financial Data
Total assets Php380.817 Php40a 813 Php401,782 Php278.083
Praperty. plant and equipment — net 191,578 200,078 200,142 163,184
Cash and cash equivalents 297718 37161 46,087 36,678
Short-term investments 330 374 338 663

O The December 3| 200 comparative assets and liabilities was adusted to reflect the adustment to the provisional amounts used in the purchase price allocation in relation to the acquisition of Digitel. See Note 1 - Business Lombinations and
Acguisition of Noncontrolling Interests - PLOT's Acquisition of Digitel to the i idated financial. for further di

Qur consolidated cash and cash equivalents and short-term investments totaled Php30,374 million as at September 30, 2013. Principal sources of consolidated
cash and cash equivalents in the first nine manths of 2013 were cash flows from operating activities amounting to Phpal,605 million, proceeds from availment of
long-term debt of Php31.701 million, proceeds from disposal of investments, net of cash of deconsolidated subsidiaries, of Phpl2,075 million, proceeds from sale of
Philweb shares of Phpl,009 million, interest received of Php742 million and dividends received of Php426 million. These funds were used principally for: (1) debt
principal and interest payments of Php42 473 million and Php3.832 million. respectively; (2) dividend payments of Php37.634 million; (3) capital outlays, net of
capitalized interest, of Phpl4.888 million; (4) payment for purchase of investments in joint ventures, associates and deposits for PDR subscription of Phpd.034
million; (0) net  payment  for  purchase of  investment  in debt  securities of  Phpall million; ~ and
(B) settlements of derivative financial instruments of Php427 million.

[ur consolidated cash and cash equivalents and short-term investments totaled Php37.830 million as at September 30, 2012. Principal sources of consolidated
cash and cash equivalents in the first nine months of 2012 were cash flows from operating activities amounting to Phpd4.822 million, proceeds from availment of
long-term debt and notes payable of Php4l443 million, interest received of Phpd80 million and dividends received of Php7a2 million. These funds were used
principally for: (1) dividend payments of Php36.854 million; (Z) debt principal and interest payments of Php30,743 million and Php4.13a million, respectively; (3)
capital outlays, including capitalized interest, of Phpl9.294 million; (4) payment for purchase of investment in associates and deposits for POR subscription of
Php8.956 million and payment for purchase of shares of noncontrolling interest of Php772 million; () Trust Fund and settlement for redemption of shares of
Phpa 603 million;  (B)  net  settlement of capital  expenditures  under  long-term  financing  of  Phpl392  million; and
(7) settlements of derivative financial instruments of Php318 million.

(ur consolidated cash and cash equivalents and short-term investments totaled Php37,735 million as at December 31, 2012. Principal sources of consolidated cash
and cash equivalents in 2012 were cash flows from operating activities amounting to PhpB0,370 million, proceeds from availment of long-term debt and notes
payable of PhpaZ |44 million, net proceeds from disposal of investment available for sale of Phpd,ab3 million, proceeds from net assets held for sale of Phpl 913
million, interest received of Phpl,294 million and dividends received of Php784 million. These funds were used principally for: (1) debt principal and interest
payments of Phpal.068 million and Phpa,3a0 million, respectively;
(2) dividend payments of Php36.934 million; (3) capital outlays of Php3B.396 million; (4) payment for purchase of investment in an associate and purchase of shares
of noncontrolling shareholders of Phpl0,500 million; (3) a trust fund, net of settlement, created for the redemption of preferred shares in the amount of Phpd 912
million; (B) net payment of capital expenditures under long-term financing of Phpl 47| million; and (7) settlements of derivative financial instruments of PhplI26
million.

(ur consolidated cash and cash equivalents and short-term investments totaled Php46.615 million as at December 31, 201l. Principal sources of consolidated cash

and cash equivalents in 201l were cash flows from operating activities amounting to Php78,208 million, proceeds from availment of long-term debt and notes
payable of Phpl9,600 million, net proceeds from disposal of investment in associates of Phpl4,981 million, interest received of Phpl,358 million, dividends received of
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Phpa20 million. These funds were used principally for: (1) dividend payments of Php4l,598 million; (2) capital outlays of Php31.207 million; (3) payments for purchase
of available-for-sale financial investments of Phpl5.I79 million; (4) debt principal and interest payments of Phpla, 036 million and Phpa,325 million, respectively; (3)
settlement of contingent consideration arising from business acquisitions of Phpl310 million; and (B) settlements of derivative financial instruments of PhpB32
million.

Operating Activities

Dur consolidated net cash flows from operating activities decreased by Php3.217 million, or 6%, to Phpal 605 million in the first nine months of 2013 from Phpa4,822
million in the same period in 2012, primarily due to higher settlement of accounts payable and other various liabilities and higher pension contributions, partially
offset by higher level of collection of receivables and higher operating income. Cash flows from operating activities of our wireless business decreased by
Php2.889 million, or 8%, to Php32,732 million in the first nine months of 2013 from Php30.621 million in the same period in 2012, primarily due to higher level of
settlement of other current liahilities and lower operating income, partially offset by lower level of settlement of accounts payable and higher level of collection of
outstanding receivables. Conversely, cash flows provided by operating activities of our fixed line business increased by PhpZ,769 million. or 168%, to Php20.482
million in the first nine months of 2013 from Phpl7.713 million in the same period in 2012, primarily due to higher operating income and higher level of collection of
receivables, partially offset by higher level of settlement of accounts payable and other liabilities, and higher pension contributions.

(ur consolidated net cash flows from operating activities increased by PhplI61 million, or 1%, to Php80.370 million in 2012 from Php73.209 million in 2011, primarily
due to an increase in the Digitel Group's net cash from operating activities by Phpll 317 million, lower settlement of accounts payable and other various liabilities and
lower corporate taxes paid, partially offset by lower operating income and lower collection of receivables. Cash flows provided by operating activities of our BPD
business in 2012 amounted to Phpl 326 million, an increase of Phpl3.139 million, or 117%, as against cash flows used in operating activities of Phpll.213 million in 2011,
primarily due to higher operating income and a lower level of settlement of accounts payable and other liabilities, partially offset by a lower level of collection of
outstanding receivables. Conversely, cash flows provided by operating activities of our fixed line business decreased by Phpll.073 million, or 31%, to Php24.402
million in 2012 from Php35.47a million in 201, primarily due to lower operating income, lower collection of receivables and higher contribution to the pension plan,
partially offset by lower level of settlement of other current liabilities. Cash flows from operating activities of our wireless business also decreased by PhpBa?2
million. or 2%, to Phpa4,13 million in 2012 from Phpa4,371 million in 200, primarily due to lower level of collection of outstanding receivables and higher level of
settlement of accounts payable, partially offset by higher operating income, lower level of settlement of other current liabilities and lower corporate taxes paid.

(ur consolidated net cash flows from operating activities increased by Phpl, 948 million, or 3%, to Php79.209 million in 201, including Digitel Group's cash flows
from operating activities for the period from October 26, 201l to December 31, 2001 of Phpl. 785 million, which was increased from Php77.260 million in 2010,
primarily due to the LTIP settlement in March 2010, which resulted in a reduction in our cash flows from operating activities in 2010, as well as due to a higher
collection of receivables, which was partially offset by higher settlement of various payables in 20l Cash flows provided by operating activities of our fixed line
business increased by Phpla,312 million, or 81%. to Php35.475 million in 2011 from Phpl9,563 million in 2010, primarily due to the LTIP settlement in March 2010, and
higher collection of receivables mainly due to the collection of ePLDT's receivable from SPi as a result of the transfer of SPiand SPi CRM, partially offset by higher
level of settlement of accounts payable and other liabilities. Cash flows from operating activities of our wireless business decreased by PhpB78 million to Phpa4.371
million in 200 from Phpaa,649 million in 2010, primarily due to lower operating income and higher level of settlement of accounts payable and other current
liabilities, partially offset by higher level of collection of outstanding receivables. Cash flows used in operating activities of our BPD business in 201l amounted to
Phpll.213 million as against cash flows provided by operating activities amounting to Phpl.830 million in 2000, primarily due to a higher level of settlement of
accounts payable and other liabilities mainly due to the settlement of SPi's payable to ePLDT as a result of the transfer of SPi and SPi CRM, partially offset by higher
|evel of collection of outstanding receivables.

Investing Activities

Consolidated net cash used in investing activities amounted to Php8,001 million in the first nine months of 2013, a decrease of Phpl4,764 million, or B2%, from
Php22,765 million in the same period in 2012, primarily due to the combined effects of the following: (1) proceeds from sale of BPO business, net of cash of
deconsolidated subsidiaries, of Phpl2,075 million; (2) lower payment for investment in joint ventures, associates and deposits for POR subscription by Php3,362
million. and acquisition of shares of noncontrolling interest by Php76a million; (3) the decrease in capital expenditures by Php4.406 million; (4) lower net proceeds
from disposal of investments available for sale of Php3.578 million; (5) increase in notes receivable of Phpl,024 million; and (B) lower dividends received by Php326
million.

Consolidated net cash used in investing activities amounted to Php39,058 million in 2012, an increase of Phpd.348 million, or 31%, from Php28,712 million in 2011,
primarily due to the combined effects of the following: (1) proceeds from disposal of investments in 2011 of Phpla 136 million; (2) higher payment for purchase of
investments by Phpll238 million in 201Z; (3) the increase in capital expenditures by Phpd.189 million; (4) the lower proceeds from disposal of property, plant and
equipment of Php3Z4 million; () lower net proceeds from maturity of short-term investments by Php31 million; () higher net proceeds from disposal of investment
available for sale by Php!8,741 million in 201Z; (7) proceeds from the sale of net assets held for sale of Phpl.313 million; (8) payment for contingent consideration
arising from business acquisition of Phpl.910 million in 2011; and (9) higher dividends received by Php264 million.

Consolidated net cash used in investing activities amounted to PhpZ9.712 million in 2011, including the Digitel Group's cash flows from investing activities for the
period from October 26, 20l to December 31, 201 of Phpl,029 million, an increase of PhpB.429 million, or 28%, from Php23,283 million in 2010, primarily due to the
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combined effects of the following: (1) the higher payments for purchase of available-for-sale financial assets by Phpla|77 million; () the lower net proceeds from
the maturity of short-term investments by Phpd,073 million; (3) the increase in capital expenditures by Php2 441 million; (4) the payment for contingent
consideration arising from business acquisitions by Phpl910 million;
(1) the lower proceeds from disposal of property, plant and equipment of Php336 million; (B) the higher interest received by Phpl94 millian; (7) net cash utilized for
the purchase of an investment of Phpl.357 million; and (8) the net proceeds from disposal of investments of Phpl4,981 million.

(ur consolidated capital expenditures, including capitalized interest, in the first nine months of 2013 totaled Phpl4.888 million, a decrease of Php4.406 million, or
23%, as compared with Phpl9.294 million in the same period in 2012, primarily due to decreases in the Digitel Group's and Smart Group's capital spending, partially
offset by PLDT's higher capital spending. PLDT's capital spending of Php7,363 million in the first nine months of 2013 was principally used to finance the expansion
and upgrade of its submarine cable facilities, DFON facilities, NGN roll-out, fixed line data and IP-based network services and outside plant rehabilitation. Smart
Group's capital spending of PhpB.874 million in the first nine months of 2013 was used primarily to modernize and expand its 26/3G cellular and mohile broadband
networks, as well as to purchase additional customer premises equipment for the fixed wireless broadband business. DMPI's capital spending of Php403 million in
the first nine months of 2013 was intended principally to finance the expansion of fixed mobile convergence and continued upgrade of its core and transmission
network to increase penetration, mainly in provincial areas. The balance represented other subsidiaries’ capital spending.

(ur consolidated capital expenditures in 202 totaled Php36.396 million, an increase of Phpa.IB9 million, or (7%, as compared with Php3l.207 million in 2011,
primarily due to increases in Smart and its subsidiaries' capital spending, and the Digitel Group's capital spending, partially offset by the decrease in PLDT's capital
spending.

(ur consolidated capital expenditures in 2011 totaled Php31,207 million, an increase of PhpZ 441 million, or 8%, as compared with PhpZ8,766 million in 2010, primarily
due to an increase in PLDT's capital spending and inclusion of the Digitel Group's capital spending of Php839 million for the period from October 26, 200 to
December 31, 2011,

As part of our growth strategy, we may from time to time, continue to make acquisitions and investments in companies or businesses.

Dividends received in the first nine months of 2013 amounted to Php428 million, a decrease of Php326 million, or 43%, as compared with Php752 million in the same
period in 2012. The dividends received in the first nine months of 2013 were from Beacon and Philweb. The dividends received in the first nine months of 2012 were
from Meralco and Philweb.

Dividends received in 2012 amounted to Php784 million, an increase of PhpZ64 million, or 51%, as compared with PhpaZ0 million in 201, The dividends received in
2012 were mostly from Beacon and Philweb while dividends received in 2011 were mostly from Meralco and Philweb.

Financing Activities

[n a consolidated basis, net cash used in financing activities amounted to Phpa2 632 million in the first nine manths of 2013, an increase of Phpl3,527 million, or
3% as compared with Php38.125 million in the same period in 2012, resulting largely from the combined effects of the following: (1) higher net payments of long-
term debt and notes payable by Phpll.724 million; (2) lower proceeds from the issuance of long-term debt and notes payable by Php8.748 million;
(3) higher cash dividends paid by Php780 million; (4) creation of Trust Fund for the redemption of shares of Phpd 03 million in 20Z; (5) net additions to capital
expenditures under long-term financing of PhpZ |65 million; (B) lower settlement of derivative financial instruments of Php431 million; and (7) lower interest payment
by Php3B3 million.

[n a consolidated basis, net cash used in financing activities amounted to Php48.628 million in 2012, an increase of Php8.424 million, or 21% as compared with
Php40,204 million in 2011, resulting largely from the combined effects of the following: (1) increase in repayments of long-term debt and notes payable by Phpda,0i2
million; (2) a trust fund, net of settlement, created for the redemption of preferred shares in the amount of Phpa 912 million; (3) higher net settlement of capital
expenditures under long-term financing by Php4.351 million; (4) higher settlements of derivative financial instruments by Php434 million; (5) higher proceeds from
the issuance of long-term debt and notes payable by Phpd2.544 million; (B) lower cash dividend payments by Php4,664 million; and (7) higher proceeds from
issuance of capital stock by PhpZ25 million.

[n a consolidated basis, net cash used in financing activities amounted to Php40,204 millian in 2011, including the Digitel Group's net cash used in financing activities
for the period from October 26, 2011 to December 31, 2011 of Php793 million, a decrease of Phpla I8 million, or 27%, as compared with Phpad,322 million in 2010,
resulting largely from the combined effects of the following: (1) higher proceeds from the issuance of long-term debt and nates payable by Phpl2.304 million; (2)
higher net availment of capital expenditures under long-term financing by Php2 805 million;
(3) lower settlements of derivative financial instruments by Php4B3 million; (4) lower interest payments by PhpZa5 million; (5) net increase in repayments of long-
term debt and notes payable by Php4ll million; and (B) higher cash dividend payments by Phpal8 million.
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The Board is principally responsible for PLDTS's overall direction and governance. PLDT's Articles of Association provide for thirteen members of the Board, who
shall be elected by the stockholders. At present, three of PLDT's thirteen directors are independent directors. The Board holds office for one year and until their

successors are elected and qualified in accordance with the By-laws.

DIRECTORS AND OFFICERS

The name, age and period of service, of each of the current directors, including independent directors, of PLDT are as follows:

Name Age Period during which individual has served as such
Manuel V. Pangilinan B7 November 24, 1338 to present
Napoleon L Nazareno B3 November 24, 1338 to present
James L Go Th November 3. 2011 to present
Helen Y. Dee B9 June 18, 1986 to present

Ray C. Espinosa a7 November 24, 1338 to present
Ret Chief Justice Artemio V. Panganiban' T8 April 23, 2013 to present
Juan B. Santos 78 January 28, 201! to present
Setsuya Kimura a6 July 3, 201! to present

Hideaki Ozaki 48 December B, 201 to present
Pedro E. Roxas® a7 March 1, 2001 to present
Mfred V. Ty? 46 June 13, 2006 to present
Tany Tan Caktiong 60 July 8, 2008 to present

Ma. Lourdes . Rausa-Chan 60 March 28, 201l to present

" Hected on April 28, 2008,
@ Independent irector.

The name, age. position and period of service of the executive officers and all ather officers of PLDT as at October 31, 2013 are as follows:

Manuel V. Pangilinan

leon L. Nazareno

Ernesto R. Alberto

Isaias P. Fermin

Ray C. Espinosa
Ma. Lourdes C. Rausa-Chan

Anabelle L. Chua

Rene G. Bafie:

Jun R. Florencio

Menardo G. Jimenez, Jr.

Claro Carmelo P. Ramire:

Alejandro 0. Caeg

June Cheryl A. Cabal-Revilla

Florentino D. Mabasa, Jr.

™

B7
B3

a2

4a

a7
60

2

Position(s)

Chairman of the Board
President and CED
President and CED of Smart
Executive Vice President

Enterprise. International and Carrier Business Head

Customer Sales and Marketing Head
Corporate Business Head

Executive Vice President

HOME Business Head

Regulatory Affairs and Policies Head
Senior Vice President

Corporate Secretary

Corporate Affairs and Legal Services Head
Chief Governance Officer

Senior Vice President

Corporate Finance and Treasury Head
Treasurer

Chief Financial Officer of Smart
Senior Vice President

Supply Chain, Asset Protection and Management Head

Chief Governance Officer

Senior Vice President

Internal Audit and Fraud Risk
Management Head

Audit and Assurance Head

Senior Vice President

Human Resources Head and Business Transformation Dffice Head

Business Transformation Office -
Revenue Team Head
Retail Business Head
Corporate Communications and
Public Affairs Head
Senior Vice President
Dffice of the President and CED
Seconded to Medialluest
Consumer Affairs Group Head
International and Carrier Business Head
Retail Business Head
Senior Vice President
International and Carrier Business Head
First Vice President
Financial Reparting and Controllership Head
Financial Reporting and Planning Head
First Vice President

Period during which
individual has served as such

February 19, 2004 to present
February 19, 2004 to present
January 2000 to present
January [, 2012 to present
September 16, 201 to present
February |, 2008 to September 15, 2011
May 15, 2003 to January 31, 2008
June 14,2013 to present
January |, 2012 to present
March 4, 2008 to present
January 5, 1999 to present
November 24, 1998 to present
January 9, 1999 to present
March 4, 2008 to present
February 26, 2002 to present
March 1, 1998 to present
February . 1939 to present
December |, 2003 to present
January 25, 2005 to present
January |, 2008 to present
October 5, 2004 to March 3, 2008
June 14,2003 to present
February 16, 2006 to present

September 1, 2000 to February 15, 2008
December 8, 2004 to present

August 1, 2010 to present

January [, 2008 to July 2010

June 16, 2004 to December 31, 2007
December |, 200 to June 13, 2004

July1,1399 to present
January |, 2008 to present

December 5, 2005 to December 31, 2007
June 16, 2004 to December 4, 2005
February !, 2008 to June 13, 2004
January |, 2012 to present

March 1, 2009 to present

May B, 2008 to present

November 15, 2006 to present

May |, 2002 to November 15, 2006
February 19, 2004 to present



Period during which

Name Age  Pasition(s) individual has served as such
Emiliano R. Tanchica, Jr. a7 First Vice President May 8. 200! to present
Ricardo M. Sison 92 First Vice President February 26, 2002 to present
Miguela F. Villanueva B2 First Vice President January 31, 2003 to present
Cesar M. Enriquez B0 First Vice President February 19, 2004 to present
Alfredo B. Carrera 98 First Vice President February 27, 2006 to present
leo |. Posadas 46 First Vice President March B, 2007 to present
Katrina L. Abelarde® 38 First Vice President March &, 2013 to present
Anna Isabel V. Bengzon® 40 First Vice President March &, 2013 to present
Juan Victor |, Hernandez® 40 First Vice President March &, 2013 to present
Melissa V. Vergel De Dios® a0 First Vice President March 5, 2013 to present
Martin T. Rio®® a3 First Vice President October 22, 2012 up to present
Jesus M. Tariedo B2 Vice President January |, 2001 to present
Ricardo C. Rodrigue: 93 Vice President February 26, 2002 to present
Rebecca Jeanine R. de Guzman a0 Vice President March 1, 2003 to present
Emeraldo L Hernande: 96 Vice President February 19, 2004 to present
Joseph Nelson M. Ladaban 48 Vice President February 19, 2004 to present
Benaro C. Sanchez a1 Vice President January 25,2005 to present
Jose A. Apelo 54 Vice President June 14,2005 to present

Ma. Josefina T. Gorres a0 Vice President June 14,2005 to present
Elisa B. Gesalta 54 Vice President February 27, 2006 to present
Ma. Criselda B. Guhit 3l Vice President February 27, 2006 to present
Dliver Carlos G. Odulio 42 Vice President March B, 2007 to present
Ana Maria A. Sotto 95 Vice President March B, 2007 to present
Julieta S. Tafieca 94 Vice President March B, 2007 to present
Marco Alejandro T. Borlongan 46 Vice President September 14, 2007 to present
Rafael M. Bejar 96 Vice President March 3, 2009 to present
Renato L. Castafieda Bl Vice President March 3, 2009 to present
Alexander 8. Kibanoff 43 Vice President March 3, 2009 to present
Javier C. lagdameo 48 Vice President March 3, 2009 to present
Alona S. Dingle 40 Vice President March 26, 2010 to present

Gil Samson D. Barcia 42 Vice President March 26, 2010 to present
Luis Ignacio A. Lopa 93 Vice President March 26, 2010 to present
Marven S. Jardiel 46 Vice President March 26, 2010 to present
Victor Y. Tria 4 Vice President March 26, 2010 to present
Margarito G. Dujali, Jr. 39 Vice President August 31, 2010 to present
Patrick S. Tang 40 Vice President August 31, 2010 to present
Albert Mitchell L. Locsin 42 Vice President June 1, 2011 to present

Raul S. Alvarez® B3 Vice President March 5, 2013 to present
Joselito S. Limjap® 3l Vice President March 5, 2013 to present

Ma. Carmela F. Lugue® 45 Vice President March 5, 2013 to present
Walter M. Baffud® 38 Vice President May . 2013 to present
Joseph lan B. Bendrang® 36 Vice President May . 2013 to present

John John R. Gonzales® 45 Vice President June I, 2013 to present

" Retired effective January | 2005,
@ Ffective March 5 2015

@ Htective fotober 22,20,

@ Htective May | 2013

G [tective June | 2015

At least three of our directors, namely, Artemio V. Panganiban, Pedro E. Roxas and Alfred V. Ty, are independent directors who are neither officers nor employees of
PLDT or any of its subsidiaries. and who are free from any business or other relationship with PLDT or any of its subsidiaries which could, or could reasonably be
perceived to, materially interfere with the exercise of independent judgment in carrying out their responsibilities as independent directors. The independence
standards/criteria are provided in our By-Laws and GG Manual pursuant to which, in general, a director may not be deemed independent if such director is, or in the
past five years had been, employed in an executive capacity by us or any company controlling, controlled by or under comman control with us or he is, ar within the
past five years had been, retained as a professional adviser by us or any of our related companies, or he is not free from any business or other relationships with
us which could, or could reasonably be perceived, to materially interfere with his exercise of independent judgment in carrying out his responsibilities as a directar.

The following is a brief description of the business experiences of each of our directors, executive officers and advisors for at least the past five years:

Mr. Manuel V. Pangilinan, b7 years old, has been a director of PLDT since November 24, 1338. He was appointed as Chairman of the Board of PLDT after
serving as its President and Chief Executive Officer from November 1998 to February 2004. He is the Chairman of the Governance and Nomination, Executive
Compensation and Technology Strategy Committees of the Board of Directors of PLDT. He also serves as Chairman of Manila Electric Company (“Meralca”), Smart
Communications, Inc. (“Smart"), Metro Pacific Investments Corporation, Landco Pacific Corporation, Philex Mining Corparation, Manila North Tollways Corporation,
Associated Broadcasting Corp. (TVa), Medical Doctors, Inc. (Makati Medical Center), Colinas Verdes, Inc. (Cardinal Santos Medical Center), Asian Hospital, Inc.,
Riverside Medical Center, Davao Doctors, Inc. and Our Lady of Lourdes Hospital.

Mr. Pangilinan founded First Pacific Company Limited in 1981 and served as Managing Director until 1999. He was appointed as Executive Chairman until June 2003,

when he was named as Chief Executive Officer and Managing Director. He also holds the position of President Commissioner of P.T. Indofood Sukses Makmur Thk, the
largest food company in Indonesia.
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[utside the First Pacific Group, Mr. Pangilinan is the Chairman of the Board of Trustees of San Beda College, PLDT-Smart Foundation, Inc. and the Philippine Business
for Social Progress, Philippine Disaster Recovery Foundation, Inc. and the Hongkang Bayanihan Trust, a non-stock, non-profit foundation which provides vocational,
social and cultural activities for Hongkong's foreign domestic helpers, the Vice Chairman of the Foundation for Crime Prevention, a private sectar group organized to
assist the government with crime prevention, and a member of the Board of Trustees of Caritas Manila and Radio Veritas-Global Broadcasting Systems, Inc. He is a
Co-Chairman of the newly organized US-Philippine Business Society, a non-profit society which seeks to broaden the relationship between the United States and the
Philippines in the areas of trade. investment, education, foreign and security policies and culture. In February 2007, he was named the President of the Samahang
Basketbol ng Pilipinas (SBP), a national sport association for basketball, and effective January 2009, he assumed the chairmanship of the Amateur Boxing
Association of the Philippines (ABAP). the governing body of amateur boxers in the country. In 201, he was appointed a member of the ASEAN Business Advisory
Council by the Dffice of the President of the Philippines. He was a former Commissioner of the Pasig Rehabilitation Commission and a former Governor of the
Philippine Stock Exchange.

Mr. Pangilinan has received numerous prestigious awards including the Ten Outstanding Young Men of the Philippines (TOYM) Award far International Finance (1383),
the President Pamana ng Pilipino Award by the Office of the President of the Philippines (1996). Honorary Doctarate in Humanities by the San Beda College (2002),
Best CED in the Philippines by Institutional Investor (2004), CEO of the Year (Philippines) by Biz News Asia (2004), People of the Year by People Asia Magazine (2004),
Distinguished World Class Businessman Award by the Association of Makati Industries, Inc. (2005), Management Man of the Year by the Management Association of
the Philippines (2005). Order of Lakandula (Rank of a Komandante) by the Office of the President of the Philippines (2006), Business lcon Gold Award by Bix News
Asia Magazine (2008) , Sports Patron of the Year by Philippine Sportswriters Association (2010), Global Filipino Executive of the Year (Asia CEO Awards 2010) and
Philippines Best CED for 2012 by Finance Asia.

Mr. Pangilinan graduated cum laude from the Ateneo de Manila University, with a Bachelor of Arts Degree in Economics. He received his Master's Degree in Business
Administration from Wharton School of Finance & Commerce at the University of Pennsylvania.

Mr. Napoleon L. Nazareno, 3 years old, has been a director of PLDT since November 24, 1998 and is a member of the Technology Strategy Committee of
the Board of Directors of PLDT. He has served as President and Chief Executive Officer of PLDT since his appointment on February 19, 2004 and is concurrently the
President and Chief Executive Dfficer of Smart since January 2000. He also serves as Chairman of several subsidiaries of Smart including PLDT Communications
and Energy Ventures, Inc. ("PCEV"), Wolfpac Mobile, Inc.. Smart Broadband, Inc. and [-CONTACTS Corporation. His other directorships include Digital
Telecommunications Phils, Inc. (“Digitel”) Digitel Mobile Phils, Inc. (“Digitel Mabile"), SPi Global Holdings, Inc. (“SPi Global”) SPi Technologies, Inc. (“SPi Technologies”),
SPi CRM, Inc. ("SPi CRM"), Mabuhay Satellite Corporation ("Mabuhay Satellite”), ACeS Philippines Cellular Satellite Corporation (“Aces Philippines”), PLDT Global
Corporation (“PLDT Global”), ePLDT, Inc. ("ePLDT"), Philweb Corporation and Rufino Pacific Tawer Condominium Corporation. He is a non-executive director of First
Pacific Company Limited.

Mr. Nazareno's business experience spans several countries in over 30 years and his exposure cuts across a broad range of industries, namely, packaging, bottling,
petrochemicals, real estate and, in the last 13 years, telecommunications and information technology. In 1981, he started a successful career in the international
firm Akerlund & Rausing, occupying senior management to top level positions and, in 1389, became the President and Chief Executive Officer of Akerlund & Rausing
(Phils.). Inc. In August 1993, he moved to Metro Pacific Corporation where he served as President and Chief Executive Dfficer until December 1339,

Mr. Nazareno is also the Chairman of the Board of Trustees and Governors of Asian Institute of Management, a Governor of the Management Association of the
Philippines and a member of the Council of Advisors of the DLSU-Graduate School of Business and Philippine-Thailand Business Council, among others. He was a
board member of the GSM Association Worldwide from November 2004 to November 2012 and of the Wireless Applications Community (WAC), an international
alliance of telecommunications companies from 2010 to August 2012. He was voted Corporate Executive Officer of the Year (Philippines) for three consecutive years
at the 2004, 2005 and 2006 Best-Managed Companies and Corporate Governance Polls conducted by Asiamoney and was recently awarded the Telecom CE of the
Year at the 15" Telecoms Asia Awards, an influential Asian telecommunications industry magazine in Bangkak.

Mr. Nazareno received his Master's Degree in Business Management from the Asian Institute of Management and completed the INSEAD Executive Pragram of the
European Institute of Business Administration in Fountainbleu, France.

Ms. Helen Y. Dee, B9 years old, has been a director of PLDT since June I8, 1986. She is the Chairperson, Vice Chairperson or a director of several
companies engaged in banking, insurance and real property businesses. She is also the President and/or Chief Executive Officer of Hydee Management and
Resource Corp., Moira Management, Inc., Tameena Resources, Inc., YGC Corporate Services, Inc., Financial Brokers Insurance Agency, Inc., GPL Holdings, Inc. and Mijo
Holdings. Inc., the Vice President of A. T Yuchengco, Inc., and the Treasurer of Business Harmany Realty, Inc. Ms. Dee received her Master's Degree in Business
Administration from De La Salle University.

Atty. Ray C. Espinosa, a7 years old, has been a director of PLDT since November 24, 1398 and is a member of the Technology Strateqy Committee of the
Board of Directars of PLDT. He is the Head of the Regulatory Affairs and Policies Group of PLDT since March 2008. He also serves as the President and Chief
Executive Officer of Medialluest Holdings, Inc., ABC Development Corporation, Mediascape. Inc., Nation Broadcasting Corporation and other subsidiaries of
Medialluest Holdings. Inc., the Vice Chairman of the Board of Trustees of the PLDT Beneficial Trust Fund, the Vice Chairman of Philweb Corporation, a director and
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the General Counsel of Meralco, a director and the Chairman of the Audit Committee of the Board of Directors of Lepanto Consolidated Mining Company and a
director of several companies engaged in public utility, media and infrastructure businesses.

Atty. Espinosa served as President and Chief Executive Officer of ePLDT from August 21, 2000 until April 15, 2010. Prior to joining PLDT, he was a partner and
member of the Executive Committee of the law firm Sycip Salazar Hernandez & Gatmaitan until June 2000. He topped the Philippine Bar examination in 1982 after
graduating Salutatorian of Law Class 1382 from the Atenea de Manila University and received his Master of Laws Degree from the University of Michigan Law Schoal.

Mr. James L. Go, 74 years old, has been a director of PLDT since November 3, 2011, He is a member of the Technology Strategy Committee and Advisor of the
Audit Committee of the Board of Directors of PLDT. He is currently the Chairman and Chief Executive Officer of JG Summit Holdings. Inc.. Robinsons, Inc.. Oriental
Petroleum and Minerals Corporation, Robinsans Supermarket, Inc. and Robinsons Handyman, Inc. He is the Chairman of Universal Robina Corporation, Robinsans
Land Corporation, JG Summit Petrochemical Corporation and JG Summit Olefins Corporation and a director of Cebu Air. Inc., CFC Corporation, Robinsons Holdings,
Inc., Singapore Land, Ltd., Marina Center Holdings. Inc., United Industrial Corporation and Hotel Marina City Private Limited. He is also the President and Trustee of
the Gokongwei Brothers Foundation. He was the Chairman, President and Chief Executive Officer of Digitel Mobile and the Vice Chairman, President and Chief
Executive Dfficer of Digitel, until October 26, 2011 Mr. Go received his Bachelor of Science Degree and Master of Science Degree in Chemical Engineering from
Massachusetts Institute of Technology, LUSA.

Mr. Setsuya Kimura, a6 years old, has been a director of PLOT since July 5, 200l He is a member of the Governance and Nomination, Executive
Compensation and Technology Strategy Committees, and Advisor of the Audit Committee of the Board of Directors of PLDT. He is the Director of Network
Department of NTT DoCoMa, Inc. He also served as Regional CEQ, Asia Pacific of NTT Communications and President & CED of NTT Singapore Pte Ltd from 2007 to
2009, and as President & CED of NTT Communications (Thailand) Co. Ltd from 2003 to Z007. Prior to that, he occupied various management positions in Nippon
Telephone and Telegraph Company. Mr. Kimura obtained his Bachelor's Degree in Civil Engineering from Hokkaido University.

Mr. Hideaki Ozaki, 48 years old, has been a director of PLDT since December B, 201l He is the Vice President of Planning, Global Business of NTT
Communications Corporation (“NTT Com"), a company which provides telecommunication service and ICT services such as Global Network, Data Centre, Cloud
Services inside and outside of Japan. Prior to that, he served as Vice President of Global Strategy, Global Business Division of NTT Com since 2006 and as Director
of Legal and Internal Audit Department of NTT Com from 2003 to 200B. He also served as Vice President of Sales and Corporate Planning of NTT Communications
(Thailand) Co., Ltd. from 1999 to 2003 and as Manager of Overseas Business Planning, Global Service Division of Nippon Telegraph and Telephone Corparation from
1995 to 1999. Mr. Ozaki obtained his Bachelor's Degree in Law from University of Tokyo and Master's Degree in Law from University of Pennsylvania.

Hon. Artemio V. Panganiban, 76 years old, was elected as independent director on April 23, 2013. He was appointed as an independent member of the
Audit, Governance and Nomination and Executive Compensation Committees of the Board of Directors of PLDT on May 7, 2013. He served as an independent member
of the Advisory Board and an independent non-voting member of the Governance and Nomination Committee of the PLDT Board of Directors from June 3, 2009 to
May B, 2013. Currently, he is also an independent director of Meralco, Petron Corporation, Bank of the Philippine Islands, First Philippine Holdings Corporation, Metro
Pacific Investments Corporation, Metro Pacific Tollways Corporation, Tollways Management Corporation, Robinsons Land Corporation, GMA Network, GMA Holdings,
and Asian Terminals, Inc.; and a regular director of Jollibee Foods Corporation. He is also Chairman of the Board of Trustees of the Foundation for Liberty and
Prosperity and Chairman-Emeritus of the Philippine Dispute Resolution Center, Inc.; President of the Manila Cathedral-Basilica Foundation; Chairman of the Board of
Advisers of Metrobank Foundation; senior adviser of the Metropalitan Bank and Trust Company; and a column writer of the Philippine Daily Inquirer.

Hon. Panganiban served the Supreme Court of the Philippines for more than |l years, first as Justice (October 10, 1995 to December 20, 2003) and later, as Chief
Justice (December 21, 2005 to December B, 2006) during which he sat concurrently as Chairperson of the Presidential Electoral Tribunal, Judicial and Bar Council
and Philippine Judicial Academy.

He was the recipient of numerous awards in recognition of his role as jurist, practising lawyer, professor, civic leader, Catholic lay worker and business
entrepreneur, including as “The Renaissance Jurist of the 21 Century” given by the Supreme Court on the oceasion of his retirement from the Court.

Han. Panganiban obtained his Bachelor of Laws Degree (Cum Laude) from the Far Eastern University in 1950, passed the bar examinations in the same year as B"
placer, and conferred a Doctor of Laws (Honoris Causa) Degree by the University of lloilo, Far Eastern University, University of Cebu, Angeles University and Bulacan
State University. He was co-founder and past president of the National Union of Students of the Philippines.

Mr. Pedro E. Roxas, a7 years old, has been a director of PLDT since March |, 2001 and qualified as an independent director since 2002. He is the Chairman
of the Audit Committee and serves as a member of the Governance and Nomination and Executive Compensation Committees of the Board of Directars of PLOT. Heis
the Chairman of Roxas Holdings, Inc. and Roxas and Company, Inc., holding and investment companies, as well as of several companies engaged in agri-business,
sugar manufacturing and real estate development, namely, Central Azucarera Don Pedro, Inc., Central Azucarera de la Carlota, Inc., Hawaiian Philippine Sugar
Company, Roxol Bioenergy Corporation, Roxaco Land Corporation, and Fuego Land Corporation. He is also an independent director of Meralco and BDO Private Bank,
a director of Brightnote Assets Corporation and Philippine Business for Social Progress and Fundacion Santiago (where he is also the President). Mr. Roxas received
his Bachelor of Science Degree in Business Administration from the University of Notre Dame, Indiana, L.S.A.
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Mr. Juan B. Santos. 73 years old, has been a director of PLDT since January 25, 2011, He is the Chairman of Social Security Commission/Social Security
System, a member of the Board of Directors of Alaska Milk Corporation, First Philippine Holdings Corporation, Sun Life Grepa Financials, Inc. Philex Mining
Corporation and Zuellig Group, Inc., a member of the Board of Advisors of East-West Seeds Co., Inc., the Chairman of Ramon Magsaysay Award Foundation, a trustee
of St. Luke's Medical Center, and a consultant of the Marsman-Drysdale Group of Companies.

Mr. Santos retired as Chief Executive Officer of Nestle Philippines, Inc. (“NPI”) in 2003 and continued to serve as Chairman of NPI until 2008, Prior to his
appointment as President and CED of NPI, he was CEO of the Nestle Group of Companies in Thailand and Singapore. He served as Secretary of Trade and Industry
from February to July 2005 and was designated as a member of the Governance Advisory Council, and Private Sector Representative for the Public-Private Sector
Task Force for the Development of Globally Competitive Philippine Service Industries.

Mr. Santos was bestowed the prestigious Management Man of the Year Award for 1934 by the Management Association of the Philippines and was the Agora Awardee
for Marketing Management given by the Philippine Marketing Association in 1992,

Mr. Santos obtained his Bachelor of Science Degree in Business Administration from Ateneo de Manila University, pursued post graduate studies at the Thunderbird
Graduate School of Management in Arizana, USA and completed the Advanced Management Course at IMD in Lausanne, Switzerland.

Mr. Tony Tan Caktiong, B0 years old, has been a director of PLDT since July 8, 2008. He is the Chairman and Chief Executive Officer of Jollibee Foods
Corporation, a leader in the fastfood business, which owns and operates a chain of restaurants nationwide and abroad. He is an independent director of First Gen
Corporation, a member of the Board of Trustees of St. Luke's Medical Center, a director of Temasek Foundation and the Chairman of Jollibee Foundation. Mr. Tan
[aktiong obtained his Bachelor of Science Degree in Chemical Engineering from University of Santo Tomas and honed his business skills by attending various
courses and seminars in several educational institutions such as the Asian Institute of Management, Stanford University (Singapore) and Harvard University.

Mr. Alfred V. Ty, 4B years old, has been an independent director of PLDT since June I3, 2006. He serves as a member of the Audit, Governance and
Nomination and Executive Compensation Committees of the Board of Directars of PLOT. He is the Vice Chairman of Toyota Mator Philippines Corporation and GT
Capital Holdings, Inc.. the President of Federal Land, Inc., the Chairman of Asia Pacific Top Management International Resources Corp. (Marco Polo Plaza Cebu), a
director of Global Business Power Corp., the Corporate Secretary of Metropolitan Bank and Trust Company, the Chairman of Lexus Manila, Inc., a trustee of
Metrobank Foundation, Inc. and an independent directar of Digitel. Mr. Ty received his Rachelor of Science Degree in Business Administration from the University of
Southern California.

Ms. Ma. Lourdes C. Rausa-Chan, B0 years old, has been a director of PLDT since March 28, 2011, She has been serving as Corporate Secretary,
Corporate Affairs and Legal Services Head and Chief Governance Officer of PLOT since November 1998, January 1399 and March 2008, respectively. She is a
director of PCEV and ePLDT and also serves as Corporate Secretary of PCEV and ePLDT and several subsidiaries of PLDT. Prior to joining PLDT, she was the Group
Vice President for legal Affairs of Metro Pacific Corporation and  the Corporate  Secretary of some of its  subsidiaries.
Ms. Rausa-Chan obtained her Bachelor of Arts Degree in Political Science and Bachelor of Laws Degree from the University of the Philippines.

Mr. Ernesto R. Alberto, 52 years old, was appointed as Enterprise and International and Carrier Business Head in September 2011, Prior to that, he was the
Customer Sales and Marketing Group Head since February 2008. He leads all revenue generation relationship initiatives of the Enterprise and International and
Carrier Business, including product/market development, product management, marketing, sales and distribution, and customer relationship management. He is the
Chairman, President and/or Chief Executive Dfficer or director of PLDT Subic Telecom, Inc. ("PLDT SubicTel”), PLDT Clark Telecom, Inc. ("PLOT ClarkTel"), PLDT-
Philcom, Inc. (“PLDT Philcom"), PLDT-Maratel, Inc. (“PLOT Maratel”). Telesat, Inc., SBI-Cruztelco. Bonifacio Communications Corporation (*Buonifacio
Communications”), Mabuhay Satellite, Smart Multi-Media, ePLDT, and is also a director of NTT Communications Phils., Acasia, Asean Telecom Holdings and PLDT
Malaysia Sdn Bhd. He has over 20 years of work experience in the areas of corporate banking, relationship management and business development and, prior to
joining PLDT in 2003, was a Vice President and Head of the National Corporate Group of Citibank N.A., Manila from 1996 to May 2003. He previously served as Vice
President and Head of the Relationship Management Group of Citytrust Banking Corporation. Mr. Alberto obtained his Master's Degree in Economic Research from
the University of Asia and the Pacific.

Mr. Isaias P. Fermin, 4a years old, Home Business Head, is responsible for delivering revenue and profit growth for the Home Business through a much
defined brand positioning that consistently engages the consumer in all touch paints, a balanced product portfolio that propels both subscriber and ARPU growth and
introduction of a new line of products and services that significantly improves the consumer use experience. Concurrently, he is also the Chief Operating Officer of
Digitel and a director of Philcom-Maratel.

Mr. Fermin has over 20 years of experience covering general management, consumer marketing, wholesale and retail sales, and retail store management gained
from leading fast moving consumer group companies locally and globally. Prior to joining the PLOT Group, Mr. Fermin was the President of Greenwich Food
Corporation and Chowking Food Corporation of the Jollibee Foods Corporation from 2008 to 2011, He also served as Country Director of Nike Philippines from 2006 -
2008 and handled various posts in Unilever-Bestfoods from 1998 to 2003 as senior executive for sales, marketing, media and innovation process management. Mr.
Fermin obtained his Bachelor of Science in Chemical Engineering Degree from the University of the Philippines. This educational background was used extensively in
his years in Procter Gamble, from 1986 to 1988,
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Ms. Anabelle L. Chua, 52 years old, Treasurer and Corporate Finance and Treasury Head. concurrently holds the position of Chief Financial Dfficer of Smart
since 2006. She halds directorships in Philippine Telecommunications Investment Gorporation, Smart and several subsidiaries of PLDT and Smart including ePLDT,
Digitel and Digitel Mobile, Aces Philippines, PCEV, Walfpac Mobile, Inc., Smart Broadband, Inc.. Smart Hub, Inc. and Chikka Holdings Limited. She is a member of the
Board of Directors of Philippine Stock Exchange and Securities Clearing Corporation of the Philippines and the Board of Trustees of the PLDT-Smart Foundation and
PLDT Beneficial Trust Fund. and is a director of Mediaquest Holdings and several subsidiaries of Mediaquest. She has over 20 years of experience in the areas of
corporate finance, treasury, financial control and credit risk management and was a Vice President at Citibank, N.A. where she worked for [0 years prior to joining
PLDTin 1998. She graduated magna cum laude from the University of the Philippines with a Bachelor of Science Degree in Business Administration and Accountancy.

Mr. Rene G. Bafiez, a8 years old, Supply Chain, Asset Protection and Management Group Head, was the Chief Governance Officer of PLOT from October 2004
to March 3, 2008 and the Support Services and Tax Management Group Head of PLDT from January 1999 to January 2001. He is the President of Pacific Global One
Aviation Company and a director of PLDT ClarkTel, PLDT SubicTel, PLOT Maratel, and PLDT Philcom. He served as Commissioner of the Philippine Bureau of Internal
Revenue from February 2001 to August 2002. Prior to joining PLDT, he was the Group Vice President for Tax Affairs of Metro Pacific Corporation for 3 years until
December [398. He holds directorships in some subsidiaries of PLDT. He obtained his Bachelor of Laws Degree from the Ateneo de Manila University.

Mr. Alejandro O. Caeg. a3 years old, is the President and CEQ of PLDT Global Corporation and concurrently the Head of PLDT, Smart, Digitel and Sun
International & Carrier Business. He is Smart's representative to the Conexus Mobile Alliance (one of Asia's largest cellular roaming alliances), where he was also
designated as its Deputy Chairman until 201 and is currently Conexus Chairman till 2014. Prior to joining PLOT in 2008, he worked in PT Smart Telecom (Indonesia) as
its Chief Commercial Strategy Officer from July 2008 to December 2008 and as Chief Commercial Officer from January 2006 to June 2008. He also held various
sales, marketing and customer service-related positions in Smart including that of Group Head of Sales and Distribution (2003-2003), Group Head of Customer Care
and National Wireless Centers (1998-2001) and Marketing Head of International Gateway Facilities and Local Exchange Carrier (1997-1998). He also served as
President and Chief Executive Officer of Telecommunications Distributors Specialist, Inc. in 2002 and as Chief Operations Adviser of |-Contacts Corporation (Smart's
Call Center subsidiary) from 2001 to 2002. Mr. Caeg graduated with a Bachelor's Degree in AB Applied Economics and obtained MBA credits from De La Salle
University Manila.

Mr. Jun R. Florencio, a7 years old, Internal Audit and Fraud Risk Management Head, handles the overall coordination of the internal audit function of the PLDT
group of companies and in-charge of the fraud risk management function of the PLDT fixed business. He has over 23 years of work experience in the areas of
external and internal audit, revenue assurance, credit management, information technology, financial management, and controllership. He was the Financial
Controller of Smart for four years before he joined PLDT in April 1999 as Head of Financial Management Sectar. He held various positions in the finance organization
of another telecommunications company prior to joining Smart. Mr. Florencio obtained his Bachelor of Science Degree in Commerce, Major in Accounting from the
University of Santo Tomas and attended the Management Development Program of the Asian Institute of Management.

Mr. Menardo G. Jimenez, Jr., all years old, Customer Service Assurance Head, Human Resources Group Head, and concurrently Business Transformation
[ffice Head, was Revenue Team Head of the Business Transformation Office from January 2008 to July 2010, the Retail Business Head of PLDT from June 2004 ta
December 31, 2007 and, prior to that, the Corporate Communications and Public Affairs Head. He had a stint at GMA Network, Inc., where he served as head of a
creative services and network promations. He won the first CED Excel Awards (Communications Excellence in Organizations) given by the International Association of
Business Communicators mainly for effectively using communications strategies in managing the PLDT retail business team to meet its targets and achieve new
heights in the landline business. In 2008, his further achievements in handling the retail business of PLDT and his stint in Smart as officer-in-charge for marketing
were recognized by the Agora Awards which chose him as its Marketing Man of the Year. Mr. Jimenez obtained his AB Economics Degree from the University of the
Philippines.

Mr. Claro Carmelo P. Ramirez, a3 years old, was recently appointed as President of Pilipinas Global Network Limited, the international distribution arm
of TVa. He has over 20 years of work experience in the field of marketing. Prior to joining PLOT, he held various managerial positions in Colgate Palmalive Philippines,
Inc., and served as Associate Director for Global Business Development of Colgate Palmolive Company in New York and as Marketing Director of Colgate Palmaolive
Argentina, S.A.LC. and Colgate-Palmalive Phils, Inc. While in PLDT, he was the Head of Consumer Marketing, Retail Business Group (RRG), International and Carrier
Business Group (ICBG), and Customer Care. He also held director positions in various PLOT subsidiaries and affiliates and served as President and CEQ of PLOT
ClarkTel, PLDT SubicTel, and PLDT Maratel. He graduated with honors from the Atenen de Manila University with a Bachelor of Arts Degree Major in Economics.

Ms. June Cheryl A. Cabal-Revilla, 40 years old, Controller and Financial Reporting and Controllership Head, is also a director and the chief financial
officer/treasurer of certain subsidiaries of PLDT and the PLDT-Smart Foundation, Inc. She is also the Chief Financial Officer of Mediascape, Inc. and Pacific Global
(ne Aviation Company, Trustee and Chief Finance Officer of the Philippine Disaster Recovery Foundation, Cantroller of First Pacific Leadership Academy, Inc. and the
President of Tahanan Mutual Building and Loan Association. Prior to joining PLDT in June 2000 as an executive trainee in the Finance Group. she was a senior
associate in the business audit and advisory group of Sycip Gorres Velayo & Co. She was the 2008 Young Achievers Awardee for Commerce and Industry conferred
by the Philippine Institute of Certified Public Accountants. In March 2010, she was appointed as a member of the Financial Reporting Standards Council of the
Philippines. Ms. Cabal-Revilla obtained her Bachelor of Science Degree in Accountancy from De La Salle University and Master in Business Management Degree fram
the Asian Institute of Management.

The following is a brief description of the business experience of the other member of senior management of PLDT as at October 31, 2013:
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Mr. Rolando G. Pefa, a2 years old, was designated, in January 201l, as the Technology Head for PLDT and Smart and is responsible for developing and
overseeing the Technology Roadmap for the PLDT Group. He heads the evaluation, analysis, execution of the accelerated network build-out program encompassing
fixed, wireless, broadband and [T networks of PLDT and Smart. He is a director of Smart and some subsidiaries of Smart and PLDT. Mr. Pefia has aver 28 years of
experience in telecommunication operations. From 2008 to January 201, he was the Customer Service Assurance Group Head of PLDT and Smart. From 1939 to
2007, he was the Head of Network Services Division of Smart and prior to joining Smart in 1994, he was the First Vice President in charge of Technical Operations of
Digital Telecommunications Philippines, Inc. Mr. Pefia obtained his Electronics and Communications Engineering Degree from Pamantasan ng Lungsod ng Maynila and
is a Fellow at the Telecommunications Management Institute of Canada.

Mr. Charles A. Lim, al years old, is the Chief Operations Officer of DMPI since 2011, He also leads Smart's Individual business segment. Prior ta this, he was
the Business Unit Head of the Digitel Group from 2001 to 2011 Prior to joining the Digitel Group, he was the Strategic Business Unit Head for Mobile Communications
of Globe Telecom, Inc. He was also the Director for Brand Marketing-Greater China of Coca-Cola China, Limited, Hongkong and the Business Unit Head-Van den Bergh
Foods of Unilever Philippines, Inc. Mr. Lim obtained his Bachelor of Science in Business Management from the Ateneo de Manila University.

The following is a list of directorships in other private and public companies of the directors/independent directars named below:

Name of Director

Helen Y. Dee

Ray C. Espinosa

Public

Private

EEl Corporation (Regular Director)
National Reinsurance Corporation of the Philippines

(Regular Director/Chairman)
Petro Energy Resources Corporation (Regular Director/Chairman)
Rizal Commercial Banking Corporation (Regular Director/Chairman)
Seafront Resources Corporation (Regular Director/Chairman)

Digital Telecommunications Phils., Inc.(Regular Director)
Lepanto Consolidated Mining Company (Independent Director)
Manila Electric Company (Regular Director)

Metro Pacific Investments Corporation (Regular Director)
Philweb Carporation (Regular Director/Vice Chairman)

AY Holdings, Inc. (Regular Directar)
GPL Holdings. Inc. (Regular Director)
Great Life Financial Assurance Corp. (Regular Director)
Financial Brokers Insurance Agency, Inc. (Regular Director/Chairman)
Hi-Eisai Pharmaceuticals, Inc. (Regular Director/Chairman)
Honda Cars, Kaloocan (Regular Director)
Honda Cars Philippines, Inc. (Regular Director)
House of Investments, Inc. (Regular Director/Chairman)]
Hydee Management & Resource Corp. (Regular Director/Chairman)
Isuzu Philippines, Inc. (Regular Director)
La Funeraria Paz Sucat (Regular Director/Chairman)
Landev Corp. (Regular Director/Chairman)
Maibarara Geothermal, Inc. (Regular Director/ Chairman)
Malayan Insurance Company (Regular Director/Chairman)
Manila Memorial Park Cemetery, Inc. (Regular Director/Chairman)
Mapua Information Technology Center, Inc.
(Regular Director/Chairman)

MICO Equities, Inc. (Regular Director)
Mijo Holdings, Inc. (Regular Director/Chairman)
Muira Management, Inc. (Regular Director)
Pan Malayan Express (Regular Director)
Pan Malayan Management and Investment

Corporation (Regular Director/Vice Chairman)
Pan Malayan Realty Corp. (Regular Director/Chairman)
Petro Green Energy Corporation(Regular Director/Chairman)
Philippine Integrated Advertising Agency, Inc. (Regular Director)
RCBC Forex Brokers Corp (Regular Director)
RCBC Leasing & Finance Corp (Regular Director/Chairman)
RCBC Savings Bank (Regular Directar/Chairman)
South Western Cement Corporation (Regular Director)
Sunlife Grepa Financial, Inc. (Regular Director)
Tameena Resources, Inc. (Regular Director/Chairman)
West Spring Development Corp. (Regular Director/Vice Chairman)
Xamdu Motors, Inc. (Regular Director/Chairman)
YBC Corporate Services, Inc. (Regular Director)
Beacon Electric Asset Holdings, Inc. (Regular Director)
Bonifacio Communications Corp. (Regular Director)
Business World Publishing Corporation (Regular Director)
Cinegear. Inc. (Regular Director/Chairman)
Digitel Crossing, Inc. (Regular Director)
Digitel Mabile Phils, Inc. (Regular Director)
Hastings Holdings, Inc. (Regular Director/Chairman)
Med Vision Resources, Inc. (Regular Director/ Chairman)
Mediad Marketing Corporation (Regular Director)
Meralco PowerGen Corporation (Regular Director)
Metro Pacific Assets Holdings, Inc. (Regular Director)
Metro Pacific Holdings. Inc. (Regular Director)
Metro Pacific Resources, Inc. (Regular Director)
NTT Communications Philippines Corporation (Regular Director)
Philippine Telecommunications Investment

Corp. (Regular Director)
Philstar Daily. Inc. (Regular Director)
Philstar Global Corporation (Regular Director)
Pilipinas Global Network Limited (Regular Director)
Pilipina Star Ngayan, Inc. (Regular Director)
SatVentures, Inc. (Regular Director)
Studiod, Inc. (Regular Director/Chairman)
Telemedia Business Ventures, Inc. (Regular Director/Chairman)
The Philippine Home Cable Holdings, Inc (Regular Director)
Unilink Communications Corp (Regular Director/Chairman)
Unitel Productions, Inc. (Regular Director)
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Lipbeam Investments, Inc. (Regular Director/Chairman)
Winner Asset Holdings, Ltd. (Regular Director)

TERMS OF OFFICE

The directors of PLDT are elected each year to serve until the next annual meeting of stackholders and until their successors are elected and qualified. The term of
office of all officers is coterminous with that of the board of directars that elected or appointed them.

FAMILY RELATIONSHIPS

None of the directors/independent directors and officers of the Company or persons nominated to such positions has any family relationships up to the fourth civil
degree either by consanguinity or affinity, except Mr. James L Go and Ms. Anabelle L. Chua who are relatives to the fourth civil degree by consanguinity.

LEGAL PROCEEDINGS

The Company is not aware, and none of the directors/independent directors and officers or persons nominated for election to such positions has informed the
Company, of any of the following events that occurred during the past five years:

(a) any bankruptcy petition filed by or against any business of which a director/independent director or officer or person nominated for election
as a director/independent director or officer was a general partner or executive officer either at the time of the bankruptcy or within two
years prior to that time;

(b) any conviction by final judgment in a criminal proceeding, domestic or foreign, or any criminal proceeding, domestic or fareign, pending
against any director/independent director or officer or person nominated for election as a director/independent director or officer, except
as noted below;

(c) any order, judgment, or decree, not subsequently reversed, suspended or vacated, of any court of competent jurisdiction, domestic or foreign,
permanently or temporarily enjoining. barring, suspending or otherwise limiting the involvement of any director/independent director or
officer or person nominated for election as a director/independent director or officer in any type of business, securities, commaodities or
banking activities; and

(d) any finding by a domestic or foreign court of competent jurisdiction (in a civil action), the SEC or comparable foreign body, or a domestic or
foreign exchange or electronic marketplace or self requlatory organization, that any director/independent director or officer or person
nominated for election as a director/independent director or officer, has violated a securities or commodities law or regulation, and the
judgment has not been reversed, suspended, or vacated.

The following is a description of the complaints in which our director and President and Chief Executive Officer, Mr. Napolean L. Nazareno and our director and
Corporate Secretary, Ms. Ma. Lourdes C. Rausa-Chan are respondents:

l. Mr. Napoleon L. Nazareno and Ms. Ma. Lourdes C. Rausa-Chan, in their respective capacities as director and corporate secretary of Steniel Cavite
Packaging Corporation, are impleaded as private respondents in a Supplemental Complaint docketed as OMB C-C-05-0473-1, filed by the Field Investigation
of the Office of the Ombudsman ("OMB") before the OMB.

The Supplemental Complaint dated April 16, 2012 is for the alleged commission of: (a) violation of Section 3(e) of R. A. No. 3019 (otherwise known as the
Anti-Graft and Corrupt Practices Act); and (b) estafa through falsification of public documents in relation to Article 171 and Article 72 of the Revised Penal
[ode. The case relates to the alleged illegal and fraudulent acquisition by Mannequin International Corporation of several tax credit certificates (TCCs)
from the One Stop Shop Inter Agency Tax Credit and Duty Drawback Center purportedly through the use of fake and spurious documents and the
subsequent transfer of said TGC's to several transferee corporations, including Steniel Cavite Packaging Corporation.

Mr. Nazareno and Ms. Rausa-Chan had no participation or involvement in the alleged anomalous acquisition and transfer of the subject TCCs and had
accordingly filed their Counter-Affidavits on March 1, 2013 and March . 2013, respectively. seeking the dismissal of the Supplemental Complaint. The case
is now pending resolution with the OMB.

2. Ms. Rausa-Chan and other former directors/officers and corporate secretaries/assistant corporate secretaries of Steniel Cavite Packaging Corporation,
Metro Paper and Packaging Products, Inc., AR Packaging Corporation and Starpack Philippines Corporation are respondents in a Complaint docketed as
(IMB-C-C-04-0363-H (CPL No. 04-128), filed with OMB. The Complaint is for alleged: (a) violation of R. A. No. 3019 (otherwise known as the Anti-Graft and
Corrupt Policies Act); (b) estafa through falsification of public documents; (c) falsification of public documents under Article 171, in relation to Article 172, of
the Revised Penal Code (RPC); (d) infidelity in the custody of public documents under Article 226 of the RPC; and (e) grave misconduct. |t relates to various
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TCCs (allegedly fraudulent, with spurious and fake supporting documents) issued ta Victary Textile Mills, Inc. (allegedly a non-existent corporation with
fictitious incorporators and directors) and transferred to several companies including the aforesaid companies. The Complaint against Ms. Rausa-Chan
involves the first two offenses anly, in her capacity as Corporate Secretary of Metro Paper and Packaging Products, Inc.

Although Ms. Rausa-Chan had no participation or involvement in the alleged anomalous acquisition and transfer of the subject TCCs, the OMB. through a
Resolution dated March B, 2012, found probable cause to charge Ms. Rausa-Chan, together with the other respandents, with several counts of Estafa Thru
Falsification of Public and Official Documents and Violation of Section 3(e) of R. A. No. 3013. Ms. Rausa-Chan, thereafter, timely filed a Motion for
Reconsideration dated June 30, 2012 seeking the reconsideration of the Resolution of the OMB. The said Motion for Reconsideration is still pending
resolution with the OMB.

Audit, Governance and Nomination, Executive Compensation and Technology Strategy Committees

Dur board of directors is authorized under the by-laws to create committees, as it may deem necessary. We currently have four board committees, namely, the
audit, governance and nomination, executive compensation and technology strategy committees, the purpose of which is to assist our board of directors. Each of
these committees has a board-approved written charter that provides for such committee's composition, membership qualifications, functions and responsibilities.
conduct of meetings, and reporting procedure to the board of directors.

Audit Committee

Dur audit committee is composed of three members, all of whom are independent directors. As at the date of this report, the audit committee members are Former
Supreme Court Chief Justice Artemio V. Panganiban, Mr. Pedro E. Roxas and Mr. Alfred V. Ty. Mr. Setsuya Kimura and Mr. James L. Go, non-independent members of
our board of directors, Mr. Roberto R. Romulo, a member of our advisory board/committee, and Ms. Corazan de la Paz-Bernardo, a former member of our board of
directars, serve as advisors to the audit committee. All of the members of our audit committee are financially literate and Ms. Corazon S. de la Paz-Bernardo is an
accounting and financial management expert. She was a former Chairman and Senior Partner of PriceWaterhouse Coopers (PwE).

As provided for in our audit committee charter, any member of the audit committee may cause the audit committee advisor to be excluded from the committee's
meetings, as such member deems appropriate in order for the committee to carry out its responsibilities, until the committee has completed discussion of the topic
for which the member requested the audit committee advisor to be excluded or until such member has withdrawn his request.

As provided for in the audit committee charter, the purpose of the audit committee is to assist our board of directors in fulfilling its aversight responsibility for: (i)
PLDT's accounting and financial reporting principles and policies, and system of internal contrals, including the integrity of PLOT's financial statements and the
independent audit thereof; (ii) PLOT's compliance with legal and regulatory requirements; (iii) PLOT's assessment and management of enterprise risks including
credit, market, liquidity, operational and legal risks; and (iv) the performance of the internal audit organization and the external auditors.

To carry its direct responsibility for the appointment, setting of compensation, retention and removal of the external auditors, the audit committee has the following
duties and powers:

e review and evaluate the qualifications, performance and independence of the external auditors and its lead partner;
e select and appaint the external auditors and to remaove or replace the external auditors;

e review and approve in consultation with the head of the internal audit organization and the head of the finance organization all audit and non-audit
services to be performed by the external auditors and the fees to be paid to the external auditars for such services, and to ensure disclosure of
any allowed non-audit services in PLDT's annual repart;

e perindically review fees for non-audit services paid to the external auditors and disallow non-audit services that will conflict with the external
auditor's duties to PLDT or pose a threat to the external auditor's independence;

e ensure that the external auditors prepare and deliver annually its Statement as to Independence, discuss with the external auditors any
relationships or services disclosed in such Statement that may impact the objectivity, independence or quality of services of said external
auditors and take appropriate action in respanse to such statement ta satisfy itself of the external auditor's independence;

e review the external auditor's internal quality-control procedures based on the external auditors' Statement submitted at least annually, any
material issues raised by recent internal quality-control review or peer review of the external auditor, or by any inquiry or investigation by
governmental or professional authorities within the preceding o years, regarding one or more independent audits carried out by the external
auditor and steps taken to deal with any such issues;
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e ensure that the external auditors or the lead partner of the external auditors having the primary responsibility for the audit of PLDT's accounts is
rotated at least once every five years or such sharter or longer period provided under applicable laws and regulations;

e advise the external auditors that they are expected to provide the committee a timely analysis of significant/critical financial reporting issues
and practices;

e nbtain assurance from the external auditars that the audit was conducted in a manner consistent with the requirement under applicable rules;
and

resolve disagreements between management and the external auditars regarding financial reporting.

The audit committee has the authority to retain or obtain advice from special counsel or other experts or consultants in the discharge of their responsibilities
without the need for board approval.

Audit Lommittee Report
Further to our compliance with applicable corporate governance laws and rules, our audit committee confirmed in its report for 2012 that:
e Fach voting member of the audit committee is an independent director as determined by the Board of Directors;
e The audit committee had nine regular meetings during the year;
e The audit committee has reviewed and resolved to retain the existing audit committee charter:;

e The audit committee likewise discussed with PLDT's internal audit group and external auditors, SyCip Gorres Velayo & Co.. or SGV, the overall
scope and plans for their respective audits, and the results of their examinations, their evaluations of PLDT Group's internal controls and the
overall quality of the PLOT Group's financial reporting;

e The audit committee has reviewed and appraved all audit and non-audit services provided by SGV to the PLDT Group, and the related fees for such
services, and concluded that the non-audit fees are not significant to impair their independence;

e The audit committee has discussed with SGV the matters required to be discussed by the prevailing applicable Auditing Standard. and has
received written disclosures and the letter from SGBY as required by the prevailing applicable Independence Standards (Statement as to
Independence) and has discussed with SGV its independence from the PLDT Group and the PLOT Group's management;

e The audit committee has discussed with the President and CED the PLDT Group top risks and the corresponding mitigation measures to address
these key enterprise risks, and has received from PLDT Group's Enterprise Risk Management Officer periodic status reports on PLDT Group's
enterprise risk management activities.

e In the performance of their oversight responsibilities, the audit committee has reviewed and discussed the audited financial statements of the
PLDT Group as at and for the year ended December 31, 2012 with the PLDT Group's management, which has the primary responsibility for the
financial statements, and with SGV, the PLDT Group's independent auditor, who is responsible for expressing an opinion on the conformity of the
PLDT Group's audited financial statements with PFRS;

e Based on the reviews and discussions referred to above, in reliance on the PLDT Group's management and SGV and subject to the limitations of
the Audit Committee's role, the Audit Committee recommended to the board of directors and the board has approved, the inclusion of the PLDT
Group's financial statements as at and for the year ended December 31, 2012 in the PLDT Group's Annual Report to the Stockholders and to the
Philippine SEC on Farm 17-A and LS. SEC on Form 20-F; and

e  Rased on a review of SGV's performance and qualifications, including consideration of management's recommendation, the audit committee
approved the appointment of SBV as the PLOT Group's independent auditar.

Lovernance and Nomination Lommittee
(ur GNC is composed of five voting members, all of whom are reqular members of our Board of Directors and twa non-voting members. Three of the vating
members are independent directors namely, Former Chief Justice Artemio V. Panganiban, Mr. Pedro E. Roxas and Mr. Alfred V. Ty. Two are non-independent

directars namely, Mr. Setsuya Kimura and Mr. Manuel V. Pangilinan who is the chairman of this committee. Mr. Menardo G. Jimenez, Jr. and Atty. Ma. Lourdes C.
Rausa-Chan are the non-voting members.
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The principal functions and responsibilities of our GNC are:

l. [versee the development and implementation of corporate governance principles and policies;

2. Review and evaluate the qualifications of the persons nominated to the board as well as those nominated to other positions requiring
appointment by the board;

3. |dentify persons believed to be qualified to become members of the board and/or the board committees;

4, Assist the board in making an assessment of the board's effectiveness in the process of replacing or appointing new members of the board

and/or board committees; and
a. Assist the board in developing and implementing the board's performance evaluation process.
Executive Lompensation Lommittee
Qur ECC is composed of five voting members, all of whom are regular members of our board of directors, and one non-voting member. Three of the voting members
are independent directors, namely Former Chief Justice Panganiban, Mr. Pedro E. Roxas and Mr. Alfred V. Ty, and two are non-independent directors, namely, Mr.
Setsuya Kimura and Mr. Manuel V. Pangilinan, who is chairman of this committee.  Mr. Menardo G. Jimenez, Jr. is the non-voting member.

The principal functions and responsibilities of our ECC are:

l. Provide guidance to and assist the board in developing a compensation philosophy or policy consistent with the culture, strategy and
control environment of PLOT;

2. [versee the development and administration of PLDT's executive compensation programs, including long term incentive plans and equity
based plans for officers and executives; and

3. Assist the board in the performance evaluation of and succession planning for officers, including the CEO, and in overseeing the
development and implementation of professional development programs for officers.

Technology Strategy Committee

(ur TSC is composed of five voting members and two non-voting members. The five voting members are non-independent directors, Mr. Manuel V. Pangilinan, who
serves as chairman, Mr. Napoleon L. Nazareno, Atty. Ray C. Espinosa, Mr. James L. Go, and Mr. Setsuya Kimura, and the two non-voting members are Mr. Oscar S.
Reyes and Mr. Orlando B. Vea who are members of our advisory board/committee.

The principal functions and responsibilities of aur TSC are to assist and enable the board to:

l. Review and approve the strategic vision for the role of technology in PLDT's overall business strategy, including the technology strategy

and roadmap of PLDT;
2. Fulfill its oversight responsibilities for PLDT's effective execution of its technology related strategies; and
3. Ensure the optimized use and contribution of technology to PLDT's business and strategic objectives and growth targets.

Eftective June 12, 2007, our board of directors dissolved the finance committee, since, for several years thereto, all financial transactions which were within the
authority of the finance committee to review and/ar approve were elevated directly to our board.

Advisary Lommittee

Qur advisory board/committee is composed of Mr. Roberto R. Romulo, Mr. Benny S. Santaso, Mr. Orlando B. Vea, Mr. Christopher H. Young, Mr. Oscar S. Reyes, and
Mr. Washington Z Sycip. The advisory board/committee provides guidance and suggestions, as necessary, on matters deliberated upon during board meetings.
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EXECUTIVE COMPENSATION

The following table is the list of the executive officers, including the CED, and directors of PLOT as at September 30, 2013:

Name Pasition(s)
Manuel V. Pangilinan Director, Chairman of the Board
Napoleon L Nazareno Director, President and CED
Helen Y. Dee Director
Ray C. Espinosa Director
James L. Go Director
Setsuya Kimura Director
Rev. Fr. Bienvenido F. Nebres, $.J." Independent Director
Hideaki Ozaki Director
Pedro £ Roxas Independent Director
Juan B. Santos Director
Tony Tan Caktiong Director
Alfred V. Ty Independent Director
Ma. Lourdes . Rausa-Chan Director, Senior Vice President, Corporate Affairs and Legal Services Head,

Corporate Secretary and Chief Governance Officer

Ernesto R. Alberto Senior Vice President, Enterprise and International Carrier Business Head
Anabelle L. Chua Senior Vice President, Corporate Finance and Treasury Head and Treasurer
Rene G. Baie: Senior Vice President, Supply Chain, Asset Protection and Management Head
Mejandro 0. Caeg Senior Vice President, International and Carrier Business Head
Jun R. Florencio Senior Vice President, Internal Audit and Fraud Risk Management Head
Menardo G. Jimenez, Jr. Senior Vice President. Human Resources Head and Business Transformation Office Head
Beorge N. Lim?” Senior Vice President, Network Services Assurance Head and Business Transformation Office - Network Team Head
Claro Carmelo P. Ramirez Senior Vice President, Office of the President and CED
June Cheryl A Cabal-Revilla First Vice President, Financial Reporting and Controllership Head

" Resigned effective September 25, 2017
@ Retired effective January | 2013

The following table below sets forth the aggregate amount of compensation paid in 2012 and 2011 and estimated amount of compe nsation expected to be paid in 2013
to: (1) the President and CED, Napoleon L Nazareno and four most highly compensated officers of PLDT, as a group, namely: Menardo G. Jimenez, Jr., Anabelle L.
Chua, Ernesto R. Alberto and Ma. Lourdes . Rausa-Chan; and (Z) all ather executive officers, other officers and directors, as a group.

2013 2012 201
Estimate Actual
(in millions)
President and CED” and four most highly compensated executive officers:
Salary? PhpB2 Phpa8 Phpad
Bonus® 1B 13 13
Other ion" a3 B3 43
131 138 109
All other executive officers, other officers and directors as a group
(excluding the President and CED and four most highly compensated executive officers):
Salary? 238 244 238
Bonus® Bl 62 Bl
Other compensation”” 283 284 214
PhpaB2 Phpa’l Phpald

The President and LF receives compensation from Smart but not from PLOT

Basic monthly salary.

Includtes longevity pay, mid-year bonus, 15" month and Christmas bonus.

Includes variable payand other payments. Variable pay is based on an annual incentive system that encourages and rewards both the individual and group team performance and is tied to the achievement of
Lorporate/Unit/Customer Satisfactionlbjectives. It covers regular officers and executives of PLOT and is based on a percentage of their guaranteed annual cash compensation. See Note 24 - Related Party Iransactions
- Lompensation of Eecutive Officers of the PLOT Group to the accompanying audited consolidated financial statements for further discussion.

2
@
“

Each of the directors of the Company is entitled to a director’s fee for each meeting of the Board of Directors attended. In addition, the directors who serve in the
committees of the Board of Directors, namely, the Audit, Governance and Nomination, Executive Compensation andTechnology Strateqy Committees, are each
entitled to a fee for each committee meeting attended.

[n January 27, 2008, the Board of Directors of PLDT approved an increase in director's board meeting attendance fees to PhpZ00 thousand from Phpl23 thousand
and board committee meeting attendance fees to Php7a thousand from Phpb0 thousand. The attendance fees for directars were last adjusted in July 1998, The ECC
recommended the increase taking into consideration PLDT's profitability growth (versus Board remuneration) and the results of the survey on Board remuneration
conducted by Watson Wyatt, which showed that PLDT's directors' remuneration, consisting only of fees for meeting attendance, and/or retainer fees and profit
share were below the median of directors’ remuneration amang participating companies in the survey.
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Except for the fees mentioned above, the directors are not compensated, directly or indirectly, for their services as such directors. The aggregate amount of per
digms paid to the directars for their attendance in Board and Board Committee meetings is included in other compensation in the above table. The total amount of
per diems paid in 2012 and 2011 were approximately Php33 million and Php40 million, respectively. The total amount of per diems estimated to be paid in 2003 is
approximately Php37 million.

There are no agreements between PLDT Group and any of its key management personnel providing for benefits upon termination of employment, except for such
benefits to which they may be entitled under PLDT Group's retirement and incentive plans.

Long-term Incentive Plan

Dur long-term incentive plan, or LTIP, is a cash plan that is intended to provide meaningful, contingent, financial incentive compensation for eligible executives,
officers and advisors of the PLDT Group. who are consistent performers and contributors to the achievement of the long-term strategic plans and objectives, as well
as the functional strategy and goals of the PLDT Group, and administered by the ECC which has the authority to determine: (a) eligibility and identity of participants;
(b) the award attributable to each participant based on the participant's annual base compensation and taking into account such participant's seniority,
responsibility level, performance potential, tenure with the PLDT Group, job difficulty and such other measures as the Committee deems appropriate; (c) the level of
achievement of the performance objectives; and (d) the actual award payable to each participant based on the level of achievement of the performance objectives.

The 2010 to 2012 LTIP, covering the period from January |, 2010 to December 31, 2012, was presented to and approved by the ECC and the Board of Directors, and
was based on profit targets for the covered performance cycle. The cost of 2010 to 2012 LTIP was determined using the projected unit credit method based on
prevailing discount rates and profit targets. Total outstanding liability and fair value of 2010 to 2012 LTIP cost amounted to Phpl.392 million as at December 31, 2010,
but based on our projections in 2011, the profit targets for the covered performance cycle were no longer achievable, thus, the accrued LTIP cost as at December 3,
2010 was reversed and presented as part of other income in our consolidated income statement for the year ended December 31, 201, We currently do not expect
to make any payouts under the 2000 to 2012 LTIP.

To ensure the proper execution of our strategic and operational business plans while taking into account the acquisition of Digitel in 201l and other recent market
developments, the 2012 ta 2014 LTIP, covering the period from January |, 2012 to December 31, 2014, was approved by the Board of Directors with the endorsement
of the ECC on March 22, 2012. The award in the 2012 to 2014 LTIP is contingent upan the successful achievement of certain profit targets, intended to align the
execution of the business strategies of the expanded Group, including Digitel, over the three year period from 2012 to 2014. In addition, the 2012 to 2014 LTIP allows
for the participation of a number of senior executives and certain newly hired executives and ensures the continuity of management in line with the succession
planning of the PLOT Group. LTIP costs recognized for the nine months ended September 30, 2013 and 2012 amounted to Phpl.278 million and Phpl.2a0 million,
respectively, and for the year ended December 31, 2012 amounted to Phpl.430 million. Total outstanding liability and fair value of 2012 to 2014 LTIP cost amounted to
Php2 657 million and Phpl.430 million as at September 30, 2013 and December 31, 2012, respectively.

There are no other warrants or options held by PLDT's officers or directors either singly or collectively.

See Motz 3 - Management's lse of Judgments, Fstimates and Assumptions, Note 5 - Income and Expenses and Note 75 - Employee Benefits to the accompanying
consolidated financial statements for related discussion.

Other Arrangements

Except as described above, there are no other arrangements pursuant to which any of PLDT's directors and officers are compensated, or are to be compensated,
directly or indirectly.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS, DIRECTORS

AND EXECUTIVE OFFICERS

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS

The following table sets forth information regarding ownership of shares of PLDT's common stock as at October 31, 2013, of all shareholders known to us to
beneficially own 9% or mare of PLDT's shares of comman stock, or, collectively, our Major Shareholders. All shares of PLDT's comman stock have one vote per
share. Our Major Shareholders do not have voting rights that are different from other holders of shares of PLDT's comman stack.

Name and Address Name of Beneficial
Title of Record Owner and Owner and Relationship with Record Number of Percentage
of Class Relationship With lssuer Citizenship Owner Shares Held of Record of Class
Common Philippine Telecommunications Philippine Same as Record Owner 26.034263% 12.08
Investment Corporation” Corporation

12th Floor Ramon Cojuangco Bldg.
Makati Avenue, Makati City

Common Metro Pacific Resources. Inc.®) Philippine Same as Record Owner 21556,876% 9.98
/o Corporate Secretary Corporation
18th Floor, Liberty Center.
104 H. V. dela Costa St
Salcedo Village, Makati City

Common NTT Communications Corporation® Japanese See Footnote (3) 12633487 0.80
|-I-B Uchisaiwai-cho, I-chome, Chiyoda-ku Corporation
Tokyo 100-8019, Japan

Common NTT DOCOMD, Inc.® Japanese See Footnote (9) 22,136,902 10.55
4lst Floor, Sanno Park Tower Corporation
2-I-I Nagata-cho, Chiyoda-ku
Tokyo 100-6130, Japan
Common PCD Nominee Corporation®
37/F Enterprise Building, Tower |
Ayala Avenue cor. Paseo de Roxas St
Makati City

Philippine Corporation See Footnote (8) 71286.729 3077

Common J. P. Morgan Asset Holdings HongKong See Footnote (3) 43,285,347 20,08
(HK) Limited® Corporation
(various accounts)
20/F Chater House 8 Connaught Road
Central, Hongkang

Common JG Summit Broup®

42/F Robinsons Equitable Tower
ADB Avenue corner Poveda Road
Ortigas Center, Pasig City

Philippine Corporation See Footnote (10) 17.305.625 a0

2
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“

)
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)

Based on a resolution adopted by the Board of Directars of PIIL, the Lhairman of the Board of PTIL, Mr. Manuel V. Pangilinan. has the continuing authority to represent PTIL at any and all meetings of the stockholders of a corporation in
which PIIE awns of record or beneficially any shares of stock or other vating security, and to sign and deliver, in favor of any person he may deem fit a proxy or ather power of attorney, with full power of delegation and substitution,
authorizing his designated proxy or attorney-in-fact to vote any and all shares of stock and other voting securities owned of recard or beneficially by PTIC at any and all meetings of the stockholders of the corporation issuing such shares
of stock or vating securities.

In addition to the 26054763 shares and Z|556,676 shares of PLOT common stock owned on record by PIIE and Metro Pacific Resources, Inc., or MPRI respectively. both of which are Philippine affiliates of First Pacific. 7655705 ADS,
whase underlying common shares represents approvimately 3.54% of the outstanding common stock of PLOT are awned by non-Philigpine wholly-awned subsidiaries of First Pacific. The common shares and the underlying common shares
of the ADS owned by PIIE, MPRI and the non-Philjgpine wholly-owned subsidiaries of First Pacific (referred to herein as First Pacific Group), collectively owned 25.57% of the outstanding common stock of PLOT as at Octaber 51 2015,

Based on a resolution adopted by the Board of Oirectors of MPR], Mr. Manuel V. Pangilinan has been appointed as proxy or duly authorized representative of MPRI to represent and vote the PLOT shares of common stock of MPR] in the June
1, 2013 Annual Meeting.

Based on publicly available information. NIT Lommunications is a wholly-owned subsidiary of NIT. Based on a certification signed by a duly authorized officer of NTT Lommunications, Mr. Jun Sawada is authorized to execute for and on
behalf of NTT Lommunications, endorsements, transfers and other matters relating to the PLOT shares of common stock held by NTT Lommunications.

In publicly available reports filed by NIT Communications and NIT DOCOWL, it is stated that because of NIT's awnership of all the outstanding capital stock of NTT Lommunications and a majority of the common stock of NTT DOCOME, NTT,
NIT Lommunizations and NTT DOCOMD may be considered to constitute a “group” within the meaning of Rule I8(5)(L) of the Amended Implementing Rules and Regulations of the Philigpine Securities Regulation Lode. Therefore, each of
them may be deemed to have beneficial ownership of the 43963647 shares in aggregate held by NIT Lommunications and NIT DOCOME, which collectively represents 20.55% of the outstanding common stock of PLOT as at Octaber 5/
2008,

Based on publicly available information, NIT DOCOMD, is a majority-owned and publicly traded subsidiary of NTT. Based on a certification signed by a duly authorized officer of NIT DUCOMO. Mr. Hajime Kii or Mr. Mutsuo Yamamoto, is
authorized to execute for and on behalf of NTT DUCOML endorsements, transfers and other matters relating to the PLOT shares of common stock held by NIT DOCOWO.

In addition to the 22,796,307 common shares awned on record by NIT D0COME, NTT DOEOMD also awns 8533253 ADRs whase underlying common shares represent agproximately 3.95% of the outstanding comman stock of PLOT. The

common shares and the underlying common shares of the ADS awned by NTT O0LOM . jvely represents 1.50% of the ing common stock of PLOT as at Uetober 5/ 2013
PLD is the registered owner of shares held by participants in the Philigpine Depository and Trust Lo., or POIL. & private company organized to implement an baok entry system of handling securities transactions in the
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Philigpines. Under the FOIL procedures, when an issuer of 2 FOIL-eligible issue will hold a stockholders” meeting, the POIL will execute a pro-forma proxy in favr of its participants for the total number of shares in their respective
principal securities account as well as for the total number of shares in their client securities account Far the shares held in the principal securities account the participant concerned is inted as proxy with full voting rights and
powers as registered awner of such shares. For the shares held in the client securities account. the particjpant concerned is agpointed as proxy, with the obligation to constitute a sub-proxy in favar of its clients with full vating and other
rights for the number of shares beneficially owned by such clients.

This account also includes 17.505,625 shares beneficially owned by J& Summit Group. Flease refer to faotnote I

Based on available infarmation, none of the owners of the PLOT commaon shares registered under the name of FLU, awned more than 5% of FLOT's outstanding common stock as at Ustober 5 2013, except for JG Summit Group as
provided above, Deutsch Bank Manils - Llients Account which owned approvimately 8.02% of FLOTs ding common stock as of such date and The Hongkong and Shanghai Banking Lorp. [td -Llients, which owned approximately
G14% of PLOTs outstanding common stock as of such date. PLOT has no knowledge if any beneficial owner of the shares under Deutsche Bank Manila-Llients and The Hongkong and Shanghai Banking Lorp. [td ~Llients owned more than
5% of PLOTs outstanding common stock as at ctaber 3| 2013

JP JP Morgan Asset Holdings (HK) Limited holds shares as nominee of JPMorgan Lhase Bank, successor depositary under the Lommon Stock Deposit Agreement dated Urtober 1, 1954 as amended on February 10 2008, between
JPMorgan Lhase Bank and the holders of ADRs evidencing AUSs, representing shares of commaon stock of PLOT (the “Deposit Agreement”). Under the Deposit Agreement if the depositary does not receive vating instructions from &
folder of ADRs, such holder will be deemed to have instructed the depositary to pravide a discretionary proxy to a person designated by PLOT for the purpose of exercising the voting rights pertaining to the shares of common stock
represented by such holder of ADRs, except that no discretionary proxy will be given with respect to any matter as to which substantial gpposition exists or which materially and adversely affects the rights of the holders of such ADRs.

This account also includes 8535255 shares of PLOT common stock underlying ADS beneficially awned by NIT DOCOMO and 7653703 shares of PLOT common stock underlying ADS beneficially awned by non-Fhiljppine wholly-owned
subsidiaries of First Pacific.

The total shareholdings of J& Summit Group is 17,505,675 shares, of which 17208753 shares are beneficially owned by JGSH] 86,723 shares are beneficially owned by Express Holdings, Inc., 10,148 shares are beneficially owned by Ms.
Flizabeth Vu Gokongwei and | share is beneficially awned by Mr. James L Go, all held on record by LD Nominee Lorporation, jvely representing 8.0/% of the ing common stock of PLOT as at Octaber 3/ 2003, Based on &
certification signed by a duly authorized officer of JGSH| under the By-Laws of JESH, each of the Lhairman and UL of JGSHI (Mr. James L Go) and President and Chief Uperating Officer of JESHI (Mr. Lance V. Gokongwei) is authorized to
vate the 17208753 common shares of FLOT owned by JESHI and to appoint and/or sign proxies in behalf of JESH! in connection with the June 14, 2013 Annual Meeting.

As at October 31, 2013, approximately 82.34% of the outstanding capital stock of PLOT was registered in the names of Philippine persons.

The FP Parties had beneficial ownership of approximately 26% in our outstanding common stock as at October 31, 2013, This is the largest block of our common

stock

that is directly or indirectly under common ownership. As at October 31, 2013, NTT Communications and NTT DOCOMO together beneficially owned

approximately 20% of our outstanding common stock. As a result of the Shareholders Agreement, the Cooperation Agreement and their respective stockholdings,

the FP
and (ii

Parties and/or, NTT Communications and/or NTT DOCOMO are able to influence our actions and corporate governance, including (i) elections of our directors;
) approval of major corporate actions, which require the vote of comman stockholders, among ather things.

SECURITY OWNERSHIP OF DIRECTORS AND EXECUTIVE OFFICERS

The fo

llowing are the number of PLOT comman and preferred shares owned of record and/or beneficially by the directors/independent directors, CED and other

executive officers of PLDT as at October 31, 2013:

Number of shares Percentage of
Name of Record and Address Citizenship Title of Class o Amount of Holdi Class

(Based on par value)

Manuel V. Pangilinan Filipino Common 244450 Phpl.222.250 0.113142

Chairma
T/F Ram

n of the Board
on Cojuangco Bldg.,

Makati Avenue, Makati City

Napoleon L. Nazareno Filipino Common 19,927 99,635 0.009223

Director

President and CED

T/F Ram

on Cojuangco Bldg.,

Makati Avenue, Makati City

Helen Y.
Director

Dee Filiping Common 98 430 0.000045

3/F Grepalife Bldg.
Sen. Gil Puyat Ave., Makati City

James L
Director

. Go Filiping Common 134,914 674,570 0.062444

43/F Robinson's Equitable Tower
ADB Avenue corner Poveda Road
Drtigas Center, Pasig City

Setsuya
Director

Kimura Japanese Comman | 3 [.000000

B/F Ramon Cojuangco Bldg.,

Makati A

venue, Makati City

Hideaki Ozaki Japanese Common | 3 0.000000

Director
4-12-22-

301 Fukasawa
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Name of Record and Address Citizenship

Title of Class

Number of shares
[

Amount of Holdings

Percentage of
Class

Setagaya-ku
Tokyo 158-008!, Japan

Pedro E. Roxas Filiping

Independent Director

7/F Cacho-Gonzales Bldg.,

101 Aguirre St. Legaspi Village
Makati City

Juan B. Santos Filiping
Director

Chairman, Social Security Commission
12/F §88 Building,

Ayala Ave., cor Herrera St.,

Makati City 1227

Alfred V. Ty Filiping
Independent Director

20/F BT Tower

Ayala Avenue, Makati City

Tony Tan Caktiong Filiping
Director

10/F Jollibee Plaza

Emerald Avenue, Ortigas Center

Pasig City

Ray C. Espinosa Filiping
Director

Regulatory Affairs and Palicies Group

16/F Locsin Bldg., Ayala Avenue

cor. Makati Avenue, Makati City

Ma. Lourdes . Rausa-Chan Filiping
Director

Corporate Secretary, Chief Governance Officer and

Senior Vice President, Corporate Affairs and Legal Services

9/F PLDT-MGO Bldg., Legaspi cor. Dela Rosa Sts., Makati City

Artemio V. Panganiban Filiping
Independent Director

1203 Acacia St, Dasmarifias Village

Makati City

Ernesto R. Alberto Filipino
Executive Vice President,

Customer Sales and Marketing Group

7/F Ramon Cojuangco Bldg.,

Makati Avenue, Makati City

Isaias P. Fermin Filiping
Executive Vice President

PLDT HOME Business

7/F Ramon Cojuangco Bldg.,

Makati Avenue, Makati City

Anabelle L. Chua Filipin
Treasurer and Senior Vice President, Corporate Finance and

Treasury

26/F Smart Tower

Ayala Avenue, Makati City

Rene G. Bafiez Filiping
Senior Vice President,

Supply Chain and Asset Protection and

Management Group

B/F Ramon Cojuangco Bldg.,

Makati Avenue, Makati City

Claro Carmelo P. Ramirez Filipina
Senior Vice President

Dffice of the President and CED

7/F Ramon Cojuangco Bldg.,

Common

Common

Common

Common

Comman

Comman

Comman

Common

Comman

Comman

Comman

Comman

23

18743

9@

12,078

11,500

1155

93715

3485

60,390

7,500

0.000107

0.000001

0.000000

0.000000

0.008675

0.000324

0.000000

0.005530

0.000000

0.005323
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Number of shares Percentage of
[

Name of Record and Address Citizenship Title of Class Amount of Holdings Class

Makati Avenue, Makati City

Menardo B. Jimenez, Jr. Filiping Common 22 10 0.000010
Senior Vice President,

Human Resources,

Business Transformation Dffice

B/F Ramon Cojuangeo Bldg.,

Makati Avenue, Makati City

Jun R. Florencio Filiping Common 5157 2475 0.000238
Senior Vice President, Internal Audit and Fraud Risk

Management

B/F PLDT-MGO Bldg., Legaspi cor. Dela Rosa Sts., Makati City

Alejandro 0. Caeg Filiping Common 2009 1,000 0.000093
Senior Vice President, International and Carrier Business Head

9/F PLDT-MGO Bldg.. Legaspi cor. Dela Rosa Sts., Makati City

June Cheryl A. Cabal-Revilla Filiping Comman - - -
First Vice President

Financial Reporting and Controllership

11/F Ramon Cojuangco Bldg.,

Makati Avenue, Makati City

" Js atDecember 5| 2009 under FLOTs ESOP. all of the aptions to purchase shares of common stock of executive officers and directors listed in the table abave had been exercised. Mo options have been granted to non-

executive directors. Al outstanding aptions were exercisable at an exercise price of Php8l4 per share and expired on December 10 2008 Al outstanding options were fully vested as at December 1], 2004
Includes PLOT common shares that have been lodged with the Philjppine Lentral Depository, Inc.
Shares lodged with the Philippine Lentral Depasitory, Inc.

Z
2

The aggregate number of shares of common stock directly and indirectly owned by directors, executive officers and advisors listed above, as at October 31, 2013,
was 443,385, or approximately 0.205218% of PLDT's outstanding shares of common stock.

All outstanding shares of PLDT 0% Cumulative Convertible Preferred Stock Series A to Series FF, Series GG and Series HH which were issued in 2007, were
redeemed and retired effective on January 13, 2012, August 30, 2012 and May I8, 2013, respectively.

Voting Trust Holders

To the best knowledge of the Board of Directors and Management of the Company, there are no persons who hold more than 9% of the Company's outstanding
shares of Commaon Stock and Voting Preferred Stock under a vating trust or similar agreement.

Changes in Control

On July 5. 20N, the Board of Directors of PLOT (the “Board") approved the amendments to the Seventh Article of the Articles of Incorporation of the Company
consisting of the sub-classification of the authorized Preferred Capital Stock into: One Hundred Fifty Million (130,000,000) shares of Voting Preferred Stock of the
par value of One Peso (Phpl.00) each and Eight Hundred Seven Million Five Hundred Thousand (807,500,000) shares of Non-Vaoting Serial Preferred Stock of the par
value of Ten Pesos (Phpl0.00) each, and other conforming amendments (the “Amendments”). In the Special Meeting of the Stockholders held on March 22, 2012,
the Amendments were approved by the holders of more than twa thirds (2/3) of the outstanding capital stock (common and preferred) of PLDT. The Amended
Articles of Incorporation containing the Amendments (the “Amended Articles”) was approved by the Securities and Exchange Commission (the “SEC") on June &,
2012.

Following the approval of the Amended Articles by the SEC, PLDT's voting capital stock consisted of the Common Stock and Voting Preferred Stock. On October 12,
2012, the Board approved the specific rights, terms and conditions of the Voting Preferred Stock and authorized the subscription and issuance thereof to BTF
Holdings, Inc., a whally-owned company of the Board of Trustees for the Account of the Beneficial Trust Fund created pursuant to the Benefit Plan of PLDT. On
October 15, 2012, PLDT and BTF Holdings, Inc. executed a Subscription Agreement pursuant to which PLDT agreed to issue to BTF Holdings, Inc., (50 million shares of
Vating Preferred Stock subscribed at a subscription price of PLO0 per share. or a subscription price of Phpla0 million. On October 6, 2012, PLDT issued to BTF
Holdings. Inc.. 150 million shares of Voting Preferred Stock. The authorized shares, outstanding shares and voting shares of PLDT as at the Record Date are set out
in the table below:

As of October 31, 2013 (Record Date)
Number of Outstanding
Number of Authorized Shares Shares
Class of Shares (in millions) Par Value (in millions)
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Common Stock 2340 Phpa.00 216,06

Voting Preferred Stock 150.0 Phpl.00 150.00
Nan-Voting Serial Preferred Stock 38745 Phpl0.00 300.00
Total 715 - BB6.06

Except as described above, there has been no change in control of the Company since the beginning of 2012 and the Company is not aware of any existing, pending,
or potential transaction which may result in such a change in control.

CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

PLDT, in the ordinary course of business, engages in transactions with stockholders, its subsidiaries and affiliates, and directors and officers and their close family
members.

Except for the transactions discussed in Mote 74 - Related Party Iransactions to the accompanying consolidated financial statements, there were no other material
related party transactions during the last three financial years, nor are there any material transactions currently proposed between PLDT and any: (i) director,
officer, direct or indirect owner of 10% or more of the outstanding shares in PLDT; (i) close family member of such director, officer ar owner; (iii) associates of
PLDT: (iv) enterprises controlling, controlled by or under commaon contral with PLDT; or (v) enterprises in which a substantial interest in the voting power is owned.
directly or indirectly, by any director, officer or owner of 10% or more of the outstanding shares in PLDT or any close family member of such director, key officer or
owner, or collectively, the Related Parties.
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DESCRIPTION OF DEBT

LONG-TERM DEBT

As at September 30, 2013, long-term debt consists of:

(in millions)
Description Interest Rates (Unaudited)
U8 Doller Debs:
Export Credit Agencies-Supported Loans
China Expart and Credit Insurance Corparation, or Sinosure USS LIBOR + 0.55% to 1.80% USS$133 Phpb.804
Exportkreditnamnden, or EKN 1.90% to 3.78% and US$ LIBOR + 0.30% to 0.35% 98 4258
EKN and AB Svensk Exportkredit, or SEK 3.9500% a9 251
Finnvera, Plc, or Finnvera 2.99% and USS LIBOR + 1.35% 30 1289
Others USS LIBOR + 0.35% to 0.40 | 34
321 13,97
Fixed Rate Notes 8.35% 233 10130
Term Loans:
Debt Exchange Facility 225% - -
SM Netwark Expansion Facilities USS LIBOR + 0.42% to 1.85% 13! 5.13
Dthers USS LIBOR + 0.42% to 1.90% 685 28833
US8$1.370 Php38.633
Philigpine Peso Debts:
Corporate Notes 5.3300% to 7.7946% Php28,800
Term Loans:
Unsecured Term Loans 3.9250% to 7.4282%, PDST-F + 0.30% and BSP overnight rate + 0.30% to 0.50% 13,920
49,820
Total long-term debt 109,453
Less portion maturing within one year 14,252
Noncurrent portion of lang-term Php35.201
Note:  Amounts presented are net of unamortized debt discount and debt issuance costs.
The scheduled maturities of our consolidated outstanding long-term debt at nominal values as at September 30, 2013 are as follows:
U.S. Dollar Debt Php Debt Total
Year In U.S. Dollar In Php In Php In Php
(in millions)
203" 63 2718 1244 3962
2014 286 12435 1230 13.728
2013 Al 11.807 397 12,204
2018 733 11113 8,302 19,465
2017 and onwards a02 21870 38,068 B0.439
1377 39,943 48,852 109,795

O [rtober | 2008 through December 5, 205

For a detailed discussion of our long-term debt, see Note 20 - Interest-bearing Financial Liabilities - Long-term Debt to the accompanying

consolidated financial statements.
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CORPORATE GOVERNANCE

PLDT has long committed itself to very high standards of corporate performance in order to achieve sustained growth and profitability and create value for its
shareholders and stakehaolders. It is a commitment that, in turn, demands adherence to the highest corporate governance standards and practices. In as much as
PLDT is a public company and its common shares are listed in the PSE, while its ADSs are listed in the NYSE, PLDT finds itself in the unique position of being the only
telecommunication company in the Philippines that is subject to, and must comply with, the corporate governance requirements of both the Philippines and the
United States. These requirements are set forth under various laws, rules and requlatory issuances, including the Philippine Revised Code of Corporate Governance,
the PSE Corporate Governance Guidelines, the Sarbanes-Oxley Act of 2002, the Dodd-Frank Act, and the NYSE Listing Rules. In addition, PLDT as an associated
company of First Pacific, which is listed in the Hong Kong Stock Exchange, also looks to the corporate governance standards of Hong Kong for guidance and
benchmarking purposes.

PLDT benchmarks against recognized international best practices and monitors developments in corporate governance in order to continue to elevate the
Company's CG structures, policies and processes in accordance with appropriate global standards. Most importantly, beyond compliance, PLDT is endeavoring to
promote an ethical corporate culture guided by the principles of accountability, integrity, fairness, and transparency.

GOVERNANCE STRUCTURES
Board of Directors

Qur Board of Directors. or Board, has the primary respansibility for ensuring principled business conduct in pursuit of promoting and protecting the interest of the
Company, its stockholders, and all other stakeholders. Our Board functions within the scope of its powers and authorities provided in applicable laws, and PLDT's
By-Laws, and conducts itself in accordance with Company policies such as the PLDT Manual on Corporate Governance, or GG Manual, and the PLDT Code of Business
Conduct and Ethics, or Code of Ethics.

At the end of September 2013, our Board had 13 members. each of whom we believe to be highly regarded in their respective fields and/or industry, who bring
together complementary skills and expertise, and the requisite independence, probity and diligence in the exercise of their fiduciary duties. Our Board has three
independent directars, Former Supreme Court Chief Justice Artemio V. Panganiban'. Mr. Pedro E. Roxas and Mr. Alfred V. Ty wha have been selected on the basis of
specific independence criteria set out under applicable laws and rules, in our By-Laws and CG Manual. A majority of the directors are non-executive directors and
only three directors are at the same time company executives.

The position of Chairman of the Board is separate from that of the CEQ. PLDT Chairman Manuel V. Pangilinan and PLDT President and CEO Napoleon L. Nazareno
nonetheless share the responsibility of elevating good corporate governance and principled performance to a high strategic priority for the Company.

At the start of the service of a new director, the Chairman, President and CE, Chief Financial Officer, Corporate Secretary and Chief Governance Officer give a
newly appointed director a briefing on the Company's structure, business and the responsibilities of the Board and its Committees and how each operates. The new
director is also furnished with copies of all relevant information about the Company and policies applicable to the directors, including the Company's Articles, By-
Laws, Annual Repart, CG Manual, Code of Ethics and the Charters of the Board Committees. Updates on business and governance policies and requirements
principally from the Philippine SEC, PSE, the US SEC and the NYSE, and new laws applicable or relevant to the Company and its business, particularly on financial
reporting and disclosures and corporate governance, are presented in Board meetings or furnished to the directars.

(ur CG Manual assures that our Directors, both new and currently serving, have access to independent professional advice, at the Company's expense, as well as
access to management as they may deem necessary to carry out their duties.

PLDT halds annual corporate governance enhancement sessions for its Directors which provide an opportunity for our leadership to interact with international
experts and keep abreast with global developments and best practices in corporate governance and ethics. The GNC recommends the content and speakers for
these sessions. All of the current directors have undergone corporate governance orientation and a majority of the Board has attended at least ane of the six
corporate governance enhancement sessions organized since 2007. Our Directors are also updated on the latest technology trends and developments that have an
impact on the Company's strategy through technology briefings organized by the TSC.

To perform its mandate, our Board holds monthly meetings, the schedule of which is determined at the beginning of the year. At least one meeting is devoted to
discussions with senior management of the strategic plans and budget, and the enterprise risk report prepared by senior management through the Group
Enterprise Risk Management Department, which has the responsibility to promulgate, encourage and practice an integrated risk management framework for the
organization, focusing on ensuring that critical risks are identified, evaluated, treated and monitored across all functions and units within the PLDT Group. Once
every quarter, our Board reviews the quarterly financial reports. Our Board also periodically reviews Board Committee reports, business operations updates from
the heads of our three business segments and network and technology strategic plans.

! Elected as independent director effective April 23, 2013,
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(ur Board is committed to ensure the continuity of executive leadership as a critical factor in sustaining the success of the PLDT Group. To this end. a succession
planning process referred to as Leadership Succession Planning and Development has been established. This enterprise-wide process covers senior management
positions, including the President and CED. Reflecting the significance that the Chairman of the Board of Directors attaches to succession planning, the First Pacific
Leadership Academy was rearganized to facilitate the succession planning process within the PLDT Group and other companies affiliated with First Pacific. The PLDT
Board's involvement in Leadership Succession Planning and Development is performed through its Executive Compensation Committee, which reviews and updates
the criteria for employment and promotion, as well as any training and development plans for senior management, and keeps track of their performance and
development, and reviews their potential career paths.

In 2012, our Board held 15 meetings. The Chairman of the Board, the President and CED, and five other Directars attended all Board meetings. At Ieast one
independent director was present in all the meetings. The Chairman of the Audit Committee” was present in the annual stockholders’ meeting as well as in the
special stockholders' meeting on March 22, 2012, Except for one Director, all of the other Directors each attended more than seventy five per cent (7a%) of the
meetings. The total amount of ger dizm provided for the Board of Directors in 2012 was Php28.8 million®.

Board Committees
Advisory Committee

(ur Board is ably assisted by an Advisory Committee. The diversity of the expertise, knowledge and experience of these advisors serves to complement that of the
Board. The Advisory Committee provides guidance and suggestions, as necessary, on matters deliberated upon during Board meetings. The total ger diem given to
the members of the Advisory Committee in 2012 was Phpl5.8 million”,

To assist in the performance of the Board's responsibilities and aid in ensuring compliance with the principles of good corporate governance, our Board is
supported by four standing committees namely, the Audit Committee, the GNC, the ECC. and the TSC, whose specific responsibilities and functions are set forth in
their respective written charters.

Audit Lommittee

The integrity of the Company's accounting and financial reporting principles and policies, and system of internal contrals, including the integrity of the Company's
financial statements and the independent audit thereof are essential components of PLDT's corporate governance and are matters within the Board's oversight
responsibilities. The Audit Committee assists the Board in this key task and provides support to the Board in discharging its oversight responsibilities over the
Company's compliance with legal and regulatory requirements, its assessment and management of enterprise risks, its audit process, and the performance of the
Company's internal audit arganization and external auditor (including the external auditor’s qualifications and independence). The Audit Committee is composed of
three independent directors, and four advisors. Each Audit Committee member is financially literate and one of the advisors is a certified public accountant with
financial management expertise. The charter of the Audit Committee may be viewed and downloaded from the PLDT website through the following link:

http://www.pldt.com/about/management/Documents/Audit%2 0Committee %2 0Charter.pdf

The Audit Committee's activities in 2012 with respect to our external auditor SGV, included discussions on SGV's report on the results of the integrated audit of
PLDT's and its subsidiaries’ 201 financial statements prepared in accordance with the PFRS and IFRS and the internal controls over financial reporting, as well as
the results of internal and external quality reviews required on SGY. Also discussed were SGV's required communications to the Audit Committee, as well as their
independence from PLDT, within the meaning of the Securities Act of the Philippine SEC and LS SEC.

The Audit Committee also reviewed and approved the following:

e SBV's engagements in International Standard on Assurance Engagements (ISAE) No. 3402, "Assurance Reports on Controls at a Service
Organization”, Type B Service Audit of ePLDT's Vitro Data Center, as required by the latter's customer, Accenture, and financial statements audit of
CURE as of and for the period ended June 30, 2012, in connection with NTC's requirements relating to the divestment plan for CURE as committed
by PLDT in its acquisition of Digitel;

e Engagement of E&Y Australia to perform consulting service regarding support on Customer Needs-Based Segmentation Project for Smart, and the
engagement of E&Y Singapore to perform tax services for Smart's subsidiaries; and

o Engagement of PwC member firm, Isla Lipana & Co., to perform Business Process Alignment Project, and provide manpower services for Sarbanes-
Oxley Act Section 404 (SOX 404) Compliance Process Documentation for DMPI.

? Rev. Fr. Bienvenido Nebres, S.... wha resigned on September 25, 2012, was the chairman of the Audit Committee at the time that these two stockholders’ meetings were held.
% Php200,000 per diem for each director, for every meeting attended.
# Php200,000 per diem for each member, for every meeting attended.
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The Audit Committee conducted an evaluation of SGV's performance for 2011, and resolved to re-appoint SGV as PLDT's external auditors for the year 2012, and
reviewed SGV's integrated plan for the audit of the 2012 financial statements and review of ICFR of PLDT and its subsidiaries.

As regards the internal auditor, the Audit Committee reviewed, noted or approved the Internal Audit and Fraud Risk Management Group (IAFRMG)'s performance
report for the year 201, the Internal Audit Plan for 2012 (original and updated) and its alignment with business risks, IAFRMG Head's statement of compliance with
the International Standards for the Professional Practice of Internal Auditing (ISPPIA), and required confirmation of the organizational independence of the Internal
Audit organization, and resolved to retain the existing PLDT Internal Audit Charter. The Audit Committee also discussed the Internal Audit's report on PLDT Group's
SOX 404 Compliance - Management's Overall Assessment and Conclusions as of December 31, 2011, the periodic status reports submitted by Internal Audit regarding
PLDT Group's SOX 404 readiness and compliance as of year-end 201 and as of year-end 2012, and the major internal audit and fraud risk management activities and
accomplishments, including the internal audit organizational updates.

With regard to financial reporting and contrals, the Audit Committee, together with PLOT Finance officers and SGV, conducted a review of PLDT's audited financial
statements for 201l prepared in accordance with PFRS and IFRS, and the final results and report of SGV on its integrated audit of 2011 PERS and IFRS financial
statements and ICFR. The Audit Committee reviewed and approved the PLDT Group's 200l Annual Report on Form {7-A and Form 20-F for Philippine and US SEC filing,
respectively. It also reviewed and discussed with Finance officers, PLDT's unaudited consolidated financial results and reports for the three months ended March 31,

2012, the six months ended June 30, 2012, and the nine months ended September 30, 2012.
With regard to governance, general internal contrals and risk management, the Audit Committee reviewed and appraved the 2011 PLDT Audit Committee Report for
inclusion in the Annual Report and conducted a self-evaluation of the Audit Committee's performance for the year 2011, It reviewed and discussed with the Corporate
Secretary, Chief Legal Counsel and Chief Governance Officer the status of the Company's compliance with requlations and applicable laws and updates on significant
|egal matters, the periodic status reports on whistleblowing complaints received by the CGO, as well as CGO's report on the statistics and effectiveness of, and
identified system improvements to the existing Whistleblowing Policy and Procedure. The Audit Committee also discussed with the President and CED the PLDT Group
top risks from the CEQ's perspective, and the corresponding mitigation measures to address these key enterprise risks, and reviewed the Group Enterprise Risk
Management Officer's periodic status reports on PLOT Group's enterprise risk management activities.
Discussions with relevant PLDT business and operational unit heads were also conducted on the following matters:

e updates on Infarmation Technology (IT) Group transfarmation and directions;

o major HR-related risks and the corresponding measures taken to address such risks;

e updates on service delivery process, quality of service, and actions taken on outstanding audit issues;

e updates on relevant tax rulings; and

updates on results of customer experience surveys and related activities.

The Audit Committee likewise reviewed and approved the PLDT Disclosure on SEC Form {7-C in connection with the Phil. SEC Memorandum No. 4-2012, "SEC Guidelines
in the Performance Assessment of Audit Committees”, reviewed and resolved to retain the existing PLDT Audit Committee Charter, reviewed and appraved the PLOT
Audit Committee's semi-annual reports of activities during 2012 and issued periodic written updates to the Audit Committee of First Pacific regarding significant
items discussed during PLDT Audit Committee meetings in 2012.

The AuditﬁEummittEE had nine (9) meetings for the year 2012 and a total of Php4.20 million was paid as per diem to its members and advisors who attended the
meetings®.

Lovernance and Nomination Lommittee

The GNC oversees the development and implementation of corporate governance principles and policies as part of its governance function. It also provides
assistance to the Board in making an assessment of the Board's effectiveness in the process of replacing or appointing new members of the Board and/or Board
Committees, and in developing and implementing the Board's performance evaluation process. As part of its nomination function, it reviews and evaluates the
qualifications of the persons nominated to the Board as well as those nominated to other positions requiring appointment by the Board. In addition to this, it
identifies persans potentially qualified to become members of the Board and/or the Board Committees.
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The GNC is composed of five voting members, three of whom are independent directors and the other two are non-executive directars. The GNC also has three non-
voting members composed of an independent member of the Advisory Committee®, the Human Resources Group Head and the Chief Bovernance Dfficer of the
Company. The Charter of the GNC may be accessed and downloaded from the PLDT website through the following link:

http://www.pldt.com/about/management/Documents/Governance%? Dand%?Z ONomination%2 0Committee%?2 0Charter.pdf

In 2012, the GNC screened and identified nominees for election as directors/independent directors at the PLDT annual stockholders' meeting. It also reviewed the list
and qualifications of PLDT officers for re-appointment at the organizational meeting of the board of directars.

In the performance of its governance function, the GNC discussed and evaluated the results of the Board Assessment for 2011 and the GNC Evaluation/Self-
Assessment. The consolidated results of the Board Assessment, along with the recommended actions, the GNC Self-Assessment results and Report on Activities for
20l were submitted to and noted by the Board.

The GNC also reviewed and monitored the status of whistleblowing reports, disclosures to regulators, updates on regulatory developments and other reports of the
CGO. It had an opportunity to hear from the corporate governance officers from PLDT subsidiaries and affiliates about the adoption and implementation of, and
innovations in, corporate governance practices by these companies. The GNE also received and discussed reports pertaining to results of corporate governance
ratings from domestic and international rating agencies.

The GNC guided the development of PLDT's Guidelines on Related Party Transactions which was issued on May 24, 2012 as Administrative Order No. 2137-12. The GNC
also discussed PLOT's General Practice (GP) No. GP-2-002 on Stakeholder Engagement that was issued on May 1B, 2012, which embodies the Company's modes of
engagement with various stakeholders, including customers, shareholders/investment community, employees, suppliers, government/requlators, media, industry
and communities. The GP on Stakeholder Engagement is in line with PLOT's commitment to deal with stakeholders in accordance with its core business principles of
integrity, transparency, fairness, and accountability.

Finally, the GNC continues to support the efforts at ethical culture building in the Company and it took a direct hand in the determination of content and selection of
the speaker for the CG Enhancement Sessions for Directars and Officers for 2012 and selecting themes and designs for internal communication materials for 2013.

The GNC held three meetings in 2012 and a total of Phpl B million was paid as per dizmto its members who attended the meetings®.

Executive Lompensation Lommittee

The ECC provides guidance and assistance to the Board with respect to the development of a compensation philosophy consistent with the culture, strategy and
control environment of the Company. It also oversees the development and administration of the Company's executive compensation programs and assists the
Board in the areas of performance evaluation, succession planning and the professional development programs for officers. The ECC is composed of five voting
members, three of whom are independent directors, and the other two are non-executive directors. The ECC also has one non-voting member, wha is the head of the

human resources group of the Company. The Charter of the ECC may be viewed and downloaded from the PLDT website through the following link:

http://www.pldt.com/about/management/Documents/Executive%Z 0Compensation%Z 0Committee%2 OCharter.pdf

In 2012, the ECC discussed and approved the discretionary pay for officers and executives for 201l performance (in lieu of the 201 variable pay), the 2012 variable
pay targets and the corresponding variable pay payout levels, and the cancellation of the 20/0-2012 Long Term Incentive Plan. A discretionary payout was instead
approved and paid in 2012. The ECC also discussed and approved the continuation of the 2010-2012 LTIP of PLDT subsidiary SPi and to revisit the 2010-2012 LTIP of
ePLDT and PLDT Global Corporation. Finally, the ECC discussed and approved the presentation of the new 2012-2014 LTIP to the Board for the latter's approval and
the 2012 merit increase for officers and executives.

The ECC held two meetings in 2012 and a total of Php825 thousand was paid as per diemto its members who attended the said meetings.”
Technology Strategy Lommittee

The TSC assists the Board in reviewing and approving the strategic vision for the role of technology in the Company's overall business strategy, fulfilling its
oversight responsibilities for the Company's effective execution of its technology-related strategies, and ensuring the optimized use and contribution of technology
to the Company's strategic objectives and growth targets. The TSC is composed of five voting members and two non-vating members. Under the charter of the TSC,
at least one member of the TSC must have at least a general knowledge or understanding of the technologies relevant to the Company's line of business. A copy of
the Charter of the TSC may be viewed and downloaded from the PLDT website through the following link:

5 Php73,000 per diem for each director, for every meeting attended.” Until May 7. 2013, when Former Chief Justice Panganiban, who was elected as independent director on April 23, 2013, was appointed as a regular independent member of the GNC.
5 Php 75,000 per diem for each director, for every meeting attended.
7 Php 75,000 per director for each mesting attended.
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The TSC had two meetings in 2012. The first meeting was on prospects and plans regarding 36 and LTE technologies, Over the Top Providers (OTTP). Location-based
Services and Cloud Computing. In the second meeting, the TSC discussed updates on the PLDT Technology Roadmap, and the PLDT Group's Cloud Deployment. The
gains on synergies with Digitel and Sk Lellular were also discussed in the second meeting. A total of Phpl.05 million was given as per digm to its members who
attended the megtings®.

FPresident and CF

The President and CEO provides leadership for management in developing and implementing business strategies, plans and budgets. He ensures that the business
and affairs of the Company are managed in a sound and prudent manner and operational, financial and internal controls are adequate and effective to ensure
reliability and integrity of financial and operational information, effectiveness and efficiency of operations, safeguarding of assets and compliance with laws, rules,
requlations and contracts. The President and CED, with the assistance of the rest of PLDT's management, also has the responsibility to provide the Board with a
balanced. understandable and accurate account of the Company's performance., financial condition, results of operations and prospects, on a regular basis.

Internal Audit lrganization

PLDT has an internal audit organization that determines whether our structure of risk management, control and governance processes, as designed and
represented by management, are adequate and functioning to ensure that:

I Risks are appropriately identified managed, and/or reported:

Significant financial, managerial, and operating information are accurate, reliable and timely;

Employees' actions are in compliance with policies, standards, procedures, and applicable laws and regulations;
Resources are acquired economically, used efficiently and adequately protected;

Programs, plans and objectives are achieved;

Quality and continuous improvement are fostered in our contral processes; and

Significant |egislative or regulatory issues impacting us are recognized and addressed appropriately.

To provide for the independence of the internal audit organization, its personnel report to the head of the internal audit organization, being the Chief Audit
[fficer/Internal Audit Head, whao reports functionally to the Audit Committee and administratively to the President and CED. The Chief Audit Officer is accountable to
management and the Audit Committee in the discharge of his duties and is required to:

I Provide annually an assessment on the adequacy and effectiveness of our processes for contralling our activities and managing our risks;

2. Report significant issues related to the processes of controlling our activities, including potential improvements to those processes, and
provide information concerning such issues; and

3. Periodically provide information on the status and results of the annual internal audit plan and the sufficiency of our internal audit
organization's resources.

The Company's internal audit organization has a charter approved by the Audit Committee that complies with the International Standards for the Professional
Practice of Internal Auditing of The Institute of Internal Auditors, in the discharge of its scope of work and responsibilities.

Lhief bovernance Officer

The G compliance system established in the GG Manual includes the designation by the Board of a Chief Governance Officer who reports to the Chairman of the
Board and the GNC. The primary respansibilities of the Chief Governance Officer include monitoring compliance with the provisions and requirements of corporate
governance laws, rules and regulations, reporting violations and recommending the impaosition of disciplinary actions, and adopting measures to prevent the
repetition of such violations.

In addition, the Chief Governance Officer assists the Board and the GNC in the performance of their governance functions, including their duties to oversee the
formulation or review and implementation of the corporate governance structure and policies of the Company, the establishment of an evaluation system to verify

¥ Phy75.000 per director for each mesting attended
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and measure compliance with the GG Manual in relation to related laws, rules and regulations, and to oversee the conduct of a self-assessment of the performance
and effectiveness of the Board, the Board Committees, and individual Board members in carrying out their functions.

Larporate Governance Office

The CG0 is respansible for the continuing development, drafting, issuance and review of appropriate corporate governance policies, attending to reports received
through the whistleblowing facility, addressing queries and providing opinions or guidance on corporate governance matters to operating units, initiating
enforcement actions to ensure compliance with corporate governance policies, and maintaining a corporate governance education and communication program that
sees to the development of the proper knowledge, skills, attitudes, and habits that would promote voluntary observance of corporate governance policies.

MANUAL ON CORPORATE GOVERNANCE

The PLDT CG Manual was approved and adopted by the Board of Directors on March 26. 2010 pursuant to Philippine SEC Memorandum Circular No. B Series of 2009
or the Revised Code of Corporate Governance. |t supersedes the CG Manual approved and adopted on September 24, 2002, as amended on March 30, 2004 and
January 30, 2007. The CG Manual sets forth the fundamental framework on corporate governance. Together with our Articles of Incorporation and By-Laws, it sets
our GG structures which establish responsibilities, confer the necessary authority and provide adequate resources for the execution of such responsibilities.

In compliance with the Revised Code of Corporate Governance of the Philippine SEC and consistent with the relevant provisions of the SR and Corporation Code of
the Philippines. PLDT's CG Manual covers the following key areas:

e the composition of the Board of Directors as well as the qualifications and grounds for disqualification for directarship;

e the requirement that at least 20% of the membership of the Board of Directors, and in no case less than two members, must be independent
directors and the standards/criteria for the determination of independent directars;

e the duties and responsibilities of the Board of Directors and the individual directars;

e the manner of conduct of Board meetings including the requirement to have an independent directar present in every meeting to promote
transparency and the need to have an executive session for non-executive and independent directars;

e establishment of board committees, specifically, the Audit Committee, the Executive Compensation Committee, and the Governance and
Nomination Committee, including the composition and the principal duties and responsibilities of such committees, as well as the
requirement for each board committee to have its own charter;

e the role of the Chairman as the leader of the Board and as the prime mover in ensuring compliance with, and the performance of, corporate
governance policies and practices;

e the role of the President/CED in ensuring that the Company's business affairs are managed in a sound and prudent manner and that
operational, financial and internal controls are adequate and effective to ensure reliability and integrity of financial and operational
information, effectiveness and efficiency of operations, safeguarding of assets and compliance with laws, rules, regulations and contracts;

e the duties and responsibilities of the Corporate Secretary/Assistant Corporate Secretary in terms of the support services that they need to
provide the Board in upholding sound corporate governance;

e the duties and responsibilities of the head of internal audit organization that would provide the Board of Directors, management and
shareholders with reasonable assurance that the Company's key organizational and procedural controls are appropriate, adequate, effective
and reasonably complied with;

e the functions of the independent auditars that would reasonably ensure an environment of sound corporate governance as reflected in the
Company's financial records and reports; the requirement that non-audit work of the independent auditors should not conflict with their
function as independent auditors; the requirement to rotate, at least once every five years, the independent auditors or the lead partner
assigned to handle the independent audit of financial statements;

e the requirement to appoint a Chief Governance Officer and the duties and respansibilities of such Chief Governance Officer including the
establishment of an evaluation system to determine and measure compliance with the provisions of our GG Manual;

e the duty of the Board of Directors to promote and uphold stockholders' rights, such as, the right to vote, pre-emptive right, the right to
inspect corporate books and records, the right to timely receive relevant information, the right to dividends, and the appraisal right;

e the requirement for the Board to explore and implement steps to reduce excessive or unnecessary costs that impede stockholders'
participation and to act with transparency and fairness at the annual and special stockholders’ meetings;
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the Company's undertaking to disclose material information promptly and accurately, as well as the imposition of reasonable rules regarding
the treatment and handling of material non-public information; and

th e establishment of an appropriate evaluation system for purposes of monitoring and assessing compliance with the CG Manual and other
applicable laws and administrative issuances.

CODE OF ETHICS AND OTHER POLICIES

The Code of Ethics was approved by the Board on March 30, 2004 and subsequently updated on July Il, 2008. The Code of Ethics sets out the Company's business
principles and values and aims to promote a culture of good corporate governance. |t provides standards that govern and guide all business relationships of PLDT,
its directors, officers and employees, especially with respect to the following:

Compliance with applicable laws, rules and regulations, including anti-graft and anti-corruption laws;
Ethical handling of conflicts of interest, corporate opportunities and confidential information;
Protection and proper use of company assets;

Fair dealing with employees. customers, service providers, suppliers, and competitors;

Compliance with reporting and disclosure obligations to the relevant requlators and to investars;
Compliance with disclosure and financial reporting controls and procedures;

Assessment and management of risks involved in business endeavars; and

Aduoption of international best practices of good corporate governance in the conduct of business.

The Company also has other policies adopted by the Board to provide bath general and specific guidelines that complement the Code of Ethics.

A

Lonflict of Interest Palicy approved on fctober 74, Z005. This policy aims to ensure that work-related actions of PLDT's directors, officers,
employees and consultants are based on sound business principles and judgment devoid of bias or partiality. |t enjoins all employees to be
aware of the possibility of such bias and partiality in dealings with various entities or individuals in the course of or in relation to their
work. The policy likewise mandates that employees who find themselves in a possible conflict of interest situation should promptly disclose
the matter to the relevant authorities. If warranted, the employee concerned should also obtain appropriate approvals and inhibit himself
from any action, transaction or decision invalving an existing or potential conflict of interest.

Palicy on bifts, Entertainment and Spansored Travel approved on January 5/ Z00E. This policy provides safequards so that the custom of
giving gifts is handled in accordance with the principles of integrity, accountability, fairness and transparency. It aims to prevent the
occurrence of situations or actions that could significantly affect objective, independent or effective performance of an employee's duties.
Specifically, it prohibits the solicitation of gifts, sponsored travel, and entertainment from third parties. Receipt and acceptance of gifts
voluntarily given by such third parties are handled according to this policy as well.

Supplier/Contractor Relations Folicy approved on January 5[ Z006. This policy seeks to ensure that the Company upholds the highest
professional standards in business practices and ethics in its dealings with suppliers and contractors in the procurement of goods and
services. The policy also seeks to maintain PLDT's reputation for equal opportunity and honest treatment of suppliers in all business
transactions. |t establishes clear rules for arm's length transactions and fair treatment of prospective and existing suppliers with the
ohjective of always obtaining the best value for the Company. The policy specifically adopts the processes of vendor accreditation and
competitive hidding as the general rule and established practices to ensure that contracts are awarded only to qualified and duly-
accredited suppliers and vendors who offer the best value for maney for PLDT's requirements.

Palicy on Employee Disclosure on Vislations of the Lorporate Governance Rules, Questionable Accounting or Auditing Matters, and Dffenses
cavered by PLOTS Table of Penalties (or the Expanded Whistleblowing Policy) approved on May 8. Z006. This policy provides guidelines on
handling employee disclosure or complaints of violation of rules pertaining to the aforestated matters, protects whistleblowers from
retaliation and ensures confidentiality and fairness in the handling of a disclosure or complaint.

Detailed implementing guidelines are likewise issued for the said policies to ensure their wide observance. All these policies and rules (collectively, the “Corporate
BGovernance Rules”, or “C6 Rules") are periodically reviewed to ensure that they are appropriate for PLDT, keep pace with comparable and applicable global best
practices, and are compliant with the requirements of the Philippine and US SEC and NYSE corporate governance rules, as may be appropriate and applicable.

To access the Code of Ethics, the C6 Manual or information on how PLDT's corporate governance practices and those required of LS. listed companies under NYSE
Section 303A11 differ, please refer to:

http://www.pldt.com/qovernance/about/Documents/2 762 3c20007843638da4dfa7179ec70dPLOT Code of Business Conduct and Ethics.pdf
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PLDT's subsidiaries and their respective subsidiaries have also adopted corporate governance rules and policies similar in substance and form to PLDT's CG Rules,
as well as appointed their respective corporate governance officers.

Pursuant to the Conflict of Interest Palicy, PLDT officers, executives and employees are required to submit Conflict of Interest Disclosures. If a transaction is
affected by conflict of interest, it is subject to approval by the appropriate approving autharities and the conflicted director, officer, executive or employee is
prohibited from participating in any activity related to the said transaction. PLDT is progressively institutionalizing the practice of timely and transparent
disclosures down to the |evel of rank and file employees. PLDT's suppliers, vendors and contractors are also required to make prompt disclosures with respect to
relationships and affiliations that they or their personnel may have with respect to PLDT directors, officers, executives and employees.

PLDT's Expanded Whistleblowing Policy facilitates the anonymous reparting of violations of GG Rules, accounting and auditing rules and regulations or the PLDT
Personnel Manual. PLDT maintains a Whistleblowing Hotline and other reporting facilities, such as a dedicated electronic mailbox, post office box, and facsimile
transmission system. All employees and stakehalders who come forward in good faith, regardless of rank or status, to report any of the violations mentioned above
or any act that may be considered as contrary to the Company's values of accountability, integrity, fairness and transparency may submit a complaint or disclosure
on such violations to the CGO, which is headed by the Chief Governance Officer. Upon receipt of a report, complaint or disclosure by the CGO. a preliminary
evaluation is conducted to determine the veracity and plausibility of the allegations contained in the complaint or report, as well as the appropriate investigating unit
to which the case shall be assigned for further action as may be deemed appropriate. The CG0 monitors the developments in the cases reported and ensures
appropriate reporting to the Audit Committee, the GNC, and any other relevant committee, body or authority on the results of the investigations and the prompt
referrals of findings to the units concerned. The Company's committees on officer or employee discipline, as the case may be, are responsible for evaluating and
approving the appropriate disciplinary action against erring officers and employees. In all processes and activities related to a whistleblowing complaint or
disclosure, utmost confidentiality is observed in order to ensure the integrity of the process and/or protect the parties, employees or offices wha may be invalved.
By way of an added feedback mechanism for whistleblowers and for transparency, a brief bulletin describing in general terms the cases handled and their status is
made available in the Company website.

In line with all of these, PLDT has incorporated corporate governance standards in the performance evaluation of employees and has included violations of GG Rules
as cause for disqualification in being awarded incentives and rewards in its Palicy on Employee (ualification for Incentives and Rewards and any long term incentive
plan in place for executives and officers.

To make sure that relations between the Company and its business partners are imbued with shared standards on good corporate governance, the Company has
developed written corporate governance guidelines for suppliers and contractors to which the Company's suppliers and contractors are expected to consent in
writing, thereby ensuring that they understand and accept these standards as indispensable in doing business with PLDT. The Company also conducts
suppliers'/contractors' briefings and communicates to its business partners, including suppliers, the Company's commitment to, as well as expectations on, good
corporate governance.

Further information on PLOT's Code of Ethics, CG Manual and the Charters of the Board Committees are available on the Company website. PLDT maintains a website
at www.pldt.com.ph on which reparts filed by the Company and other information may be accessed. The Company has undertaken to provide a copy, without charge,
to any person requesting for a copy of any. or both, of the Code of Ethics and CG Manual from our Chief Governance Officer, Atty. Ma. Lourdes C. Rausa-Chan, who
can be reached at e-mail address /rchanpldt com phor telephone number +632-816-85a6.

o Fducation and Enhancements

As part of its education and communication program, PLDT provides continuous training for its Board, senior management and employees, which includes an annual
enhancement session conducted by internationally-known experts to share their insights and interact with PLDT's Board and senior management. The GNC
recommended the content and the speaker for each session. PLDT has organized and conducted six annual enhancement sessions since 2007,

In November 2012, Dr. Thomas Donaldson, the Mark 0. Winkelman Professor and the Directar of the Zicklin Center for Business Ethics Research, The Wharton Schoal,
University of Pennsylvania, spoke before the PLDT Board of Directars. Dr. Donaldson's session, entitled Aavigating the New World of Business discussed how
companies operate in these turbulent times and navigate issues of reputational risk, governance and integrity. He spoke about major failures in the areas of
governance and risk management and the dangerous patterns of rewards and cultural weakness. He emphasized that compliance is important, but that it should be
augmented by right leadership, proper systems and a culture guided by the right values, such as integrity, responsibility, and fairness. Dr. Donaldson conducted a
similar session for PLDT's senior management on November 20, 201Z.

PLDT also provided corporate governance training for its middle management. A special session for its executives was conducted by Mr. Keith Darcy, Executive
Director of the Ethics and Compliance Officer Association based in Waltham, Massachusetts, USA. Mr. Darcy discussed Zarparate Responsibilty in the Lhanging
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Llabal landscape. He emphasized that many challenges remain and that in the changing global landscape, companies that have ethical, self-requlating cultures will
be able to withstand the many upheavals that business will face.

In addition, newly promoted and hired executives are required to undergo a half-day workshop on Ethical Decision Making as part of their competency development
as managers. The highly interactive course provides personnel in the middle manager category an opportunity to discuss and develop approaches to ethical
dilemmas that confront them at the workplace.

To strengthen middle management's management and implementation of internal controls in PLDT, a workshop entitled Managing from a Position of Lontral was
developed and rolled-out in 2012. The course was developed through the joint efforts of the internal audit, corporate governance, finance and human resource
offices of PLOT. The course seeks to empower concerned personnel to take direct responsibility in understanding, observing and implementing internal controls
within their respective spheres of authority. It provides detailed discussions on the rationale for internal contraols, responsibilities of personnel and procedures for
observance. A pilot course and one regular run of the workshop were conducted in 2012, Other PLDT executives and key supervisory personnel will take the course

in 2013.
PLDT also requires newly-hired employees and executives to undergo a corporate governance orientation.

In addition to face-to-face trainings, PLDT has on-line training modules for its employees. PLDT executives with the rank of manager, senior manager and assistant
vice president have complied with the requirement to complete an online training course on the ZL07 Fxpanded Whistleblowing Policy. Supervisory and rank and file
employees, on the other hand, have completed a module on the AZ07 Lonflict of Interest Policy.

Education and training is supplemented by the production and dissemination of relevant corporate governance communication materials, including thematic posters,
calendars and newsletters. Directors and executive officers and executives of PLOT are also provided with weekly Corporate Governance Newsbriefs, which contain
summaries of news articles from global online sources. Directors are also provided with 417 [jpdates of articles on relevant topics written by noted authors and/or
authorities. The Company also issues periodic advisories on corporate governance.

o Monitoring & Evaluation

PLDT's governance monitoring and evaluation system consists of the annual performance self-assessment conducted by the Board and the Board Committees, the
review of the effectiveness of the Company's CB Rules and their implementation every two years, the annual compliance evaluation conducted by Management, and
other tools employed to monitor observance of the C6 Rules and corporate values by Company personnel.

Qur Board conducts a self-assessment each calendar year to evaluate the performance of the Board as a whole, the Board Committees and the individual directors.
The process, which also includes an evaluation of the performance of the CED and management, enables the Board to identify strengths and areas for improvement
and to elicit individual director's feedback and views on the Company's strategy, performance and future direction. Similarly, each Board Committee also conducts
an annual self-assessment of its performance. The members of the Board and the Board Committees accomplish their respective Self-Assessment Questionnaires
for this purpose. The Board Self-Assessment Questionnaire contains the following criteria based on leading practices and principles on good governance: (1) /- the
FBoard |eadership, Roles and Responsibilities, Independence, Stewardship, Reporting and Disclosure, Shareholders' Benefits and Training; (2) far individua/
Directors. the specific duties and responsibilities of a director; and (3) for the Board Lommittees: Performance and Compliance. Each Board Committee Self-
Assessment (uestionnaire contains the following criteria: Performance & Compliance and Committee Governance. The results of the assessment process are duly
reported to, as discussed as necessary by, the Board.

As part of Board oversight, the Company's GG Rules, including their implementation, are reviewed every two (2) years to ensure that they continue to be compliant,
appropriate and effective. The latest review of the Code of Ethics was conducted and the results thereof reported to the GNC in 2012, The Palicy on Gifts,
Entertainment and Sponsored Travel, the Supplier/Contractor Relations Policy, and the Expanded Whistleblowing Policy, including their implementation, were
reviewed in 201l The results of the review were reported to the GNC and the recommendations to strengthen their implementation were approved.

PLDT monitars and assesses compliance with the CG Rules through a cross-functional evaluation system whereby the heads of the various business and support
units/groups, including, but not limited to, Enterprise and International Carrier Business, Home Business, Finance, Human Resources, Customer Service Assurance,
Technology, Supply Chain Asset Protection & Management, Public Affairs, Enterprise Risk Management, Information Technology, Regulatory, Internal Audit, Corporate
Counsel and Legal Services, Corporate Governance Office.and Investor Relations, conduct an evaluation of their unit/group’s compliance using an evaluation
questionnaire consisting of the governance regulations applicable and relevant to their respective functions, including the requirements of the Revised Code of
Corporate Governance and the PSE Corporate Governance Guidelines (PSE CG Guidelines). The results of the evaluation conducted by the heads are submitted to the
Corporate Finance & Treasury Head and the Chief Governance Officer, who submit the consolidated report to the President and GED for approval. The consolidated
report is considered as an important input in the preparation of the Company's Certification of Compliance with the GG Manual and Disclosure Report on the PSE GG
Guidelines. The results of the compliance evaluation are reported to the GNG by the CGU.

In the Certification of Compliance with the CG Manual, in 2012, the Company reported that it did not deviate from the provisions of the Revised Code of Corporate
Bovernance as adopted in the PLDT CG Manual and that the Company also complied with the PLDT GG Manual, except that the Company temporarily deviated from its
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higher standards on the minimum number of independent directars and the minimum number of members of the Audit Committee. Such temporary deviation
resulted from the resignation of Rev. Fr. Bienvenido F. Nebres on September 25, 2012 as an independent director-member of the Board and chairman of the Audit
Committee, thereby decreasing the number of incumbent independent directors in the Board to two (Z)and the number of incumbent members of the Audit
Committee to two (2) independent directors (the standard set out in PLDT's Audit Committee Charter is a minimum of three (3) members, all of whom must be
independent directors)®.

The level of observance of the CG Rules and the values of accountability, integrity, fairness, and transparency, are monitored through the conduct of an annual focus
group discussion across a wide cross-section of Company personnel and an analysis of its results. The results of online examinations through online |earning
modules, as well as questions and queries propounded during face-to-face learning interventions, are likewise monitored. PLDT has also instituted a follow -through
survey for newly-hired employees, which intends to track whether their observance of the Company's GG Rules and values are improving or deteriorating over the
first five years of their employment, including the employee's perception of the level of observance of his/her unit with the GG Rules and governance values, and the
ethics perception survey developed by the CGO, which will provide quantitative information that can be more easily tracked, managed and be made the basis for
development and review of programs, policies and initiatives.

¥ Effective on April 23, 2013 and May 7, 2013, Farmer Chief Justice Panganiban was appainted as the third independent directar and third member of the Audit Committee, respectively.

182



FINANCIAL STATEMENTS

The following pages set forth our Unaudited Consolidated Financial Statements as at September 30, 2013 and December 31, 2012 and for the nine months ended
September 30, 2013 and 2012, and Audited Consolidated Financial Statements as at December 31, 2012 and 2011, and January |, 2011 and for the years ended
December 31, 2012, 201t and 2010.
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