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November 8, 2018

Securities & Exchange Commission
Secretariat Building, PICC Complex

Roxas Boulevard, Pasay City

Attention: Mr. Vicente Graciano P. Felizmenio, Jr.
Director — Markets and Securities Regulations Dept.

Gentlemen:

In accordance with Section 17.1(b) of the Securities Regulation Code and SRC Rule 17.1.1.1.2, we submit herewith
two (2) copies of SEC Form 17-Q with Management’s Discussion and Analysis and accompanying unaudited
consolidated financial statements for the nine months (9) months ended September 30, 2018.

Very truly yours,

/s/ Ma. Lourdes C. Rausa-Chan
MA. LOURDES C. RAUSA-CHAN
Corporate Secretary
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PART I - FINANCIAL INFORMATION

Item 1. Consolidated Financial Statements

Our consolidated financial statements as at September 30, 2018 (unaudited) and December 31, 2017 (audited) and for
the nine months ended September30, 2018 and 2017 (unaudited) and related notes (pages F-1 to F-151) are filed as
part of this report on Form 17-Q.

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

In the following discussion and analysis of our financial condition and results of operations, unless the context

indicates or otherwise requires, references to “we,” “us,” “our” or “PLDT Group” mean PLDT Inc. and its consolidated
subsidiaries, and references to “PLDT” mean PLDT Inc., not including its consolidated subsidiaries (please see Note 2 —
Summary of Significant Accounting Policies to the accompanying unaudited consolidated financial statements for the
list of these subsidiaries, including a description of their respective principal business activities and PLDT’s direct
and/or indirect equity interest).

The following discussion and analysis of our financial condition and results of operations should be read in
conjunction with the accompanying unaudited consolidated financial statements and the related notes. Our unaudited
consolidated financial statements, and the financial information discussed below, have been prepared in accordance
with Philippine Financial Reporting Standards, or PFRS, which is virtually converged with International Financial
Reporting Standards as issued by the International Accounting Standards Board. PFRS differs in certain significant
respects from generally accepted accounting principles, or GAAP, in the U.S.

The financial information appearing in this report and in the accompanying unaudited consolidated financial
statements is stated in Philippine pesos. Unless otherwise indicated, translations of Philippine peso amounts into U.S.
dollars in this report and in the accompanying unaudited consolidated financial statements were made based on the
exchange rate of Php54.10 to US$1.00, the exchange rate as at September 30, 2018 quoted through the Bankers
Association of the Philippines.

Some information in this report may contain forward-looking statements within the meaning of Section 27A of the
U.S. Securities Act of 1933, as amended, and Section 21E of the U.S. Securities Exchange Act of 1934, as
amended. We have based these forward-looking statements on our current beliefs, expectations and intentions as to
facts, actions and events that will or may occur in the future. Such statements generally are identified by
forward-looking words such as “believe,” “plan,” “anticipate,” “continue,” “estimate,

99 ¢ 9 ¢ 29 ¢ 29 ¢ 9 ¢ LT3

expect,” “may,” “will” or other similar

A forward-looking statement may include a statement of the assumptions or bases underlying the forward-looking
statement. We have chosen these assumptions or bases in good faith. These forward-looking statements are subject to
risks, uncertainties and assumptions, some of which are beyond our control. In addition, these forward-looking
statements reflect our current views with respect to future events and are not a guarantee of future

performance. Actual results may differ materially from information contained in the forward-looking statements as a
result of a number of factors, including, without limitation, the risk factors. When considering forward-looking
statements, you should keep in mind the description of risks and other cautionary statements in this report. You
should also keep in mind that any forward-looking statement made by us in this report or elsewhere speaks only as at
the date on which we made it. New risks and uncertainties come up from time to time, and it is impossible for us to
predict these events or how they may affect us. We have no duty to, and do not intend to, update or revise the
statements in this report after the date hereof. In light of these risks and uncertainties, you should keep in mind that
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actual results may differ materially from any forward-looking statement made in this report or elsewhere.
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Financial Highlights and Key Performance Indicators

Nine months ended

Increase
September 30, (Decrease)
2018 2017 Amount %
(amounts in million Php, except for EBITDA margin, earnings
per common share)
Consolidated Income Statement
Revenues 123,151 119,066 4,085 3
Expenses 101,593 96,495 5,098 5
Other income (expenses) (309 ) 5,307 (5,616) (106)
Income before income tax 21,249 27,878 (6,629) (24 )
Net income 16,326 21,942 (5,616) (26 )
Core income 18,895 23,189 4,294) (19 )
EBITDA 49,699 49,129 570 1
EBITDA margin() 43 % 43 % — —
Reported earnings per common share:
Basic 75.09 101.06 (25.97) (26 )
Diluted 75.09 101.06 (25.97) (26 )
Core earnings per common share(®:
Basic 87.25 107.12 (19.87) (19 )
Diluted 87.25 107.12 (19.87) (19 )
September Increase
30, December 31, (Decrease)
2018 2017 Amount %
(amounts in million Php, except for net debt to equity ratio)
Consolidated Statements of Financial Position
Total assets 470,841 459,444 11,397 2
Property and equipment 194,748 186,907 7,841 4
Cash and cash equivalents and short-term investments 50,052 33,979 16,073 47
Total equity attributable to equity holders of PLDT 109,478 106,842 2,636 2
Long-term debt, including current portion 179,223 172,611 6,612 4
Net debt® to equity ratio 1.18x 1.30x —
Nine months ended September
30, Change
2018 2017 Amount %
(amounts in million Php, except for operational data)
Consolidated Statements of Cash Flows
Net cash provided by operating activities 42,622 27,355 15,267 56
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Net cash used in investing activities
Payment for purchase of property and equipment, including

capitalized interest
Net cash used in financing activities
Operational Data
Number of mobile subscribers
Prepaid®
Postpaid
Number of broadband subscribers
Fixed Line broadband
Fixed Wireless broadband
Number of fixed line subscribers
Number of employees:
Fixed Line
LEC
Others
Wireless
Others®

(17,988 )

40,484
(14,038 )

58,034,007
55,627,968
2,406,039
2,054,225
1,859,210
195,015
2,778,274
16,978
10,264
8,091
2,173
6,014

700

(4,843 )

10,993
(36,247 )

58,218,034
55,651,398
2,566,636
1,903,412
1,651,515
251,897
2,614,248
17,567
10,629
6,803
3,826
6,938

(DEBITDA margin for the period is measured as EBITDA divided by service revenues.
(2)Core earnings per common share, or EPS, for the period is measured as core income divided by the weighted

average number of outstanding common shares for the period.

(13,145 )

29,491
22,209

(184,027)
(23,430 )
(160,597)
150,813
207,695
(56,882 )
164,026
(589 )
(365 )
1,288
(1,653 )
(924 )
700

(271)

268
61

6 )

13
(23 )

G )
G )
19

43 )
(13 )

()Net debt is derived by deducting cash and cash equivalents and short-term investments from total debt (long-term

2

debt, including current portion).
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4)Beginning 2Q2017, the prepaid subscriber base excludes subscribers who did not reload within 90 days vis-a-vis
120 days previous cut-off.

O Includes Voyager headcount resulting from the transfer of Voyager Innovations Holdings Pte. Ltd., or VIH, from
Smart to PLDT Communications and Energy Ventures, Inc., or PCEV, in April 2018.

Weighted
average
Month rates
end
during
Exchange Rates — per US$ rates  the year
September 30, 2018 54.10 52.50
December 31, 2017 4996 50.41
September 30, 2017 50.83 50.24
December 31, 2016 4977 4748

Performance Indicators

We use a number of non-GAAP performance indicators to monitor financial performance. These are summarized
below and discussed later in this report.

EBITDA

EBITDA for the period is measured as net income excluding depreciation and amortization, amortization of intangible
assets, asset impairment on noncurrent assets, financing costs — net, interest income, equity share in net earnings
(losses) of associates and joint ventures, foreign exchange gains (losses) — net, gains (losses) on derivative financial
instruments — net, provision for (benefit from) income tax and other income — net. EBITDA is monitored by
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 PLDT’s performance with that of other companies in the technology, media and telecommunications sector. We
also present EBITDA because it is used by some investors as a way to measure a company’s ability 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. EBITDA 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, and 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 EBITDA. Our calculation of EBITDA may be different
from the calculation methods used by other companies and, therefore, comparability may be limited.

18



Edgar Filing: PLDT Inc. - Form 6-K

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 (losses) 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
management for each business unit separately for purposes of making decisions about resource allocation and
performance assessment. Also, core income is used by 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 limitations 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.

3
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Overview

We are the largest and most diversified telecommunications company in the Philippines which delivers data and
multimedia services nationwide. We have organized our business into business units based on our products and
services and have three reportable operating segments which serve as the bases for management’s decision to allocate
resources and evaluate operating performance:

Wireless — mobile telecommunications services provided by Smart Communications, Inc., or Smart, and Digitel
Mobile Philippines, Inc., or DMPI, our mobile service providers; Smart Broadband, Inc., or SBI, and Primeworld
Digital Systems, Inc., or PDSI, our wireless broadband service providers; and certain subsidiaries of PLDT Global
Corporation, or PLDT Global, our mobile virtual network operations, or MVNO, provider;
¥ixed 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., Bonifacio Communications Corporation,
PLDT Global and certain subsidiaries and Digitel, all of which together account for approximately 4% of our
consolidated fixed line subscribers; data center, cloud, big data, managed security services, managed IT services and
resellership provided by ePLDT, Inc., or ePLDT, IP Converge Data Services, Inc., or IPCDSI, and subsidiary, or
IPCDSI Group, ABM Global Solutions, Inc., or AGS, and its subsidiaries, or AGS Group, Curo Teknika, Inc. and
ePDS, Inc., or ePDS; business infrastructure and solutions, intelligent data processing and implementation services
and data analytics insight generation provided by Talas Data Intelligence, Inc., or Talas; distribution of Filipino
channels and content by Pilipinas Global Network Limited and its subsidiaries; and
Others — Voyager Innovations, Inc., or Voyager, and certain subsidiaries, our mobile applications and digital platforms
developers and mobile financial services provider; PCEV, PLDT Global Investment Holdings, Inc., Mabuhay
Investments Corporation, PLDT Global Investments Corporation, or PGIC, PLDT Digital Investments Pte. Ltd., or
PLDT Digital, and its subsidiaries, our investment companies.

As at September 30, 2018, our chief operating decision maker, or our Management Committee, views our business

activities in three business units: Wireless, Fixed Line and Others.

Management’s Financial Review
In addition to consolidated net income, we use EBITDA and core income to assess our operating performance. The
reconciliation of our consolidated net income to our consolidated EBITDA and our consolidated core income for the

nine months ended September 30, 2018 and 2017 are set forth below.

The following table shows the reconciliation of our consolidated net income to our consolidated EBITDA for the nine
months ended September 30, 2018 and 2017:

2018 2017
(amounts in
million Php)
Consolidated net income 16,326 21,942
Add (deduct) adjustments:
Depreciation and amortization 27,500 25,547
Financing costs — net 5,292 5,628
Provision for income tax 4,923 5,936
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Foreign exchange losses — net

Amortization of intangible assets

Impairment of investments

Noncurrent asset impairment

Equity share in net earnings of associates and joint ventures
Gains on derivative financial instruments — net

Interest income

Other income — net

Total adjustments

Consolidated EBITDA

891 787
641 622
60 778
— 389

199 ) (2,734)
(1,053) (650 )
(1,396 ) (1,023)
(3,286 ) (8,093)
33,373 27,187
49,699 49,129
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The following table shows the reconciliation of our consolidated net income to our consolidated core income for the

nine months ended September 30, 2018 and 2017:

Consolidated net income

Add (deduct) adjustments:

Depreciation due to shortened life of property and equipment

Foreign exchange losses — net

Investment written-off

Impairment of investments

Core income adjustment on equity share in net losses of associates and joint ventures
Noncurrent asset impairment

Net income attributable to noncontrolling interests

Unrealized gain in fair value of Rocket Internet investment

Gains on derivative financial instruments — net, excluding hedge costs
Net tax effect of aforementioned adjustments

Total adjustments

Consolidated core income

Results of Operations

2018 2017
(amounts in
million Php)
16,326 21,942
4,511 —

891 787
362 —

60 778

45 66

— 389
(57 ) 64 )
(1,089) —
(1,091) (818 )
(1,063) 109
2,569 1,247

18,895 23,189

The following table shows the contribution by each of our business segments to our consolidated revenues, expenses,
other income (expense), income (loss) before income tax, provision for income tax, net income (loss)/segment profit
(loss), EBITDA, EBITDA margin and core income for the nine months ended September 30, 2018 and 2017. In each
of the nine months ended September 30, 2018 and 2017, majority of our revenues are derived from our operations
within the Philippines. Our revenues derived from outside the Philippines consist primarily of revenues from

incoming international calls to the Philippines.

In 2017, we changed the presentation of our expenses by combining certain line items to simplify our reporting while

maintaining the same level of information.

Inter-segment

Fixed

Wireless Line Others Transactions Consolidated
(amounts in million Php, except for EBITDA margin)

For the nine months ended September 30, 2018

Revenues 67,675 63,336 610 (8,470
Expenses 58,558 50,720 1,957 (9,642
Other income (expenses) 586 ) (960 ) 2,791 (1,554
Income (loss) before income tax 8,531 11,656 1,444 (382

) 123,151

) 101,593

) (309 )
) 21,249
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Provision for income tax 2,221 2,483 219

Net income (loss)/Segment profit (loss) 6,310 9,173 1,225
EBITDA 25,433 24,320 (1,226)
EBITDA margin() 41 % 40 % -210 %
Core income 9,514 8,982 781

For the nine months ended September 30, 2017
Revenues 70,271 58,075 8
Expenses 61,372 45,550

(382
1,172

(382

(9,288

4,923
16,326
49,699
43
18,895

119,066

%
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