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The Five Year Bonds shall be repaid at maturity at par (or 100% of face value) on September 1, 2017 and the
Seven Year Bonds shall be repaid at maturity at par (or 100% of face value) on June 1, 2019, unless Globe
exercises its early redemption option according to the conditions therefor or as otherwise set out in in this
Prospectus (see “Description of the Bonds” – “Redemption and Purchase” and “Payment in the Event of Default”
on pages 38 and 47).
Upon issuance, the Bonds shall constitute the direct, unconditional, unsubordinated, and unsecured obligations
of Globe and shall at all times rank pari passu and rateably without any preference or priority amongst
themselves and at least pari passu with all other present and future unsubordinated and unsecured obligations of
Globe, other than obligations preferred by law. Pursuant to the laws on concurrence and preference of credits,
the Bonds shall effectively be subordinated in right of payment to, among others, all of Globe’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 37).
The Bonds have been rated PRS Aaa by the Philippine Rating Services Corporation (“PhilRatings”) on April 24,
2012.The rating denotes Globe’s strong capacity to meet its financial commitment on the obligations. A 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 rating agency concerned.
The Bonds are offered to the public at face value through the Joint Lead Underwriters named below with the
Philippine Depository & Trust Corporation (“PDTC”) as the Registrar of the Bonds. It is intended that upon
issuance, the Bonds shall be issued in scripless form, with PDTC maintaining the scripless Register of
Bondholders, and listed in the Philippine Dealing & Exchange Corporation (“PDEx”). The Bonds shall be issued
in minimum denominations of P50,000.00 each, as a minimum, and in integral multiples of P10,000.00
thereafter. The Bonds shall be traded in denominations of P10,000.00 in the secondary market.
Globe expects to raise gross proceeds of up to P10,000,000,000.00.The net proceeds are estimated to be at
least P9,903,332,066.40 after deducting fees, commissions and expenses relating to the issuance of the Bonds.
Proceeds of the Offer shall be used to partially fund capital expenditures requirements of the Company, which
shall be discussed further in the section entitled “Use of Proceeds” on page 28 of this Prospectus. The Joint
Lead Underwriters shall receive a fee of 0.35% on the final aggregate nominal principal amount of the Bonds
issued.
On March 19, 2012, Globe 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
P10,000,000,000.00. 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.
There can be no assurance in respect of: (i) whether Globe would issue such debt securities at all; (ii) the size or
timing of any individual issuance or the total issuance of such debt securities; or (iii) the specific terms and
conditions of any such issuance. Any decision by Globe to offer such debt securities will depend on a number of
factors at the relevant time, many of which are not within Globe’s control, including but not limited to: prevailing
interest rates, the financing requirements of Globe’s business and prospects, market liquidity and the state of the
domestic capital market, and the Philippine, regional and global economies in general.
Globe confirms that this Prospectus contains all material information relating to the Company, its affiliates and
subsidiaries, as well as 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. Globe confirms that it has made all reasonable
inquiries with respect to any information, data and analysis(ses) provided to it by its advisors and consultants or
which is otherwise publicly available for inclusion into this Prospectus. Globe, however, has not independently
verified any or all such publicly available information, data or analysis(ses).
The price of securities can and does fluctuate, and any individual security may experience upward or downward
movements, and may even become valueless. There is an inherent risk that losses may be incurred rather than
profit made as a result of buying and selling securities. An investment in the Bonds described in this Prospectus
involves a certain degree of risk. A prospective purchaser of the Bonds should carefully consider several factors
inherent to the Company (detailed in “Risk Factors and Other Considerations” section on page 16 of this
Prospectus) such as risks pertinent to the industry and operational risks relevant to the Philippines vis-à-vis risks
inherent to the Bonds, in addition to the other information contained in this Prospectus, in deciding whether to
invest in the Bonds.
Neither the delivery of this Prospectus nor any sale made pursuant to the Offering shall, under any circumstance,
create any implication that the information contained or referred to in this Prospectus is accurate as of any time
subsequent to the date hereof. The Joint Lead Underwriters do not make any representation or warranty,
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express or implied, as to the accuracy or completeness of the information contained in this Prospectus.
The contents of this Prospectus are not to be considered as definitive legal, business or tax advice. Each
prospective purchaser of the Bonds receiving a copy of this Prospectus acknowledges that he has not relied on
the Joint Lead Underwriters in his investigation of the accuracy of any information found in this Prospectus or in
his investment decision. Prospective purchasers 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” for a discussion of certain considerations with respect to an investment in the
Bonds.
No dealer, salesman or other person has been authorized by Globe and the Joint Lead Underwriters to give any
information or to make any representation concerning the Bonds other than as contained herein and, if given or
made, any such other information or representation should not be relied upon as having been authorized by
Globe or the Joint Lead Underwriters.
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Globe is organized under the laws of the Philippines. Its principal office is at the 5 Floor, Globe Telecom Plaza I,
Pioneer Corner Madison Streets, Mandaluyong City, Philippines with telephone number (632) 730-2000.

ALL REGISTRATION REQUIREMENTS HAVE BEEN MET
INFORMATION CONTAINED HEREIN ARE TRUE AND CORRECT.
GLOBE TELECOM, INC.

Chief Financial Officer and Treasurer

iii

AND

ALL

TABLE OF CONTENTS
FORWARD-LOOKING STATEMENTS .................................................................................................... 1	
  
DEFINITION OF TERMS ......................................................................................................................... 2	
  
EXECUTIVE SUMMARY.......................................................................................................................... 7	
  
SUMMARY OFTHE OFFERING ............................................................................................................ 14	
  
RISK FACTORS AND OTHER CONSIDERATIONS ............................................................................. 16	
  
PHILIPPINE TAXATION......................................................................................................................... 24	
  
USE OF PROCEEDS ............................................................................................................................. 28	
  
DETERMINATION OF OFFER PRICE .................................................................................................. 30	
  
PLAN OF DISTRIBUTION...................................................................................................................... 31	
  
DESCRIPTION OF THE BONDS ........................................................................................................... 35	
  
INTERESTS OF NAMED EXPERTS ..................................................................................................... 56	
  
DESCRIPTION OF BUSINESS.............................................................................................................. 58	
  
DESCRIPTION OF PROPERTIES......................................................................................................... 85	
  
CERTAIN LEGAL PROCEEDINGS ....................................................................................................... 88	
  
MARKET PRICE OF AND DIVIDENDS ON GLOBE ’S
COMMON EQUITY AND RELATED STOCKHOLDER MATTERS ....................................................... 91	
  
MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS............................................................... 99	
  
DIRECTORS, EXECUTIVE OFFICERS AND CONTROL PERSONS ................................................ 127	
  
EXECUTIVE COMPENSATION ........................................................................................................... 135	
  
SECURITY OWNERSHIP OF MANAGEMENT AND CERTAIN
RECORD AND BENEFICIAL OWNERS .............................................................................................. 139	
  
DESCRIPTION OF DEBT .................................................................................................................... 141	
  
CORPORATE GOVERNANCE ............................................................................................................ 142	
  
FINANCIAL INFORMATION ................................................................................................................ 143	
  

i

FORWARD-LOOKING STATEMENTS
This Prospectus contains forward-looking statements that are, by their nature, subject to
significant risks and uncertainties. These forward-looking statements include, without limitation,
statements relating to:
 the Company’s business and investment strategy;
 its capital expenditure plans;
 its dividend policy;
 its financial condition and results of operations;
 the anticipated availability of bank and other forms of financing; and
 the industry outlook generally.
The words “anticipate,” “believe,” “estimate,” “expect,” “intend,” “seek,” “plan,” “may,” “will,”
“would,” “could” and similar expressions, as they relate to the Company, are intended to identify
a number of these forward-looking statements. These forward-looking statements are subject to
risks, uncertainties and assumptions, some of which are beyond the Company’s control. In
addition, these forward-looking statements reflect current views of the Company 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:
 general economic, political and other conditions in the Philippines;
 the Company’s management’s expectations and estimates concerning its future financial
performance;
 the Company’s level of indebtedness;
 the Company’s capital expenditure program and other liquidity and capital resources
requirements;
 the size and growth of the Company’s customer base;
 inflation in the Philippines and any devaluation of the Peso;
 existing and future governmental regulation; and
 the risk factors discussed in this Prospectus as well as other factors beyond the Company’s
control.
The Company does not intend to update or otherwise revise the forward-looking statements in
this Prospectus, whether as a result of new information, future events or otherwise, unless
material within the purview of the Securities Regulation Code (SRC) and other applicable laws,
the mandate of which is to enforce investor protection. Because of these risks, uncertainties and
assumptions, the forward-looking events and circumstances discussed in this Prospectus might
not occur in the way the Company expects, or at all. Investors should not place undue reliance
on any forward-looking information.
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DEFINITION OF TERMS
As used in this Prospectus, the following terms shall have the meanings ascribed to them:
“Application to Purchase” shall mean the document to be executed by any Person or entity
qualified to become a Bondholder.
“Associate” shall refer to an entity, including unincorporated entity such as a partnership over
which the investor has significant influence and that is neither a subsidiary nor an interest in a
joint venture.
“Ayala” refers to Ayala Corporation.
“Ayala Group” refers to Ayala Corporation and its subsidiaries and affiliates.
“Banking Day” or “Business Day” shall be used interchangeably to refer to any day when
commercial banks and foreign exchange markets are open for business in the cities of
Mandaluyong, Makati, and Manila, Metro Manila, except Saturday and Sunday and any legal
holiday not falling on either a Saturday or Sunday.
“Bankruptcy” means, with respect to any Person, (a) that such Person has (i) made an
assignment for the benefit of creditors; (ii) filed a voluntary petition in bankruptcy; (iii) been
adjudged bankrupt, or insolvent; or had entered against such Person an order of relief in any
bankruptcy or insolvency proceeding; (iv) filed a petition or an answer seeking for such Person
any reorganization, arrangement, composition, readjustment, insolvent, liquidation, dissolution
or similar relief under any statute, law or regulation or filed an answer or other pleading
admitting or failing to contest the material allegations of a petition filed against such Person in
any proceeding of such nature; or (v) sought, consented to, or acquiesced in the appointment of
a trustee, receiver or liquidator of such Person or of all or any substantial part of such Person’s
properties; (b) 60 days have elapsed after the commencement of any proceeding against such
Person seeking reorganization, arrangement, composition, readjustment, insolvent, liquidation,
dissolution or similar relief under any statute, law or regulation and such proceeding has not
been dismissed; or (c) 60 days have elapsed since the appointment without such Person’s
consent or acquiescence of a trustee, receiver or liquidator of such Person or of all or any
substantial part of such Person’s properties and such appointment has not been vacated or
stayed or the appointment is not vacated within 60 days after the expiration of such stay.
“BDO Capital” shall refer to BDO Capital & Investment Corporation.
“Beneficial Owner” shall mean any person (and “Beneficial Ownership” shall mean ownership
by any person) who, directly or indirectly, through any contract, arrangement, understanding,
relationship or otherwise, has or shares voting power, which includes the power to vote or to
direct the voting of such security; and/or investment returns or power in respect of any security,
which includes the power to dispose of, or to direct the disposition of, such security; provided,
however, that a person shall be deemed to have an indirect beneficial ownership interest in any
security which is held by:
i.
ii.
iii.

members of his immediate family sharing the same household;
a partnership in which he is a general partner;
a corporation of which he is a controlling shareholder; or
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iv. subject to any contract, arrangement or understanding, which gives him voting power or
investment power with respect to such securities; provided, however, that the following
persons or institutions shall not be deemed to be beneficial owners of securities held by
them for the benefit of third parties or in customer or fiduciary accounts in the ordinary
course of business, so long as such securities were acquired by such persons or
institutions without the purpose or effect of changing or influencing control of the issuer:
a.
b.
c.
d.
e.
f.
g.

A broker dealer;
An investment house registered under the Investment Houses Law;
A bank authorized to operate as such by the Bangko Sentral ng Pilipinas;
An insurance company subject to the supervision of the Office of the
Insurance Commission;
An investment company registered under the Investment Company Act;
A pension plan subject to regulation and supervision by the Bureau of
Internal Revenue and/or the Securities and Exchange Commission or
relevant authority; and
A group in which all of the members are persons specified above.

“BIR” shall mean the Bureau of Internal Revenue.
“Bonds” shall refer collectively to the Five Year Bonds and the Seven Year Bonds in the
aggregate principal amount of up to P10,000,000,000, to be issued by Globe and which shall
mature on September 1, 2017 and June 1, 2019 respectively.
“Bond Agreements” shall mean the Trust Indenture between the Issuer and the Trustee, and
the Registry and Paying Agency Agreement between the Issuer, the Registrar and the Paying
Agent.
“Bondholder” shall mean a Person whose name appears, at any time, as a holder of the
Bonds in the Register of Bondholders.
“BPI” shall refer to Bank of the Philippine Islands, an affiliate of the Ayala Group.
“BPI Capital” shall refer to BPI Capital Corporation.
“BSP” shall mean Bangko Sentral ng Pilipinas.
“Cash Settlement Account” means an account designated by a Bondholder into which shall
be credited the interests, principal, and other payments on the Bonds.
“Five Year Bonds” shall mean the fixed rate Bonds due 2017.
“Five Year Bonds Interest Payment Date” shall mean September 1, 2012 for the first Interest
Payment Date, and March 1, June 1, September 1 and December 1 of each year for each
subsequent Interest Payment Date at which the Bonds are outstanding, or the subsequent
Business Day if such Interest Payment Date is not a Business Day.
“Government” shall refer to the Government of the Republic of the Philippines.
“Globe Group” shall refer collectively to Globe Telecom, Inc., Innove Communications, Inc., GXchange, Inc., Entertainment Gateway Group Corporation, EGGstreme (Hong Kong) Limited,
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GTI Business Holdings, Inc., GTI Corporation (US), and Globe Telecom HK Limited (Hong
Kong).
“HSBC” shall refer to The Hongkong and Shanghai Banking Corporation Limited.
“Issue Date” shall mean, with respect to each series of the Bonds, the date on which the
Bonds shall be issued by the Issuer.
“Joint Lead Managers and Joint Lead Underwriters” shall refer to BPI Capital, BDO Capital,
HSBC and RCBC Capital, the entities appointed as joint lead managers and joint lead
underwriters for the Bonds pursuant to the Underwriting Agreement.
“Lien” shall mean any mortgage, pledge, lien or encumbrance constituted on any of the
Issuer’s properties for the purpose of securing its or its Subsidiaries ‘obligations.
“Majority Bondholders” shall mean, at any time, the Bondholder or Bondholders who hold,
represent or account for more than 50% of the aggregate outstanding principal amount of the
relevant Bonds, provided that, in respect of any matter presented for resolution at any meeting
of Bondholders that affect the rights and interests of only the holders of the Five Year Bonds,
holders of Five Year Bonds, exclusively, will be considered for quorum and approval purposes;
and in respect of any matter presented for resolution at any meeting of Bondholders that affect
the rights and interests of only the holders of the Seven Year Bonds, holders of Seven Year
Bonds, exclusively, will be considered for quorum and approval purposes.
“Globe” or the “Company” or the “Issuer” shall refer to Globe Telecom, Inc.
“Master Certificate of Indebtedness” shall mean the certificate to be issued by the Issuer to
the Trustee evidencing and covering such amount corresponding to the Bonds.
“Material Adverse Effect” means a material adverse effect on (a) the ability of the Issuer to
perform or comply with its material obligations, or to exercise any of its material rights, under the
Bond Agreements in a timely manner, (b) the business, operations or financial condition of the
Issuer; or (c) the rights or interests of the Bondholders under the Bond Agreements or any
security interest granted pursuant thereto.
“Maturity Date” for the Five Year Bonds shall mean September 1, 2017 which is five years and
three months from Issue date and for the Seven Year Bonds shall mean June 1, 2019 which is
seven years after the Issue Date; provided that, in the event that any of the Maturity Dates falls
on a day that is not a Business Day, the Maturity Date shall be automatically extended to the
immediately succeeding Business Day.
“NTC” shall mean National Telecommunications Commission of the Philippines.
“Offer” shall mean the issuance of Bonds by the Issuer under the conditions as herein
contained.
“Offer Period” shall refer to the period, commencing within two Business Days from the date of
the issuance of the SEC Permit To Sell Securities, during which the Bonds shall be offered to
the public.
“OFW” means Overseas Filipino Workers.
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“Paying Agent” shall refer to Philippine Depository and Trust Corporation, the party which shall
receive the funds from the Issuer for payment of 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.
“Payment Account” means the account to be opened and maintained by the Paying Agent
designated by the Issuer and solely managed by the Paying Agent, in trust and for the
irrevocable benefit of the Bondholders, into which the Issuer shall deposit the amount of the
interest payments, principal payments, and all other payments due on the Bonds on a relevant
Payment Date and exclusively used for such purpose, the beneficial ownership of which shall
always remain with the Bondholders.
“Payment Date” means each date on which payment for interest, principal, and all other
payments due on the Bonds become due.
“PDEx” shall refer to the Philippine Dealing & Exchange Corp.
“PDTC” shall refer to the Philippine Depository & Trust Corporation, the central depository and
clearing agency of the Philippines which provides the infrastructure for handling the lodgment of
the scripless Bonds and the electronic book-entry transfers of the lodged Bonds in accordance
with the PDTC Rules, and its successor-in-interest.
“PDTC Participant” shall refer to a participant in good standing qualified to participate in the
PDTC system of scripless trading.
“PDTC Rules” shall mean the SEC-approved rules of the PDTC, including the PDTC Operating
Procedures and PDTC Operating Manual, as may be amended, supplemented, or modified from
time to time.
“Pesos”, “P”, and “Philippine currency” shall mean the legal currency of the Republic of the
Philippines.
“Philippines” shall mean the Republic of the Philippines.
“PhilRatings” shall mean Philippine Rating Services Corporation.
“PFRS” shall mean Philippine Financial Reporting Standards.
“PSE” shall refer to the Philippine Stock Exchange.
“RCBC Capital” shall refer to RCBC Capital Corporation.
“Register of Bondholders” shall mean the electronic record of the issuances, sales and
transfers of the Bonds to be maintained by the Registrar pursuant to and under the terms of the
Paying Agency and Registry Agreement.
“Registrar” shall refer to the Philippine Depository and Trust Corporation, being the registrar
appointed by the Issuer to maintain the Register of Bondholders pursuant to the Paying Agency
and Registry Agreement.
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“SEC” means the Philippine Securities and Exchange Commission.
“SEC Permit” shall mean the Permit to Sell Securities issued by the SEC in connection with the
Offer.
“Security Interest” shall mean mortgage, pledge, lien, charge, assignment, hypothecation or
security interest or any other agreement or arrangement having the effect of conferring security
howsoever and wherever created or arising and whether consensual or nonconsensual.
“Seven Year Bonds” shall mean the fixed rate Bonds due in 2019.
“Seven Year Bonds Interest Payment Date” shall mean September 1, 2012 for the first
Interest Payment Date, and March 1, June 1, September 1 and December 1 of each year for
each subsequent Interest Payment Date at which the Bonds are outstanding, or the subsequent
Business Day if such Interest Payment Date is not a Business Day.
“SIM” means subscriber identity module.
“SingTel” or “STI” means Singapore Telecom Int’l. Pte. Ltd.
“Subsidiary” shall mean, with respect to Globe, any corporation directly or indirectly controlled
by it, whether by way of ownership of at least 50% of the total issued and outstanding capital
stock of such corporation, or the right to elect at least 50% of the number of directors in such
corporation, or the right to control the operation and management of such corporation by reason
of management, contract or authority granted by said corporation to Globe.
“SRC” shall mean the Securities Regulation Code of the Philippines.
“Tax Code” shall mean the Tax Reform Act of 1997, as amended.
“Taxes” shall refer to any present or future taxes, including, but not limited to, documentary
stamp tax, levies, imposts, filing and other fees or charges imposed by the Republic of the
Philippines or any political subdivision or taxing authority thereof, including surcharges,
penalties and interests on said taxes, but excluding final withholding tax, gross receipts tax,
taxes on the overall income of the underwriter or of the Bondholders, value added tax, and
taxes on any gains realized from the sale of the Bonds.
“Trustee” shall refer to Bank of the Philippine Islands Asset Management and Trust Group, the
entity appointed by the Issuer which shall act as the legal title holder of the Bonds and shall
monitor compliance and observance of all covenants of and performance by the Issuer of its
obligations under the Bonds and enforce all possible remedies pursuant to such mandate.
“$” or “US$” shall refer to United States Dollars, being the currency of the United States of
America.
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This summary highlights information contained elsewhere in this Prospectus. Because it is a
summary, it does not contain all of the information that a prospective purchaser should consider
before investing. Prospective purchasers should read the entire Prospectus carefully, including
the section entitled “Risk Factors and Other Considerations” and the financial statements and
the related notes to those statements included in this Prospectus.
The Company
Globe Telecom, Inc. is a major provider of telecommunications services in the Philippines,
supported by over 5,700 employees and over 782,000 retailers, distributors, suppliers, and
business partners nationwide.
The Company operates one of the largest and most
technologically-advanced mobile, fixed line and broadband networks in the country, providing
reliable, superior communications services to individual customers, small and medium-sized
businesses, and corporate and enterprise clients. Globe currently has over 30 million mobile
subscribers, over 1,411,000broadband customers, and over 671,000 landline subscribers.
Globe’s principal executive offices are located at the 5th Floor, Globe Telecom Plaza, Pioneer
Highlands, Pioneer corner Madison Streets, Mandaluyong City, Metropolitan Manila,
Philippines.
Globe is one of the largest and most profitable companies in the country, and has been
consistently recognized both locally and internationally for its corporate governance practices. It
is listed on the Philippine Stock Exchange under the ticker symbol GLO and had a market
capitalization of US$3.4 billion as of the end of December 2011.
The Company’s principal shareholders are Ayala Corporation and Singapore Telecom, both
industry leaders in their respective countries. Aside from providing financial support, this
partnership has created various synergies and has enabled the sharing of best practices in the
areas of purchasing, technical operations, and marketing, among others.
Globe is committed to being a responsible corporate citizen. Globe BridgeCom, the company’s
umbrella corporate social responsibility program, leads and supports various initiatives that (1)
promote education and raise the level of computer literacy in the country, (2) support
entrepreneurship and micro-enterprise development particularly in the countryside, and (3)
ensures sustainable development through protection of the environment and excellence in
operations. Since its inception in 2003, Globe BridgeCom has made a positive impact on the
lives of thousands of public elementary and high school students, teachers, community leaders,
and micro-entrepreneurs throughout the country. For its efforts, Globe BridgeCom has been
recognized and conferred several awards and citations by various Philippine and international
organizations.
The Globe Group is composed of the following companies:
•

Globe Telecom, Inc. (Globe) provides mobile telecommunications services;

•

Innove Communications, Inc. (Innove), a wholly-owned subsidiary, provides fixed line
telecommunications and broadband services, high-speed internet and private data
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networks for enterprise clients, services for internal applications, internet protocolbased solutions and multimedia content delivery;
•

G-Xchange, Inc. (GXI), a wholly-owned subsidiary, provides mobile commerce
services under the GCash brand;

•

Entertainment Gateway Group Corporation and EGGstreme (Hong Kong) Limited
(EHL) (collectively referred here as EGG Group), is engaged in the development and
creation of wireless products and services accessible through telephones and other
forms of communication devices, it also provides internet and mobile value added
services, information technology and technical services including software
development and related services; and

•

GTI Business Holdings, Inc. (GTI), a wholly-owned subsidiary, is an investment
company with authority to provide VOIP services and its wholly owned subsidiaries:
GTI Corporation (GTIC US), a company organized under the General Corporation
Law of the State of Delaware for the purpose of engaging in any lawful act or activity,
and Globe Telecom HK Limited (GT HK), a limited company organized under the
Companies Ordinance of Hong Kong.

The Company is a grantee of various authorizations and licenses from the National
Telecommunications Commission (NTC) as follows: (1) license to offer and operate facsimile,
other traditional voice and data services and domestic line service using Very Small Aperture
Terminal (VSAT) technology; (2) license for inter-exchange services; and (3) Certificate of
Public Convenience and Necessity (CPCN) for: (a) international digital gateway facility (IGF) in
Metro Manila, (b) nationwide digital cellular mobile telephone system under the GSM standard
(CMTS-GSM), (c) nationwide local exchange carrier (LEC) services after being granted a
provisional authority in June 2005, and (d) international cable landing stations located in
Nasugbu, Batangas and Ballesteros, Cagayan.
Globe is organized along three key customer-facing units (CFUs) tasked to focus on the
integrated mobile and fixed line needs of specific market segments. The Company has a
Consumer CFU with dedicated marketing and sales groups to address the needs of retail
customers, and a Business CFU (Globe Business) focused on the needs of big and small
businesses. Globe Business provides end-to-end mobile and fixed line solutions and is
equipped with its own technical and customer relationship teams to serve the requirements of its
client base. Beginning 2011, Globe organized an International Business Group to serve the
voice and roaming needs of overseas Filipinos, whether transient or permanent. It also allows
the Company to leverage product portfolio on regional and global opportunities.
Business Segments
Mobile Business
Globe provides digital mobile communication services nationwide using a fully digital network
based on the Global System for Mobile Communication (GSM) technology. It provides voice,
data and value-added services to its mobile subscribers through three major brands: Globe
Postpaid, Globe Prepaid and TM.
Globe Postpaid includes all postpaid plans such as regular G-Plans, consumable G-FlexPlans,
Load Allowance Plans, Load Tipid, Apple TM iPhone 3G plans and high-end Platinum Plans. In
8
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2010, the Company further expanded its postpaid offerings to include MY SUPERPLAN and MY
FULLY LOADED PLAN which allow subscribers to personalize their plans, choose and combine
various unlimited call, text and web browsing service options. In addition to these personalized
plans, Globe has made available various add-on roaming and mobile browsing plans to cater to
the needs of its subscribers. In 2011, Globe consolidated its personalized and customizable
plan service with the launch of the All New My Super Plan where subscribers are given the
flexibility to create their own plans by either subscribing to an All-Unlimited Plan or an AllConsumable Plan. Subscribers also get the chance to design their plans based on their usage
by selecting the freebies and add-on services that would come with their subscriptions. To
further enhance their experience, subscribers are allowed to change the freebies and add-on
services monthly. Driven by the popularity of social networking sites as well as increased
smartphone penetration, Globe introduced a fully-customizable unlimited data plan to its
subscribers in mid-2011. The Unli Surf Combo Plan provides uninterrupted mobile surfing for
on-the-go subscribers without the need for a WiFi connection to satisfy their browsing needs.
Data plan subscriptions also come with consumable amounts which subscribers may use to
make local and international calls and texts. On top of this, subscribers also get bonus calls and
SMS which they may change monthly depending on their needs.
Globe Prepaid and TM are the prepaid brands of Globe. Globe Prepaid is targeted towards the
mainstream market. In 2011, the Company refreshed Globe Prepaid through its Today I Will
campaign which aims to support the aspirations of the Filipino youth aided by the brand’s suite
of products and services. Its unique brand proposition revolves around its innovative product
and service offerings, superior customer service, and Globe’s “worldwidest” services and global
network reach. TM, on the other hand, caters to the value-conscious segment of the market.
In addition to digital wireless communications, Globe also offers mobile payments and
remittance services under the GCash brand. GCash is an internationally acclaimed micro
payment service that transforms a mobile phone into a virtual wallet, enabling secure, fast, and
convenient money transfers at the speed and cost of a text message. Since the launch of
GCash, wholly-owned subsidiary GXI has established a wide network of local and international
partners that includes government agencies, utility companies, cooperatives, insurance
companies, remittance companies, universities, and commercial establishments which all
accept GCash as a means of payment for products and services.
Globe offers various top-up or reloading options and facilities for prepaid subscribers including
prepaid call and text cards, bank channels such as ATMs, credit cards, and through internet
banking. Subscribers can also top-up at over 782,000 AutoLoad Max retailers nationwide, all at
affordable denominations and increments. A consumer-to-consumer top-up facility, Share-ALoad, is also available to enable subscribers to share prepaid load credits via SMS. Globe’s
AutoLoad Max and Share-A-Load services are also available in selected OFW hubs all over the
world.
The Company has a loyalty and rewards program called My Rewards, My Globe for Globe
Prepaid subscribers and TM Astig Rewards for TM subscribers. Under the program, and based
on a defined scoring system, prepaid subscribers earn points based on tenure and
reload. Subscribers can use their points to redeem rewards including Globe and TM products,
travel mileage, and gift certificates from leading retail establishments. Globe Postpaid
subscribers outside the lock-up period can also earn points based on their monthly billed
amounts and length of stay with Globe. Rewards also include Globe products, as well as bill
rebates, gadgets, gift certificates, and travel mileage. Subscribers have the option to redeem
rewards instantly, or accumulate points to avail of higher-value rewards.
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Redeemed points in a form of telecom services is netted out against revenues whereas points
redeemed in the form of non-telco services such as gift certificates and other products are
reflected as marketing expense. At the end of each period, Globe estimates and records the
amount of probable future liability for unredeemed points.
Mobile Voice
Globe’s voice services include local, national and international long distance call services. It has
one of the most extensive local calling options designed for multiple calling profiles. In addition
to its standard, pay-per-use rates, subscribers can choose from bulk and unlimited voice
offerings for all-day or off-peak use, and in several denominations to suit different budgets.
Globe keeps Filipinos connected wherever they may be in the world, made possible by its tie-up
with over 600 roaming partners in more than 200 calling destinations worldwide. Globe also
offers roaming coverage on-board selected shipping lines and airlines, via satellite. Through its
Globe Kababayan program, Globe provides an extensive range of international call and text
services to allow OFWs (Overseas Filipino Workers) to stay connected with their friends and
families in the Philippines. This includes prepaid and reloadable call cards and electronic PINs
available in popular OFW destinations worldwide.
Mobile Data and Value-Added Services
Globe’s data services include local and international SMS offerings, mobile browsing and
content downloads. Globe also offers various bucket and unlimited SMS packages to cater to
the different needs and lifestyles of its postpaid and prepaid subscribers. Additionally, Globe
subscribers can send and receive Multimedia Messaging Service (MMS) pictures and video, or
do local and international 3G video calling.
Globe’s mobile browsing services allow subscribers to access the internet using their internetcapable handsets, devices or laptops with USB modems. Data access can be made using
various technologies including HSPA+, 3G with HSDPA, EDGE and GPRS. Browsing
subscribers also have multiple charging options available with Globe’s Flexible Mobile Internet
Browsing rates which allow subscribers to choose between time or usage-based rates. They
can also choose between hourly, daily or monthly browsing plans.
The Company offers a full range of downloadable content covering multiple topics including
news, information, and entertainment through its web portal. Subscribers can purchase or
download music, movie pictures and wallpapers, games, mobile advertising, applications or
watch clips of popular TV shows and documentaries as well as participate in interactive TV, do
mobile chat, and play games, among others.
Through Globe’s partnership with major banks and remittance companies, and using Globe’s
pioneering GCash platform, subscribers can perform mobile banking and mobile commerce
transactions.
Globe subscribers can complete international and domestic remittance
transactions, pay fees, utility bills and income taxes, avail of micro-finance transactions, donate
to charitable institutions, and buy Globe prepaid load credits using its GCash-activatedSIM.
Fixed Line and Broadband Business
Globe offers a full range of fixed line communications services, wired and wireless broadband
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access, and end-to-end connectivity solutions customized for consumers, SMEs (Small &
Medium Enterprises), large corporations and businesses.
Fixed Line Voice
Globe’s fixed line voice services include local, national and international long distance calling
services in postpaid and prepaid packages through its Globelines brand. Subscribers get to
enjoy toll-free rates for national long distance calls with other Globelines subscribers nationwide.
Additionally, postpaid fixed line voice consumers enjoy free unlimited dial-up internet from their
Globelines subscriptions. Low-MSF (monthly service fee) fixed line voice services bundled with
internet plans are available nationwide and can be customized with value-added services
including multi-calling, call waiting and forwarding, special numbers and voice mail. For
corporate and enterprise customers, Globe offers voice solutions that include regular and
premium conferencing, enhanced voice mail, IP-PBX solutions and domestic or international toll
free services.
Fixed Line Data
Fixed line data services include end-to-end data solutions customized according to the needs of
businesses. Globe’s product offerings include international and domestic leased line services,
wholesale and corporate internet access, data center services and other connectivity solutions
tailored to the needs of specific industries.
Globe’s international data services provide its corporate and enterprise customers with the most
diverse international connectivity solutions. Globe’s extensive data network allow customers to
manage their own virtual private networks, subscribe to wholesale internet access via managed
international private leased lines, run various applications, and access other networks with
integrated voice services over high-speed, redundant and reliable connections. In addition to
bandwidth access from multiple international submarine cable operators, Globe also has two
international cable landing stations situated in different locales to ensure redundancy and
network resiliency.
The Company’s domestic data services include data center solutions such as business
continuity and data recovery services, 24x7 monitoring and management, dedicated server
hosting, maintenance for application-hosting, managed space and carrier-class facilities for colocation requirements and dedicated hardware from leading partner vendors for off-site
deployment.
Other fixed line data services include premium-grade access solutions combining voice,
broadband and video offerings designed to address specific connectivity requirements. These
include Broadband Internet Zones (BIZ) for broadband-to-room internet access for hotels, and
Internet Exchange (GiX) services for bandwidth-on-demand access packages based on
average usage.
Broadband
Globe offers wired, fixed wireless, and fully mobile internet-on-the-go services across various
technologies and connectivity speeds for its residential and business customers. Tattoo@Home
consists of wired or DSL broadband packages bundled with voice, or broadband data-only
services which are available at download speeds ranging from 256 kbps up to 3 mbps. In
selected areas where DSL is not yet available, Globe offers Tattoo WiMAX, a fixed wireless
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broadband service using its WiMAX network. Meanwhile, for consumers who require a fully
mobile, internet-on-the-go broadband connection, Tattoo On-the-Go allows subscribers to
access the internet using HSPA+, 3G with HSDPA, EDGE, GPRS or Wi-Fi at various hotspots
nationwide using a plug-and-play USB modem. This service is available in both postpaid and
prepaid packages. In addition, consumers in selected urban areas who require faster
connections have the option to subscribe to TattooTorque broadband plans using leading edge
GPON (Gigabit Passive Optical Network) technology with speeds of up to 100 mbps.
Summary of Financial Information
The following tables present summary financial information of the Company and its Subsidiaries (or
“Globe Group”) and should be read in conjunction with the annual consolidated financial statements and
the interim condensed consolidated financial statements contained in this Prospectus and the section
entitled “Management Analysis and Discussion of Financial Condition and Results of Operations."
Globe Group
For the Year Ended

Results of Operations (Php Mn)

31-Dec

31-Dec

YoY

2011

2010

Change
(%)

Net Operating Revenues ………………………………………...….
Service Revenues……………………………………………….…..
1
Mobile ………………………………………………………….....
Broadband……………………………………………………...….
Fixed line Data………………………………………………...…..
Fixed line Voice……………………………………………….…..
Non-Service Revenues………………………………………….….
Costs and Expenses ………………………………………………...
Cost of Sales…………………………………………………………
Operating Expenses ………………………………………………..
EBITDA …………………………………………………………………
EBITDA Margin………………………………………………………..
Depreciation and Amortization……………………………………..
EBIT …………………………………………………………………….
EBIT Margin……………………………………………………………
Financing……………………………………………………………….
Interest Income……………………………………………………….
Others - net…………………………………………………………….
Provision for Income Tax……………………………………………
Net Income After Tax (NIAT)………………………………………..
2
Core Net Income …………………………………………………….

71,564
67,811
53,953
7,496
3,792
2,570
3,753
36,460
5,888
30,572
35,104
52%
18,941
16,163
24%
(2,554)
297
191
(4,265)
9,832
10,030

65,548
62,555
50,503
5,748
3,488
2,816
2,993
32,009
4,239
27,770
33,539
54%
18,086
15,453
25%
(1,603)
219
(31)
(4,293)
9,745
9,075

9%
8%
7%
30%
9%
-9%
25%
14%
39%
10%
5%
5%
5%
-59%
36%
-716%
-1%
1%
11%

1

2010 mobile service revenues include a one-time upward adjustment amounting to P526 million representing prepaid load credits
that have either expired or have already been used up.
2
Core net income is net income after tax (NIAT) but excluding foreign exchange and mark-to-market gains (losses), and nonrecurring items.

EBITDA (Earnings before Interest, Taxes, Depreciation and Amortization) is calculated as service revenues less
1
2
subsidy and operating expenses . This measure provides useful information regarding a company’s ability to
generate cash flows, incur and service debt, finance capital expenditures and working capital changes. As the
Company’s method of calculating EBITDA may differ from other companies, it may not be comparable to similarly
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titled measures presented by other companies.
1

Handset/ SIM subsidies represent the difference between the sales price collected from the subscriber and the
original cost of the handset or SIM or cost of sales less non-service revenues.
2
Operating expenses – incurred in transacting normal business operations. Operating expense include administrative,
selling, rent, provisions, services, maintenance expenses but exclude property and equipment - related gains and
losses and financing.
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SUMMARY OFTHE OFFERING
Issuer

Globe Telecom, Inc.

Instrument .....................

Five (5) and Seven (7) year fixed rate bonds (the “Bonds”) in
the aggregate principal amount of up to P10,000,000,000.

Use of Proceeds............

The net proceeds of the issue shall be used to partially
finance the Company’s capital expenditure requirements in
2012.

Offer Price ....................

100% of face value.

Form and Denomination
of the Bonds ..................

The Bonds shall be issued in scripless form in minimum
denominations of P50,000.00 each, and in integral multiples
of P10,000.00 thereafter.

Offer Period....................

The Offer shall commence on May 21, 2012 and end on May
25, 2012.

Issue Date .....................

Five Year Bonds: June 1, 2012
Seven Year Bonds: June 1, 2012

Maturity Date .................

Five Year Bonds: September 1, 2017
Seven Year Bonds: June 1, 2019

Interest Rate..................

Five Year Bonds: Fixed interest rate of 5.75% p.a.
Seven Year Bonds: Fixed interest rate of 6.00% p.a.

Interest Payment……….

Interest on the Five Year Bonds shall be calculated on a
30/360-day count basis and shall be paid quarterly in arrears
starting on September 1, 2012 for the first Interest Payment
Date, and March 1, June 1, September 1 and December 1of
each year thereafter, for as long as the Five Year Bonds
remain outstanding.
Interest on the Seven Year Bonds shall be calculated on a
30/360-day count basis and shall be paid quarterly in arrears
starting on September 1, 2012 for the first Interest Payment
Date, and March 1, June 1, September 1 and December 1of
14
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each year thereafter for as long as the Seven Year Bonds
remain outstanding.

Early Redemption
Option

Prior to final maturity, the Company may redeem (in whole but
not in part only) the outstanding Five Year Bonds and/ or
Seven Year Bonds starting two (2) years before the relevant
Maturity Date and on the anniversary thereafter (the “Optional
Redemption Dates”), in accordance with the following
schedule:

Optional Redemption Date
Five Year
Bonds
Seven
Year
Bonds

rd

On the 3 Year from Issue Date
th
On the 4 Year from Issue Date
rd
th
On the 3 Month of the 5 Year
from Issue Date
th
On the 6 Year from Issue Date

Early
Redemption
Price
101.0%
100.5%
101.0%
100.5%

The Company shall give no less than thirty (30) nor more than
sixty (60) 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 at
the Interest Payment Date stated in such notice. The amount
payable to the Bondholders in respect of any such redemption
shall be calculated as the sum of (i) the relevant Early
Redemption Price applied to the principal amount of the then
outstanding Bonds being redeemed and (ii) all accrued
interest on the Bonds as of the relevant Optional Redemption
Date.

Final Redemption………

The Bonds shall be redeemed at 100% of face value on their
respective Maturity Dates, unless earlier redeemed by the
Company.

Status of the Bonds…….

The Bonds shall constitute the direct, unconditional,
unsubordinated, and unsecured obligations of Globe and shall
at all times rank pari passu and rateably without any
preference or priority amongst themselves and at least pari
passu with all other present and future unsubordinated and
unsecured obligations of Globe, other than obligations
preferred by law.
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RISK FACTORS AND OTHER CONSIDERATIONS
GENERAL RISK WARNING
The price of securities can and does fluctuate, and any individual security may experience
upward or downward movements, and may even become valueless. There is an inherent risk
that losses may be incurred rather than profit may be realized as a result of buying and selling
securities. Past performance is not a guide to future performance. There is an extra risk of
losing money when securities are bought from smaller companies. There may be a big
difference between the buying price and the selling price of these securities. An investor deals
with a range of investments each of which investments may carry a different level of risk.
PRUDENCE REQUIRED
The declaration of risks in this Section disclosure does not purport to disclose all the risks and
other significant aspects of investing in these securities. An investor must undertake its, his or
her own research and study on the value and worth of securities subject of this Prospectus
before commencing any trading activity. Investors may request information both on the
securities and Issuer thereof from the SEC which are available to the public for a fee.
PROFESSIONAL ADVICE
An investor should seek professional advice if he or she is uncertain of, or has not understood,
any aspect of the securities to invest in or the nature of risks involved in trading securities
especially those considered to be high-risk.
RISK FACTORS
An investment in the Bonds described in this Prospectus involves a certain degree of risk. A
prospective purchaser of the Bonds should carefully consider the following factors, in addition to
the other information contained in this Prospectus, in making decisions whether or not to invest
in the Bonds. This Prospectus contains forward-looking statements that involve risks and
uncertainties. Globe adopts what it considers conservative financial and operational controls
and policies to manage its business risks. Globe’s actual results may differ significantly from
the results discussed in the forward-looking statements. See section “Forward-Looking
Statements” of this Prospectus. Factors that might cause such differences, thereby making the
offering speculative or risky, may be summarized into those that pertain to the business and
operations of Globe, in particular, and those that pertain to the over-all political, economic, and
business environment, in general. These risk factors and the manner by which these risks shall
be managed are presented below.
Investors should carefully consider all the information contained in this Prospectus including the
risk factors described below in the order of their importance, before making a decision to invest
in the Bonds. The Company's business, financial condition and results of operations could be
materially adversely affected by any of these risk factors. The market price of the Bonds could
decline due to any one of these risks.
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RISKS RELATING TO THE INDUSTRY AND OPERATIONAL RISKS
1. Highly regulated environment
The Globe Group is regulated by the NTC for its telecommunications business, and by the SEC
and the BSP for other aspects of its business. The introduction of, changes in, or the
inconsistent or unpredictable application of laws or regulations from time to time, may materially
affect the operations of Globe, and ultimately the earnings of the Company which could impair
its ability to service debt. There is no assurance that the regulatory environment will support any
increase in business and financial activity for Globe.
The government’s communications policies have been evolving since 1993 when former
President Fidel V. Ramos initiated a more liberalized Philippine communications industry.
Changes in regulations or government policies or differing interpretations of such regulations or
policies have affected, and will continue to affect Globe’s business, financial condition and
results of operation. The NTC was established in 1979 to act as an independent regulatory body
to oversee, administer and implement the policies and procedures governing the
communications industry. The NTC grants licenses for varied terms. It may grant a long-term
license, called a certificate of public convenience and necessity (“CPCN”). Globe has obtained
CPCNs for its international gateway facility (“IGF”), local exchange carrier (“LEC”), cellular
mobile telephony service (“CMTS”), and interexchange carrier (“IXC”) services. Though valid for
25 years, the NTC may amend certain terms of a CPCN, or revoke it for cause, subject to due
process procedures. Additionally, the exercise of regulatory power by regulators, including
monetary regulators, may be subject to review by the courts on the complaint of affected
parties.
No assurance can be given that the regulatory environment in the Philippines will remain
consistent or open. Current or future policies may affect the business and operations of Globe.
2. Competitive industry
Competition remains intense in the Philippine telecommunications industry as current operators
seek to increase market share with aggressive offerings while new entrants serve to further
heighten the competitive dynamics amidst a maturing mobile market. Globe’s principal
competitors are the PLDT/SMART and Digitel groups. Other players licensed to provide mobile
services include Bayantel, which has yet to launch its mobile services, and Extelcom.
The Philippine telecommunications industry continues to be dominated by the mobile segment
which contributed an estimated 70% of total industry revenues in 2011, higher than the 66%
contribution it registered in 2010. Mobile subscriber growth has slowed down with the nominal
penetration rate now estimated at 97%. Industry revenue growth has likewise slowed in recent
years, and has actually contracted in 2010 in spite of the significant rise in voice and data traffic.
Aggressive price competition have contributed to the decline in industry revenues in 2010, and
the continued shift in traffic from the standard pay-per-use services to unlimited and bucket
offers have put pressure on industry revenues and margins. The strong peso has also
negatively affected US$-linked revenues. For 2011, mobile industry revenues have recovered
from 2010’s decline, rising 1% against the prior year.
The continued growth and development of the mobile industry will depend on many factors. Any
significant economic, technological or regulatory development could result in either a slowdown
or growth in demand for mobile services and may impact Globe’s business, revenues and net
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income. Globe’s mobile revenues in 2011 and 2010 accounted for 80% and 81%, respectively
of its total service revenues.
Management of Risks Related to Industry
Globe’s fundamental strengths and strategies to address the risks related to competition in the
industry are discussed on pages 62 of this Prospectus.
3. Operational Risk
The quality and reliability of Globe’s telecom services are dependent on the stability of its
network, and the networks of the other service providers with which it interconnects. These
networks are vulnerable to damage or service interruptions due to natural disasters,
catastrophes, acts of war or terrorism, system failures, among others, which could lead to
subscriber loss, foregone revenues, and damaged brand reputation.
Globe also is dependent on key suppliers and third party providers for the supply and
maintenance of equipment and services that the company needs to operate its network and
operate its business. Supply chain problems could cause delays and disrupt the company’s
operations.
Management of Risks Related to Operations
Over the years, Globe has made several investments towards building a more geographically
diverse network – including its second Fiber Optic Backbone Network (“FOBN”) for its domestic
transmission network, and additional international submarine cable facilities such as Tata Global
Network – Intra Asia cable system (“TGN-IA”) which was completed in March 2009 and
Southeast Asia Japan Cable System (“SJC”) which is expected to be operational by the second
half of 2012. The network modernization program also encompasses the construction of a more
resilient and business continuity capable network that includes not just the transmission layer
but also the core network and facilities.
For its network modernization program, Globe is shifting from a multi-vendor to single vendor
network with Huawei as the selected technology partner. For its Information Technology (IT)
transformation programs, Globe has selected Amdocs, a global market leader in customer
experience systems and innovation. While a single-vendor set-up carries concentration risks, it
also brings significant benefits and synergies including higher bundling discounts, lower
maintenance costs, reduced operational risks with better hardware and software compatibility
across components. Huawei also has committed to establish a Joint Innovation Center (JIC)
with Globe to bring the latest technological developments to the country. Through JIC, Globe
hopes to learn best practices and tap into the latest developments of the 17 R&D centers that
Huawei has around the world.
Risk Management Process of the Company
Cognizant of the dynamism of the business and the industry and in line with its goal to
continuously enhance value for its stakeholders, Globe Telecom has put in place a robust risk
management process.
As part of its annual planning cycles, senior management and key leaders regularly conduct an
enterprise–wide assessment of risks focused on identifying the key risks that could threaten the
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achievement of Globe’s business objectives, both at the corporate and business unit level, as
well as specific plans to mitigate or manage such risks.
Risks are prioritized, depending on their impact to the overall business and the effectiveness by
which these are managed. Risk mitigation strategies are developed, updated and continuously
reviewed for effectiveness, and are monitored through various control mechanisms.
Globe employs a two-dimensional view of risk monitoring. Business unit or functional group
level leaders regularly monitor the status of operational, legal, financial, project risks that may
threaten the achievement of defined business outcomes and are accountable for the completion
of the approved mitigation plans meant to address the risks to the business. Senior
management’s oversight of enterprise level risks includes strategic risks, major programme
risks, regulatory risks and the status of risk mitigation plans as they relate to the attainment of
key business objectives.
4. Foreign Exchange Risk
Globe’s foreign exchange risk results primarily from movements of the Philippine peso (PHP)
against the US dollar (USD) with respect to its USD-denominated financial assets, liabilities,
revenues and expenditures. Approximately 24% of its revenues are in USD while substantially
all of its capital expenditures are in USD. In addition, 11%, 15% and 14% of debt as of
December 31, 2011, 2010 and 2009, respectively, are denominated in USD before taking into
account any swap and hedges.
Globe’s foreign exchange risk management policy is to maintain a hedged financial position
after taking into account expected USD flows from operations and financing transactions. It
enters into short-term foreign currency forwards and long-term foreign currency swap contracts
in order to achieve this target.
The Company mitigates its foreign exchange risk through the following:
First, the Company has foreign currency-linked revenues which include those (a) billed in
foreign currency and settled in foreign currency; (b) billed in pesos at rates linked to a foreign
currency tariff and settled in pesos, or (c) fixed line monthly service fees and the corresponding
application of the Currency Exchange Rate Adjustment (CERA) mechanism under which Globe
has the ability to pass the effects of local currency depreciation to its subscribers.
Second, Globe enters into short-term currency forwards to manage foreign exchange exposure
related to foreign currency denominated monetary assets and liabilities while it enters into long
term foreign currency and interest rate swap contracts to manage foreign exchange and interest
rate exposures of certain long term foreign currency denominated loans.
There are no assurances that declines in the value of the Peso will not occur in the future or that
the availability of foreign exchange will not be limited. Recurrence of these conditions may
adversely affect Globe’s financial condition and results of operations.
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RISKS RELATING TO THE PHILIPPINES
The growth and profitability of Globe will be influenced by the overall political and economic
situation of the Philippines. Any political or economic instability in the future may have a
negative impact on the Company’s financial results.
1. Economic considerations
The Philippines has in the past experienced periods of slow or negative growth, high inflation,
and volatility in its exchange rate.
In 2011, the Philippine economy grew at a relatively slower pace compared to the strong growth
posted last year. This decline was primarily driven by the sharp decrease in exports, and lower
than expected government spending, coupled with the continued weakness in international
economic climate, on the back of the sluggish recovery of the US economy, and the slowdown
in the Eurozone that tested the strength of the financial markets. Regional trade flows were
disrupted due to the string of natural calamities that hit Japan and Thailand.
Gross Domestic Product for the year grew at a slower 3.7% compared to the 7.3% growth
posted last year. This growth was supported by the 2.6% increase in the service sector on the
back of increased real estate, renting, and business activities as well as strong finance and
private services that continued to benefit from the global outsourcing trends, although at a
decreasing pace. The industry sector also slowed down, growing 1.9% year on year compared
to the 12.1% growth in 2010. This was mainly due to the 4.7% growth in manufacturing and the
4.1% growth in mining and quarrying. These were partially offset by the slowdown seen in
utilities sector as well as in construction, as the 6.3% increase in private construction failed to
offset the 29.4% decline in public works. The Agriculture, Fishery and Forestry (AFF) sector, on
the other hand, reversed its 0.5% decline last year and grew by 2.6% despite the continued
decline in the fishing industry group.
On the demand side, private consumption, which comprises over 70% of the country’s total
GDP, grew by 6.1% in 2011 on the back of increased credit activity driven by high liquidity and
declining inflation. The increased consumption was also supported by the increased strength of
OFW remittances, which increased from US$18.8 billion in 2010 to US$20.1 billion in 2011.
Tempering this growth was the 3.8% decrease in exports due to lower exported goods due to
the slowdown in global trade. Capital formation, likewise, showed signs of weaker growth, with
fixed capital formation growing a mere 2.7% due to a decline in construction spending.
In 2011, Fitch Ratings (“Fitch”) upgraded the country’s credit rating on long-term foreign
obligations to BB+ from BB, noting that the country was on-track to meet its medium-term fiscal
development goals. This upgrade puts the country’s rating a notch below investment grade,
Moody’s likewise upgraded the ratings of the country’s foreign and local currency long-term
bond to Ba2, 2 notches below investment grade. Looking forward, the Aquino administration is
optimistic that the Philippines will be receiving a ratings upgrade, namely from Standard &
Poor’s (“S&P) and Moody’s. Both ratings agencies upgrading the country’s outlook from stable
to positive, with S&P raising its watch in December 2011 and Moody’s raising it in January
2012.
Various economic experts expect a moderate improvement in economic growth for the year
ahead from the 3.7% posted in 2011 to 4.5% in 2012, with public spending poised to increase.
This will provide a stable base from which the country can anchor its economic expansion;
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however, this projected growth remains fragile as the global economy remains at an unsteady
state with the euro zone threatening to enter a mild recession as its debt crisis remains
unresolved. Adding to the uncertainty, economic expansion remains tied to the recovery of
exports, and continued strength of OFW remittances, which are both subject to the global risks.
Furthermore, business process outsourcing, the country’s fastest growing segment, faces the
new risk of the tightening US market as well as the new US economic plan that aims to
encourage “in-sourcing” through different incentives. These events could negatively impact the
country’s growth prospects and as such, could materially and adversely affect Globe’s business,
financial condition and results of operations, including Globe’s ability to enhance the growth of
its subscriber base, improve its revenue base and implement its business strategies.
2. Political considerations
The Philippines has from time to time experienced political, social and military instability. In
February 1986, a peaceful civilian and military uprising ended the 21-year rule of President
Ferdinand Marcos and installed Corazon Aquino as President of the Philippines. Between 1986
and 1989, there were a number of attempted coups d’état against the Aquino administration,
none of which was successful.
Political conditions in the Philippines were generally stable during the mid to late 1990s
following the election of Fidel Ramos as President in 1992. His successor, Joseph Estrada was
the subject of various allegations of corruption. Following impeachment proceedings, mass
public protests and the withdrawal of support by the military on corruption charges, President
Estrada left Malacanang Palace. Then Vice President Gloria Macapagal-Arroyo was sworn in as
President on January 20, 2001. On March 2, 2001, the Philippine Supreme Court ruled that
President Estrada resigned as President and dismissed his petition challenging President
Arroyo as the de jure 14th President of the Philippines. President Arroyo was likewise subjected
to various impeachment complaints during her term. These impeachment complaints involved
various allegations including the manipulation of the results of the presidential election in 2004,
corruption and bribery. These complaints have fueled mass protests led by various causeoriented groups calling for the President to resign.
The Philippines held its most recent elections in May 2010, which marked the first attempt of the
Commission on Elections to implement a computerization of the national elections that includes
presidential, legislative and local positions. The elections have been deemed a success, with
the automation of the process and the relative decrease in election-related violence adding
credibility to the results. In June 2010, Benigno “Noynoy” Aquino III was inaugurated as the 15th
President of the Philippines. The son of the late former President Corazon Aquino garnered
over 40% of the vote and has injected the country with renewed optimism.
The next presidential elections will be held in 2016. In May 2013, the Philippines will be holding
midterm elections where 12 of the 24 seats of the Senate and all of the seats of the House of
Representatives will be elected.
On the judiciary, the Chief Justice of the Philippine Supreme Court, Renato Corona, was
impeached when a total of 188 congressmen signed an impeachment complaint against the
Chief Justice for graft and corruption, betrayal of the public trust and culpable violation of the
Philippine Constitution. The impeachment complaint is currently with the Philippine Senate for
trial. The impeachment trial, which has been estimated to last anywhere between 3 to 12
months, began on January 16, 2012. Chief Justice Corona was appointed by Former President
Gloria Macapagal-Arroyo, and becomes the first Philippine Chief Justice to be impeached and
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placed on trial.
Despite the recent successful national elections, there can be no assurance that the future
political environment in the Philippines will be stable or future governments will adopt economic
policies conducive to sustaining economic growth. The growth and profitability of Globe may be
influenced by the overall political and economic situation of the Philippines. Any political
instability in the Philippines could negatively affect the country’s general economic
conditions which in turn could adversely affect Globe’s business, financial condition or results of
operations.
RISKS RELATING TO THE BONDS
Liquidity Risk
The Philippine securities markets are substantially smaller, less liquid and more concentrated
than major securities markets. The Company cannot guarantee that the market for the Bonds
will always be active or liquid. 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 at prices and volumes at instances best deemed appropriate by their holders.
Reinvestment Risk
Prior to final maturity , the Company may redeem (in whole but not in part only) the outstanding
Bonds starting two (2) years before the relevant Maturity Date and on the anniversary thereafter
(the “Optional Redemption Dates”) (see "Description of the Bonds –Early Redemption Option").
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 Bondholders 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 Bond’s market value moves (either up or down) depending on the change in interest rates.
The Bonds when sold in the secondary market are worth more if interest rates decrease since
the Bonds have a higher interest rate relative to the market. Likewise, if prevailing interest rate
increases, the Bonds are worth less when sold in the secondary market. Therefore, an investor
faces possible loss if he decides to sell.
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 is notarized, such
that no other loan or debt facility to which the Issuer is a party shall have preference of priority
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over the Bonds as accorded to public instruments under Article 2244(14) of the Civil Code of the
Philippines, and all banks and lenders under any such loans or facilities 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 following is a discussion of the material Philippine tax consequences of the acquisition,
ownership and disposition of the Bonds. This general description does not purport to be a
comprehensive description of the Philippine 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 Philippine tax
consequence in light of particular situations of acquiring, owning, holding and disposing of the
Bonds in such other jurisdictions. This discussion is based upon laws, regulations, rulings, and
income tax conventions (treaties) in effect at the date of this Prospectus.
The tax treatment of a holder of Bonds may vary depending upon such holder’s particular
situation, and certain holders 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 Philippines and who is not a citizen thereof; a “non-resident alien” is an individual whose
residence is not within the Philippines and who is not a citizen of the Philippines. A non-resident
alien who is actually within the Philippines for an aggregate period of more than 180 days during
any calendar year is considered a “non-resident alien doing business in the Philippines,”
otherwise, such non-resident alien who is actually within the Philippines for an aggregate period
of 180 days or less during any calendar year is considered a “non-resident alien not doing
business in the Philippines.” A “resident foreign corporation” is a non-Philippine corporation
engaged in trade or business within the Philippines; and a “non-resident foreign corporation” is a
non-Philippine corporation not engaged in trade or business within the Philippines.
TAXATION OF INTEREST
The Tax Code provides that interest-bearing obligations of Philippine residents are Philippinesourced 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 25%.
Interest income received by domestic corporations 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.
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 15% 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,
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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. Availing of such reduced tax treaty rates will require confirmation of entitlement
thereto from the BIR, as discussed below.
TAX-EXEMPT OR TAX-REDUCED STATUS
Bondholders who are exempt from or are not subject to final withholding tax on interest income
may avail of such exemption by submitting the necessary documents. Said Bondholder shall
submit the following requirements to the Registrar, or to the Underwriters or selling agents
(together with their completed Application to Purchase) who shall then forward the same to the
Registrar: (i)a copy of the original tax exemption certificate, ruling or opinion issued by the BIR
addressed to the Applicant confirming the exemption, and certified by an authorized officer of
the Applicant as being a true copy of the original on file with the Applicant; (ii) a duly notarized
undertaking, in prescribed form, executed by (ii.a) the Corporate Secretary or any authorized
representative, who has personal knowledge of the exemption based on his official functions, if
the Bondholder purchases the Bonds for its account, or (ii.b) the Trust Officer, if the Bondholder
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 individual directional investment
management accounts (i.e. Long-Term Investment Management Account, Investment Accounts
or Living Trust Fund, among others), declaring and warranting its tax-exempt status or
preferential rate entitlement, undertaking to immediately notify the Issuer and the Registrar and
Paying Agent of any suspension or revocation of the tax exemption certificates or preferential
rate entitlement, and agreeing to indemnify and hold the Issuer and Registrar and Paying Agent
free and harmless against any claims, actions, suits, and liabilities arising from the nonwithholding of the required tax; and (iii) such other documentary requirements as may be
reasonably required under the applicable regulations of the relevant taxing or other authorities
for purposes of claiming tax treaty relief, which shall include a copy of the duly filed tax treaty
relief application with the International Tax Affairs Division of the BIR as required under BIR
Revenue Memorandum Order No. 72-2010; 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 reasonable evidence of such exemption to the Registrar and Paying
Agent.
Bondholders may transfer their Bonds at anytime, regardless of tax status of the transferor visà-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 in PDEx may be allowed between taxable and tax-exempt entities without restriction
provided the same are in accordance with the relevant rules, conventions and guidelines of
PDEx and the depositary. A selling or purchasing Bondholder claiming tax-exempt status is
required to submit the following documents to the Issuer, within three (3) Business Days from
settlement date: (i) a written notification of the sale or purchase, including the tax status of the
selling or buying party, and (ii) an indemnity agreement wherein the new Bondholder undertakes
to indemnify the Issuer for any tax or change that may later on be assessed from the Issuer on
account of such transfer.
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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 12% value-added tax. The term
“gross receipt” means gross selling price less acquisition cost of the Bonds 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:
On 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 or less
Maturity period is more than five years

5%
1%

In case the maturity period referred above is shortened through pre-termination or otherwise
redeemed by the Issuer pursuant to the Terms and Conditions, 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 P1.00 for each
P200, or fractional part 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 proportional amount in accordance with the ratio of its term in number of days to
365 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. Any applicable documentary stamp taxes on the original
issue shall be paid by the Issuer 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 holder of the Bonds 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 holder’s basis in the Bonds. Such gain or loss
is likely to be deemed a capital gain or loss assuming that the holder has held Bonds as capital
assets.
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Under the Tax Code, any gain realized from the sale, exchange or retirement of securities,
debentures and other certificates of indebtedness with an original 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. As the Bonds have maturities of
five and three months and seven years, any gains realized by a holder on the trading of Bonds
shall be exempt from income tax.
In case of an individual taxpayer, only 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 months.
An exercise by a Bondholder of the Optional Redemption as allowed under the Terms and
Conditions would each be considered a sale for purposes of such tax. However, given that the
amount to be received by the Bondholder in each case is limited to the par value plus accrued
but unpaid interest, there should be no income tax due on the call option or such redemption,
provided that the Bondholder’s acquisition cost is not lower than the par value of the Bonds.
Estate and Donor’s Tax
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 5% to 20%, if the net estate is over P200,000. 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 (ii) at progressive rates ranging from 2% to 15%
if the net gifts made during the calendar year exceed P100,000 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 donor’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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Following the offer and sale of up to P10,000,000,000.00 of Fixed Rate Bonds, Globe expects
that the net proceeds of the Offering shall amount to approximately P9,903,332,066.40 after
fees, commissions and expenses.
Net proceeds from the Offering are estimated to be at least as follows:
P10 Billion Issue Size
Total
P 10,000,000,000.00

Estimated proceeds from the sale of Bonds
Less: Estimated expenses
Documentary Stamp Tax
SEC Registration
SEC Registration Fee and Legal
Research
Publication Fee
Underwriting and Other Professional Fees
Underwriting Fee
Legal Fee – Joint Lead Underwriters
Rating Fee
Listing Application Fee
Printing Cost
Trustee Fees
Miscellaneous fees

Estimated net proceeds

	
  
50,000,000.00
3,093,125.00
146,400.00
37,634,408.60
1,120,000.00
4,200,000.00
224,000.00
100,000.00
50,000.00
100,000.00

P

9,903,332,066.40

Aside from the foregoing one-time costs, Globe expects the following annual expenses related
to the Bonds:
1) Aside from the Listing Application Fee, the Issuer will be charged the first year Annual
Maintenance Fee per security in advance upon the approval of the Listing;
2) The Issuer will pay a yearly retainer fee to the Trustee amounting to P150,000.00 per
annum; and,
3) After the Issue Date, a Paying Agency fee with a minimum of P10,000.00 and a
maximum of P100,000.00.is payable every interest payment date. The Registrar will
charge a monthly maintenance fee based on the face value of the Bonds and the
number of Bondholders.
Net Proceeds from the Offering will be used by Globe to partially fund the Company’s capital
expenditure requirements in 2012.
The Company’s planned capital expenditures (“CAPEX”) for 2012 total to aboutUS$750 – 800
million1 in capital expenditures. This includes US$530 million2 for the Company’s network and
1
2

Php 32,184,750,000.00 - Php 34,330,400,000.00, exchange rate of US$1:42.913 as of 17 May 2012.
Php 22,743,890,000.00, exchange rate of US$1:42.913 as of 17 May 2012.
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IT transformation initiatives and about US$220 – 270 million3 in investments for its fixed line
network, submarine cable facilities, IT infrastructure, and other selling and general capital
expenditures.

3

Php 9,440,860,000.00 – Php 11,586,510,000.00, exchange rate of US$1:42.913 as of 17 May 2012.
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DETERMINATION OF OFFER PRICE
The Bonds shall be issued at 100% of principal amount or face value.
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PLAN OF DISTRIBUTION
THE OFFER
On March 19, 2012, Globe filed a Registration Statement, as subsequently amended, 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 up to P10,000,000,000.00. 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 Globe would issue such debt
securities at all; (ii) the size or timing of any individual issuance or the total issuance of such
debt securities; or (iii) the specific terms and conditions of any such issuance. Any decision by
Globe to offer such debt securities will depend on a number of factors at the relevant time, many
of which are not within Globe’s control, including but not limited to: prevailing interest rates, the
financing requirements of Globe’s business and prospects, market liquidity and the state of the
domestic capital market, and the Philippine, regional and global economies in general.
THE UNDERWRITERS OF THE OFFER
BPI Capital Corporation, BDO Capital& Investment Corporation, The Hongkong and Shanghai
Banking Corporation Limited and RCBC Capital Corporation, pursuant to an Underwriting
Agreement with Globe executed on May 18, 2012 (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 Offer Price, and have also committed to underwrite up to Ten Billion Pesos
(P10,000,000,000) on a firm basis subject to the satisfaction of certain conditions and in
consideration of certain fees and expenses.
Each of the Joint Lead Underwriters has committed to underwrite the Offer up to the amount
indicated below:
BPI Capital
BDO Capital
HSBC
RCBC Capital
TOTAL

P3,100,000,000.00
P2,300,000,000.00
P2,300,000,000.00
P2,300,000,000.00
P10,000,000,000.00

There is no arrangement for the Underwriters to return to Globe 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 Globe. There is no arrangement as well giving the
underwriters the right to designate or nominate member(s) to the Board of Directors of Globe.
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 Globe or other
members of the Ayala Group of which Globe forms a part.
Except for BPI Capital, the Joint Lead Underwriters have no direct relations with Globe
Telecom, Inc. or with Ayala Corporation in terms of ownership by either of their respective major
stockholder/s. BPI Capital is a wholly-owned subsidiary of the Bank of the Philippine Islands

31

Plan of Distribution
(BPI). Globe and BPI are affiliated companies, each having Ayala Corporation as a major
shareholder.
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/investors. Nothing herein shall limit the
rights of the Joint Lead Underwriters from purchasing the Bonds for their own respective
accounts.
There are no persons to whom the Bonds are allocated or designated. The Bonds shall be
offered to the public at large and without preference.
The obligations of each of the Joint Lead Underwriters will be several, and not solidary, and
nothing in the Underwriting Agreement shall be deemed to create a partnership or joint venture
between and among any of the Joint Lead Underwriters. Unless otherwise expressly provided in
the Underwriting Agreement, the failure by a Lead Manager to carry out its obligations
thereunder shall neither relieve the other Joint Lead Underwriters of their obligations under the
same Underwriting Agreement, nor shall any Lead Manager be responsible for the obligation of
another Lead Manager.
OFFER PERIOD
The Offer Period shall commence on May 21, 2012 and end on May 25, 2012.
APPLICATION TO PURCHASE
Applicants may purchase the Bonds during the Offer Period by submitting to the Joint Lead
Underwriters properly completed Applications to Purchase, together with two signature cards,
and the full payment of the purchase price of the Bonds in the manner provided in said
Application to Purchase.
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 relative to the purchase of the Bonds and designating the
authorized signatory(ies) thereof.
Individual applicants must also submit, in addition to accomplished Application to Purchase and
its required attachments, a photocopy of any one of the following identification cards (ID),
subject to verification with the original ID: passport, driver’s license, postal ID, company ID,
SSS/GSIS ID and/or Senior Citizen’s ID.
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: (i)a copy of the original tax exemption
certificate, ruling or opinion issued by the BIR addressed to the Applicant confirming the
exemption, and certified by an authorized officer of the Applicant as being a true copy of the
original on file with the Applicant; (ii) a duly notarized undertaking, in the prescribed form,
executed by (ii.a) the Corporate Secretary or any authorized representative, who has personal
knowledge of the exemption based on his official functions, if the Bondholder purchases the
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Bonds for its account, or (ii.b) the Trust Officer, if the Bondholder 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 individual directional investment management accounts (i.e.
Long-Term Investment Management Account, Investment Accounts or Living Trust Fund,
among others),declaring and warranting its tax exempt status or preferential rate entitlement,
undertaking to immediately notify the Issuer and the Registrar and Paying Agent of any
suspension or revocation of the tax exemption certificates or preferential rate entitlement, and
agreeing to indemnify and hold the Issuer and the Registrar and Paying Agent free and
harmless against any claims, actions, suits, and liabilities arising from the non-withholding of the
required tax; and (iii) such other documentary requirements as may be reasonably required
under the applicable regulations of the relevant taxing or other authorities for purposes of
claiming tax treaty relief, which shall include a copy of the duly filed tax treaty relief application
with the International Tax Affairs Division of the BIR as required under BIR Revenue
Memorandum Order No. 72-2010; 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 reasonable evidence of such exemption to the Registrar and Paying Agent.
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
Underwriters. Acceptance by the Underwriters of the completed Application to Purchase shall
be subject to the availability of the Bonds and the acceptance by Globe. In the event that any
check payment is returned by the drawee bank for any reason whatsoever or the nominated
bank account to be debited is invalid, 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 (P50,000.00) shall be considered for acceptance.
Purchases in excess of the minimum shall be in multiples of Ten Thousand Pesos (P10,000.00).
ALLOTMENT OF THE BONDS
If 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 accomplished Applications to Purchase on a first-come, first-served basis, without
prejudice and subject to Globe’s exercise of its right of rejection.
ACCEPTANCE OF APPLICATIONS
Globe and the Joint Lead Underwriters reserve the right to accept or reject applications to
subscribe in the Bonds, and in case of oversubscription, allocate the Bonds available to the
applicants in a manner they deem appropriate. If any application is rejected or accepted in part
only, the application money or the appropriate portion thereof will be returned without interest by
the relevant Joint Lead Underwriters.
REFUNDS
If any application is rejected or accepted in part only, the application money or the appropriate
unused portion thereof shall be returned without interest to such applicant through the Joint
Lead Underwriters with whom such application to purchase the Bonds was made.
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PAYMENTS
The Paying Agent shall open and maintain a Payment Account, which shall be operated solely
and exclusively by said Paying Agent in accordance with the Registry and Paying Agency
Agreement and the PDTC Rules, provided that beneficial ownership of the Payment Account
shall always remain with the Bondholders. The Payment Account shall be used exclusively for
the payment of the relevant interest and principal on each Payment Date.
The Paying Agent shall maintain the Payment Account for six (6) months from the relevant
Maturity Date or Optional Redemption Date or date of early redemption other than Optional
Redemption Date. Upon closure of the Payment Account, any balance remaining in such
Payment Account shall be returned to the Issuer and shall be held by the Issuer in trust and for
the irrevocable benefit of the Bondholders with unclaimed interest and principal payments.
PURCHASE AND CANCELLATION
The Issuer may purchase the Bonds at any time in the open market or by tender or by contract
at any price without any obligation to make pro-rata purchases from all Bondholders. Bonds so
purchased shall be redeemed and cancelled and may not be re-issued.
SECONDARY MARKET
Globe intends to list the Bonds in the PDEx. Globe may purchase the Bonds at any time without
any obligation to make pro-rata purchases of Bonds from all Bondholders.
REGISTRY OF BONDHOLDERS
The Bonds shall be issued in scripless form and shall be registered in the scripless Register of
Bondholders maintained by the Registrar. 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
Registrar. Initial placement of the Bonds and subsequent transfers of interests in the Bonds
shall be subject to applicable prevailing Philippine selling restrictions. 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. Transfers of ownership shall be
effected through book-entry transfers in the scripless Register of Bondholders.
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The following does not purport to be a complete listing of all the rights, obligations, or privileges of the
Bonds. Some rights, obligations, or privileges may be further limited or restricted by other documents.
Prospective investors are enjoined to carefully review the Articles of Incorporation, By-Laws and
resolutions of the Board of Directors and Shareholders of Globe, the information contained in this
Prospectus, the Trust Indenture, Underwriting Agreement, Registry and Paying Agency Agreement and
other agreements relevant to the Offer. Prospective investors are likewise encouraged to consult their
legal counsels and accountants in order to be better advised of the circumstances surrounding the issued
Bonds.

The Board of Directors of Globe Telecom, Inc. (the “Issuer”) authorized, through a resolution
unanimously passed and approved on February 10, 2012, the issuance of up
toP10,000,000,000.00principal amount of fixed rate bonds in Five Year Bonds at 5.75% p.a. and
Seven Year Bonds at 6.00% p.a.
A Trust Indenture was executed on May 18, 2012 (the “Trust Indenture”) and entered into by the
Issuer and BPI Asset Management and Trust Group (the “Trustee”). The Trustee is an
independent unit of BPI, which is in turn approximately 33% owned by Ayala Corporation as of
December 31, 2011, one of Globe’s principal shareholder. The Trustee operates under, and has
been appointed by Globe in accordance with, the relevant trust licenses and authorities issued
to it by the BSP. There are certain business relationships between BPI and Globe that are
undertaken under arm’s length terms. BPI and Globe each own 40% of the equity of the former
Pilipinas Savings Bank, Inc. that is now known as BPI Globe BanKo, operating as Philippines’
first mobile microfinance bank (see description on Page 79). The Trustee also acts as the
trustee for certain of Globe’s retirement funds. Globe believes that none of these interests would
prevent or interfere with the Trustee’s exercising of its functions as such under the Trust
Indenture. The following description of and the terms and conditions of the Bonds is only a
summary and subject to the detailed provisions of the Trust Indenture.
A Registry and Paying Agency Agreement was executed on May 18, 2012 (the “Registry and
Paying Agency Agreement”) between the Issuer, Philippine Depository & Trust Corp. as paying
agent (the “Paying Agent”) and as registrar (the “Registrar”).
The Bonds shall be offered and sold through a general public offering in the Philippines, and
issued and transferable in minimum principal amounts of Fifty Thousand Pesos (P50,000.00)
and in multiples of Ten Thousand Pesos (P10,000.00) thereafter, and shall be traded in
denominations of Ten Thousand Pesos (P10,000.00) in the secondary market.
The Five Year Bonds shall mature on September 1, 2017 and the Seven Year Bonds shall
mature on June 1, 2019, unless earlier redeemed by the Issuer pursuant to the terms thereof
and subject to the provisions on redemption and payment as detailed below.
The Registrar and Paying Agent has no interest in or relation to Globe which may conflict with
its role as Paying Agent and as Registrar for the Offer. Alberto M. de Larrazabal, Globe’s Chief
Financial Officer and Treasurer is currently a member of the Philippine Dealing & Exchange
Corp. (PDEX), an affiliate of PDTC. In this capacity, neither Mr. de Larrazabal nor Globe has the
ability to control or direct the affairs of the Registrar and Paying Agent.
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

35

Description of the Bonds
Registrar, respectively. The holders of the Bonds (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 (P50,000.00) each as a minimum and in multiples of Ten Thousand Pesos
(P10,000.00) thereafter and traded in denominations of Ten Thousand Pesos
(P10,000.00) in the secondary market.
b) Title
Legal title to the Bonds shall 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 Offering shall be issued by the Registrar to all Bondholders following the
Issue Date. Upon any assignment, title to the Bonds shall pass by recording of the
transfer from the transferor to the transferee in the electronic Register of Bondholders
maintained by the Registrar. Settlement with respect to such transfer or change of title
on 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.
c) Bond Rating
The Bonds have been rated PRS Aaa by Philippine Rating Services Corporation
(“PhilRatings”) on April 24, 2012. According to PhilRatings, obligations rated PRS Aaa
are of the highest quality with minimal credit risk. In coming up with the rating,
PhilRatings considered the following factors: (i) strong, though moderated earnings
given keener competition; (ii) the company’s well-managed capital structure; (iii) strong
cash flow generation and adequate liquidity position, strong shareholder support; and
(iv) the proactive stance of management in addressing the need for improved network
quality and reliability.
The rating is subject to regular annual reviews, 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 PhilRatings determine that circumstances warrant a change.
2. Transfer of Bonds
a) Register of Bondholders
The Issuer shall 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,
subject to the terms of the Registry and Paying Agency Agreement. As required by Circular
No. 428-04 issued by the Bangko Sentral ng Pilipinas, the Registrar shall send each
Bondholder a written statement of registry holdings at least quarterly (at the cost of the
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Issuer), and a written advice confirming every receipt or transfer of the Bonds that is
effected in the Registrar’s system (at the cost of the relevant Bondholder). Such statement
of registry holdings shall serve as the confirmation of ownership of the relevant Bondholder
as of the date thereof. Any and/ or all 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.
b) Transfers; Tax Status
Bondholders may transfer their Bonds at anytime, regardless of tax status of the transferor
vis-à-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. 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 below under “Payment of Additional Amounts; Taxation”, within three
days of such transfer. 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
PDTC.
c) Secondary Trading of the Bonds
The Issuer intends to list the Bonds in PDEx for secondary market trading. The Bonds will
be traded in a minimum board lot size of P10,000.00 as a minimum, and in multiples of
P10,000.00 in excess thereof for so long as any of the Bonds are listed on PDEx.
Secondary market trading 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 PDTC, all of which shall be for the account of the Bondholders.
3. Ranking
The Bonds constitute direct, unconditional, unsecured and unsubordinated Peso
denominated obligations of the Issuer and shall 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 the Issuer, other than obligations
preferred by the law.
4. Interest
a) Interest Payment Dates
The Five Year Bonds bear interest on its principal amount from and including Issue Date at
the rate of 5.75% p.a., payable quarterly in arrears starting on September 1, 2012 for the
first Interest Payment Date, and March 1, June 1, September 1 and December 1 of each
year for each subsequent Interest Payment Date at which the Five Year Bonds are
outstanding, or the subsequent Business Day, without adjustment, if such Interest Payment
Date is not a Business Day.
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The Seven Year Bonds bear interest on its principal amount from and including Issue Date
at the rate of 6.00% p.a., payable quarterly in arrears starting on September 1, 2012 for the
first Interest Payment Date, and March 1, June 1, September 1 and December 1 of each
year for each subsequent Interest Payment Date at which the Seven Year Bonds are
outstanding, or the subsequent Business Day, without adjustment, if such Interest Payment
Date is not a Business Day.
The cut-off date in determining the existing Bondholders entitled to receive interest or
principal amount due shall be two (2) Business 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.
b) Interest Accrual
Each Bond shall accrue and bear interest from the Issue Date up to and including the
relevant Maturity Date or any Optional Redemption Date or date of early redemption other
than an Optional Redemption Date, as discussed in the section on “Redemption and
Purchase “below, 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 (see “Penalty Interest” below) shall apply.
c) Determination of Interest Amount
The interest shall be calculated on the basis of a 360-day year consisting of 12 months of 30
days each and, in the case of an incomplete month, the number of days elapsed on the
basis of a month of 30 days.
5. Redemption and Purchase
a) Final Redemption
Unless previously redeemed, purchased and cancelled, the Bonds shall be redeemed at par
or 100% of face value on their respective Maturity Dates. However if the relevant Maturity
Date is not a Business Day, payment of all amounts due on such date will be made by the
Issuer through the Paying Agent, without adjustment, on the succeeding Business Day.
b) Early Redemption Option
Prior to final maturity, the Issuer may redeem (in whole and not a part only) the
outstanding Five Year Bonds and/ or Seven Year Bonds starting two (2) years before
the relevant Maturity Date and on the anniversary thereafter (the “Optional
Redemption Dates”), in accordance with the following schedule:
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Five Year Bonds

Seven Year Bonds

Optional Redemption
Date
On the 3rd Year from
Issue Date
On the 4th Year from
Issue Date
On the 3rd Month of the
5th Year from Issue
Date
On the 6th Year from
Issue Date

Early Redemption Price
101.0%
100.5%
101.0%

100.5%

The Issuer shall give no less than thirty (30) nor more than sixty (60) days prior
written notice of its intention to redeem the Bonds, which notice shall be irrevocable
and binding upon the Issuer to effect such early redemption of the Bonds at the
Interest Payment Date stated in such notice.
The amount payable to the Bondholders in respect of any such redemption shall be
calculated as the sum of (i) the relevant Early Redemption Price applied to the
principal amount of the then outstanding Bonds being redeemed and (ii) all accrued
interest on the Bonds as of the relevant Optional Redemption Date.
c) Redemption for Tax Reasons
If 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 the Issuer, the
Issuer may redeem the Bonds in whole, but not in part, on any Interest Payment Date
(having given not more than 60 nor less than 30 days’ notice) at par plus accrued interest.
d) Purchase and Cancellation
The Issuer 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. Any Bonds so purchased shall be redeemed and cancelled and may not be
re-issued.
e) Change in Law or Circumstance
The following events shall be considered as changes in law or circumstances (“Change of
Law”) as it refers to the obligations of the Issuer and to the rights and interests of the
Bondholders under the Trust Indenture and the Bonds:
i.

Any government and/or non-government consent, license, authorization, registration
or approval now or hereafter necessary to enable Globe to comply with its
obligations under the Trust Indenture or the Bonds shall be modified in a manner
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which shall materially and adversely affect the ability of Globe to comply with such
obligations, or shall be withdrawn or withheld.
ii.

Any provision of the Trust Indenture or any of the related documents is or shall
become, for any reason, invalid, illegal or unenforceable to the extent that it shall
become for any reason unlawful for Globe 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 whole or in part, or any law shall be introduced to prevent or restrain
the performance by the parties hereto of their obligations under the Trust Indenture
or any other related documents.

iii.

Any concessions, permits, rights, franchise or privileges required for the conduct of
the business and operations of Globe shall be revoked, canceled or otherwise
terminated, or the free and continued use and exercise thereof shall be curtailed or
prevented, in such manner as to materially and adversely affect the financial
condition or operations of Globe.

6. Payments
The principal of, interest on, and all other amounts payable on the Bonds shall be paid by Globe
to the Bondholders through the Paying Agent pursuant to the Registry and Paying Agency
Agreement. On each Payment Date, on the basis of the payment report submitted by the
Registrar to Globe, Globe shall transfer to the Paying Agent for deposit into the Payment
Account such amount as may be required for the purpose of the payments due on the relevant
Payment Date. Pursuant to PDTC Rules, the Paying Agent shall pay, or cause to be paid, on
behalf of Globe on each Payment Date the total amounts due in respect of the Bonds by
crediting, net of taxes and fees, the Cash Settlement Account of the Bondholders. The Paying
Agent shall generate and send to each Bondholder a credit advice of payments credited to their
account. Payment by Globe to the Paying Agent via deposit into the Payment Account shall
discharge Globe of any and all liability for the relevant payments due under the Bonds.
The principal of, and interest on, and all other amounts payable on the Bonds shall be payable
in Philippine Pesos. Globe shall ensure that so long as any of the Bonds remains outstanding,
there shall at all times be a Paying Agent for purposes of the Bonds. In the event the Paying
Agent shall be unable or unwilling to continue to act as such, Globe shall appoint a qualified
financial institution in the Philippines authorized to act in its place. The Paying Agent may not
resign its duties or be removed without a successor having been appointed.
7. Payment of Additional Amounts - Taxation
Interest income on the Bonds is subject to a final withholding tax at rates between 20% and
30% depending on the tax status of the relevant Bondholder and subject to its claim of tax
exemption or preferential withholding tax rates under relevant law, regulation or tax treaty.
Except for such final withholding tax and as otherwise provided, all payments of principal and
interest are to 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 any. If such taxes or duties are imposed, the same shall be
for the account of the Issuer; provided however that, the Issuer shall not be liable for the
following:
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a) Income tax on any gain by a holder of the Bonds realized from the sale, exchange or
retirement of the said Bonds
b) The applicable final withholding tax on interest earned on the Bonds prescribed under
the Tax Reform Act of 1997, as amended and its implementing rules and regulations as
maybe in effect from time to time. Interest income on the Bonds is subject to a final
withholding tax at rates between 20% and 30% depending on the tax status of the
relevant Bondholder and subject to its claim of tax exemption or preferential withholding
tax rates under relevant law, regulation or tax treaty. 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
the Issuer as being sufficient in form and substance: (i) a copy of the original tax
exemption certificate, ruling or opinion issued by the BIR addressed to the Applicant
confirming the exemption, and certified by an authorized officer of the Applicant as being
a true copy of the original on file with the Applicant; (ii) a duly notarized undertaking, in
the prescribed form, executed by (ii.a) the Corporate Secretary or any authorized
representative, who has personal knowledge of the exemption based on his official
functions, if the Bondholder purchases the Bonds for its account, or (ii.b) the Trust
Officer, if the Bondholder is a universal bank authorized under Philippine law to perform
trust and fiduciary functions and purchase the Bonds pursuant to its management of taxexempt individual directional investment management accounts (i.e. Long-Term
Investment Management Account, Investment Accounts or Living Trust Fund, among
others), declaring and warranting its tax exempt status or preferential rate entitlement,
undertaking to immediately notify the Issuer and the Registrar and Paying Agent of any
suspension or revocation of the tax exemption certificates or preferential rate
entitlement, and agreeing to indemnify and hold the Issuer and the Registrar and Paying
Agent free and harmless against any claims, actions, suits, and liabilities arising from the
non-withholding of the required tax; and (iii) such other documentary requirements as
may be reasonably required under the applicable regulations of the relevant taxing or
other authorities for purposes of claiming tax treaty relief, which shall include a copy of
the duly filed tax treaty relief application with the International Tax Affairs Division of the
BIR as required under BIR Revenue Memorandum Order No. 72-2010; 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 reasonable
evidence of such exemption to the Registrar and Paying Agent;
c) Gross Receipts Tax under Section 121 of the Tax Code;
d) Taxes on the overall income of any securities dealer or Bondholder, whether or not
subject to withholding; and
e) Value Added Tax (“VAT”) under Sections 106 to 108 of the Tax Code, and as amended
by Republic Act No. 9337. Documentary stamp tax for the primary issue of the Bonds
and the execution of the Bond Agreements, if any, shall be for the Issuer’s account.
8. Financial Ratios
The Issuer shall not allow its consolidated Debt to Equity ratio to exceed 2:1. For the purpose of
computing this financial ratio, Debt shall mean with respect to the Issuer, (i) all obligations of
the Issuer for borrowed money evidenced by a promissory note or other instrument, (ii) all
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financial obligations or other obligations of any other person guaranteed by the Issuer (except
by reason of endorsement for collection in the ordinary course of business), (iii) all financial
obligations or other obligations of any other person secured by (or for which the holder of such
financial obligations has an existing right, contingent or otherwise to be secured by) any
mortgage, deed of trust, pledge, lien, security interest or other charge or encumbrance upon or
in property (including without limitation, accounts receivable and contact rights) owned by the
Issuer, whether or not the Issuer has assumed or become liable for the payment of such
financial obligation or obligations, and (iv) capitalized lease obligations of the Issuer. As used
herein, the term “financial obligation” shall be construed so as to include any obligation (whether
incurred as principal or surety) for the payment or repayment of money, whether present or
future, actual or contingent.
Equity shall mean the aggregate (as of the relevant date for calculation) of: (a) the amount paid
up or credited as paid up on the issued share capital of the Issuer; (b) the amount standing to
credit of capital and revenue reserves of the Issuer; (c) adding any amount standing to the credit
of the profit and loss account for the Issuer to the extent not included in sub-paragraph (b)
above; (d) deducting any amount standing to the debit of the profit and loss account for the
Issuer; (e) deducting any amount attributable to goodwill and any amounts accounted for as
intangible assets; (f) excluding any amount attributable to minority interests; (g) deducting any
amount attributable to a revaluation of assets.
The Company does not maintain in respect of the Bonds any sinking fund or retirement, and/ or
amortization. Neither does the Issuer maintain financial ratios for the Bonds other than the Debt
to Equity ratio.
9. Negative Pledge
The Issuer shall not, directly or indirectly, sell, transfer, assign, or otherwise dispose of, or
mortgage, pledge, assign by way of Security Interest or otherwise incur or suffer to exist any
encumbrance or lien on all or substantially all of its properties or assets without the prior
consent of the Majority Bondholders, except for the following permitted Security Interest:
a) Security Interest to secure debt over any asset of the Issuer and/or its
Subsidiaries acquired, constructed or leased with the proceeds of such debt and
any improvements or accessions made to such asset, after the date of this
Agreement;
b) Security Interest to secure debt over any receivables or Security Interest to
secure Debt over any inventory (as such terms are defined and interpreted by
PFRS) of the Issuer and/or its Subsidiaries, in each case acquired with the
proceeds of such debt, where:
i.

in the case of any Security Interest over any receivables of the
Issuer and/or its Subsidiaries, at the time such Security Interest is
created the relevant receivables are due for payment within 90
days;

ii.

at any time, the aggregate face value of receivables secured by all
such Security Interests created and in existence pursuant to this
paragraph (b) does not exceed US$25,000,000 (or its equivalent
in any other currency);
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iii.

the relevant receivables are only due from persons or entities that
are residents of the Republic of the Philippines; and

iv.

the person in whose favor such Security Interest is created
derives no right, title or interest in any other receivable or asset of
the Issuer and/or its Subsidiaries in respect of the debt which is
secured by that Security Interest;

c) Security Interest for taxes, assessments or governmental charges or levies on an
asset of the Issuer and/or its Subsidiaries if the same shall not at the time be
delinquent and thereafter can be paid without penalty, or are being contested in
good faith and by appropriate proceedings promptly instituted and diligently
pursued, provided that any reserve or other appropriate provision that shall be
required in conformity with PFRS shall have been made therefor;
d) Security Interest imposed by operation of law, including, without limitation,
carrier's, warehousemen's and mechanics' liens and other similar liens, on an
asset of the Issuer and/or its Subsidiaries arising in the ordinary course of its
business and securing payment of obligations that are not more than 60 days
past due or being contested in good faith and by appropriate proceedings;
e) Security Interest on an asset of the Issuer and/or its Subsidiaries incurred in the
ordinary course of its business to secure performance of obligations with respect
to statutory or regulatory requirements, performance or return-of-money bonds,
surety bonds or other obligations of a like nature and incurred in a manner
consistent with industry practice, provided that, in each case any such Security
Interest is:

f)

i.

not created to secure any debt, and

ii.

does not in the aggregate impair in any material respect the use of
any asset in the operation of the business of the Issuer and/or its
subsidiaries;

Security Interest on any asset which exists at the time the Issuer and/or its
Subsidiaries acquires such asset (including any acquisition by means of a
merger or consolidation with or into the Issuer and/or its Subsidiaries), provided
that:
i.

any such Security Interest may not extend to any other asset of
the Issuer and/or its Subsidiaries; and

ii.

that such Security Interest shall not have been incurred or
increased in anticipation of, or in connection with, the transaction
or series of transactions pursuant to which such asset is acquired
by the Issuer and/or its Subsidiaries;

g) pledges or deposits by the Issuer and/or its subsidiaries under workmen's
compensation laws, unemployment insurance laws or similar legislation, good
faith deposits in connection with bids, tenders, contracts (other than for payment
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of debt), leases to which the Issuer and/or its Subsidiaries is party, deposits to
secure public or statutory obligations of the Issuer and/or its Subsidiaries, and
deposits for the payment of rent, in each case incurred in the ordinary course of
the Issuer and/or its Subsidiaries’ business;
h) utility easements, building restrictions and such other Security Interests of a
similar nature against real property owned by the Issuer and/or its Subsidiaries
as are of a nature generally existing with respect to properties of a similar
character;
i)

Security Interest existing at the date hereof;

j)

Security Interest on an asset of the Issuer and/or its Subsidiaries used to secure
any refinancing (and in respect to any debt, to refinance, extend, renew, refund,
repay, prepay, repurchase, redeem, defease or retire, or to issue other Debt in
exchange or replacement for), in whole or in part, of any debt secured by
Security Interests referred to in paragraphs (a), (f) or (i) above, provided that any
such Security Interest shall be limited to all or part of the same assets that
secured the original debt and in all cases, the aggregate principal amount of all
refinanced debt which is secured by any such Security Interests shall not be
increased to an amount greater than the sum of:
i.

the outstanding principal amount, or, if greater, the committed
amount, at the time of the refinancing, of such original debt; and

ii.

an amount necessary to pay any fees and expenses, including
premiums and defeasance costs, incurred by the Issuer and/or its
Subsidiaries in connection with such refinancing; and

k) Security Interest (other than any preference or priority arising under Article
2244(14) of the Civil Code of the Philippines) not otherwise permitted by subclauses (a) through (j) above securing assets of the Issuer and/or its Subsidiaries
having an aggregate fair market value not in excess of 5% of consolidated net
tangible assets of the Issuer and/or its Subsidiaries, as determined based on the
consolidated balance sheet of the Issuer and/or its Subsidiaries as of the end of
the most recent fiscal quarter ending at least 45 days prior to the date any such
Security Interest shall be incurred,
Provided that for the first creation of a Security Interest to secure the repayment
of any new loan or facility and that is contemplated under clauses (a), (b), (f), (i),
(j) or (k) above, such a Security Interest shall only be a “Permitted Security
Interest” for the purpose of the Bonds if the Secured Indebtedness Ratio shall not
be or not be forecast to be in excess of 0.20:1 at any time during the life of such
new loan or facility, or up to the final maturity date of the Bonds if shorter, and
where:
i.

such forecasting of the Secured Indebtedness Ratio shall take into
account all expected drawings and amortizations under all such
executed loan or facility agreements, and all future acquisitions of
fixed assets under executed contracts, and reasonable
approximations of depreciations of fixed assets, in accordance
with normal banking practice and PFRS as appropriate, and
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ii.

the Issuer provides the Trustee with its calculations of such
forecast, done on a quarterly basis, to the reasonable satisfaction
of the Trustee;

Secured Indebtedness Ratio means, at any time, the ratio of:
i.

the aggregate amount in pesos of all present obligations of the
Issuer for the payment or repayment of money, whether actual or
contingent, which are secured by any Security Interest referred to
in paragraphs (a), (b), (f), (i), (j) and (k) of the definition of
“Permitted Security Interest”;
to

ii.

the aggregate amount in pesos of the total consolidated debt;

10. Events of Default
The Issuer shall be considered in default under the Bonds and the Trust Indenture in case any
of the following events (each an “Event of Default”) shall occur and is continuing:
a) The Issuer fails to pay any principal and/or interest due on the Bonds as scheduled.
b) Any representation and warranty of the Issuer or any certificate or opinion submitted by
the Issuer in connection with the issuance of the Bonds is untrue, incorrect, or
misleading in any material respect.
c) The Issuer fails to perform or violates its covenants under the Bonds, and such failure or
violation is not remediable or, if remediable, continues to be unremedied for a period of
30 days from notice by the Trustee to the Issuer.
d) The Issuer is:
i.

in breach of any term or condition of any contract executed by the Issuer with any
other bank, financial institution, or other person, corporation, or entity for the
payment of moneys which constitutes an event of default under said contract, or

ii. in violation of any law or regulation,
and which events of default or violation under i or ii above:
•

if remediable, are not remedied by the party involved within 30 days from notice
by the Trustee to the Issuer, or are otherwise not contested by the Issuer, and

•

result in the acceleration or declaration of the whole obligation to be due and
payable prior to the stated normal date of maturity, which obligation exceeds
$10,000,000.00 or its equivalent in any other currency; and

•

will adversely and materially affect the performance by the Issuer of its
obligations under the Bonds or pay any amount outstanding on the Bonds.
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e) Any final and executory judgment, decree, or arbitral award for the sum of money,
damages, fine, or penalty which would adversely and materially affect the performance
by the Issuer of its obligations under the Bonds or pay any amount outstanding on the
Bonds.
f)

The government or any competent authority takes any action to revoke, suspend, or
terminate the whole or a material portion of the license or operations of the Issuer or,
condemns, seizes, or expropriates all or substantially all of the assets or properties of
the Issuer, unless such act is contested in good faith by the Issuer or unless such act is
suspended or restrained by an order of a court of competent jurisdiction.

g) Any judgment, writ, warrant of attachment or execution, or similar process shall be
issued or levied against all or substantially all of the Issuer's assets and such judgment,
writ, warrant, or similar process shall not be released, vacated, or fully bonded within 30
days after its issue or levy.
h) The Issuer voluntarily suspends or ceases operations of a substantial portion of its
business for a continuous period of 30 days, except in the case of strikes or lockouts
when necessary to prevent business losses, or when due to fortuitous events or force
majeure, or when there is no material adverse effect on the business operations or
financial condition of the Issuer.
i)

The Issuer becomes insolvent or is unable to pay its debts when due or commits or
permits any act of bankruptcy, including (i) filing of a petition in any bankruptcy,
reorganization, winding-up, suspension of payment, liquidation, or other analogous
proceeding; (ii) appointment of a trustee or receiver of all or a substantial portion of its
properties; (iii) making of an assignment for the benefit of its creditors of all or
substantially all of its properties; (iv) admission in writing of its general inability to pay all
of its debts; or (v) entry of any order or judgment of any court, tribunal, or administrative
agency or body confirming the insolvency of the Issuer, or approving any reorganization,
winding-up, liquidation, or appointment of trustee or receiver of the Issuer or a
substantial portion of its property or assets

11. Consequences of Default
Subject to the terms of the Trust Indenture, the Trustee shall, within 10 Business Days after
receiving notice, or having knowledge of, the occurrence of any Event of Default, give to the
Bondholders written notice of such default known to it unless the same shall have been cured
before the giving of such notice.
The written notice required to be given to the Bondholders hereunder shall be published in a
newspaper of general circulation in Metro Manila for two consecutive days, further indicating in
the published notice that the Bondholders or their duly authorized representatives may obtain
any information relating to such occurrence of an Event of Default at the principal office of the
Trustee upon presentation of sufficient and acceptable identification.
If any one or more of the Events of Default shall have occurred and be continuing without the
same being cured within the periods provided in the Trust Agreement and in these Terms and
Conditions, the Trustee may on its own, or, if upon the written direction of the Majority
Bondholders, shall, by notice in writing delivered to the Issuer, with a copy furnished the Paying
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Agent, and Registrar, declare the principal of the Bonds, including all accrued interest and other
charges thereon, if any, to be immediately due and payable (the Accelerated Amounts), and
upon such declaration the same shall be immediately due and payable.
All the unpaid obligations under the Bonds, including accrued Interest, and all other amounts
payable thereunder, shall be declared to be forthwith due and payable, whereupon all such
amounts shall become and be forthwith due and payable without presentment, demand, protest
or further notice of any kind, all of which are hereby expressly waived by the Issuer.
12. Notice of Default
The Trustee shall, within ten (10) days after the occurrence of any Event of Default, give to the
Bondholders written notice of such default known to it, unless the same shall have been cured
before the giving of such notice; provided that, in the case of payment default under Section 10
(a) above, the Trustee shall immediately notify the Bondholders upon the occurrence of such
payment default. The existence of a written notice required to be given to the Bondholders
hereunder shall be published in a newspaper of general circulation in the Philippines for two
consecutive days, 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. Penalty Interest
In case any amount payable by the Issuer under the Bonds, whether for principal, interest, fees
due to Trustee or Registrar or otherwise, is not paid on due date, the Issuer shall, without
prejudice to its obligations to pay the said principal, interest and other amounts, pay penalty
interest on the defaulted amount(s) at the rate of 12% p.a. (the “Penalty Interest”) from the time
the amount falls due until it is fully paid.
14. Payment in the Event of Default
The Issuer covenants that upon the occurrence of any Event of Default, the Issuer 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 overdue principal and with Penalty Interest as described above, and in addition thereto, the
Issuer 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.
15. 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 and 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 Registar, the Paying Agent and the
Trustee, 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; second, to
the payment of the interest in default, in the order of the maturity of such interest with Penalty
Interest; third, to the payment of the whole amount then due and unpaid upon the Bonds for

47

Description of the Bonds
principal, and interest, with Penalty Interest; and fourth, the remainder, if any shall be paid to the
Issuer, 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 control.
16. Prescription
Claims with respect to principal and interest or other sums payable hereunder shall prescribe
unless made within ten (10) years (in the case of principal or other sums) or five (5) years (in the
case of interest) from the date on which payment becomes due.
17. 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 the Trust Indenture, subject to the discussion below on “Ability
to File Suit”.
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 the Trust Indenture to the Trustee or the Bondholders may be exercised from
time to time and as often as may be necessary or expedient.
18. 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 the
Issuer 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 the latter’s name; (iii) the Trustee for 60 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 Bondholder with every other Bondholder and the Trustee, that no one or more
Bondholders shall have any right in any manner whatever by virtue of or by availing of any
provision of the Trust Indenture to affect, disturb or prejudice the rights of the holders of any
other such Bonds 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 common benefit of all the Bondholders.
19. Waiver of Default 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
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Trustee, or the Majority Bondholders may decide for and on behalf of the Bondholders to waive
any past default, except the events of default specified in Section 10(a), 10(b), 10(f), 10(h) and
10(i). In case of any such waiver, the Issuer, the Trustee and the Bondholders shall be restored
to their former positions and rights hereunder; provided however that, no such waiver shall
extend to any subsequent or other default or impair any right consequent thereto. Any such
waiver 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.
20. Trustee; Notices
a) Notice to the Trustee
All documents required to be submitted to the Trustee pursuant to the Trust Indenture and
this Prospectus and all correspondence addressed to the Trustee shall be delivered to:
To the Trustee:
Attention:
Subject:
Address:
Facsimile:

Bank of the Philippine Islands
Asset Management and Trust Group
Trust Account Officer (IAM6)
Globe Retail Bonds due 2017 and 2019
17th Floor, BPI Building, 6768 Ayala Avenue, Makati City
816-9042

All documents and correspondence not sent to the above-mentioned address shall be
considered as not to have been sent at all.
b) Notice to the Bondholders
Notices to Bondholders shall likewise be sufficient when made in writing and transmitted in
any one of the following modes: (i) registered mail; (ii) surface mail; (iii) courier (iv) by onetime publication in a newspaper of general circulation in the Philippines; or (v) personal
delivery to the address of record in the Register of Bondholders. 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 (10) days from posting if transmitted by
registered mail; (ii) fifteen (15) days from mailing, if transmitted by surface mail; (iii) on date
of publication or (iv) on date of delivery, for personal delivery. If sent via registered mail,
surface mail, courier or personal delivery, the Trustee shall send such notice to the
Bondholders to their mailing address as set forth in the Register of Bondholders.
c) Binding and Conclusive 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
willful default, bad faith or manifest error) be binding on the Issuer and all Bondholders. No
liability to the Issuer, the 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 resulting from the Trustee’s reliance on the foregoing.
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21. Duties and Responsibilities of the Trustee
a) The Trustee is appointed as trustee for and on behalf of the Bondholders and
accordingly shall perform such duties and shall have such responsibilities as provided in
the Trust Indenture. The Trustee shall, in accordance with the terms and conditions of
the Trust Indenture, monitor the compliance or non-compliance by the Issuer with all its
representations and warranties, and the observance by the Issuer of all its covenants
and performance of all its obligations, under and pursuant to the Trust Indenture. The
Trustee shall observe due diligence in the performance of its duties and obligations
under the Trust Indenture. For the avoidance of doubt, notwithstanding any actions that
the Trustee may take, the Trustee shall remain to be the party responsible to the
Bondholders, and to whom the Bondholders shall communicate with in respect to any
matters that must be taken up with the Issuer.
b) 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. In case of default, the Trustee shall exercise such rights and
powers vested in it by the Trust Indenture, and use 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.
c) None of the provisions contained in this Agreement or Prospectus shall require or be
interpreted to require the Trustee to expend or risk its own funds or otherwise incur
personal financial liability in the performance of any of its duties or in the exercise of any
of its rights or powers.
22. Resignation and Change of Trustee
a) The Trustee may at any time resign by giving ninety (90) days’ prior written notice to the
Issuer and to the Bondholders of such resignation.
b) Upon receiving such notice of resignation of the Trustee, the Issuer 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 thirty (30) days after the giving of such notice of
resignation, the resigning Trustee may petition any court of competent jurisdiction for the
appointment of a successor, or any Bondholder who has been a bona fide holder for at
least six months (the “bona fide Bondholder”) may, for and on behalf of the Bondholders,
petition any such court for the appointment of a successor. Such court may thereupon
after notice, if any, as it may deem proper, appoint a successor trustee.
c) A successor trustee should possess all the qualifications required under pertinent laws,
otherwise, the incumbent trustee shall continue to act as such.
d) 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 the Issuer may within thirty (30) days from such event
remove the Trustee concerned, and appoint a successor trustee, by written instrument in
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duplicate, executed by its authorized officers, one (1) copy of which instrument shall be
delivered to the Trustee so removed and one (1) copy to the successor trustee. If the
Issuer fails to remove the Trustee concerned and appoint a successor trustee, any Bona
Fide Bondholder may 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.
e) The Majority Bondholders may at any time remove the Trustee for just and reasonable
cause, and appoint a successor trustee with the consent of the Issuer, by the delivery to
the Trustee so removed, to the successor trustee and to the Issuer of the required
evidence of the action in that regard taken by the Majority Bondholders. Such removal
shall take effect thirty (30) days from receipt of such notice by the Trustee.
f)

Any resignation or removal of the Trustee and the appointment of a successor trustee
pursuant to any of the provisions the Trust Indenture shall become effective upon the
earlier of: (i) acceptance of appointment by the successor trustee as provided in the
Trust Indenture; or (ii) the effectivity of the resignation notice sent by the Trustee under
the Trust Indenture (the “Resignation Effective Date”) provided, however, that after the
Resignation Effective Date and, as relevant, until such successor trustee is qualified and
appointed (the “Holdover Period”), the resigning Trustee shall discharge duties and
responsibilities solely as a custodian of records for turnover to the successor Trustee
promptly upon the appointment thereof by Globe.

23. Successor Trustee
a) Any successor trustee appointed shall execute, acknowledge and deliver to the Issuer
and to its predecessor Trustee an instrument accepting such appointment, and
thereupon 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 with like effect as if originally named as trustee in the Trust Indenture. The
foregoing notwithstanding, on the written request of the Issuer or of the successor
trustee, the Trustee ceasing to act as such shall execute and deliver an instrument
transferring to the successor trustee, all the rights, powers and duties of the Trustee so
ceasing to act as such. Upon request of any such successor trustee, the Issuer 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.
b) Upon acceptance of the appointment by a successor trustee, the Issuer shall notify the
Bondholders in writing of the succession of such trustee to the trusteeship. If the Issuer
fails to notify the Bondholders within 10 days after the acceptance of appointment by the
trustee, the latter shall cause the Bondholders to be notified at the expense of the Issuer.
24. Reports to the Bondholders
a) Only upon the existence of either (i) and (ii) below, 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:
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(i)

The property and 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.

b) The Trustee shall submit to the Bondholders a brief report within 90 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.
c) Upon due notice to the Trustee, the following pertinent documents may be inspected
during regular business hours on any Business Day at the principal office of the Trustee:
(i)
(ii)
(iii)

Trust Indenture
Articles of Incorporation and By-Laws of the Company
Registration Statement of the Company with respect to the Bonds

25. Meetings of the Bondholders
A meeting of the Bondholders may be called at any 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 Bonds.
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%) of the aggregate outstanding principal amount of Bonds may
direct in writing 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 the Issuer and to each of the registered Bondholders not earlier than forty five
(45) days nor later than fifteen (15) days prior to the date fixed for the meeting. Each of
such notices shall be published in a newspaper of general circulation as provided in the
Trust Indenture. All reasonable costs and expenses incurred by the Trustee for the
proper dissemination of the requested meeting shall be reimbursed by the Issuer within
ten (10) days from receipt of the duly supported billing statement.
b) Failure of the Trustee to Call a Meeting
In case at any time the Issuer or the holders of at least twenty five percent (25%) of the
aggregate outstanding principal amount of the Bonds shall have requested the Trustee
to call a meeting of the Bondholders by written request setting forth in reasonable detail
the purpose of the meeting, and the Trustee shall not have mailed and published, in
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accordance with the notice requirements, the notice of such meeting, then the Issuer or
the Bondholders in the amount above specified may determine the time and place for
such meeting and may call such meeting by mailing and publishing notice thereof.
c) Quorum
The Trustee shall determine and record the presence of the Majority Bondholders,
personally or by proxy. The presence of the Majority Bondholders shall be necessary to
constitute a quorum to do business at any meeting of the Bondholders.
d) Procedure for Meetings
a. The Trustee shall preside at all the meetings of the Bondholders, unless the meeting
shall have been called by the Issuer or by the Bondholders, in which case the Issuer
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.
b. Any meeting of the Bondholders duly called may be adjourned for a period or periods
not to exceed in the aggregate of one (1) year from the date for which the meeting
shall originally 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.
e) Voting 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 (P10,000.00) interest. 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 the Issuer and its legal counsel.
f)

Voting 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 (please refer to the preceding discussion on “Quorum”).
Any resolution of the Bondholders which has been duly approved with the required
number of votes of the Bondholders as herein provided in the Trust Indenture shall be
binding upon all the Bondholders as if the votes were unanimous.

g) Role of the Trustee in Meetings of the Bondholders
Notwithstanding any other provisions of the Trust Indenture, the Trustee may make such
reasonable regulations as it may deem advisable for any meeting of the Bondholders, 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
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and duties of inspectors of votes, the submission and examination of proxies, certificates
and other evidence of the right to vote and such other matters concerning the conduct of
the meeting as it shall deem fit.
26. Amendments
The Issuer and the Trustee may, without notice to or the consent of the Bondholders or
other parties, amend or waive any provisions of the Agreements if such amendment or
waiver is of a formal, minor, or technical nature or to correct a manifest error or
inconsistency 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.
Globe and the Trustee may amend the Terms and Conditions of the Bonds without notice to
every Bondholder but with the written consent of the Majority Bondholders (including
consents obtained in connection with a tender offer or exchange offer for the Bonds).
However, without the consent of each Bondholder affected thereby, an amendment may not:
1) reduce the amount of Bondholder that must consent to an amendment or waiver;
2) reduce the rate of or extend the time for payment of interest on any Bond;
3) reduce the principal of or extend the Maturity Date of any Bond;
4) 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 therefore or to institute suit for the enforcement
of any payment on or with respect to such Bondholders;
5) 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;
6) make any Bond payable in money other than that stated in the Bond;
7) subordinate the Bonds to any other obligation of Globe;
8) release any security interest that may have been granted in favor of the Bondholders;
9) 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 Bondholders; or
10) 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, Globe shall send a notice briefly describing such amendment to the Bondholders
in the manner provided in the section entitled “Notices”.
27. Evidence Supporting the Action of the Bondholders
Wherever in the Trust Indenture it is provided that the holders of a specified percentage of the
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aggregate outstanding principal amount of the Bonds may take any action (including the making
of any demand or requests and 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 (ii) the duly authenticated
record of voting in favor thereof at the meeting of the Bondholders duly called and held in
accordance herewith or (iii) a combination of such instrument and any such record of meeting of
the Bondholders.
28. 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 the Issuer 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.
29. Waiver of Preference or Priority
Each Bondholder waives its right to the benefit of any preference or priority over the Bonds
accorded to public instruments under Article 2244(14) of the Civil Code of the Philippines.
30. Governing Law
The Bond Agreements are governed by and are construed in accordance with Philippine law.
Unless otherwise stipulated in other bond agreements, venue of any and all actions arising from
or in connection with the issuance of the Bonds shall be brought before the proper courts of
Mandaluyong City, to the exclusion of all other courts.
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LEGAL MATTERS
All legal opinion / matters in connection with the issuance of the Bonds which are subject of this
Offer shall be passed upon by Romulo Mabanta Buenaventura Sayoc & de Los Angeles
(“Romulo”) for the Joint Lead Underwriters, and Globe’s Legal Services Division for the
Company. Romulo has no direct or indirect interest in Globe. Romulo may, from time to time be
engaged by Globe to advise in its transactions and perform legal services on the same basis
that Romulo provides such services to its other clients.
INDEPENDENT AUDITORS
The financial statements of Globe Telecom, Inc. as at December 31, 2011 and 2010, and for the
years ended December 31, 2011, 2010 and 2009 appearing in this Prospectus have been
audited by SyCip, Gorres, Velayo and Co. (“SGV and Co.”), independent auditors, as set forth in
their report thereon appearing elsewhere herein.
The aggregate fees billed by SGV & Co. are shown below (with comparative figures for 2010):

Audit Fees
Non-Audit Fees
Total

P
P

(Amount in millions of Pesos)
2011
2010
15.95
P
15.95
5.41
3.25
21.36
P
19.20

Audit Fees. This includes audit of Globe Group’s annual financial statements and review of
quarterly financial statements in connection with the statutory and regulatory filings or
engagements for the years ended 2011 and 2010.
Tax Fees. This includes tax consultancy and advisory services outside the scope of financial
audits and reviews.
All Other Fees. This includes one-time, non-recurring special projects/ consulting services and
seminars.
The fees presented above include out-of-pocket expenses incidental to the independent
auditor’s services.
The Company has no disagreements with its independent auditors on any matter of accounting
principles or practices, financial statement disclosure, or auditing scope or procedure.
The Audit Committee has an existing policy to review and to pre-approve the audit and nonaudit services rendered by the Company’s independent auditors. It does not allow the Globe
Group to engage the independent auditors for certain non-audit services expressly prohibited by
SEC regulations to be performed by an independent auditor for its audit clients. This is to
ensure that the independent auditors maintain the highest level of independence from the
Company, both in fact and appearance.
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The Audit Committee has reviewed the nature of non audit services rendered by SGV & Co. and
the corresponding fees and concluded that these are not significant to impair the independence
of the auditors.
GLOBE LEGAL SERVICES DIVISION
The members of Globe’s Legal Services Division are employed by the Company and as such
receive salary and benefits including stock options, from the Company.
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Overview
Globe Telecom, Inc. is a major provider of telecommunications services in the Philippines,
supported by over 5,700 employees and over 782,000 retailers, distributors, suppliers, and
business partners nationwide.
The Company operates one of the largest and most
technologically-advanced mobile, fixed line and broadband networks in the country, providing
reliable, superior communications services to individual customers, small and medium-sized
businesses, and corporate and enterprise clients. Globe currently has over 30 million mobile
subscribers, over 1,411,000broadband customers, and over 671,000 landline subscribers.
Globe is also one of the largest and most profitable companies in the country, and has been
consistently recognized both locally and internationally for its corporate governance practices. It
is listed on the Philippine Stock Exchange under the ticker symbol GLO and had a market
capitalization of US$3.4 billion as of the end of December 2011.
The Company’s principal shareholders are Ayala Corporation and Singapore Telecom, both
industry leaders in their respective countries. Aside from providing financial support, this
partnership has created various synergies and has enabled the sharing of best practices in the
areas of purchasing, technical operations, and marketing, among others.
Globe is committed to being a responsible corporate citizen. Globe BridgeCom, the company’s
umbrella corporate social responsibility program, leads and supports various initiatives that (1)
promote education and raise the level of computer literacy in the country, (2) support
entrepreneurship and micro-enterprise development particularly in the countryside, and (3)
ensures sustainable development through protection of the environment and excellence in
operations. Since its inception in 2003, Globe BridgeCom has made a positive impact on the
lives of thousands of public elementary and high school students, teachers, community leaders,
and micro-entrepreneurs throughout the country. For its efforts, Globe BridgeCom has been
recognized and conferred several awards and citations by various Philippine and international
organizations.
The Globe Group is composed of the following companies:
•

Globe Telecom, Inc. (Globe) provides mobile telecommunications services;

•

Innove Communications, Inc. (Innove), a wholly-owned subsidiary, provides fixed line
telecommunications and broadband services, high-speed internet and private data
networks for enterprise clients, services for internal applications, internet protocolbased solutions and multimedia content delivery;

•

G-Xchange, Inc. (GXI), a wholly-owned subsidiary, provides mobile commerce
services under the GCash brand;

•

Entertainment Gateway Group Corporation and EGGstreme (Hong Kong) Limited
(EHL) (collectively referred here as EGG Group),is engaged in the development and
creation of wireless products and services accessible through telephones and other
forms of communication devices, it also provides internet and mobile value added
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services, information technology and
development and related services; and
•

technical

services

including

software

GTI Business Holdings, Inc. (GTI), a wholly-owned subsidiary, is an investment
company with authority to provide VOIP services and its wholly owned subsidiaries:
GTI Corporation (GTIC US)a company organized under the General Corporation
Law of the State of Delaware for the purpose of engaging in any lawful act or activity,
and Globe Telecom HK Limited (GT HK), a limited company organized under the
Companies Ordinance of Hong Kong.

The Company is a grantee of various authorizations and licenses from the National
Telecommunications Commission (NTC) as follows: (1) license to offer and operate facsimile,
other traditional voice and data services and domestic line service using Very Small Aperture
Terminal (VSAT) technology; (2) license for inter-exchange services; and (3) Certificate of
Public Convenience and Necessity (CPCN) for: (a) international digital gateway facility (IGF) in
Metro Manila, (b) nationwide digital cellular mobile telephone system under the GSM standard
(CMTS-GSM), (c) nationwide local exchange carrier (LEC) services after being granted a
provisional authority in June 2005, and (d) international cable landing stations located in
Nasugbu, Batangas and Ballesteros, Cagayan.
Globe is organized along three key customer facing units (CFUs) tasked to focus on the
integrated mobile and fixed line needs of specific market segments. The Company has a
Consumer CFU with dedicated marketing and sales groups to address the needs of retail
customers, and a Business CFU (Globe Business) focused on the needs of big and small
businesses. Globe Business provides end-to-end mobile and fixed line solutions and is
equipped with its own technical and customer relationship teams to serve the requirements of its
client base. Beginning 2011, Globe organized an International Business Group to serve the
voice and roaming needs of overseas Filipinos, whether transient or permanent. It also allows
the Company to leverage product portfolio on regional and global opportunities.
Business Segments
Mobile Business
Globe provides digital mobile communication services nationwide using a fully digital network
based on the Global System for Mobile Communication (GSM) technology. It provides voice,
data and value-added services to its mobile subscribers through three major brands: Globe
Postpaid, Globe Prepaid and TM.
Globe Postpaid includes all postpaid plans such as regular G-Plans, consumable G-FlexPlans,
Load Allowance Plans, Load Tipid, Apple TM iPhone 3G plans and high-end Platinum Plans. In
2010, the Company further expanded its postpaid offerings to include MY SUPERPLAN and MY
FULLY LOADED PLAN, which allow subscribers to personalize their plans, choose and
combine various unlimited call, text and web browsing service options. In addition to these
personalized plans, Globe has made available various add-on roaming and mobile browsing
plans to cater to the needs of its subscribers. In 2011, Globe consolidated its personalized and
customizable plan service with the launch of the All New My Super Plan where subscribers are
given the flexibility to create their own plans by either subscribing to an All-Unlimited Plan or an
All-Consumable Plan. Subscribers also get the chance to design their plans based on their
usage by selecting the freebies and add-on services that would come with their subscriptions.
To further enhance their experience, subscribers are allowed to change the freebies and add-on
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services monthly. Driven by the popularity of social networking sites as well as increased
smartphone penetration, Globe introduced a fully-customizable unlimited data plan to its
subscribers in mid-2011. The Unli Surf Combo Plan provides uninterrupted mobile surfing for
on-the-go subscribers without the need for a WiFi connection to satisfy their browsing needs.
Data plan subscriptions also come with consumable amounts which subscribers may use to
make local and international calls and texts. On top of this, subscribers also get bonus calls and
SMS which they may change monthly depending on their needs.
Globe Prepaid and TM are the prepaid brands of Globe. Globe Prepaid is targeted towards the
mainstream market. In 2011, the Company refreshed Globe Prepaid through its Today I Will
campaign which aims to support the aspirations of the Filipino youth aided by the brand’s suite
of products and services. Its unique brand proposition revolves around its innovative product
and service offerings, superior customer service, and Globe’s “worldwidest” services and global
network reach. TM, on the other hand, caters to the value-conscious segment of the market.
In addition to digital wireless communications, Globe also offers mobile payments and
remittance services under the GCash brand. GCash is an internationally acclaimed micro
payment service that transforms a mobile phone into a virtual wallet, enabling secure, fast, and
convenient money transfers at the speed and cost of a text message. Since the launch of
GCash, wholly-owned subsidiary GXI has established a wide network of local and international
partners that includes government agencies, utility companies, cooperatives, insurance
companies, remittance companies, universities, and commercial establishments which all
accept GCash as a means of payment for products and services.
Globe offers various top-up or reloading options and facilities for prepaid subscribers including
prepaid call and text cards, bank channels such as ATMs, credit cards, and through internet
banking. Subscribers can also top-up at over 782,000 AutoLoad Max retailers nationwide, all at
affordable denominations and increments. A consumer-to-consumer top-up facility, Share-ALoad, is also available to enable subscribers to share prepaid load credits via SMS. Globe’s
AutoLoad Max and Share-A-Load services are also available in selected OFW hubs all over the
world.
The Company has a loyalty and rewards program called My Rewards, My Globe for Globe
Prepaid subscribers and TM Astig Rewards for TM subscribers. Under the program, and based
on a defined scoring system, prepaid subscribers earn points based on tenure and
reload. Subscribers can use their points to redeem rewards including Globe and TM products,
travel mileage, and gift certificates from leading retail establishments. Globe Postpaid
subscribers outside the lock-up period can also earn points based on their monthly billed
amounts and length of stay with Globe. Rewards also include Globe products, as well as bill
rebates, gadgets, gift certificates, and travel mileage. Subscribers have the option to redeem
rewards instantly, or accumulate points to avail of higher-value rewards.
Redeemed points in a form of telecom services is netted out against revenues whereas points
redeemed in the form of non-telco services such as gift certificates and other products are
reflected as marketing expense. At the end of each period, Globe estimates and records the
amount of probable future liability for unredeemed points.
Mobile Voice
Globe’s voice services include local, national and international long distance call services. It has
one of the most extensive local calling options designed for multiple calling profiles. In addition
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to its standard, pay-per-use rates, subscribers can choose from bulk and unlimited voice
offerings for all-day or off-peak use, and in several denominations to suit different budgets.
Globe keeps Filipinos connected wherever they may be in the world, made possible by its tie-up
with over 600 roaming partners in more than 200 calling destinations worldwide. Globe also
offers roaming coverage on-board selected shipping lines and airlines, via satellite. Through its
Globe Kababayan program, Globe provides an extensive range of international call and text
services to allow OFWs (Overseas Filipino Workers) to stay connected with their friends and
families in the Philippines. This includes prepaid and reloadable call cards and electronic PINs
available in popular OFW destinations worldwide.
Mobile Data and Value-Added Services
Globe’s data services include local and international SMS offerings, mobile browsing and
content downloads. Globe also offers various bucket and unlimited SMS packages to cater to
the different needs and lifestyles of its postpaid and prepaid subscribers. Additionally, Globe
subscribers can send and receive Multimedia Messaging Service (MMS) pictures and video, or
do local and international 3G video calling.
Globe’s mobile browsing services allow subscribers to access the internet using their internetcapable handsets, devices or laptops with USB modems. Data access can be made using
various technologies including HSPA+, 3G with HSDPA, EDGE and GPRS. Browsing
subscribers also have multiple charging options available with Globe’s Flexible Mobile Internet
Browsing rates which allow subscribers to choose between time or usage-based rates. They
can also choose between hourly, daily or monthly browsing plans.
The Company offers a full range of downloadable content covering multiple topics including
news, information, and entertainment through its web portal. Subscribers can purchase or
download music, movie pictures and wallpapers, games, mobile advertising, applications or
watch clips of popular TV shows and documentaries as well as participate in interactive TV, do
mobile chat, and play games, among others.
Through Globe’s partnership with major banks and remittance companies, and using Globe’s
pioneering GCash platform, subscribers can perform mobile banking and mobile commerce
transactions.
Globe subscribers can complete international and domestic remittance
transactions, pay fees, utility bills and income taxes, avail of micro-finance transactions, donate
to charitable institutions, and buy Globe prepaid load credits using its GCash-activatedSIM.
Fixed Line and Broadband Business
Globe offers a full range of fixed line communications services, wired and wireless broadband
access, and end-to-end connectivity solutions customized for consumers, SMEs (Small &
Medium Enterprises), large corporations and businesses.
Fixed Line Voice
Globe’s fixed line voice services include local, national and international long distance calling
services in postpaid and prepaid packages through its Globelines brand. Subscribers get to
enjoy toll-free rates for national long distance calls with other Globelines subscribers nationwide.
Additionally, postpaid fixed line voice consumers enjoy free unlimited dial-up internet from their
Globelines subscriptions. Low-MSF (monthly service fee) fixed line voice services bundled with
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internet plans are available nationwide and can be customized with value-added services
including multi-calling, call waiting and forwarding, special numbers and voice mail. For
corporate and enterprise customers, Globe offers voice solutions that include regular and
premium conferencing, enhanced voice mail, IP-PBX solutions and domestic or international toll
free services.
Fixed Line Data
Fixed line data services include end-to-end data solutions customized according to the needs of
businesses. Globe’s product offerings include international and domestic leased line services,
wholesale and corporate internet access, data center services and other connectivity solutions
tailored to the needs of specific industries.
Globe’s international data services provide its corporate and enterprise customers with the most
diverse international connectivity solutions. Globe’s extensive data network allow customers to
manage their own virtual private networks, subscribe to wholesale internet access via managed
international private leased lines, run various applications, and access other networks with
integrated voice services over high-speed, redundant and reliable connections. In addition to
bandwidth access from multiple international submarine cable operators, Globe also has two
international cable landing stations situated in different locales to ensure redundancy and
network resiliency.
The Company’s domestic data services include data center solutions such as business
continuity and data recovery services, 24x7 monitoring and management, dedicated server
hosting, maintenance for application-hosting, managed space and carrier-class facilities for colocation requirements and dedicated hardware from leading partner vendors for off-site
deployment.
Other fixed line data services include premium-grade access solutions combining voice,
broadband and video offerings designed to address specific connectivity requirements. These
include Broadband Internet Zones (BIZ) for broadband-to-room internet access for hotels, and
Internet Exchange (GiX) services for bandwidth-on-demand access packages based on
average usage.
Broadband
Globe offers wired, fixed wireless, and fully mobile internet-on-the-go services across various
technologies and connectivity speeds for its residential and business customers. Tattoo@Home
consists of wired or DSL broadband packages bundled with voice, or broadband data-only
services which are available at download speeds ranging from 256 kbps up to 3 mbps. In
selected areas where DSL is not yet available, Globe offers Tattoo WiMAX, a fixed wireless
broadband service using its WiMAX network. Meanwhile, for consumers who require a fully
mobile, internet-on-the-go broadband connection, Tattoo On-the-Go allows subscribers to
access the internet using HSPA+, 3G with HSDPA, EDGE, GPRS or Wi-Fi at various hotspots
nationwide using a plug-and-play USB modem. This service is available in both postpaid and
prepaid packages. In addition, consumers in selected urban areas who require faster
connections have the option to subscribe to TattooTorque broadband plans using leading edge
GPON (Gigabit Passive Optical Network) technology with speeds of up to 100 mbps.
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Principal Competitive Strengths of the Company
Market Leadership Position
Globe is a major provider of telecommunications services in the Philippines. It is a strong player
in the market and operates one of the largest and most technologically-advanced mobile, fixed
line and broadband networks in the country, providing reliable, superior communications
services to individual customers, small and medium-sized businesses, and corporate and
enterprise clients. Globe’s distinct competitive strengths include its technologically advanced
mobile, fixed line and broadband network, a substantial subscriber base, high quality customer
service, a well-established brand identity and a solid track record in the industry.
Strong Brand Identity
The Company has some of the best-recognized brands in the Philippines. This strong brand
recognition is a critical advantage in securing and growing market share, and significantly
enhances Globe’s ability to cross-sell and push other product and service offerings in the
market.
Financial Strength and Prudent Leverage Policies
Globe’s financial position remains strong with ample liquidity, and debt at conservative levels. At
the end of 2011, Globe had total interest bearing debt of P48.7 billion representing 50% of total
book capitalization. Consolidated gross debt to equity ratio stood at 1.01:1 and is well within the
2:1 debt to equity limit prescribed by its debt covenants. Additionally, 89% of its debt is in pesos
while the balance of 11% is denominated in US dollars. Expected US dollar inflows from the
business offset any unhedged US dollar liabilities, helping insulate Globe’s balance sheet from
any volatilities in the foreign exchange markets.
Globe intends to maintain its strong financial position through prudent fiscal practices including
close monitoring of its operating expenses and capital expenditures, debt position, investments,
and currency exposures. Globe believes that it has sufficient financial flexibility to pursue its
strategies.
Proven Management Team
Globe has a strong management team with the proven ability to execute on its business plan
and achieve positive results. With its continued expansion, it has been able to attract and retain
senior managers from the telecommunications, consumer products and finance industries with
experience in managing large scale and complex operations.
Strong Shareholder Support
The Company’s principal shareholders are Ayala Corporation (AC) and Singapore Telecom
(STI), both industry leaders in the country and in the region. Apart from providing financial
support, this partnership has created various synergies and has enabled the sharing of best
practices in the areas of purchasing, technical operations, and marketing, among others.
Key Strategies and Objectives
Looking ahead, 2012 will continue to be marked by intense competition as the mobile industry
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approaches maturity. Both the more established as well as the newer and reenergized players
will further intensify efforts to gain market share through aggressive pricing offers. While Globe
expects to see continued growth in this industry given the increasing affordability of handsets
and service offerings, the rate of growth will likely be slower compared to prior years.
The current market situation brings much uncertainty. While overseas remittances continue to
grow and inflation has been manageable in 2011, it is difficult to anticipate the impact of the
global slowdown on domestic demand. The weaker consumer and business sentiment, and the
impact of Peso volatility on the spending behavior of OFW families, also presents downside
risks that will loom over the markets in the near term.
Amidst this uncertain environment, Globe will continue to focus on the fundamentals. Firstly,
Globe will continue to maximize the growth potentials of its core wireless business through
relevant, easy-to-use products delivered through a reliable network and industry-differentiating
customer service. The Company will sustain its focus on its priority segments for the mobile
business – such as the OFW families, the professionals, the entrepreneurs, the youth market,
as well as the mass markets – providing them with products and services attuned to their
lifestyles and budgets.
Secondly, Globe will sustain its investments in broadband and new growth areas. Globe will
specifically strengthen its broadband service delivery capabilities and enhance network
resiliency to ensure that the demands of its target segments are met, both for the fixed and fully
mobile broadband segments.
Thirdly, Globe will continue to enhance its cost structure to put it in a stronger position to provide
affordable products and services while investing in growth initiatives to serve the broader
market.
Consistent with these strategies and objectives, Globe’s ongoing network modernization and IT
transformation programs are aimed at significantly improving network quality and customer
experience, increase capacity, drive down costs, as well as prepare the network to meet the
needs of customers. Given the growing demand for bandwidth-heavy services, the
modernization program will bring significant improvements to network capacity leading to
improved reliability, ease of access and pervasive coverage. For the Company, this
transformation effort will enable improved revenue growth prospects, savings in capital spend
and operating expenses, as well as efficiencies resulting from synergies with a dedicated
vendor partner in Huawei, which has technical expertise and strong track record of success. By
adopting the latest technologies available today, Globe will be in a better position to provide the
needs of its customers, secure and enhance its position in this highly competitive market.
The Company is at the same time initiating an IT transformation project to create streamlined
and integrated information environment, in response to changing market and business
demands. The system transformation effort is a comprehensive re-engineering of Globe
Telecom’s IT systems over the next two years. This will result in convergent billings and more
innovative product development, faster response to customer queries and service requests by
our stores and call centers. The endeavor will result in quicker time-to-market for new products
that adapt to changing customer needs, and timely customer loyalty offers enabled by
enhancements in customer segmentation and usage monitoring. For the IT systems upgrade,
Globe has selected Amdocs as technology partner, given its extensive experience in business
process transformation and access to leading edge technology.
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Sales and Distribution Methods of Products and Services
Independent Dealers
Globe utilizes a number of independent dealers throughout the Philippines to sell and distribute
its prepaid wireless services. This includes major distributors of wireless phone handsets who
usually have their own retail networks, direct sales force, and sub-dealers. Dealers are
compensated based on the type, volume and value of reload made in a given period. This takes
the form of fixed discounts for prepaid airtime cards and SIM packs, and discounted selling price
for phonekits. Additionally, Globe also relies on its distribution network of over 782,000
AutoloadMax retailers nationwide who offer prepaid reloading services to Globe, TM, and Tattoo
subscribers.
Globe Stores
The Company has a total of 135Globe Stores in major cities across the country where
customers are able to inquire and subscribe to wireless, broadband and fixed line services,
reload prepaid credits, make GCash transactions, purchase handsets and accessories, request
for handset repairs, try out communications devices, and pay bills. The Globe Stores are also
registered with the Bangko Sentral ng Pilipinas (BSP) as remittance outlets.
In 2010, in line with the Company’s thrust to become a more customer-focused and servicedriven organization, Globe opened its Greenbelt 4 store in Makati using a new design concept.
Departing from the traditional store concept which is transactional in nature, the new redesigned
Globe Store carries a seamless, semi-circular, two-section design layout which allows anyone to
easily browse around the product display as well as request for after sales support. It also
boasts of a wide array of mobile phones that the customers can feel, touch and test. In addition,
there are laptops with high speed internet broadband connections for everyone to try.
The Globe store has an Express Section for fast transactions such as modification of account
information and subscription plans; a Full-Service Section for more complex transactions and
opening of new accounts; and a Cashier Section for bill payments. The store also has a selfhelp area where customers can, among others, print a copy of their bill, and use interactive
touch screens for easy access to information about the different mobile phones and Globe
products and services. Globe stores also include NegoStore areas, which serve as additional
sales channels for current and prospective Globe customers. Select stores also have ‘Tech
Coaches’ or device experts that can help customers with their concerns on their smartphones.
In 2011, the Company accelerated the roll-out of stores under the new format, averaging 4 to 5
new stores a month, nationwide. As of December 31, 2011, there are a total number of 64
Globe Stores under the new format, including stores in Alabang Town Center, SM City North
EDSA, SM City Fairview, Ayala Center Cebu, SM City Southmall, SM City Tarlac and Gaisano
Grand Mall in Tagum City.
Customer Facing Units
To better serve the various needs of its customers, Globe is organized along three key
customer facing units (CFUs) tasked to focus on the integrated mobile and fixed line needs of
specific market segments. The Company has a Consumer CFU with dedicated marketing and
sales groups to address the needs of individual retail customers, and a Business CFU (Globe
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Business) focused on the needs of big and small businesses. Globe Business provides end-toend mobile and fixed line solutions and is equipped with its own technical and customer
relationship teams to serve the requirements of its client base. Beginning 2011, Globe
organized an International Business Group tasked to grow and defend the Company’s
international revenues and to leverage the Company’s product portfolio to tap and develop
regional and global opportunities. This group was created to serve the voice, data and roaming
needs of overseas Filipinos and their families and loved ones in the Philippines, seafarers,
tourists, and business travellers.
Others
Globe also distributes its prepaid products SIM packs, prepaid call cards and credits through
consumer distribution channels such as convenience stores, gas stations, drugstores and
bookstores. Lower denomination prepaid loads are also available in public utility vehicles, street
vendors, and selected restaurants nationwide via the IDDTingi load, an international voice
scratch card in affordable denominations.
Service Areas
Armed with a nationwide local exchange franchise from the NTC, Innove will roll-out additional
lines over the next three-year period where it sees demand from business and residential
subscribers, in addition to its current service areas in Metro Manila, Cavite, Batangas, the
Visayas and Central Mindanao.
Market Coverage
Network Buildup
Globe continues to invest in expanding and enhancing the resiliency of its mobile network.
Globe has widened its nationwide reach, with 12,536 base stations and 6,963 cell sites to
support its 2G, 3G, 4G and WiMAX services, bringing geographic coverage to 97% and
population coverage to 99%.
Regional Expansion
The Company generates a significant portion of its service revenues from international long
distance (ILD) voice services, covering calls between the Philippines and more than 200 calling
destinations worldwide. The Company also has over 600 roaming partners. In 2004, the
Company joined the Bridge Alliance to enable it to offer a suite of mobile services and benefits
to its subscribers while roaming in the Bridge Alliance countries. Globe continues to seek tie-ups
in the overseas markets and introducing relevant offers to the OFW communities to further grow
its ILD business.
Broadband Deployment
The Company is expediting the roll-out of its broadband network to support an intensified push
into the at-home broadband and broadband-on-the-go markets. Globe is expanding its
broadband network nationwide using both wired and wireless technologies. Its DSL and 3G with
HSDPA service is now available in key broadband markets nationwide, with its network footprint
still expanding.
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To provide resiliency and geographic diversity to the Company’s existing cable systems, the
Company is also participating in the TGN-Intra Asia Cable System, an international submarine
cable project spearheaded by Tata Communications of India. This cable system will link the
country to Japan, Hong Kong, and Singapore with onward connectivity to the US. The
Philippine leg will terminate in the Company’s second landing station located in Northern Luzon.
Globe will be the exclusive landing party in the Philippines for this cable system.
New Globe 4G Network
At the second quarter of 2011, Globe Telecom started the commercial rollout of the improved
4G mobile technology, using global standard HSPA+ or Evolved High-Speed Packet Access.
Current subscribers from 19 pilot areas were the first to experience the benefits of the improved
service which will increase average data browsing speed to up to 4 to 6 Mbps.
To maximize the benefits of the 4G network, the Company started offering its clients with the
latest 4G enabled handsets, devices, applications, and contents. The Company expects to
increase its 4G footprint with the continued expansion of HSPA+ planned into 2012 with the
goal to start rolling out the Long Term Evolution (LTE) technology by 2012 in time for the
availability of LTE-enabled devices.
Recent Promotions
Globe introduced or continued the following services and promotions.
Prepaid Services
Plan

Details

SuperUnliAllTxt25

Unlimited texts to all networks + 10 minutes of calls to Globe/TM
+1 hour browsing valid for 1 day

SuperAllTxt20

250 texts to all networks + 10 minutes of calls to Globe/TM valid
for 1 day

SuperUnli

Unlimited call and text to Globe/TM + 20 texts to all networks
valid for 1 day

SuperTrio15

Unlimited text and 5 minutes of calls to Globe/TM + 5 texts to
other networks valid for 1 day

SuperTrio40

Unlimited text and 15 minutes of calls to Globe/TM + 15 texts to
other networks valid for 3 days

Superlahatxt20

Unlimited text and 100 minutes of calls to Globe/TM + 100 texts
to all networks + 5 international SMS + 1 hour browsing

Unlitxt10

Unlimited text to Globe/TM for 1 day

Superfree Weekends

Special perks for high-value prepaid subscribers through
SuperFree Weekends – FREE 250 texts to all networks + 1 hour
browsing valid from Saturday - Sunday when you load at least
P199 from Monday – Friday
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SuperUSdirect

Get your own (virtual) US number for PhP 699/mo. so anyone in
the US can call you at their local rates including US unlimited
plans

SuperIDD

The first Unlimited IDD to over 50 destinations worldwide.
Available in daily (PhP 149) and monthly (PhP 1999) variants

TipIDD Card

Lowest call card rate to Saudi at PhP 8/minute. (all competitors
are at 10/min)

Tingi IDD

40 pesos for 20 minutes to the US, Canada, Hongkong and
Singapore

Postpaid Services
Plan

Details

My Super plan

Design your own plan by combining your consumable plan with unlimited
services and preferred handsets while deciding your regular / monthly
freebies.

Family Combo

The first and only customizable family unlimited plan that gives customers
3 postpaid lines, 3 phones and 3 unlimited service that can be changed
monthly.

Unli Surf Combo

Get your dream gadget and use its full features using the plan that allows
unlimited mobile surfing.

Load Tipid Plan

The budget-friendly plan that allows subscribers to avail of budgetcontrolled plans and even allows the usage of consumables to Prepaid
promos.

Platinum

The premium postpaid plan that offers the ultimate in personalized service
and rewards.

Data and Broadband Services
Brand

Details
Globe Telecom broadband brand revitalized its campaign with the launch of All
New Tattoo, the broadband powered by Globe: Live Without Limits. The
service offers several options to its subscribers with the new customizable
Tattoo @ Home plan that allows users to customize their plans according to
their needs.

Tattoo

Globe Tattoo Super Stick is a USB-based modem allowing unlimited internet
surfing and SMS service anytime, anywhere using 4G technology for its
postpaid and prepaid plans.
Tattoo Superstick gives up to 3Mbps surfing speed and enables subscribers to
create their own WiFi hotspot that can be shared by up to 5 devices or
usersTattoo Myfi enables subscribers to connect WiFi-enabled devices to
Globe Telecom’s broadband service. This service is available in prepaid and
postpaid subscriptions.
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Tattoo WiMAX wireless broadband service uses plug and play device that
connects to Globe Telecom’s stable 4G connection providing an ultra-fast
wireless service.
Tattoo DSL is the traditional wired broadband connection which gives its
subscribers an unlimited surfing service.

International Services
Plan

Bridge Data Roam Unlimited
Data
Roaming Plan

Details
Globe Telecom’s partnership with Bridge Alliance, the leading mobile
alliance in Asia Pacific, launched Bridge DataRoamUnlimited, an unlimited
data roaming plan that offers one-flat rate across 11 territories in the Asia
Pacific region. The countries included in this coverage are Airtel (India),
AIS (Thailand), CSL (Hong Kong), CTM (Macau), Globe Telecom
(Philippines), Maxis (Malaysia), SingTel Mobile (Singapore), SingTel Optus
(Australia), SK Telecom (Korea), Taiwan Mobile (Taiwan) and Telkomsel
(Indonesia).Globe Telecom customers are offered flexible plans depending
on their needs: US$10 for 1 day; US$27 for 3 days and US$40 for 5 days.

Globe Business Services
Product

Mobility

Business
Voice

Details
Business Plus

Allows companies to customize their postpaid subscription
according to their mobile communication requirements.

Business Capped

Allows companies to manage their budget by providing a set
amount for communication needs.

Employee
Prepaid Plus

Allows customers to enjoy all the benefits of Globe prepaid plus
the VAS and Business Loop rate of their corporate account.

Tattoo Mobile
Broadband

Allows customers to connect to the internet from anywhere.

AMAX CE

AMAX CE is a full featured service that empowers the Company
to pass prepaid credits to their employees.

TxtConnect

TxtConnect is a full featured web-based service that empowers a
Company to broadcast messages to a predetermined subscriber
or recipient base.

Globelines

Cost-efficient voice solutions addressing business requirements
Provides quality voice service from basic direct line to multichannel line services (Analog trunk lines & Centrex).

ISDN – PRI

An all-digital voice line, used mainly as voice trunks for PBX’s.
It has DID and DOD channels that adjust automatically and
therefore do not require programming by the customer, aside
from eliminating the need for an operator or IVRS.

Mobile

Allows clients to save on communication costs by empowering
them using Globe Telecom’s mobile network when making calls.
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Deskphone
Also allows clients to be contactable even if there’s no available
wired facility in their location.
GSM PBX

An advanced-feature SIM cellular device that is connected to a
Company’s private telephony system (PABX).
The service allows clients to save on communication costs when
making mobile calls.

Toll–Free
Services

Domestic or international toll-free services that feature vanity
numbers (domestic) or universal international freephone number
(UIFN).
DTFS is accessible nationwide using Globe Telecom landline and
mobile only.
ITFS available in various countries and territories - options for
UIFN as well.

Hosted Contact
Center (HCC)

HCC is an end-to-end hosted solution that offers a highly
scalable, multi-channel contact center solution that enables
organizations to communicate more effectively with their
customers.
Delivers full-featured contact center applications.

Corporate
(CIDD)

IDD

Managed IP-PBX

CIDD is a fully-managed and cost-efficient voice solution for
companies with high volume of outbound and inbound voice
traffic to and from almost any international destination.
MIP is a fully-managed voice service enabling companies to
enjoy the benefits of IP telephony without the complexity and high
upfront capital expense.
It follows a modular mix-and-match approach and supports a
wide range of configurations to meet a broad spectrum of
business communication needs.

Audiocon

Reservation-less conferencing that allows group of up to 40
people to have on-demand conference calls controlled by the
Organizer.
Enables meeting organizers to conduct audio conferencing from
disparate locations using landline and mobile phones.

Collaboration

Web
Conferencing

An application that enables communication of two or more people
over the web in real time.
Combines desktop sharing through a web browser with phone
conferencing and video.

Telepresence

Most advanced close-to-live teleconferencing solution that can
replicate an "in-person" meeting experience.
Utilizes advanced collaboration technologies, which transmit life-
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size, high definition images and spatial discrete audio.
M2M
(Machine to
Machine)

M2M

M2M enables machines, equipment, assets or things to remotely
exchange real-time data with other machines, people or
information systems through a communication network. M2M
solutions are created to provide new ways of doing things.

Infrastructure-asa-Service

With Globe Telecom’s Business Infrastructure-as-a-Service,
there's no need to buy and maintain your own cluster of servers.
Gain access in Cloud to a readily available utility service that
provides the best-of-breed IT resources when in need.

Data Center

Data Center is a technologically advanced, highly secured
infrastructure where clients can store vital data, hardware & run
mission critical business systems and applications.

Ethernet Services

Point to point or multi-point connectivity services designed to
connect the business head of fice to its remote sites.

Hosting
Services

E-LAN: Multi-point high-quality L2 Ether net service with 3levels
of QoS namely standard, business and premium
E-LINE: Point-to-point ultra-high bandwidth connectivity service
that is delivered to the customer via fiber optic cable and familiar
Ether net port.
E-LINK: Point-to-point high bandwidth and clear channel service
that connects the customer to the Globe network or Globe data
centers.
Freeway

Connectivity

Freeway-managed international data services using MultiProtocol Label Switching (MPLS) and Virtual Private LAN Service
(VPLS) technology.
Freeway IPL: Point to point private leased line service that
provides reliable connectivity, network security and high service
reliability.
Freeway Cebu to the World (C2W): Point to point private leased
line service designated for Cebu-based clients. It provides the
shortest path from Cebu to other countries without passing the
central technical operating centers in Manila and Makati.
Freeway ELAN: Multi-point, Ethernet service that delivers
scalable data connectivity. It provides three levels of Quality of
Service (QOS) -- standard, business and premium and uses
Virtual Private LAN Service (VPLS) technology.
Freeway E-LINE: Point to point high bandwidth connectivity and
security of traditional leased line and the simplicity and bandwidth
scalability of Ethernet connectivity.

International
Private Leased

Provides point-to-point bilateral international private leased line
service that is delivered in partnership with a global carrier. This
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Line (IPLC)

service is available in a variety of speeds with end-to-end service
level guaranteed and with extensive cable network coverage.

Managed
International Data
Services

Designed to address the customer’s need for optimizing Wide
Area Network (WAN) resources and accelerating business
applications to deliver better results.
International E-Line: Point-to-point over Ether net service
providing a dedicated international connection deployed via
SingTel’s extensive cable infrastructure.
International IP VPN: Private IP service solution using MPLS
technology that offers all the functionality of the previous
technologies but at a more affordable cost structure and with
more flexibility via any-to-any capability.
International ATM: Virtual, one-to-many access connection with
Class of Service (CoS) and offers reliable and secure data
transmission rates.
International Frame Relay: Virtual, one-to-many connection
providing reliable date transmission rates and many of the
performance and reliability characteristic of a dedicated, point-topoint connection.

Business IP /
Internet

Globe Telecom’s network enables borderless communication and
access to information through connectivity to multiple IP Peers
and Content Providers on strategically diverse International
PoPsin US and Asia.
Direct Internet: A Premium Internet Service utilizing leased-line
technology to deliver high speed internet access for fixed
bandwidth requirements that is dynamically routed to multiple
Global and local Pipers through a diverse submarine cable
network. It is provisioned as a Primary link and gateway to the
Global Internet for businesses that have determined bandwidth
requirements.
Burstable GIX: Burstable variant of Direct Internet, which offers
twice the subscribed bandwidth for traffic bursts. It employs 90th
percentile billing which is the most cost effective usage billing
scheme in the market.

VPN (Virtual
Private Network)
Express

VPN Express is a cost effective, IP-based service that allows the
customer to send encrypted confidential business data over the
Internet.

Domestic Leased
Lines

High bandwidth application which can serve up to 10Gbps.

Direct
Internet/Burstable

A premium internet service utilizing leased-line technology to
deliver high speed internet access for fixed bandwidth
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GXI/Freeway IP

requirements that is dynamically routed to multiple Global and
local IP Peers through a diverse submarine cable network.
Burstable variant of Direct Internet, which offers twice the
subscribed bandwidth for traffic bursts. It employs 90th percentile
billing which is the most cost effective usage billing scheme in the
market.

Domestic Frame
Relay

Through the use of low-cost equipment and permanent virtual
circuits (PVCs), it can create the private network you need
without the exorbitant cost of private lines.

Managed CPE

Provides professional configuration, maintenance and monitoring
support for network equipment. This gives customers peace of
mind knowing that their equipment is working properly and is
constantly monitored by highly-skilled and certified network
professionals.

Small and Medium Enterprise (SME) Services
Product Name

Negostore

Negostarter Kit CD

“What type of Business
Leader are you”
Campaign

Details
Transformation of the “Business Life Zone” in Globe Telecom retail concept
stores into more attractive and compelling areas that show Globe Telecom
Business offers more clearly and visibly to its customers, with frontlines
prepared to address the business needs of Corporate and SME customers.

A “virtual salesperson” that profiles the needs of entrepreneurs and
matches them with an appropriate suite of Globe Telecom Business
solutions.

A digital campaign that surveyed leadership styles of participants and then
matching their techniques with Globe Business solutions which will help
them manage and balance their life and business more effectively.

Competition
Mobile Market
The Philippine wireless market is a maturing market with a total industry SIM base of 93.7
million and wireless industry penetration rate of 97% as of December 31, 2011. Approximately
96% of industry subscribers are prepaid.
The Philippine government liberalized the communications industry in 1993 after a framework
was developed to promote competition within the industry and accelerate market development.
Ten operators were granted licenses to provide CMTS services and deploy the network
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technology of their choice – Globe, Innove (previously Islacom), Bayantel, CURE, Digitel
Telecommunications Philippines, Inc. (“Digitel”), Extelcom, MultiMedia Telephony, Next Mobile
(NEXTEL), Piltel and SMART. Eight operators continued on to operate commercially except for
Bayantel and MultiMedia which have yet to roll out their CMTS services commercially.
Since 2000, the mobile communications industry experienced a number of consolidations while
new players continued to enter the market. Philippine Long Distance and Telephone Company
(“PLDT”) acquired and consolidated SMART and Piltel in 2000 while Globe Telecom acquired
Islacom. In 2003, Digitel formally launched its mobile service under the brand name, Sun
Cellular. In 2008, SMART purchased CURE and subsequently launched another wireless brand,
Red Mobile. During the same year, San Miguel Corporation partnered with Qatar Telecom,
bought interests in Liberty Telecom Holdings, Inc., and announced plans to enter the mobile and
broadband businesses. In October 2011, PLDT acquired a controlling interest in Digitel, holding
approximately 99.4% of the outstanding common stock of Digitel.
The mobile market continues to grow as shown in the table below.
Mobile Subscribers (Mn)
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011

Penetration Rates (%)

1.13
1.62
2.68
5.26
10.53
15.17
22.31
32.87
34.61
42.04
54.86
68.03
75.43*
86.15*
93.74*

1.9
2.5
3.8
8.6
14.2
19.0
27.3
39.4
40.6
48.3
61.2
74.6
81.1
91.2
97.0

Growth Rate
45%
43%
65%
96%
100%
44%
47%
47%
5%
21%
30%
24%
11%
14%
9%

* Estimated end of year figures.
Source: National Telecommunications Commission (Statistical Data 2007), publicly available information and Company
estimates

In 2011, the mobile industry grew by 9% in SIM terms as nominal penetration rates reached
97%, ending with a cumulative industry base of 93.7 million. Globe ended the year with a SIM
base of 30.0 million, with an estimated SIM share of 32% compared to the prior year’s share of
31%.
With the high penetration level, high multi-SIM usage, and shifting of consumer preferences to
unlimited and bulk offers, competition in the mobile market continues to intensify. Sun Cellular
entered the market in 2003 with an unlimited call and text service that has allowed it to increase
its subscriber base. Both Globe and Smart responded by creating a new set of value
propositions for their subscribers in the form of bucket SMS and unlimited call and text offerings.
In 2008, PLDT purchased Connectivity Unlimited Resources Enterprises or CURE, one of the
four recipients of 3G licenses awarded by the NTC in 2005. PLDT subsequently launched its
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own 3G mobile service under the brand, Red Mobile, further heightening competition in the
market. In 2011, PLDT acquired a controlling interest in Digitel, which owns the Sun Cellular
brand, thereby allowing it to control over two-thirds of industry subscribers. , San Miguel
Corporation has also previously stated their interest in entering the mobile market, in addition to
their current presence in the broadband segment.
Fixed Line Voice Market
There are at least eight major local exchange carriers (LEC) in the Philippines with licenses to
provide local and domestic long distance services. Each LEC operator (other than PLDT and
Globe, both of whom are authorized to provide nationwide fixed line services) is assigned
service areas in which it must install the required number of fixed lines and provide service. The
NTC has created 15 such service areas in the Philippines. Rates for local exchange and
domestic long distance services are deregulated and operators are allowed to have metered as
well as flat monthly fee tariff plans for the services provided.
Over the past three years, several industry players, including Globe, Bayantel, and PLDT, have
introduced fixed wireless voice services that provided some mobile phone capabilities but had
the tariff structure of a fixed line voice service. Subscribers to this fixed wireless voice service
were able to enjoy limited mobility.
Industry size has been relatively flat, with the number of lines in service estimated at over 3.1
million lines as of December 31, 2011 with PLDT’s subscriber market share at 61%, followed by
Globe (15%), Digitel (13%) and Bayantel (11%).
Competition in the fixed line voice market intensified over the past years as the major players,
Globe, Bayantel, and PLDT introduced fixed wireless voice services with limited mobile phone
capabilities to take advantage of the increasing preference for mobile services. Fixed wireless
services were initially offered in postpaid versions in selected areas where there were no
available fixed line facilities but prepaid kits were eventually made available as coverage was
expanded.
Fixed Line Data Market
The fixed line data business is a growing segment of the fixed line industry. As the Philippine
economy grows, businesses are increasingly utilizing new networking technologies and the
internet for critical business needs such as sales and marketing, intercompany communications,
database management and data storage. The expansion of the local IT Enabled Service (ITES)
industry which includes call centers and Business Process Outsourcing (BPO) companies has
also helped drive the growth of the corporate data business.
Dedicated business units have been created and organized within the Company to focus on the
mobile and fixed line needs of specific market segments and customers – be they residential
subscribers, wholesalers and other large corporate clients or smaller scale industries. This
structure has also been driven by Globe’s corporate clients’ preferences for integrated mobile
and fixed line communications solutions.
Broadband Market
Broadband continues to be a major growth area for the local telecom industry. Industry
subscribers grew by about 25% to 4.6 million in 2011 from 3.7 million the previous year. The
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aggressive network roll-out of the various operators, the wider availability of affordable prepaid
broadband packages, as well as lower PC and USB internet stick prices were the main drivers
of subscriber growth. Operators used both wired and wireless technologies to serve the growing
demand for internet connectivity.
While household penetration rates remained low, competition in this space was intense.
Operators accelerated the rollout of their broadband network, and introduced more affordable
and bundled offerings.
As of end 2011, Globe had 1.4 million subscribers, up by 31% from the prior year. The
Company’s subscriber share was estimated at 31%, the same level as it was in 2010. PLDT had
2.4 million subscribers with a subscriber share of 52%, from 56% the year before. Globe and
PLDT accounted for about 83% of cumulative subscribers. Wireless broadband subscribers
account for around two thirds of the combined broadband subscribers of Globe and Smart.
In February 2010, Liberty Telecoms Holdings, Inc., a partnership between San Miguel
Corporation and Qtel Group of Qatar Telecom, launched its WiMAX broadband service under
the brand name Wi-Tribe. It ended the year with an estimated 80,000 subscribers.
International Long Distance Market
Total inbound international long distance (ILD) traffic for the year was higher against 2010
levels, while the lower volume total outbound international traffic decreased due to the
availability of alternative communication modes, including email, instant messaging, social
network sites, and voice over IP. International long distance providers in the Philippines
generate revenues from both inbound and outbound international call traffic whereby the pricing
of calls is based on agreed international settlement rates. Similarly, settlement rates for
international long distance traffic are based on bilateral negotiations. Commercial negotiations
for these settlement rates are settled using a termination rate system where the termination rate
is determined by the terminating carrier (e.g. Philippines) in negotiation with the originating
foreign correspondent.
To date, there are eleven licensed international long distance operators, nine of which directly
compete with Globe for customers. Both Globe and Innove offer ILD services which cover
international calls between the Philippines and over 200 calling destinations. To drive growth in
this segment, the Company offers discounted call rates to popular calling destinations, sustains
its usage campaigns and marketing efforts for OFW SIM packs, and ensures the availability of
popular prepaid load denominations.
Suppliers
Globe works with both local and foreign suppliers and contractors. Equipment and technology
required to render telecommunications services are mainly sourced from foreign countries. Its
principal suppliers, among others, are as follows:
The Company’s suppliers of mobile equipment include Nokia/Siemens (Finland); Ericsson Radio
Systems AB (Sweden), Ericsson (Sweden), Alcatel (France), and Huawei Technologies Co.,
Ltd. (China). For the Company’s network modernization program, Huawei was the selected
partner given its technical expertise and strong track record of success. Huawei has likewise
committed to establish a Joint Innovation Center (JIC) that would bring the latest technological
developments and help address the Company’s customization needs.
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For fixed line and broadband, Globe’s principal equipment suppliers include Fujitsu Ltd. (Japan),
Lucent Technologies (USA), NEC (Japan), Alcatel (Italy), Motorola (USA), AT&T Global (US),
British Telecom (UK), Huawei Technologies Co., Ltd. (China), Singapore Telecom (Singapore),
Tellabs (USA/Singapore) and NERA (Norway).
Customers
Globe has a large subscriber base across the country. On the mobile front, the Company ended
the year with 30.0 million mobile subscribers/SIMs, comprised of 1.5 million postpaid and
approximately 28.5 million prepaid subscribers. Meanwhile, Globe has over 671,000 fixed line
voice subscribers and around 1.4 million broadband customers.
No single customer and contract accounted for more than 20% of the Company’s total sales in
2011.
Transactions with Related Parties
Globe Telecom and Innove, in their regular conduct of business, enter into transactions with
their major stockholders, AC and STI, venturers and certain related parties. These transactions,
which are accounted for at market prices normally charged to unaffiliated customers for similar
goods and services, include the following:
Entities with joint control over Globe Group – AC and STI
•

Globe Telecom has interconnection agreements with STI. The related net traffic settlements
receivable (included in “Receivables” account in the consolidated statements of financial
position) and the interconnection revenues earned (included in “Service revenues” account
in the consolidated statements of comprehensive income) are as follows:

(In Thousand Pesos)
Traffic settlements receivable –
net
Interconnection revenues – net
•

2011

2010

2009

P
= 36,994
1,136,294

P
= 124,319
1,857,336

P
= 34,487
2,097,734

Globe Telecom and STI have a technical assistance agreement whereby STI will provide
consultancy and advisory services, including those with respect to the construction and
operation of Globe Telecom’s networks and communication services (see Note 25.6),
equipment procurement and personnel services. In addition, Globe Telecom has software
development, supply, license and support arrangements, lease of cable facilities,
maintenance and restoration costs and other transactions with STI.

The details of fees (included in repairs and maintenance under the “General, selling and
administrative expenses” account in the consolidated statements of comprehensive income)
incurred under these agreements are as follows:
(In Thousand Pesos)
Technical assistance fee
Maintenance and restoration costs
and other transactions

2011
P
= 179,014

2010
P
= 149,662

2009
P
= 99,903

53,996

86,901

216,701
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Software development, supply,
license and support

25,999

26,904

26,924

The net outstanding balances due to STI (included in the “Accounts payable and accrued
expenses” account in the consolidated statements of financial position) arising from these
transactions are as follows:
(In Thousand Pesos)
Technical assistance fee
Software development, supply,
license and support
Maintenance and restoration costs
and other transactions
•

2010
P
= 48,870

2009
P
= 24,180

80,377

26,640

45,734

23,103

28,818

33,555

Globe Telecom earns subscriber revenues from AC.
The outstanding subscribers
receivable from AC (included in “Receivables” account in the consolidated statements of
financial position) and the amount earned as service revenue (included in the “Service
revenues” account in the consolidated statements of comprehensive income) are as follows:
(In Thousand Pesos)
Subscriber receivables
Service revenues

•

2011
P
= 54,873

2011
P
= 1,718
12,640

2010
P
= 3,152
13,214

2009
P
= 1,454
12,553

Globe Telecom reimburses AC for certain operating expenses. The net outstanding
liabilities to (included in “Accounts payable and accrued expenses” account in the
consolidated statement of financial position) and the amount of expenses incurred (included
in the “General, selling and administrative expenses” account in the statements of
comprehensive income) are as follows:
(In Thousand Pesos)
General, selling and administrative
expenses
Accounts payable and accrued
expenses

2011

2010

2009

P
= 7,878

P
= 26,847

P
= 21,118

234

–

31,343

Joint Ventures in which the Globe Group is a venturer
•

Globe Telecom has preferred roaming service contract with Bridge Mobile Pte. Ltd. (BMPL).
Under this contract, Globe Telecom will pay BMPL for services rendered by the latter which
include, among others, coordination and facilitation of preferred roaming arrangement
among JV partners, and procurement and maintenance of telecommunications equipment
necessary for delivery of seamless roaming experience to customers. Globe Telecom also
earns or incurs commission from BMPL for regional top-up service provided by the JV
partners. The net outstanding liabilities to BMPL related to these transactions amounted to
P
= 1.00 million, P
= 2.89 million and P
= 1.02 million as of December 31, 2011, 2010 and 2009,
respectively. Balances related to these transactions (included in “General, selling and
administrative expenses” account in the consolidated statements of comprehensive income)
amounted to P
= 12.24 million, P
= 12.07 million and P
= 23.98 million, as of December 31, 2011,
2010 and 2009, respectively.
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•

In October 2009, the Globe Group entered into an agreement with BPI Globe BanKO for the
pursuit of services that will expand the usage of GCash technology. As a result, the Globe
Group recognized revenue amounting to P
= 2.86 million and P
= 9.99 million in 2011 and 2009,
respectively. The revenue earned in 2010 is immaterial. The related receivables amounted
to P
= 2.01 million, P
= 9.19 million and P
= 11.19 million in 2011, 2010 and 2009, respectively.

Transactions with the Globe Group retirement plan
•

In 2008, the Globe Group granted a short-term loan to the Globe Group retirement plan
amounting to P
= 800.00 million with interest at 6.20%. Upon maturity in 2009, the loan was
rolled over until September 2014 and bears interest at 7.75%. Further, in 2009, the Globe
Group granted an additional loan to the retirement fund amounting to P
= 168.00 million which
bears interest at 7.75% and is due also in September 2014.
The Globe Group retirement plan utilized the loan to fund its investments in Bethlehem
Holdings, Inc. (BHI), a domestic corporation that was organized to invest in media ventures.
In 2008 and 2009, BHI acquired controlling interest in Altimax Broadcasting Co., Inc.
(Altimax) and Broadcast Enterprises and Affiliated Media Inc. (BEAM), respectively.

• On August 13 and December 21, 2009, the Globe Group granted five-year loans amounting
to P
= 250.00 million and P
= 45.00 million, respectively, to BHI at 8.275% interest. The P
= 250.00
million loan is covered by a pledge agreement whereby in the event of default, the Globe
Group shall be entitled to offset whatever amount is due to BHI from any unpaid fees to
BEAM, BHI’s subsidiary, from the Globe Group. The P
= 45.00 million loan is fully secured by
a chattel mortgage agreement dated December 21, 2009 between Globe Group and BEAM.
•

On February 1, 2009, the Globe Group entered into a memorandum of agreement (MOA)
with BEAM for the latter to render mobile television broadcast service to Globe subscribers
using the mobile TV service. As a result, the Globe Group recognized an expense (included
in “Professional and other contracted services”) amounting to P
= 250.00 million in 2011 and
2010, and P
= 245.58 million in 2009.

•

On October 1, 2009, the Globe Group entered into a MOA with Altimax, a subsidiary of BHI,
for the Globe Group’s co-use of specific frequencies of Altimax’s for the rollout of broadband
wireless access to the Globe Group’s subscribers. As a result, the Globe Group recognized
an expense (included in “General, selling and administrative expenses” account in the
consolidated statements of comprehensive income) amounting to P
= 90.00 million in 2011
and 2010, and P
= 70.00 million in 2009, respectively.
Transactions with other related parties
Globe Telecom has subscriber receivables (included in “Receivables” account in the
consolidated statements of financial position) and earns service revenues (included in the
“Service revenues” account in the consolidated statements of comprehensive income) from
its other related parties namely, Ayala Land Inc., Ayala Property Management Corporation,
BPI, Manila Water Company, Inc., Integrated Microelectronics, Inc., Stream Global Services,
Inc., HR Mall Inc., Honda Cars, Inc., Isuzu Automotive Dealership, Inc., Accendo
Commercial Corp., Affinity Express Philippines, Inc., Alveo Land Corp., Asian I-Office
Properties, Inc., Avida Land Corp., Avida Sales Corporation, Ayala Hotels, Inc., Ayala Plans,
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Inc., Ayala Systems Technology, Inc., Cebu Holdings, Inc., Makati Development Corp.,
myAyala.com, Inc., North Triangle Depot Commercial Corp., PSI Technologies, Inc., Roxas
Land Corp, Serendra, Inc., Station Square East Commercial Corp., Ten Knots Development,
KHI ALI Manila, Inc., Lagoon Development Corp., Subic Bay Town Center, Inc., Ayala
Aviation Corporation, Laguna AAA Water Corp., Liveit Solution, Inc., Liveit Investments,
Ltd., Integreon, Inc., Arvo Commercial Corp., Amaia Land Corp. and Michigan Power.
The balances with other related parties are recorded under the following accounts:
(In Thousand Pesos)
Cash and cash equivalents
Service revenues
General, selling and administrative expenses
Property and equipment
Subscriber receivables (included in
“Receivables” account)
Accounts payable and accrued expenses

2011
P
= 1,098,168
306,846
288,351
137,209

2010
P
= 694,277
243,346
270,819
78,321

2009
P
= 1,302,806
233,388
282,064
55,992

65,694

150,403

112,981

32,750

21,496

14,913

The balances under “General, selling and administrative expenses” and “Property and
equipment” accounts consist of expenses incurred on rent, utilities, customer contract services,
other miscellaneous services and purchase of vehicles, respectively.
These related parties are either controlled or significantly influenced by AC.
Transactions with key management personnel of the Globe Group
The Globe Group’s compensation of key management personnel by benefit type are as follows:
(In Thousand Pesos)
Short-term employee benefits
Share-based payments
Post-employment benefits

2011
P
= 1,024,519
49,338
56,700
P
= 1,130,557

2010
P
= 976,103
104,788
132,406
P
= 1,213,297

2009
P
= 1,025,734
126,437
53,289
P
= 1,205,460

There are no agreements between the Globe Group and any of its directors and key officers
providing for benefits upon termination of employment, except for such benefits to which they
may be entitled under the Globe Group’s retirement plans.
The Globe Group granted short-term loans to its key management personnel amounting to
P
= 18.64 million, P
= 11.02 million and P
= 13.76 million in 2011, 2010 and 2009, respectively, included
in the “Prepayments and other current assets” in the consolidated statements of financial
position.
The summary of consolidated outstanding balances resulting from transactions with related
parties follows:
(In Thousand Pesos)
Cash and cash equivalents
Accounts payable and accrued expenses
Property and equipment

2011
P
= 1,098,168
193,304
137,209
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P
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Subscriber receivables (included in
“Receivables” account)
Traffic settlements receivable - net
(included in “Receivables” account)
Other current assets

69,311

162,741

125,621

36,994
3,312

124,319
5,461

34,487
1,475

Licenses, Patents and Trademarks
Globe currently holds the following major licenses:
Service
Globe
Wireless
Local Exchange Carrier
International Long Distance
Interexchange Carrier
VSAT
International Cable Landing Station
& Submarine Cable System
(Nasugbu, Batangas)
International Cable Landing Station
& Submarine Cable System
(Ballesteros, Cagayan)
International Cable Landing Station
& Submarine Cable System
(Nasugbu, Batangas)
International Cable Landing Station
& Submarine Cable System
(Ballesteros, Cagayan)

Type of
License
(1)

Date Issued or Last
Extended

Expiration Date

CPCN
(1)
CPCN
(1)
CPCN
(1)
CPCN
(1)
CPCN

December 24, 2030
December 24, 2030
December 24, 2030
December 24, 2030
February 6, 2021

CPCN

(1)

July 22, 2002
July 22, 2002
July 22, 2002
February 14, 2003
February 6, 1996
October 19, 2007

December 24, 2030

CPCN

(1)

June 29, 2010

December 24, 2030

CPCN

(1)

October 19, 2007

December 24, 2030

CPCN

(1)

June 29, 2010

December 24, 2030

Innove

Type of
Date Issued or Last
License
Extended
(1)
Wireless
CPCN
July 22, 2002
(1)
Local Wireline
CPCN
July 22, 2002
(1)
International Long Distance
CPCN
July 22, 2002
(1)
Interexchange Carrier
CPCN
April 30, 2004
1
Certificate of Public Convenience and Necessity. The term of a CPCN
term.

Expiration Date
April 10, 2017
April 10, 2017
April 10, 2017
April 10, 2017
is co-terminus with the franchise

In July 2002, the NTC issued CPCNs to Globe and Innove which allow the Company to operate
respective services for a term that will be predicated upon and co-terminus with the Company’s
congressional franchise under RA 7229 (Globe) and RA 7372 (Innove). Globe was granted
permanent licenses after having demonstrated legal, financial and technical capabilities in
operating and maintaining wireless telecommunications systems, local exchange carrier
services and international gateway facilities. Additionally, Globe and Innove have exceeded the
80% minimum roll-out compliance requirement for coverage of all provincial capitals, including
all chartered cities within a period of seven years.
Globe also registered the following brand names with the Intellectual Property Office, the
independent regulatory agency responsible for registration of patents, trademarks and
technology transfers in the Philippines: Globe, Globe Life Device, Globe Load, Globe
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Commerce, Globe International, Globe Platinum, Globe Kababayan, Globe Plans, Globe Calls,
Globe Labs, Globe GCash, Connected 24ever and Device, Gloo Netwrkz, Globe Landline
Postpaid Plus, Globe Share-A-Load, Globe Kababayan, Globe Broadband, Globe Telecom,
Pixlink, Unlichat, Appzone, Tipidd, Wizard, Duo Mobile Plus Landline in One, Astig Ang Signal
ng TM, Globe Tattoo, Globe Duo, Astig Ang Signal, Republika Ng TM Astig Tayo Dito, Tattoo,
Astig, Astig Rewards, Astigunli, Astig Load, Astig Pabonus Reward, TM Diskarte, Immortalload,
AstigTawag, Astigtxt, Todo Bigay Habambuhay, Duoplus, Load4life, Call4Life, Text4Life, Globe
Text, Todo Text, Globe Tattoo Youniverse, Immortaltxt, Superduo, Tattoo, Globe All you Can,
Ka-Globe Retailer Club, and Muzta!, Ang Wordlwidest, Globe for You, Globe Life, Globe
Content, My Rewards.MyGobe, Tattoo Superstick, Super Unli Call and Text, Tattoo Stick,
Tattoo Myfi, Tattoo Torque, Tattoo Live Without Limits.
Further, Globe also applied and registered the following brand names: Globe Telecom
(Australia, Taiwan, Japan, Singapore, Macau, Austria, Belgium, Cyprus, Czech Republic,
Denmark, Estonia, Finland, France, Germany, Great Britain, Greece, Hungary, Ireland, Italy,
Latvia, Lithuania, Luxembourg, Malta, Netherlands, Poland, Portugal, Slovak Republic,
Slovenia, Spain, Sweden, Korea, Canada), Globe and Globe Life Device (Hong Kong, Taiwan,
Singapore, Japan, Austria, Belgium, Cyprus, Czech Republic, Denmark, Estonia, Finland,
France, Germany, Great Britain, Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Luxembourg,
Malta, Netherlands, Poland, Portugal, Slovak Republic, Slovenia, Spain, Sweden, Macau,
Qatar, UAE, USA, Saudi Arabia), Globe GCash (Singapore, Hong Kong, United Kingdom,
Taiwan, Japan, Macau, Austria, Belgium, Cyprus, Czech Republic, Denmark, Estonia, Finland,
France, Germany, Great Britain, Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Luxembourg,
Malta, Netherlands, Poland, Portugal, Slovak Republic, Slovenia, Spain, Sweden, Qatar, Korea,
UAE, Saudi Arabia, Italy), Globe Kababayan (Singapore, Hong Kong, Taiwan, united Kingdom,
Australia, Japan, Macau, USA, Saudi Arabia, Austria, Belgium, Cyprus, Czech Republic,
Denmark, Estonia, Finland, France, Germany, Great Britain, Greece, Hungary, Ireland, Italy,
Latvia, Lithuania, Luxembourg, Malta, Netherlands, Poland, Portugal, Slovak Republic,
Slovenia, Spain, Sweden, Malaysia, UAE, Italy), Globe Autoload Max (Norway, Singapore,
Austria, Belgium, Cyprus, Czech Republic, Denmark, Estonia, Finland, France, Germany, Great
Britain, Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, Netherlands,
Poland, Portugal, Slovak Republic, Slovenia, Spain, Sweden, Japan, Hong Kong), Globe MCommerce Hub (Taiwan, Singapore, Korea, Austria, Belgium, Cyprus, Czech Republic,
Denmark, Estonia, Finland, France, Germany, Great Britain, Greece, Hungary, Ireland, Italy,
Latvia, Lithuania, Luxembourg, Malta, Netherlands, Poland, Portugal, Slovak Republic,
Slovenia, Spain, Sweden, Australia, Macau, Qatar, Malaysia), Muzta, and Smiley With Salakot
Device (Japan, UK, Australia, Kuwait, USA), Smiley with Salakot (Japan, United Kingdom,
Australia, USA), and Muzta (Bahrain, UAE, Canada, Qatar, Saudi Arabia).
Innove registered "Innove Communications" and Gxchange registered "GXchange," “GCash
Remit,”and “GCash Click” with the Intellectual Property Office.
Government Approvals/ Regulations
The Globe Group is regulated by the NTC under the provisions of the Public Service Act (CA
146), Executive Order (EO) 59, EO 109, and RA 7925. Under these laws, Globe is required to
do the following:
a) To secure a CPCN/PA from the NTC for those services it offers which are deemed regulated
services, as well as for those rates which are still deemed regulated, under RA 7925.
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b) To observe the regulations of the NTC on interconnection of public telecommunications
networks.
c) To observe (and has complied with) the provisions of EO 109 and RA 7925 which impose
an obligation to rollout 700,000 fixed lines as a condition to the grant of its provisional
authorities for the cellular and international gateway services.
d) Globe remains under the supervision of the NTC for other matters stated in CA 146 and RA
7925 and pays annual supervision fees and permit fees to the NTC.
On October 19, 2007, the NTC granted Globe a CPCN to operate and maintain an International
Cable Landing Station and submarine cable system in Nasugbu, Batangas
On May 19, 2008, Globe Telecom, Inc. announced that the National Telecommunications
Commission (NTC) has approved the assignment by its wholly-owned subsidiary, Innove, of its
Touch Mobile (TM) consumer prepaid subscriber contracts in favor of Globe. Globe would be
managing all migrated consumer mobile subscribers of TM, in addition to existing Globe
subscribers in its integrated cellular network.
On June 29, 2010, the NTC granted Globe a CPCN to operate and maintain an International
Cable Landing Station and submarine cable system in Ballesteros, Cagayan Province.
Research and Development
Globe did not incur any research and development costs from 2008 to 2011.
Compliance with Environmental Laws
The Globe Group complies with the Environmental Impact Statement (‘EIS’) system of the
Department of Environment and Natural Resources (‘DENR’) and pays nominal filing fees
required for the submission of applications for Environmental Clearance Certificates (‘ECC’) or
Certificates of Non-Coverage (‘CNC’) for its cellsites and certain other facilities, as well as
miscellaneous expenses incurred in the preparation of applications and the related
environmental impact studies. The Globe Group does not consider these amounts material.
The Company has not been subject to any significant legal or regulatory action regarding noncompliance to relevant environmental regulations.
Employees
The Globe Group has 5,757 active regular employees as of December 31, 2011, of which about
9% or 494 are covered by a Collective Bargaining Agreement (CBA) through the Globe Telecom
Employee’s Union (GTEU).
The Company has a long-standing, healthy, and constructive relationship with the GTEU
characterized by industrial peace. It is a partnership that mutually agrees to focus on shared
goals – one that has in fact allowed the attainment of higher levels of productivity and consistent
quality of service to customers across different segments.
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Strong partnership and mutual understanding between the company and the union has been
continuously demonstrated throughout the years. In fact, throughout the many changes and
transformations initiated by the Company to achieve its goals, the union has been there,
working hand in hand with the Company in support of its business goals.
GTEU and Globe has concluded its 5-year collective bargaining agreement for year 2011-2015,
a testament to the strong and peaceful relationship between the two.
Breakdown of employees by main category of activity from 2009 to 2011 are as follows:
Employee Type
2011
2010
Rank & File, CBU
2,812
Supervisory
1,714
Managerial
920
Executives
311
Total *
5,757
*Includes Globe, Innove, & GXI (excluding Secondees)

2009
2,844
1,683
839
301
5,667

2,750
1,600
800
301
5,451

Globe continues to explore new ways to enhance employee productivity and realize operating
efficiencies. The Company believes that these initiatives will improve corporate agility, enhance
Globe’s overall competitiveness and strengthen its position as a service leader in the telecom
industry, thereby enhancing shareholder value.
Capital Expenditure Plans
The Company’s planned capital expenditures (“CAPEX”) for 2012 total to aboutUS$750 – 800
million. This includes US$530 million for the Company’s network and IT transformation
initiatives and about US$220 – 270 million in investments for its fixed line network, submarine
cable facilities, IT infrastructure, and other selling and general capital expenditures.
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Buildings and Leasehold Improvements
Globe owns several floors of Pioneer Highlands Towers 1 and 2, located at Pioneer Street in
Mandaluyong City, which serves as its corporate headquarters. This building was later
renamed as Globe Telecom Plaza. Globe also has started construction work on its future Head
Office in the Fort Bonifacio Global City Taguig, which is expected to be completed by 2013. In
addition, the Company also owns host exchanges in the following areas: Bacoor, Batangas,
Ermita, Iligan, Makati, Mandaluyong, Marikina, Vito Cruz, Cubao-Aurora, among others.
The Company leases office spaces along Sen. Gil Puyat Avenue, EDSA and Ermita for its
technical, administrative and logistics offices and host exchange, respectively. It also leases the
space for most of its Globe Stores, as well as its 12,536 base stations and 6,963 cell sites
throughout the Philippines.
Globe’s existing business centers and cell sites located in strategic locations all over the country
are generally in good condition and are covered by specific lease agreements with various lease
payments, expiration periods and renewal options. As the Company continue to expand its
network in the next 12 months, Globe intends to lease more spaces for additional cell sites,
stores, and support facilities with lease agreements, payments, expiration periods and renewal
options that are undeterminable at this time. (For additional details on Buildings and Leasehold
Improvements, see Note 7 of the attached notes to the 2011 Audited Financial Statements)
Telecommunications Equipment
As of 31 December 2011, the Company has mobile switching centers, 2G and 3G mobile
switching systems, transit switching centers and home location registers located in key areas
nationwide. It also utilizes a number of short messaging service centers, multimedia messaging
service centers and a wireless application protocol gateway to handle its SMS and value-added
services traffic.
The infrastructure for Innove’s fixed telephone service includes a number of telephone switching
exchanges and remote switching units in key locations in Metro Manila, the National Capital
Region, Visayas and Mindanao. The Company has 1.5 million installed fixed lines.
For its international and domestic long distance telephony business, Globe has a number of toll
switching systems in the National Capital Region, Visayas and Mindanao. It also operates
international gateway facilities to serve its international connectivity requirements.
Globe also has a national transmission network that includes a microwave Synchronous Digital
Hierarchy (‘SDH’) backbone that stretches from the northern part of Luzon to the southern part
of Mindanao, supplemented by leased fiber optic networks in urban areas. Globe also
established, operates and maintains a FOBN linking the Luzon, Visayas and Mindanao island
groups to complement its microwave facilities and which offers flexibility for future
telecommunications technology including broadband, GPRS, 3G and broadband data
transmission. In November 2009, Globe completed work on its 2nd FOBN which is expected to
provide additional capacity and improve redundancy to its existing FOBN.
In November 2011, Globe announced a landmark mobile network modernization program that
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significantly improve network quality and customer experience, increase capacity, drive down
costs, as well as prepare the network to meet the needs of customers today and in the future.
Given the growing demand for bandwidth-heavy services, the modernization program will bring
significant improvements to network capacity leading to improved reliability, ease of access and
pervasive coverage. This modernization includes upgrading to a more efficient and HSPA+ and
LTE-ready network by deploying single-cabinet base stations with more efficient energy and site
footprint, and Software Defined Radio (SDR) base stations that support multiple technologies
and allows for flexible and quick capacity expansion for future need. The transport facilities will
also be upgraded to a more resilient, all-IP architecture to improve scalability and traffic
efficiency through increased fiberization of access and fringe core network and deployment of
40/100Gbps Dense Wavelength Division Multiplex (DWDM) transport backbone. For this
network modernization program, Globe will be investing around US$700 million in capital
expenditures over the next 5 years, with US$480 million to be spent in 2012 and US$95 million
in 2013.
Investments in Cable Systems
To provide resiliency and geographic diversity, Globe has also invested in several submarine
cable systems, which the Company either owns or leases a share of the systems’ total capacity.
Investments in cable systems include the cost of the Globe Group’s ownership share in the
capacity of certain cable systems under Construction & Maintenance Agreements; or
indefeasible rights of use (IRUs) under Capacity Purchase Agreements.
To date, Globe has investments in the following cable systems (shown below with their major
connectivity paths):
•
•
•
•
•

•

APCN2 – Asia Pacific Cable Network-2 (Trans-Asian region);
China-U.S. – (connects North Asia, mainly China to the United States);
C2C – City-to –City (Trans-Asian region);
SEA-ME-W3 – Southeast Asia-Middle East-Western Europe;
SJC – Southeast Asia Japan Cable System – connects Singapore, Hong Kong, Japan
and the Philippines, with possible branches to other Asian destinations (expected to be
operational by 2013)
TGN-IA – Tata Global Network – Intra Asia cable system - connects Singapore,
Vietnam, Hong Kong, and the Philippines to the United States; and

The Company also has an international cable landing station located in Nasugbu, Batangas that
lands the C2C cable network, a 17,000 kilometer long submarine cable network linking the
Philippines to Hong Kong, Taiwan, China, Korea, Japan and Singapore. Globe has separately
purchased capacity in the C2C cable network which it subsequently transferred to its subsidiary,
Innove.
Additionally, Globe has acquired capacities, either through lease or IRU, in selected cable
systems where the Company is not a consortium member or a private cable partner. These
include capacities in East Asia Crossing (EAC), and Fiber Optic Link Around the Globe (FLAG),
among others.
On 17 March 2009, Globe formally opened its second international cable landing station in
Ballesteros, Cagayan with the Company being the exclusive landing party in the Philippines to
the Tata Global Network – Intra Asia (TGN-IA) cable system. TGN-IA is a 6,700 kilometer trans-
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Asian submarine cable system that links the Ballesteros, Cagayan cable landing station in the
Philippines to Japan, Hong Kong, Vietnam, and Singapore with onward connectivity via the
TGN-Pacific network to Guam and the United States.
In December 2009 Globe signed an agreement to be the exclusive landing party in the
Philippines of the Southeast Asia Japan Cable (SJC) cable system, one of the highest capacity
systems in the world (with an initial design capacity of 17 terabits per second that can be
upgraded to 23 tbps). Expected to be completed by 2013, Globe joins some of the biggest
names in the industry including Google, SingTel, KDDI, Telkom Indonesia China Telecom and
TOT of Thailand, to name a few, in this venture.
For more information on the Company’s properties and equipment, refer to Note 7 of the
attached notes to the consolidated financial statements.
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The following are the legal proceedings which the Issuer deems significant.
A. SMS Rate Reduction Issue
In December 2011, the NTC issued show cause letters to all Cellular Mobile Telephone Service (“CMTS”)
providers including Globe for supposed refusal to reduce text messaging or retail charges to their
subscribers from One Peso (P1.00) to Eighty Centavos (P0.80) despite the NTC Circular mandating the
reduction of inter network connection charges from Thirty Five Centavos (P0.35) to Twenty Centavos
(P0.20). Globe sought to dismiss the charges, among others, on the ground that the NTC Circular did not
mandate a reduction in retail rates and any such reduction in retail rates requires a prior quasi-judicial
process and not a mere circular.
B. Innove-Altimax Frequency Sharing Issue
In 2008, Bethlehem Holdings Inc., an investee in the Globe Group Retirement Fund purchased 39% of
Altimax Broadcasting Inc. (“Altimax”), a company with a legislative franchise for nationwide broadcasting
services which was granted by the NTC Provisional Authorities (“PAs”), particularly via the Multichannel
Multipoint Distribution System (“MMDS”) and Direct Broadcasting System.
Altimax and Innove entered into an agreement whereby Innove was allowed use of the 2596-2627 mhz
frequency bandwidth assigned by NTC to Altimax, for Innove’s Broadband Wireless Access (“BWA”)
services.
Smart filed with the NTC Case No. 2011-056 for cancellation of Altimax’s PAs and recall its frequencies
for supposed failure to operate within three (3) years from issuance of legislative franchise, alleged illegal
renewals by NTC of the PAs, and illegal arrangement for Innove’s use of Altimax’s frequencies. Innove
and Altimax moved to dismiss in that (i) only the State can ask for revocation of a franchise thru quo
warranto in a regular court, (ii) Smart is not a real party in interest as it has not shown injury, (iii) co-use of
frequency is not prohibited and in fact mandated by a DOTC Circular issued in 1980 to promote efficient
and optimal use of radio frequency spectrum a scarce public resource, (iv) while Altimax may not have
rolled out its network in three (3) years, it is a going concern and its PAs and renewals were granted by
NTC in quasi-judicial proceedings where everyone had the opportunity to oppose, and (v) the
convergence between Altimax and Globe technologies would result in the provision of broadcast,
broadband and telephony services all in one to the great public benefit. Innove and Altimax's motion to
dismiss has been submitted for resolution by the NTC.
In a related development, on March 14, 2012, Globe, Innove and the NTC were invited to the House of
Representatives' Committee on Legislative Franchises hearing on the Innove-Altimax frequency sharing
deal. The inquiry essentially involved the same issues raised by Smart in its complaint against Innove and
Altimax before the NTC. In response, Innove and Altimax through their lawyers ventilated the same
defenses before said Committee. The Committee decided to refer the matter to a technical working group
for further action, and required the invited parties to file their respective position papers on the subject,
which they did in early April 2012.
C. Pulse Billing Issue
On 23 July 2009, the NTC issued NTC Memorandum Circular (MC) No. 05-07-2009 (Guidelines on Unit
of Billing of Mobile Voice Service). The MC provides that the maximum unit of billing for the cellular
mobile telephone service (CMTS) whether postpaid or prepaid shall be six (6) seconds per pulse. The
rate for the first two (2) pulses, or equivalent if lower period per pulse is used, may be higher than the
succeeding pulses to recover the cost of the call set-up. Subscribers may still opt to be billed on a one
(1) minute per pulse basis or to subscribe to unlimited service offerings or any service offerings if they
actively and knowingly enroll in the scheme. In compliance with NTC MC 05-07-2009, Globe refreshed
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and offered to the general public its existing per-second rates that, it bears emphasizing, comply with the
NTC Memorandum Circular. Globe made per second charging for Globe-Globe/TM-TM/Globe available
for Globe Subscribers dialing prefix 232 (GLOBE) OR 803 plus 10-digit TM or Globe number for TM
subscribers. The NTC, however, contends that Globe’s offering does not comply with the circular and
with the NTC’s Order of 7 December 2009 which imposed a three-tiered rate structure with a mandated
flag-down of P3.00, a rate of P0.4375 for the 13th to the 160th second of the first minute and P0.65 for
every 6-second pulse thereafter. On 9 December 2009, the NTC issued a Cease and Desist Order
requiring the carriers to refrain from charging under the previous billing system or regime and refund
consumers.
Globe maintains that the Order of the NTC of 7 December 2009 and the Cease and Desist Order are void
as being without basis in fact and law and in violation of Globe’s rights to due process. Globe, Smart, Sun
and CURE all filed petitions before the Court of Appeals seeking the nullification of the questioned orders
of the NTC. On 18 February 2010, the Court of Appeals issued a Temporary Restraining Order
preventing the NTC from enforcing the disputed Order.
On 25 May 2010, the CA issued a writ of preliminary injunction directing the NTC to cease and desist
from enforcing their assailed Order/s. On 28 December 2010, the CA rendered a Decision declaring the
questioned decisions invalid for being violative of the Petitioners’ right to due process, among others.
The Petitioners and the NTC filed their respective Motions for Partial Reconsideration. The motions were
DENIED by the CA in an Order dated 19 January 2012. Due to lack of material time, the NTC and the
Petitioners seasonably filed their respective Motions for Extension of Time to File Petition for Review with
the Supreme Court. Globe filed its Petition on 12 March 2012. As of the end of March 2012, all parties
have already filed their petitions with the Supreme Court and are currently awaiting its action on said
petitions.
Globe believes that its legal position is strong and that its offering is compliant with the NTC’s
Memorandum Circular 05-07-2009, and therefore believes that it would not be obligated to make a refund
to its subscribers. If, however, Globe would be held as not being in compliance with the circular, Globe
may be contingently liable to refund to any complaining subscribers any charges it may have collected in
excess of what it could have charged under the NTC’s disputed Order of 7 December 2009, if indeed it is
proven by any complaining party that Globe charged more with its per second scheme than it could have
under the NTC’s 6-second pulse billing scheme stated in the disputed Order. Management has no
estimate of what amount this could be at this time.
D. Subictel v. Innove Issue
On 22 May 2006, Innove received a copy of the Complaint of Subic Telecom Company (“Subictel”), Inc.,
a subsidiary of PLDT, seeking an injunction to stop the Subic Bay Metropolitan Authority and Innove from
taking any actions to implement the Certificate of Public Convenience and Necessity granted by SBMA to
Innove. Subictel claimed that the grant of a CPCN allowing Innove to offer certain telecommunications
services within the Subic Bay Freeport Zone would violate the Joint Venture Agreement (“JVA”) between
PLDT and SBMA. The Supreme Court ordered the reinstatement of the case and has forwarded it to the
NTC-Olongapo for trial.
E. Various PLDT-BCC v. Innove/Globe Issues
On 12 September 2008, PLDT and its affiliate, Bonifacio Communications Corporation (BCC) and Innove
are in litigation over the right of Innove to render services and build telecommunications infrastructure in
the Bonifacio Global City. In the case filed by Innove before the NTC against BCC, PLDT and the Fort
Bonifacio Development Corporation (FBDC), the NTC has issued a Cease and Desist Order preventing
BCC from performing further acts to interfere with Innove’s installations in the Bonifacio Global City.
On 22 October 2008, in the case filed by PLDT against the NTC in Branch 96 of the Regional Trial Court
(RTC) of Quezon City, where PLDT sought to obtain an injunction to prevent the NTC from hearing the
case filed by Innove, the RTC denied the prayer for a preliminary injunction and the case has been set for
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further hearings. PLDT has filed a Motion for Reconsideration and Globe has intervened in this case. In
a resolution dated 28 October 2008, the RTC QC denied BCC’s motion for the issuance of a TRO. The
case is still pending with the QC RTC.
On 20 October 2008, in the case filed by BCC against FBDC, Globe Telecom and Innove, Bonifacio
Communications Corp. before the Regional Trial Court of Pasig, which case sought to enjoin Innove from
making any further installations in the BGC and claimed damages from all the parties for the breach of the
exclusivity of BCC in the area, the court did not issue a Temporary Restraining Order and has instead
scheduled several hearings on the case. The case is still pending with the RTC Pasig.
On 11 November 2008, BCC filed a criminal complaint against the officers of Innove, the FBDC and
Innove contractor Avecs Corporation for malicious mischief and theft arising out of Innove’s disconnection
of BCC’s duct at the Net Square buildings. The accused officers filed their counter-affidavits and are
currently pending before the Prosecutor’s Office of Pasig. The case is still pending resolution with the
Office of the City Prosecutor.
On 21 January 2011, BCC and PLDT filed with the Court of Appeals a Petition for Certiorari and
Prohibition against NTC, et al. seeking to annul the Orders of the NTC dated 28 October 2008 directing
BCC, PLDT and FBDC to comply with the provisions of NTC MC 05-05-02 and the CEASE AND DESIST
from performing further acts that will prevent Innove from implementing and providing telecommunications
services in the Fort Bonifacio Global City pursuant to the authorization granted by the NTC. BCC and
PLDT anchor their petition on the grounds that: 1) the NTC has no jurisdiction over BCC it being a non
telecommunications entity; 2) the NTC violated BCC and PLDT’s right to due process; and 3) there was
no urgency or emergency for the issuance of the cease and desist order.
On 25 April 2011, Innove filed its comment to the Petition arguing, among others, that Innove is duly
authorized to provide services in the BGC, that BCC and PLDT have no right to maintain their
monopolistic hold of the BGC telecommunications market; and that it is in the public’s best interest that
open access and free competition among telecom operators be allowed at the Bonifacio Global City.
On 16 August 2011, the Ninth Division of the CA ruled that PLDT’s case against Innove and the NTC
lacked merit, and thus denied the petition and DISMISSED the case. PLDT and its co-petitioner, BCC file
their motion for reconsideration. Innove seasonably filed its Opposition thereto. The case is pending with
the Court of Appeals.
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MARKET PRICE OF AND DIVIDENDS ON GLOBE’S COMMON
EQUITY AND RELATED STOCKHOLDER MATTERS
Stock Price History
Only the Common Shares of the Company are listed with the Philippine Stock Exchange.
The following table shows the high and low prices of Globe’s shares in the PSE for the years
2011 and 2010.
COMMON SHARES
Price Per Share (PHP)
High
Low

Calendar Period
2011:
First Quarter
891
660
Second Quarter
900
839
Third Quarter
990
850
Fourth Quarter
1,133
831
2010:
First Quarter
1,000
915
Second Quarter
1,035
850
Third Quarter
895
763
Fourth Quarter
905
771
*Source: Globe’s share prices from Bloomberg

The price as of March 30, 2012 was P1,134.00 per common share.
As of December 31, 2011, Globe’s capital stock consists of:
Stockholders’ equity at the end of 2011 stood at P48,428 million, 3% above the P46,869 million
level in 2010. Globe’s capital stock as of 31 December 2011 consists of the following:
Preferred Shares
Preferred stock at a par value of P5 per share of which 158 million shares are outstanding out of
a total authorized of 250 million shares.
Preferred stock has the following features:
a. Issued at P5 par;
b. Dividend rate to be determined by the Board of Directors at the time of Issue;
c. One preferred share is convertible to one common share starting at the end of the 10th year
of the issue date at a price to be determined by the Globe’s Board of Directors at the time of
issue which shall not be less than the market price of the common share less the par value
of the preferred share;
d. Call option – Exercisable any time by Globe starting at the end of the 5th year from issue
date at a price to be determined by the Board of Directors at the time of the issue;
e. Eligibility of Investors – Only Filipino citizens or corporations or partnerships wherein 60% of
the voting stock of voting power is owned by Filipino;
f. With voting rights;
g. Cumulative and non-participating;
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h. Preference as to dividends and in the event of liquidation; and
i. No preemptive right to any share issue of Globe, and subject to yield protection in case of
change in tax laws.
The dividends for preferred shares are declared upon the sole discretion of the Globe’s Board of
Directors.
As of April 30, 2012, none of the preferred shares have been converted to common shares.
Common Shares
Common shares at par value of P50 per share of which 132 million are issued and outstanding
out of a total authorized of 180 million shares.
Cash Dividends
Information on Globe Telecom’s declaration of cash dividends follows:

The dividend policy of Globe as approved by the Board of Directors is to declare cash dividends
to its common stockholders on a regular basis as may be determined by the Board. The
dividend payout rate starting 2006 is approximately 75% of prior year’s net income payable
semi-annually in March and September of each year. This is reviewed annually; taking into
account Globe’s operating results, cash flows, debt covenants, capital expenditure levels and
liquidity.
On November 6, 2009, the Board of Directors amended the dividend payment rate from 75% to
a range of 75% - 90% of prior year’s net income.
On November 8, 2011, the Board of Directors amended the Company’s dividend policy to be
based on core instead of reported net income. Pay-out range remains at 75% to 90%. This is to
ensure that dividends will remain sustainable and yields competitive despite the expected nearterm decline in net income that would result from the accelerated depreciation charges related
to assets that will be decommissioned as part of the Company’s network and IT transformation
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programs. As currently defined, core net income excludes all foreign exchange, mark-to-market
gains and losses, as well as non-recurring items.
On February 10, 2012, the Board of Directors approved the declaration of the first semi-annual
cash dividend of P32.50 per common share, payable to shareholders on record as of February
24, 2012. Total dividends of about P4.3 billion were paid on March 16, 2012. On an annualized
basis, the first semester dividend distribution represents 86% of 2011 core net income, an
improvement from last year’s pay-out of 84%, and in line with the recently amended dividend
policy.
Consolidated Return on Average Equity (ROE) remained at 21% from 2010 to 2011 using net
income and based on average equity balances for the year ended. ROE is computed by dividing
net income by shareholders’ equity. ROE is the amount of net income returned expressed as a
percentage of equity. It measures profitability by revealing how much profit a company
generates with the money invested by the owners.
Accordingly, consolidated basic earnings per common share were P74.02 and P73.29, while
consolidated diluted earnings per common share were P73.77 and P73.12 for the years ended
31 December 2011 and 2010, respectively.
Holders
The following are the top 20 holders of the common equity securities of the Company as of 31
March 2012:
Stockholder Name

1
2
3
4
5
6
7
8
9
10
10
10
10
10
10
10
10
10
10
10
10
10
11
12

Singapore Telecom International
Pte. Ltd.
Ayala Corporation
PCD Nominee Corporation (NonFilipino)
PCD Nominee Corporation (Filipino)

No. of Common Shares

Percentage owned out of
total outstanding common
shares

62,646,487

47.32%

40,319,263

30.45%

24,273,522

18.33%

4,255,291

3.21%

Rodell A. Garcia

22,437

0.02%

The First Nat’l Co., Inc.

21,001

0.02%

Oscar L. Contreras Jr.

17,000

0.01%

Cedar Commodities, Inc.

12,900

0.01%

Eddie L. Hao

10,250

0.01%

GTESOP98056

10,000

0.01%

GTESOP98057

10,000

0.01%

GTESOP98059

10,000

0.01%

GTESOP98060

10,000

0.01%

GTESOP98061

10,000

0.01%

GTESOP98062

10,000

0.01%

GTESOP98064

10,000

0.01%

Bernadette Say Go

10,000

0.01%

GTESOP98053

10,000

0.01%

GTESOP98055

10,000

0.01%

GTESOP98058

10,000

0.01%

GTESOP98063

10,000

0.01%

GTESOP98054

10,000

0.01%

Florentino P. Feliciano

9,487

0.01%

GT ESOP T96003 – Trust Account

9,000

0.01%
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12
12
13
14
15
16
17
18
19
20

GT ESOP T96005 – Trust Account

9,000

0.01%

GT ESOP T96004 – Trust Account

9,000

0.01%

R. Nubla Securities Inc.

8,405

0.01%

Jose Tan Yan Doo

8,071

0.01%

Ma. Teresa Teng

7,761

0.01%

Ramon Antonio Pineda

7,263

0.01%

Alfonso S. Teh
Pan Malayan Management &
Investment Corporation
Guillermo D. Luchangco

6,720

0.01%

5,991

0.01%

5,500

0.01%

Casimiro C. Hernandez

5,384

0.01%

Stock Option Plans
The Globe Group also has stock-based compensation, pension and benefit plans.
The Globe Group has a share-based compensation plan called the Executive Stock Option Plan
(ESOP). The number of shares allocated under the ESOP shall not exceed the aggregate
equivalent of 6% of the authorized capital stock.
The following are the stock option grants to key executives and senior management personnel
of the Globe Group under the ESOP from 2003 to 2009:

Number of
Options
Granted
680,200

Exercise Price
P
= 547.00 per share

Exercise Dates
50% of options exercisable
from April 4, 2005 to April 14,
2013; the remaining 50%
exercisable from April 4, 2006
to April 14, 2013

July 1, 2004

803,800

P
= 840.75 per share

50% of options exercisable
from July 1, 2006 to June 30,
2014; the remaining 50% from
July 1, 2007 to June 30, 2014

P
= 357.94

Black-Scholes
option pricing
model

March 24, 2006

749,500

P
= 854.75 per share

50% of the options become
exercisable from March 24,
2008 to March 23, 2016; the
remaining 50% become
exercisable from March 24,
2009 to March 23, 2016

P
= 292.12

Trinomial option
pricing model

May 17, 2007

= 1,270.50 per share
604,000 P

50% of the options become
exercisable from May 17, 2009
to May 16, 2017, the
remaining 50% become
exercisable from May 17, 2010
to May 16, 2017

P
= 375.89

Trinomial option
pricing model

Date of Grant
April 4, 2003

94

Fair Value
of each
Option
P
= 283.11

Fair Value
Measurement
Black-Scholes
option pricing
model
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August 1, 2008

635,750 P
= 1,064.00 per share

October 1, 2009

298,950

P
= 993.75 per share

50% of the options become
exercisable from August 1,
2010 to July 31, 2018, the
remaining 50% become
exercisable from August 1,
2011 to July 31, 2018

P
= 305.03

Trinomial option
pricing model

50% of the options become
exercisable from October 1,
2011 to September 30, 2019,
the remaining 50% become
exercisable from October 1,
2012 to
September 30, 2019

P
= 346.79

Trinomial option
pricing model

The exercise price is based on the average quoted market price for the last 20 trading days
preceding the approval date of the stock option grant.
A summary of the Globe Group’s ESOP activity and related information follows:
1.

2011
2.
2010
Weighted
5.
Weighted
Average4.
Number
Average6.
Number of
Exercise
of
Exercise
Shares
Price
Shares
Price
(In Thousands and Per Share Figures)
Outstanding, at
beginning of year
Granted
Exercised
Expired/forfeited
Outstanding, at
end of year
Exercisable, at
end of year

3.
7.
Number
of
Shares

2009
Weighted
Average
Exercise
Price

1,848,081
–
(50,705)
(57,050)

P
= 1,047.80
–
856.65
997.06

2,038,106
–
(34,900)
(155,125)

P
= 1,041.62
–
817.79
1,018.39

1,740,326
298,950
(137,626)
(52,950)

P
= 1,035.76
993.75
843.22
1,073.58

1,740,326

P
= 1,055.03

1,848,081

P
= 1,047.80

1,848,700

P
= 1,041.62

P
= 1,057.94

1,267,506

P
= 1,055.41

828,281

P
= 962.78

1,661,401

The Company has not adjusted nor amended the exercise price of the options previously awarded to the above named officers.

The average share prices at dates of exercise of stock options as of December 31, 2011, 2010
and 2009 amounted to P
= 1,005.55, P
= 948.65 and P
= 975.26, respectively.
As of December 31, 2011, 2010 and 2009, the weighted average remaining contractual life of
options outstanding is 5.70 years, 6.65 years, and 7.59 years, respectively.
The following assumptions were used to determine the fair value of the stock options at effective
grant dates:
October 1, 2009 August 1, 2008
Share price
P
= 995.00
P
= 1,130.00
Exercise price
P
= 993.75
P
= 1,064.00
Expected volatility
48.49%
31.73%
Option life
10 years
10 years
Expected dividends
6.43%
6.64%
Risk-free interest rate
8.08%
9.62%

May 17, 2007
P
= 1,340.00
P
= 1,270.50
38.14%
10 years
4.93%
7.04%
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March 24, 2006 July 1, 2004 April 4, 2003
P
= 930.00
P
= 835.00
P
= 580.00
P
= 854.75
P
= 840.75
P
= 547.00
29.51%
39.50%
34.64%
10 years
10 years
10 years
5.38%
4.31%
2.70%
10.30%
12.91%
11.46%

Market Price and Dividends on Globe’s Common Equity and Related Stockholder Matters

The expected volatility measured at the standard deviation of expected share price returns was
based on analysis of share prices for the past 365 days. Cost of share-based payments for the
years ended December 31, 2011, 2010 and 2009 amounted to P
= 49.34 million,
P
= 104.79 million and P
= 126.44 million, respectively.
For details, please refer to Note 16.5 of the 2012 Notes to the Financial Statements.
Pension Plan
The Globe Group has a funded, noncontributory, defined benefit pension plan covering
substantially all of its regular employees. The benefits are based on years of service and
compensation on the last year of employment.
The components of pension expense (included in staff costs under “General, selling and
administrative expenses”) in the consolidated statements of comprehensive income are as
follows:
Pension Expense
2011
(In Thousand Pesos)
Current service cost
Interest cost on benefit obligation
Expected return on plan assets
Net actuarial losses (gains)
Total pension expense
Actual return on plan assets

2010

2009

P
= 199,555
150,463
(259,605)
(26)

P
= 245,766
181,638
(232,747)
47,110

P
= 163,382
156,182
(234,018)
(41)

P
= 90,387

P
= 241,767

P
= 85,505

P
= 140,792

P
= 234,071

P
= 181,051

The funded status for the pension plan of Globe Group is as follows:
2011
(In Thousand Pesos)
Present value of benefit obligation
Fair value of plan assets
Unrecognized net actuarial losses
Asset recognized in the consolidated statements of
financial position*

2010

2009

P
= 2,720,266
(2,376,680)
343,586
(1,215,686)

P
= 2,186,228
(2,355,730)
(169,502)
(781,014)

P
= 2,079,316
(2,334,772)
(255,456)
(799,539)

(872,100)

(950,516)

(1,054,995)

*Of this amount, P
= 873.26 million is included in “Other noncurrent assets” account, while the P
= 1.16 million is included in “Accrued
expenses” under “Accounts payable and accrued expenses” account as of December 31, 2011, For details, please refer to Note 12
of the 2012 Notes to the Financial Statements.

The following tables present the changes in the present value of defined benefit obligation and
fair value of plan assets:
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Present value of defined benefit obligation
2011
(In Thousand Pesos)
Balance at beginning of year

2010

2009

P
= 2,186,228

P
= 2,079,316

P
= 1,319,742

Current service cost
Interest cost

199,555
150,463

245,766
181,638

163,382
156,182

Benefits paid
Transfers out
Actuarial losses (gains)

(90,945)
(9,334)
284,299

(167,620)
–
(152,872)

(129,761)
–
569,771

P
= 2,720,266

P
= 2,186,228

P
= 2,079,316

Balance at end of year

Fair value of plan assets
2011
(In Thousand Pesos)
Balance at beginning of year
Expected return
Contributions
Benefits paid
Asset transfer
Actuarial losses
Balance at end of year

2010

2009

P
= 2,355,730
259,605

P
= 2,531,207
232,747

P
= 2,344,764
234,018

16,151
(90,945)
(9,334)

137,287
(167,620)
–

104
(129,761)
–

(154,527)

(181,456)

(114,353)

P
= 2,376,680

P
= 2,552,165

P
= 2,334,772

The recommended contribution for the Globe Group retirement fund for the year 2012 amounted
to P
= 92.67 million. This amount is based on the Globe Group’s actuarial valuation report as of
December 31, 2011.
As of December 31, 2011, 2010 and 2009, the allocation of the fair value of the plan assets of
the Globe Group follows:

Investments in fixed income securities:
Corporate
Government
Investments in equity securities
Others

2011

2010

2009

12.83%
26.14%
58.76%
2.27%

12.66%
20.96%
63.89%
2.49%

12.40%
18.71%
66.81%
2.08%

In 2008, Globe, Innove and GXI pooled its plan assets for single administration by the fund
managers. The EGG Group’s retirement fund is being managed separately and the amount of
defined benefit obligation is immaterial.
As of December 31, 2011, the pension plan assets of the Globe Group include shares of stock
of Globe Telecom with total fair value of P
= 18.72 million, and shares of stock of other related
parties with total fair value of P
= 23.99 million.
The assumptions used to determine pension benefits of Globe Group are as follows:
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2011

2010

2009

Discount rate
Expected rate of return on plan assets

6.25%
10.00%

8.50%
10.00%

9.00%
10.00%

Salary rate increase

4.50%

6.00%

7.00%

In 2011, 2010 and 2009, the Globe Group applied a single weighted average discount rate that
reflects the estimated timing and amount of benefit payments and the currency in which the
benefits are to be paid.
The overall expected rate of return on plan assets is determined based on the market prices
prevailing on that date, applicable to the period over which the obligation is to be settled.
Amounts for the current and previous four years are as follows:
2011

Present value of defined
benefit obligation
Fair value of plan assets
Deficit (surplus)
Experience adjustments:
Gain (loss) on plan liabilities
Gain (loss) on plan assets

2010
2009
(In Thousand Pesos)

2008

2007

P
= 2,720,266
2,376,680
343,586

P
= 2,186,228
2,355,730
343,586)

P
= 2,079,316
2,334,772
(343,586)

P
= 1,319,742
2,344,764
(1,025,022)

P
= 1,690,615
1,341,568
349,047

P
= 343,102
(154,527)

(P
= 23,901)
(181,456)

P
= 18,390
(114,327)

(P
= 51,340)
(272,539)

(P
= 170,819)
29,780
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS
The following is a discussion and analysis of Globe Group’s financial performance for the year
ended 31 December 2011. The prime objective of this MD&A is to help the readers understand the
dynamics of the Company’s business and the key factors underlying its financial results. Hence,
Globe’s MD&A is comprised of a discussion of its core business, and analysis of the results of
operations for each business segment. This section also focuses on key statistics from the audited
consolidated financial statements and pertains to known risks and uncertainties relating to the
telecommunications industry in the Philippines where we operate up to the stated reporting period.
However, Globe’s MD&A should not be considered all inclusive, as it excludes unknown risks,
uncertainties and changes that may occur in the general economic, political and environmental
condition after the stated reporting period. The Globe Group has adopted an expanded corporate
governance approach in managing its business risks. An Enterprise Risk Management Policy was
developed to systematically view the risks and to manage these risks in the context of the normal
business processes such as strategic planning, business planning, operational and support
processes.
The Company’s MD&A should be read in conjunction with its audited consolidated financial
statements and the accompanying notes. All financial information is reported in Philippine Pesos
(Php) unless otherwise stated.
Any references in this MD&A to “we”, “us”, “our”, “Company” means the Globe Group and
references to “Globe” mean Globe Telecom, Inc., not including its wholly-owned subsidiaries.
KEY PERFORMANCE INDICATORS
Globe is committed to enhancing shareholder value and to efficiently manage the Company’s
resources. The Company regularly reviews its performance against its operating and financial
plans and strategies, and uses key performance indicators to monitor its progress.
Some of its key performance indicators are set out below. Except for Net Income, these key
performance indicators are not measurements in accordance with Philippine Financial Reporting
Standards (PFRS) and should not be considered as an alternative to net income or any other
measure of performance which are in accordance with PFRS.
GROSS AVERAGE REVENUE PER UNIT (GROSS ARPU)
Gross ARPU measures the average monthly gross revenue generated for each subscriber. This is
computed by dividing recurring gross service revenues for a business segment for the period by the
average number of the segment’s subscribers and then dividing the quotient by the number of
months in the period.
NET AVERAGE REVENUE PER UNIT (NET ARPU)
Net ARPU measures the average monthly net revenue generated for each subscriber. This is
computed by dividing recurring net service revenues of the segment for the period (net of discounts
and interconnection charges to external carriers and content provider revenue share) by the
average number of the segment’s subscribers and then dividing the quotient by the number of
months in the period.
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SUBSCRIBER ACQUISITION COST (SAC)
SAC is computed by totaling marketing costs (including commissions and handset/SIM subsidies 1)
related to the acquisition programs for the segment for the period divided by the gross incremental
subscribers.
AVERAGE MONTHLY CHURN
The average monthly churn rate is computed by dividing total disconnections (net of reconnections)
for the segment by the average number of the segment’s subscribers, and then divided by the
number of months in the period. This is a measure of the average number of customers who
leave/switch/change to another type of service or to another service provider and is usually stated
as a percentage.
EBITDA
EBITDA (Earnings before Interest, Taxes, Depreciation and Amortization) is calculated as net
service revenues less subsidy 1, operating expenses and other income and expenses 2. This
measure provides useful information regarding a company’s ability to generate cash flows, incur
and service debt, finance capital expenditures and working capital changes. As the Company’s
method of calculating EBITDA may differ from other companies, it may not be comparable to
similarly titled measures presented by other companies.
EBITDA MARGIN
EBITDA margin is calculated as EBITDA divided by total service revenues. Total service revenue is
equal to total net operating revenue less non-service revenue. This is useful in measuring the
extent to which subsidies and operating expenses (excluding property and equipment-related gains
and losses and financing costs), use up revenue.
EBIT and EBIT MARGIN
EBIT is defined as earnings before interest, property and equipment-related gains and losses and
income taxes. This measure is calculated by deducting depreciation and amortization from
EBITDA. Globe Group’s method of calculating EBIT may differ from other companies, hence, may
not be comparable to similar measures presented by other companies. EBIT margin is calculated
as EBIT divided by total service revenues.
NET INCOME
As presented in the consolidated financial statements for the full years ended 31 December 2011
and 2010, net income provides an indication of how well the Company performed after all costs of
the business have been factored in.
1

Computed as non-service revenues less cost of sales, mostly on sale of handsets/SIM packs, accessories & gadgets.
Operating expenses and other income and expenses do not include any property and equipment-related gains and losses and
financing costs.
2
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2011 FINANCIAL AND OPERATIONAL RESULTS
GROUP FINANCIAL HIGHLIGHTS
Globe Group
For the Year Ended
31-Dec
2011

Results of Operations (Php Mn)
Net Operating Revenues ………………………………………...….
Service Revenues……………………………………………….…..
1
Mobile ………………………………………………………….....
Broadband……………………………………………………...….
Fixed line Data………………………………………………...…..
Fixed line Voice……………………………………………….…..
Non-Service Revenues………………………………………….….
Costs and Expenses ………………………………………………...
Cost of Sales…………………………………………………………
Operating Expenses ………………………………………………..
EBITDA …………………………………………………………………
EBITDA Margin………………………………………………………..
Depreciation and Amortization……………………………………..
EBIT …………………………………………………………………….
EBIT Margin……………………………………………………………
Financing……………………………………………………………….
Interest Income……………………………………………………….
Others - net…………………………………………………………….
Provision for Income Tax……………………………………………
Net Income After Tax (NIAT)………………………………………..
2
Core Net Income …………………………………………………….

71,564
67,811
53,953
7,496
3,792
2,570
3,753
36,460
5,888
30,572
35,104
52%
18,941
16,163
24%
(2,554)
297
191
(4,265)
9,832
10,030

31-Dec
2010
65,548
62,555
50,503
5,748
3,488
2,816
2,993
32,009
4,239
27,770
33,539
54%
18,086
15,453
25%
(1,603)
219
(31)
(4,293)
9,745
9,075

YoY
Change
(%)
9%
8%
7%
30%
9%
-9%
25%
14%
39%
10%
5%
5%
5%
-59%
36%
-716%
-1%
1%
11%

1

2010 mobile service revenues include a one-time upward adjustment amounting to P526 million representing prepaid load credits
that have either expired or have already been used up.
2
Core net income is net income after tax (NIAT) but excluding foreign exchange and mark-to-market gains (losses), and nonrecurring items.

•

Full year 2011 consolidated service revenues reached an all-time high of P67.8 billion, 8%
higher than previous year’s level of P62.6 billion. Mobile revenues beat market expectations
with a 7% year-on-year growth driven by the record acquisitions in the postpaid segment,
competitive value offers in the prepaid brands, and robust growth in mobile browsing
services. This was despite peaking penetration rates, persistent price pressures and
declining yields resulting from subscribers’ continued preference for unlimited and bucket
offers, as well as the negative impact of the strong peso on US$-linked revenues.
Revenues from the fixed line and broadband businesses likewise grew by 15% from last
year, supported by the 31% expansion in broadband subscriber base and sustained
revenue contribution from the fixed line data segment.

•

Operating expenses and subsidy grew 13% year-on-year from P29.0 billion to P32.7 billion
driven by higher marketing and subsidy, staff, services, trade-related provisions and network
costs. Marketing and subsidy increased by 25% over previous year’s level as a result of
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higher subscriber acquisitions, brand-building initiatives, higher handset subsidies, as well
as product and service launches for the mobile business. This brought the ratio of
marketing and subsidy to service revenues to 10% in 2011, up from 9% in 2010. Staff costs
likewise grew on higher headcount and corporate incentives, while services increased
largely on professional and consultancy fees, and outsourced services related to broadband,
IT and store services. Network-related charges such as lease, electricity, fuel, repairs and
maintenance were also up as a result of an expanded 2G, 3G, and broadband networks.
•

Consolidated EBITDA of P35.1 billion was 5% better than year ago level of P33.5 billion
following the overall increase in service revenues. Consolidated EBITDA margin declined
from previous year’s 54% to 52% in 2011. Mobile EBITDA margin was lower but remained
healthy at 60% of mobile revenues in 2011. On the other hand, the improved scale in the
fixed line and broadband business translated to better margins of 22% of revenues
compared to only 14% in 2010.

•

Depreciation charges grew 5% year-on-year with continued investments in the mobile and
broadband networks.
In 2011, depreciation expense also included an accelerated
depreciation charge of about P350 million for a pilot implementation of the network changeout in Davao. As the Davao equipment change-out was a pilot run that was conducted prior
to awarding the nationwide contract to Huawei Technologies, Globe’s selected technology
partner, these depreciation charges were treated as part of the normal depreciation for the
year arising from changes in remaining useful life of assets. Globe reviews the estimated
useful life of its assets on an annual basis. Future accelerated depreciation charges,
however, will be treated as a non-recurring charge in determining core net income.

•

The Company closed the year with core net income of P10.0 billion, up 11% from about
P9.1 billion in the previous year. Core net income excludes foreign exchange and mark-tomarket gains and losses as well as non-recurring items. Meanwhile, reported net income
after tax of P9.8 billion was slightly up by 1% from prior year’s P9.7 billion as 2010 results
included the one-time upward adjustment of P526 million arising from prepaid load credits
that have either expired or have been used up.

•

Full year 2011 capital expenditures amounted to P17.4 billion, 11% lower than previous
year’s spending of P19.5 billion. As a result, total capital expenditures as a percentage of
service revenues were also down at 26% compared to 31% a year ago. Capital
expenditures for the year included amounts to expand and upgrade the Company’s
broadband and mobile networks and to deploy 4G mobile technology via HSPA+ in key
areas nationwide. At the end of the year, Globe has a total of 12,536 base stations and
6,963 cell sites to support its 2G, 3G, 4G and WiMAX services.

•

For 2012, Globe has earmarked about US$750 – 800 million in capital expenditures. This
includes US$530 million for the Company’s network and IT transformation initiatives and
about US$220 – 270 million in investments for its fixed line network, submarine cable
facilities, IT infrastructure, and other selling and general capital expenditures. Last
November 2011, the Company announced a landmark mobile network modernization
program aimed at significantly improving network quality and customer experience, increase
voice and data capacity, drive down costs, and to prepare the network to meet the needs of
customers today and in the future. For customers, this modernization program will bring
significant improvements in network capacity leading to improved reliability, ease of access,
and pervasive coverage. For Globe, this transformation effort will enable improved revenue
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growth prospects, savings in capital spend and operating expenses, as well as efficiencies
resulting from synergies with a dedicated vendor partner.
•

The Company is at the same time initiating an IT transformation project to create a
streamlined and integrated information environment, in response to changing market and
business demands. The system transformation effort is a comprehensive re-engineering of
Globe’s IT systems over the next two years. This will result in convergent, single billings,
faster time-to-market for new products, and quicker response time to customer queries and
service requests through the Company’s stores and call centers. Total capital expenditures
for both the network and IT transformation program is about US$790 million over the next
five years, with US$700 million for the network modernization program and US$90 million
for the IT transformation initiative. About US$530 million will be spent in 2012 and US$110
million in 2013.

•

The network and IT transformation initiatives are expected to generate savings in operating
expenses and capital expenditures over the next 5 years totaling to US$180 million and
US$210 million respectively, in addition to the revenue uplift driven by the network quality
improvements and increased capacity. Since it will involve replacing network equipment and
IT systems, and while all efforts will be taken to maximize the re-use of existing equipment,
the Company expects that assets with net book values estimated at US$388 million will
need to be decommissioned after modernization. This estimate is before any possible
proceeds from resale and is still subject to actual site validation. The net book values of
these non-useable assets will impact Globe’s profitability through an acceleration of the
depreciation over its remaining useful life until such time when the new, replacement capex
is ready for service. Owing to its exceptional and non-recurring nature, this accelerated
depreciation will not be considered in the determination of core net income. As these are
also non-cash charges, it will not compromise cash flows nor the Company’s ability to
declare dividends.

•

Regular cash dividends paid out in 2011 amounted to P8.2 billion, representing 84% of 2010
net income. This was in line with the Company’s dividend policy of distributing 75% to 90%
or prior year’s net income. Total dividend payout of P62 per common share translates to a
dividend yield of 8% based on beginning of 2011 share price. In relation to its network and
IT transformation initiatives, the Company announced last November 2011 that it is
amending its dividend policy to be at 75% to 90% of prior year’s core net income, instead of
reported net income. This will ensure that dividends will remain sustainable and yields
competitive, despite the expected decline in near-term profits arising from the accelerated
depreciation charges related to the transformation efforts. The dividend policy change will
take effect with the 2012 dividends, based on 2011 core net income.

•

For 2012, the Company expects to see continued growth in consolidated revenues albeit at
a rate slower than current year’s 8% given peaking penetration rates, continuing price
erosion for domestic and international voice and data services, and intensifying competition
especially now with the PLDT-Digitel merger. Near-term earnings, meanwhile, will be
impacted by (1) project management and other transition costs related to the transformation
initiatives, (2) increased investments in marketing and handset subsidy to fuel the continued
growth of the Company’s postpaid business, (3) total depreciation charges of P25 to 26
billion, which includes about P6 to 7 billion in accelerated depreciation charges related to the
assets to be decommissioned as a result of the network modernization, and (4) higher
borrowing costs from additional debt to support the higher capex requirements for 2012.
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However, in spite of the lower near-term earnings, the Company expects its balance sheet
and financial position to remain strong, with dividend pay-outs sustained at competitive
levels. Over-all, Globe sees the coming year as period of investments in customers, in
networks, and in systems and processes. It expects to emerge from this investment period
with significantly improved capabilities and in a stronger competitive position.
GROUP OPERATING REVENUES BY SEGMENT
For the Year Ended
Operating Revenues By Businesses (Php Mn)

31-Dec
2011

31-Dec
2010

Mobile
Service Revenues *…………………………………………………..
Non-Service Revenues………………………………………………

56,981
53,953
3,028

52,877
50,503
2,374

YoY
Change
(%)
8%
7%
28%

Fixed Line and Broadband
Service Revenues……………………………………………………
Non-Service Revenues………………………………………………
Total Net Operating Revenues………………………………………

14,583
13,858
725
71,564

12,671
12,052
619
65,548

15%
15%
17%
9%

* 2010 mobile service revenues include a one-time upward adjustment amounting to P526 million representing prepaid load credits
that have either expired or have already been used up.

The Globe Group closed the year with total net operating revenues of P71.6 billion, 9% above
prior year’s P65.5 billion.
Globe mobile revenues in 2011 rose at a rate significantly faster than industry growth which is
estimated at about 1%. Despite a maturing industry marked by peaking penetration levels,
eroding prices and margins resulting from lower-yield unlimited and bucket service offerings,
Globe mobile revenues grew from P50.5 billion a year ago to almost P54.0 billion in 2011. The
Company’s innovative and customizable postpaid plans provided the stimulus that helped
revitalize the brand and enabled Globe to maintain its leadership in the segment. The
Company’s prepaid brands also made significant headway this period, anchored on value-formoney on-net and all-network offers, attractive loyalty rewards, and a refreshed Globe Prepaid
brand through its Today I Will campaign. The introduction of the latest gadgets to the market
such as the much anticipated Apple™iPhone 4S, iPad2, the newest handsets from
BlackBerry®, and the popular Android devices also helped drive increased demand for mobile
services. The Company similarly made significant gains in its international business unit through
pioneering services such as the country’s first unlimited IDD offer, an expansion in roaming
partners, and increased presence in key overseas markets with sizeable Filipino communities
such as in the US and the Middle East.
The fixed line and broadband business similarly continued to trend up, with revenues improving
by 15% year-on-year from about P12.1 billion to almost P13.9 billion in 2011 following the
sustained growth in Tattoo-On-the-Go services. With the continued rollout of its 4G network via
HSPA+, Globe was also able to boost the speed performance of key broadband products. At
year-end, the Company’s total broadband subscriber base stood at 1.4 million, up 27% from
about 1.1 million in the previous year. The strong demand for data services from the corporate
sectors, including those from the outsourcing, trade, retail, and banking sectors, likewise drove
growth for the Company’s fixed line data business.
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Consolidated non-service revenues, on the other hand, grew 25% from previous year’s level of
about P3.0 billion to almost P3.8 billion in 2011 driven largely by higher handset sales from the
mobile business, which continued to post record acquisitions in the postpaid segment, as well
as brisk sales of TattooBroadband sticks with the launch of new devices.
MOBILE BUSINESS

For the Year Ended
31-Dec
2011

Mobile Net Service Revenues (Php Mn)

Service
1
Data ..………………………………………………………………
2
Voice ….…………………………………………………………...
Mobile Net Service Revenues *…………………………………..

28,201
25,752
53,953

31-Dec
2010

25,505
24,998
50,503

YoY
Change
(%)
11%
3%
7%

* 2010 mobile service revenues include a one-time upward adjustment amounting to P526 million representing prepaid load credits
that have either expired or have already been used up.
1

Mobile data net service revenues consist of prorated monthly service fees on free text allocation of postpaid plans, revenues from
value-added services such as inbound and outbound SMS and MMS, content downloading, mobile data browsing and infotext,
international VAS and related services, subscription fees on unlimited and bucket prepaid SMS and add-on VAS services, net of
any interconnection or settlement payouts to international and local carriers and content providers.

2

Mobile voice net service revenues include the following:
a) Prorated monthly service fees on consumable minutes of postpaid plans;
b) Subscription fees on unlimited and bucket voice promotions including the expiration of the unused value of denomination
loaded;
c) Charges for intra-network and outbound calls in excess of the consumable minutes for various Globe Postpaid plans,
including currency exchange rate adjustments (CERA) net of loyalty discounts credited to subscriber billings; and
d) Airtime fees for intra network and outbound calls recognized upon the earlier of actual usage of the airtime value or
expiration of the unused value of the prepaid load credit denomination (for Globe Prepaid and TM SIMs) which occurs
between 3 and 120 days after activation depending on the prepaid value reloaded by the subscriber, net of (i) bonus credits
and (ii) prepaid load credit discounts; and revenues generated from inbound international and national long distance calls
and international roaming calls.
Revenues from (a) to (d) are reduced by any interconnection or settlement payouts to international and local carriers and
content providers.

Mobile Data
Mobile data revenues, which accounted for 52% of total mobile service revenues, increased by
11% from P25.5 billion to P28.2 billion in 2011. Data revenue growth was broad-based, with
improvements in regular, unlimited and bulk SMS, as well as mobile browsing revenues and
other value-added services. Mobile browsing revenues closed the year at P2.0 billion, up 52%
from previous year’s level driven by increased smartphone penetration among subscribers
coupled with the Company’s introduction of various affordable mobile data plans.
Globe provides a wide range of data services which includes value-based unlimited and bucket
SMS, bundled voice and text packages, on-net and all-network offers, and mobile data plans.
For its unlimited service, Globe offers UnliTxt for all-day unlimited on-net texting and SuperTxt
for 30 days of unlimited intra-network SMS for Globe Postpaid and Globe Prepaid subscribers,
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while a similar all-day unlimited text service offering, AstigTxt 10, is available for TM
subscribers. For the bucket text services, Globe offers SuliTxt for 100 intra-network texts for
Globe Postpaid and Globe Prepaid, and SuliTxt 5 for 25 on-net texting for TM. Globe likewise
provides bundled voice and text services such as Globe Prepaid’s SuperCombo20 for unlimited
on-net SMS plus 50 call minutes and Globe Postpaid’s SuperOne service for unlimited call and
text service to a frequently called Globe or TM number.
To cater to a wider market, Globe introduced value-based unlimited and bucket services that
enable more affordable texting to other networks such as My SuperTxt All for unlimited SMS to
all networks for Globe Postpaid, SuperUnliAllTxt 25 for unlimited all-network SMS which comes
with 1 hour of mobile browsing for Globe Prepaid, and UnliTxtAll 20 for all-day unlimited allnetwork SMS for TM. For bucket all-network offers, Globe Prepaid offers SuperAllTxt 20 for 250
SMS to all networks plus 10 minutes of on-net calls, while TM provides 150 all-network texts
with AstigTxtAll for a single day subscription. In addition, TM offers AstigCombo in three
variants: AstigCombo 10 which provides 50 all-network SMS on top of 10 consumable voice
minutes within the Globe and TM networks for one day, AstigCombo 15 which offers all-day
unlimited SMS and 30 minutes of calls to TM and Globe subscribers, and AstigCombo 20 which
allows 24 hours of unlimited SMS and 100 minutes of on-net local calls.
Globe similarly provides various unlimited and consumable plans for its mobile browsing
services. For unlimited chatting, downloading, emailing and surfing, Globe offers its add-on
unlimited data plan Super Surf for as low as P50 valid for 1 day to all Globe Postpaid and Globe
Prepaid subscribers. For BlackBerry® users, on the other hand, Globe offers an all-in unlimited
BlackBerry® service plan with Super Surf for BlackBerry® Max for Globe Postpaid and Globe
Prepaid subscribers. The Company likewise maintains its two add-on data plan offerings:
BlackBerry® Messaging for unlimited use of push email applications such as Yahoo! Mail,
Gmail, MSN and any POP3 or IPOP email account, and BlackBerry® Social for unlimited
access to social networking applications such as Facebook, Twitter, MySpace, instant
messenger applications, as well as BlackBerry® Messenger for Globe Postpaid and Globe
Prepaid subscribers.
For the add-on consumable mobile data plans, Globe’s PostpaidPower Surf offers volumebased browsing services for as low as P99 for 50 MB for 30 days, while Prepaid Power Surf
gives subscribers the option to choose between a time-based data plan for as low as P15 for 1
hour of mobile internet use valid for a day or a volume-based data plan for as low as P15 for 20
MB of data usage valid also for 1 day.
Mobile Voice
Mobile voice revenues comprised 48% of total mobile service revenues and increased by 3%
year-on-year from about P25.0 billion to P25.8 billion. Revenue growth from bulk and unlimited
voice subscriptions compensated for lower IDD and roaming services in 2011 which continued
to be affected by the stronger peso and declining voice rates for inbound and outbound
services.
Globe remains the only operator in the country offering per second voice charging with Globe’s
Super Sakto Calls and TM’s Sulit Segundo which allow subscribers to make local calls for only
P0.15 per second. The Company also offers attractive and affordable bulk voice services such
as Globe’s Tawag 236 for 20 minutes of on-net calls for only P20, TM’s AstigTawag20 for
consumable 15-minute all-network calls. The Company similarly offers various bulk voice
services for its TM subscribers such as Todo Tawag P15 for 15-minute calls within the TM and
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Globe networks, SuliTawag5 for 3-minute on-net calls for only P5, and TM Dagdag Call, which
is an add-on service to subscribers registered to TM’s text promotions and provides a 3-minute
additional call worth P5 to other TM and Globe subscribers. For its bundled voice and text
service, the Company continues to offer SuperUnli for unlimited intra-network calls and SMS for
Globe Postpaid and Globe Prepaid subscribers, while TM’s UnliCombo20 provides unlimited onnet calls from 10 PM to 5 PM the following day and unlimited texts for 24 hours. On top of
these, Globe continues to offer the breakthrough 2-in-1 mobile and landline service SuperDuo
for its Globe Postpaid and Globe Prepaid subscribers.
For Filipinos who wish to stay connected with their loved ones abroad, Globe continues to offer
its pioneering per-second charging for international voice calls, IDD Sakto Calls, and its P5 per
minute overseas call, Super Sulit Tipid IDD, to select Bridge Mobile Alliance operators.
Alternatively, subscribers may avail of Globe’s bucket IDD service, IDD Tingi, to call their loved
ones in popular and selected overseas destinations, or purchase the TipIDD card at various
Globe distribution channels.
The key drivers for the mobile business are set out in the table below:

Cumulative Subscribers (or SIMs) Net (End of period)………..
1
Globe Postpaid ……………………………………………………….

For the Year Ended
31-Dec
31-Dec
YoY
Change
2011
2010
(%)
30,040,400 26,470,859
13%
1,454,706
1,066,137
36%

Prepaid .………………………………………………………………...
Globe Prepaid ………………………………………………………
TM
……………………………………………………………………

28,585,694
15,462,432

25,404,722
13,834,716

13%
12%

13,123,262

11,570,006

13%

Net Subscriber (or SIM) Additions………………………………...
GlobePostpaid .……………………………………………………….

3,569,541
388,569

3,225,853
214,769

11%
81%

Prepaid .………………………………………………………………...
Globe Prepaid ………………………………………………………
TM
……………………………………………………………………

3,180,972
1,627,716

3,011,084
785,855

6%
107%

1,553,256

2,225,229

-30%

Average Revenue Per Subscriber (ARPU)
Gross ARPU
Globe Postpaid ………………………………………………………

1,261

1,609

-22%

Prepaid
GlobePrepaid…………………………………………………......
TM…………………………………………………………………..

190
113

206
121

-8%
-7%

Net ARPU
Globe Postpaid…...………………………………………………….

962

1,192

-19%

Prepaid
Globe Prepaid………………………………………..……………..

148

156

-5%
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TM….………………………………………………………………..
Subscriber Acquisition Cost (SAC)
Globe Postpaid………………………………………………………..

90

92

-2%

4,471

3,489

28%

14%
-

Prepaid
Globe Prepaid…………..……………………………………….....
TM………………….……………………………………………......
Average Monthly Churn Rate (%)
Globe Postpaid……………………..………………………………...

42
27

37
27

1.5%

1.9%

Prepaid
Globe Prepaid………………………………………….………......
TM…………………………………………………..……………….

5.5%
6.5%

6.2%
6.6%

1

As of 4Q 2011, Globe had a total of 1.75 million wireless postpaid subscribers which includes 1.45 million mobile telephony
and 0.30 million wireless broadband customers. This is higher compared to the 1.68 million wireless postpaid subscribers as
of 3Q 2011. Mobile telephony revenues are reflected under “Mobile Service Revenues” while wireless broadband revenues
are included under “Broadband.”

Globe closed the year with total mobile subscriber base of 30.0 million, 13% above previous
year’s 26.5 million SIMs. Gross acquisitions soared to a record high 6.1 million in the fourth
quarter and brought full year total additions to 23.2 million, 7% above previous year’s level of
21.8 million. With higher gross acquisitions and churn rates that have significantly declined, full
year net additions of about 3.6 million was 11% higher than the 3.2 million net acquisitions in
2010.
The succeeding sections cover the key segments and brands of the mobile business – Globe
Postpaid, Globe Prepaid and TM.
Globe Postpaid
The postpaid segment accounted for 5% of the total mobile subscriber base in 2011. Globe
Postpaid, fuelled by the customizable plans and the launch of Apple™ iPhone 4S towards
yearend, posted record net subscriber additions in 2011. Gross additions of over 585,000 were
42% higher than last year, while net additions surged 81% to an all-time high of 389,000, aided
by lower churn rates. The quality of acquisitions has also improved compared to prior year, with
about 21% of regular postpaid net adds signing up for plans with monthly service fees of
Php999 and above, compared to just 6% a year ago.
Globe capped off 2011 with the much anticipated launch of the Apple™ iPhone 4S in the
country. The latest device from Apple™, which comes perfect with Globe’s innovative data
plans, drew great response from loyal and new subscribers. For an additional monthly cash out
of only P200 for 24 months, interested subscribers may avail of the new iPhone 4S 16GB by
simply subscribing to My Super Plan UnliSurf Combo Plan 1799. The device launch generated
orders that exceeded Company expectations, and triggered a good migration towards highervalue plans among existing subscribers, making this the Company’s most successful iPhone
launch to date.
In December, Globe held another handset sale for its BlackBerry® devices following its success
in the previous year. The Company’s holiday offer generated huge interest from the market,
with subscribers lining up for their units which they may get for free at various Unli Surf Combo
plans. The BlackBerry® 8520 and BlackBerry® Curve 3G 9300, for instance, may be availed
for free at Plan599 and Plan999, respectively.
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The Company also launched another innovative service with the P999 bill cap on its data plans
to help subscribers avoid unwanted bill shocks. With the new billing policy, postpaid
subscribers registered to any of the PowerSurf plans do not have to worry about exceeding their
allocated megabytes (MBs) because they will not be charged beyond P999 each month for
excess usage regardless of their PowerSurf plan subscription.
Postpaid gross and net ARPUs of P1,261 and P962 were lower than last year’s P1,609 and
P1,192, respectively, driven partly by lower MSF from the new affordable plans. Growth in
mobile browsing, regular and unlimited SMS, as well as unlimited voice were partly offset by
lower revenues from international services.
Globe Postpaid subscriber acquisition cost (SAC) increased significantly in 2011 on higher
subsidies for the various handset promo offerings, particularly the iPhone 4S. Costs, however,
remained recoverable within the 24-month contract period for postpaid subscribers.
Prepaid
Globe’s prepaid segment, which includes the Globe Prepaid and TM brands, comprises 95% of
its total subscriber base. As of end 2011, cumulative prepaid subscribers of 28.6 million were
13% above last year’s 25.4 million.
A prepaid subscriber is recognized upon the activation and use of a new SIM card. The
subscriber is provided with 60 days (first expiry) to utilize the preloaded SMS value. If the
subscriber does not reload prepaid credits within the first expiry period, the subscriber retains
the use of the mobile number but is only entitled to receive incoming voice calls and text
messages for another 120 days (second expiry). The second expiry is 120 days from the date of
the first expiry. However, if the subscriber does not reload prepaid credits within the second
expiry period, the account is permanently disconnected and considered part of churn. The first
expiry periods of reloads vary depending on the denominations, ranging from 1 day for P10 to
60 days for P300 to P500 reloads. The first expiry is reset based on the longest expiry period
among current and previous reloads. Under this policy, subscribers are included in the
subscriber count until churned.
In 2009, the National Telecommunications Commission (NTC) published Memorandum Circular
03-07-2009 which promulgates the extension of the validity periods of prepaid reloads effective
July 19, 2009. Under the new pronouncement, the first expiry periods now range from 3 days
for P10 or below to 120 days for reloads amounting to P300 and above. The second expiry
remains at 120 days from the date of the new first expiry periods.
The succeeding sections discuss the performance of the Globe Prepaid and TM brands in more
detail.
a. Globe Prepaid
Globe Prepaid comprised 51% of the total mobile subscriber base in 2011. Globe Prepaid,
boosted by the all-network offers and a new campaign focusing on the aspirations of the Filipino
youth, registered gross acquisitions of 11.4 million in 2011, 5% above previous year’s 10.8
million. With churn rate declining year-on-year, net additions more than doubled from about
786,000 a year ago to over 1.6 million in 2011. As a result, cumulative Globe Prepaid
subscribers increased by 12% from previous year’s 13.8 million to about 15.5 million SIMs in
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2011.
Globe Prepaid continued to offer the best value to its subscribers through its suite of services
which includes bucket and unlimited services as well as bundled voice and SMS packages. In
2011, Globe boosted its offerings with SuperUnliAllTxt which provides unlimited all-network
SMS and allows Globe Prepaid customers to stay connected with their friends subscribed to
other networks. The breakthrough unlimited all-network text service coupled with rising demand
for mobile browsing generated renewed interest for the brand. Globe Prepaid also launched a
refreshed campaign, Today I Will, which also helped re-establish the brand’s identity and
connect with its target audience. These enhanced service offerings and brand refresh delivered
higher revenues for Globe Prepaid during the year.
Globe Prepaid gross and net ARPUs fell by 8% and 5% year-on-year, respectively, with the
increase in unlimited voice, bucket SMS and mobile browsing services partly offset by lower
international service revenues. Subscriber acquisition costs, on the other hand, increased by
14% from P37 a year ago to P42 in 2011 mainly on higher ads and promo spending to support
the revitalized brand campaign, but remained recoverable within a month’s net ARPU.
b. TM
TM, which accounted for 44% of the total mobile subscriber base, posted full year gross
acquisitions of 11.2 million SIMs, up 7% from 2010 level of 10.5 million. While quarterly net
adds are rising, particularly in the fourth quarter where net SIM growth improved 89% against
the third quarter, full year net incremental subscribers of 1.6 million were lower compared to the
2.2 million generated in 2010. TM subscribers at end-2011 stood at 13.1 million, up 13% from
previous year’s level of 11.6 million SIMs.
In 2011, TM continued to excite the market with innovative services such as the all-network
offers and the introduction of its mobile browsing service. Following Globe Prepaid’s
breakthrough unlimited text service, TM launched UnliTxtAll20 to allow its subscribers to send
unlimited SMS to all mobile phone users from any network at a very affordable rate of P20 for a
single day subscription. TM also opened up mobile internet to its subscribers driven by the
growing popularity of social networking sites and increased smartphone penetration. Prepaid
Power Surf is now available to TM subscribers with internet-capable devices. The add-on
consumable data plan also allows subscribers to choose between a time-based or a volumebased service. With bulk of the brand’s revenues coming from value-based unlimited and
bucket voice and text services, incremental revenues provided by mobile browsing and the allnetwork offers further raised TM’s top line performance against previous year.
TM gross and net ARPUs fell from 2010 levels by 7% and 2%, respectively, with continued shift
in usage from regular, pay-per-use service to value-based bucket and unlimited offerings.
Subscriber acquisition costs, on the other hand, were steady at P27 and remained recoverable
within a month’s net ARPU.
GCash
GCash continues to establish its presence in the mobile commerce industry. GCash’s initial
thrust towards money-transfers, purchase of goods and services from retail outlets, and sending
and receiving domestic and international remittances has spurred alliances in the field of mobile
commerce.
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Today, GCash allows Globe and TM subscribers to pay or transact for the following using their
mobile phone:
•
•
•
•
•
•
•
•
•
•
•

domestic and international remittances
utility bills
interest and amortization of loans
insurance premiums
donations to various institutions and organizations
sales commissions and payroll disbursements
school tuition fees
micro tax payments and business registration
electronic loads and pins
online purchases
airline tickets

In addition to the above transactions, GCash is also used as a wholesale payment facility. In
2011, Globe increased the number of establishments that offer GCash as an alternative and
efficient payment mode. Quick Delivery tapped GCash to be its newest payment mode to make
it easier, safer and more convenient to order food from Metro Manila’s best-of-class restaurants,
specialty stores, and even wine merchants. Through GCash also, the largest local chain of
movie theaters, SM Cinema, was able to launch the first mobile ticketing service in the country,
allowing moviegoers to purchase tickets online, pay via GCash, and redeem movie tickets at the
cinemas using their mobile phones.
On October 14, 2010, Globe launched the GCash Card, the country’s first customizable ATM
card linked to a mobile wallet. This gives subscribers 24/7 access to GCash and allows them to
withdraw funds via any of the 9,000 Bancnet, Megalink, ExpressNet or Encash Automated
Teller Machines (ATMs) nationwide. In addition, the GCash Card is the only customizable ATM
Card in the country where subscribers can make their own personalized ATM card design or
choose from a variety of design templates.
Globe has also launched GCash Remit Service to provide mobile subscribers a quick,
affordable and convenient way to send and receive domestic and international remittances.
With BSP’s approval to use its sub-distributors as cash-in and cash-out outlets, GCASH now
has more than 9,000 active GCASH outlets nationwide.
In 2011, GCash further strengthened its presence in the mobile money transfer business by
establishing partnerships with various institutions. Globe partnered with Ericsson to integrate
GCash into the new Ericsson Money Services, making GCash one of the first partners for this
innovative end-to-end mobile money solution. The Company also inked a partnership with USbased IDT Corporation which will enable GXI to strengthen its GCash Remit’s international
remittance service by facilitating connectivity between traditional money transfer operators and
GCash utilizing IDT’s economical corridor routing, transaction settlement and foreign currency
exchange services. Globe, through GXI, also partnered with Japan’s SOFTBANK Corp through
its subsidiary Softbank Payment Service Corporation (SBPS) for an affordable, convenient, and
secure remittance service that will allow Filipinos living and working in Japan to remit money to
the Philippines via the GCash platform. The Company likewise set up a partnership with Xpress
Money, a leading global instant money transfer brand, to further extend the latter’s strong
payout network in the Philippines. With this tie-up, beneficiaries of Xpress Money Cash Pick Up
remittances can now claim their money from the network of GCash Remit outlets nationwide.
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For electronic banking services, meanwhile, GCash secured a partnership with Philippine
Savings Bank (PSBank), the thrift banking arm of the Metrobank Group, to enhance its
electronic banking channels. Through GCash, PSBank accountholders can do various financial
transactions such as payments, account inquiries and reloading from their PSBank account to
their enrolled GCash wallet and vice-versa. In the same manner, Globe partnered with
UnionBank of the Philippines (UnionBank) for its eMoney Xchange service that will allow
customers to link their UnionBank accounts to their GCash mobile wallets enabling UnionBank
clients with EON, E-Wallet, ePayCard and UnionBank regular savings and checking accounts to
transfer funds to and from their GCash wallets through their UnionBank account via SMS.
To reach out to a wider audience and complement the increased smartphone penetration,
Globe launched a GCash mobile application for BlackBerry® devices in 2011. The mobile
application can be downloaded for free via the BlackBerry® App World.
The efficiency of GCash’s mobile cash transfer system was recognized by various government
agencies and socially-oriented organizations such as DSWD (Department of Social Welfare and
Development), Simbahang Lingkod ng Bayan (SLB), and World Food Programme (WFP). In
2011, GCash Remit was tapped by DSWD and Land Bank of the Philippines for the distribution
of the government’s Conditional Cash Transfers (CCT) to selected low-income families. A total
of about P4.5 billion worth of CCT were distributed to beneficiary families in over 9,000
barangays nationwide via its domestic cash pick-up service. The GCash platform was also
utilized by SLB, a church-based, Jesuit-led organization, as a donation channel for its relief
operations for the typhoon victims during the year. The WFP meanwhile named GCash as a
benchmark for their operations worldwide. WFP is the world’s largest humanitarian agency
fighting hunger worldwide. WFP is currently involved in the disaster relief operations for
typhoon Sendong in Mindanao. To improve its efficiency in delivering assistance, WFP has
tapped Globe through its GCash mobile technology platform for the fast, secure and low-cost
delivery of financial assistance to families who were severely affected by calamities. The
partnership flourished with Globe providing the necessary platform to facilitate the Cash-forWork program and other relief and recovery operations by the WFP. Through GCash, WFP
discovered a new and efficient way of providing financial assistance to help families restore and
rebuild their lives.
In October 2009, the Bangko Sentral ng Pilipinas (BSP) approved the sale and transfer by
Bank of the Philippine Islands (BPI) of its shares of stock in Pilipinas Savings Bank, Inc. (PSBI)
that will result in a change in the ownership of PSBI to be as follows: 40% each for BPI and
Globe Telecom and 20% for Ayala Corporation (AC). On October 23, 2009, after securing the
approval of both the BSP and the SEC, the official name of PSBI was changed to BPI Globe
BanKo, Inc., thereby creating the country’s first mobile microfinance bank.
BPI Globe BanKo, Inc. opened its first branch last February 2010, and added 5 provincial
branches located in Dipolog, Dumaguete, Lucena, Naga and Tacloban. While the bank’s initial
focus is on wholesale lending to other microfinance institutions, it is now expanding into retail
banking products and services to include micro-savings, micro-lending, and insurance.
In 2011, BPI Globe BanKO, Inc. launched an innovative product that does not only generate
healthy financial returns, but also gives depositors an opportunity to help those in the lowincome segment by helping create a solid base for their savings and investments. Called the
BanKO Social Initiative (BSI) Deposit, the product is a passbook-based, regular savings account
which pays 4.5% interest per annum on a quarterly basis. The minimum deposit requirement is
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P100,000 with a hold-out period of at least 6 months. The BSI Deposit account, which does not
charge depositors with documentary stamp taxes, is also insured with the PDIC for amounts up
to P500,000 per depositor.
FIXED LINE AND BROADBAND BUSINESS
For the Year Ended
31-Dec
31-Dec
YoY
Change
2011
2010
(%)

Net Service Revenues (Php Mn)

Service
1
Broadband ..………………………………………………………
2
Fixed line Data ……………………………………………………
3
Fixed line Voice ….………………………………………………
Fixed Line and Broadband Net Service Revenues……...........
1

b)
c)
d)

30%
9%
-9%
15%

Monthly service fees of wired, fixed wireless, and fully mobile broadband data only and bundled voice and data
subscriptions;
Browsing revenues from all postpaid and prepaid wired, fixed wireless and fully mobile broadband packages in excess of
allocated free browsing minutes and expiration of unused value of prepaid load credits;
Value-added services such as games; and
Installation charges and other one-time fees associated with the service.

Fixed line data net service revenues consist of the following:

a)
b)
c)
d)
3

5,748
3,488
2,816
12,052

Broadband net service revenues consist of the following:

a)

2

7,496
3,792
2,570
13,858

Monthly service fees from international and domestic leased lines;
Other wholesale transport services;
Revenues from value-added services; and
One-time connection charges associated with the establishment of service.

Fixed line voice net service revenuesconsist of the following:

a)
b)
c)
d)
e)
f)

Monthly service fees including CERA (currency exchange rate adjustments) of voice-only subscriptions;
Revenues from local, international and national long distance calls made by postpaid, prepaid fixed line voice subscribers,
and payphone customers, as well as broadband customers who have subscribed to data packages bundled with a voice
service. Revenues are net of prepaid and payphone call card discounts;
Revenues from inbound local, international and national long distance calls from other carriers terminating on Globe’s
network;
Revenues from additional landline features such as caller ID, call waiting, call forwarding, multi-calling, voice mail, duplex
and hotline numbers and other value-added features;
Installation charges and other one-time fees associated with the establishment of the service; and
Revenues from DUO and SUPERDUO (fixed line portion) service consisting of monthly service fees for postpaid and
subscription fees for prepaid.

Revenues from (a) to (c) are net of any interconnection or settlement payments to domestic and international carriers.
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Broadband
For the Year Ended
31-Dec
31-Dec
YoY
Change
2011
2010
(%)
Cumulative Broadband Subscribers
1
Wireless …………………………………………………………....
Wired………………………………………………………………….
Total (end of period)…………………………………………………
1

1,121,703
289,463
1,411,166

819,276
255,077
1,074,353

37%
13%
31%

Includes fixed wireless and fully mobile broadband subscribers.

Broadband subscribers rose 31% from previous year’s level to close with more than 1,411,000
subscribers, with growth across both wired and wireless services. Wireless broadband
customers accounted for almost 90% of cumulative net additions for the year and 79% of total
broadband subscribers.
This sustained robust subscriber pick-up translated to an increase in service revenues by 30%
to P7.5 billion from P5.7 billion a year ago. The segment now comprises 11% of consolidated
service revenues compared to 9% in 2010.
To support the growth in the wireless segment, Globe launched sleeker and bolder-looking 4G
devices that come with free surfing hours, as well as new Tattoo prepaid and postpaid offers
under its Resist Campaign. Headlining the new powerful dongles is the Tattoo 4G Flash
Prepaid Stick, the best value 4G stick in the market. For only P1,245, subscribers get 120
hours of free surfing hours for speeds of up to 7.2 Mbps, as well as free 30 days surfing on
Facebook. Tattoo also offers other sticks in that line-up, namely the Tattoo 3G Sonic Prepaid
Stick, costingP995, with speeds of up to 3.6 Mbps, and the Tattoo 4G Prepaid Superstick,
offering speeds of up to 7.2 Mbps and allows you to connect up to 5 devices for only P3,495.
All-new Tattoo Supersurf offers were also launched, giving subscribers 3 days or 5 days of nonstop surfing for only P120 or P200, respectively. Finally, the new personalized postpaid plans
(starting at a base plan of P999) were also released under this campaign, giving subscribers the
freedom to choose their preferred speed, device, and freebies.
Globe also launched new Tattoo DSL and Tattoo WiMAX Plan 1299, the best home broadband
packages in its class. Tatto@Home’splans 1299 boasts speeds of up to 2 Mbps, twice the
speed of competition, and also comes with unbeatable features like a 1 month free speed boost,
a free landline, and a free WiFi router. Tattoo@Home also offers other broadband plans that fit
the needs of different families, ranging from the internet-only Tattoo WiMAX plan 799 to the
Tattoo Torque plan 19999, with speeds of up to 100Mbps.
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Fixed Line Data
Globe Group
For the Year Ended
YoY
31-Dec
31-Dec
Change
2011
2010
(%)

Net Service Revenues (Php Mn)
Fixed line Data
International …..……………………………………………………
Domestic …… ……………………………………………………..
1
Others ……………………………………………………………
Total Fixed line Data Service Revenues………………………..
1

956
1,730
1,106
3,792

1,020
1,587
881
3,488

-6%
9%
26%
9%

Includes revenues from value-added services such as internet, data centers and bundled services.

The fixed line data segment continued to grow steadily as it ended 2011 with service revenues
of P3.8 billion, an increase of 9% over the P3.5 billion posted in 2010. This was primarily driven
by the continued demand for domestic leased lines and high-speed internet services for large
enterprises. Growth has been fueled by the Company’s continued expansion of its network of
high-speed data nodes, transmission links, and international bandwidth capacity to serve the
requirements of business and enterprise clients, including those in the financial services, retail,
offshoring and outsourcing industries.
In June 2011, Globe Business launched Globe Infrastructure as a Service (IaaS), the
Company’s latest cloud hosting and computing service for the ever-evolving needs of the
enterprise clients. Recently, the services have achieved Vmware vCloud Powered status,
enhancing the clients’ ability to reduce capital and operating expenses, while improve their IT
agility and security, and ensuring business continuity.
Globe Business also expanded its Negostore initiative to 7 new Concept Globe stores,
upgrading Business Life zones in stores to a fresher, more visible area in order to attract and
accommodate more corporate and SME customers. These areas, supported by well-versed
store front-liners, allow greater access to and awareness of the Company’s products, while also
building the Globe Business brand as the one most suited to meet the different needs of
business clients.
Fixed Line Voice

1

Cumulative Voice Subscribers – Net (End of period) ………
Average Revenue Per Subscriber (ARPU)
Gross ARPU………………………………………………………..
Net ARPU…………………………………………………………..
Average Monthly Churn Rate ..…………………………………..
1

Includes DUO and SuperDUO subscribers.
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For the Year Ended
31-Dec
31-Dec
YoY
Change
2011
2010
(%)
671,730
618,606
9%
395
322
3.5%

456
383
4.1%

-13%
-16%
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Total fixed line voice revenues decreased by 9% to P2.6 billion, despite the increase in
cumulative fixed line voice subscribers. Total voice subscribers grew 9% year-on-year to almost
671,000, driven by higher subscriptions to the postpaid DUO and SUPERDUO services, as well
as to the bundled voice and broadband plans. The decline in the topline figure was mainly due
to the continued shift in traffic from fixed line voice to mobile services and the resulting weaker
demand for voice-only, fixed line products.
OTHER GLOBE GROUP REVENUES
International Long Distance (ILD) Services

ILD Revenues and Minutes
Total ILD Revenues (Php Mn) ……………………………………...
Average Exchange rates for the period (Php to US$1)……………
1

Total ILD Minutes (in million minutes) ………………………….
Inbound……………………………………………………………….
Outbound.…………………………………………………………….
ILD Inbound / Outbound Ratio (x) ………………………………...
1

Globe Group
For the Year Ended
YoY
31-Dec
31-Dec
Change
2011
2010
(%)
11,764
12,794
-8%
43.362

45.314

-4%

2,442
2,096
346
6.06

2,349
1,968
381
5.17

4%
7%
-9%

ILD minutes originating from or terminating to Globe and Innove networks.

Both Globe and Innove offer ILD voice services which cover international call services between
the Philippines and more than 200 destinations with over 600 roaming partners. This service
generates revenues from both inbound and outbound international call traffic, with pricing based
on agreed international termination rates for inbound traffic revenues and NTC-approved ILD
rates for outbound traffic revenues.
In 2011, total ILD traffic increased by 4% year-on-year, with the higher-volume inbound traffic
offsetting the 9% decline in outbound traffic. Despite this increase, consolidated ILD voice
revenues from the mobile and fixed line businesses declined by 8% from P12.8 billion last year
to P11.8 billion, due to the 4% appreciation of the peso coupled with falling rates for outbound
and inbound voice services.
During the year, Globe launched SuperIDD, the first unlimited IDD offer in the country. With
SuperIDD, subscribers can call 3 unique numbers in more than 50 destinations, 24 hours a day
for only P149 a day or, they can opt for the 30-day subscription and enjoy calling up to 10
unique numbers for only P1,999. Globe also launched Globe Super US Direct which allows USbased individuals (particularly Filipino workers and migrants) to call enrolled numbers at local
rates, instead of IDD rates. Globe’s international business also partnered with Americatel
Corporation to launch ZeroUnlimited Philippines, the first wireless plan with unlimited domestic
and international calling service to the Philippines. For a monthly fee of only US$79.99, Filipino
subscribers in the US are provided unlimited domestic calls within the US, unlimited
international calls to up to five pre-registered Globe and TM cellular or landline numbers in the
Philippines, as well as unlimited domestic texting and unlimited incoming international SMS.
The Company sustained its promotion of OFW SIM packs and its discounted call rate offers
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through such services as IDDSakto Call (per-second IDD), TipIDD card, and IDD Tingi – the first
bulk IDD service which can be purchased via registration and through AMAX retailers
nationwide. This is available in two denominations: P20 for 5-minute calls to US, Canada, Hong
Kong Singapore and Taiwan, and P30 for 3-minute calls to Saudi Arabia, UAE and Kuwait.
Interconnection
Domestically, the Globe Group pays interconnection access charges to other carriers for calls
originating from its network terminating to other carriers’ networks, and hauling charges for calls
that pass through Globe’s network terminating in another network.
Internationally, the Globe Group also incurs payouts for outbound international calls which are
based on a negotiated price per minute, and collects termination fees from foreign carriers for
calls terminating in its network. The Globe Group also collects interconnection access charges
from local carriers whose calls and SMS terminate in Globe Group’s network.
GROUP OPERATING EXPENSES
In 2011, the Globe Group’s total costs and expenses, including depreciation, increased by 10%
year on year to P
= 51,648 million from P
= 47,102 million in 2010, driven mainly by increases in
marketing and subsidy, staff costs, and network-related expenses.

Costs and Expenses (Php Mn)

Cost of sales…………………………………………………………….
Non-service revenues………………………………………………….
Subsidy………………………………………………………………….
Selling, Advertising and Promotions ………………………………..
Staff Costs ………………………………………………………………
Utilities, Supplies & Other Administrative Expenses………………..
Rent………………………………………………………………………
Repairs and Maintenance……………………………………………..
Provisions
………………….…………………………………………………
Services and Others…………………………………………………...
Operating Expenses………………………………………………….
Depreciation and Amortization……………….…………………....
Total Costs and Expenses…………………………………………..

Globe Group
For the Year Ended
YoY
31-Dec
31-Dec
Change
2011
2010
(%)
5,888
4,239
39%
3,753
2,993
25%
2,135
1,246
71%
4,756
5,810
3,805
2,830
3,523

4,269
5,089
3,339
2,809
3,273

11%
14%
14%
1%
8%

1,790

1,466

22%

8,058
30,572

7,525
27,770

7%
10%

18,941
51,648

18,086
47,102

5%
10%

Subsidy and Marketing
Total subsidy increased by 71% year-on-year to P2,135 million from P1,246 million in 2010.
This was primarily driven by the year-on-year increase in postpaid subscriber acquisitions
coupled with an increase in handset subsidies from the AppleTM iPhone 4S launch and
BlackBerry® promo offers. This increase in mobile handset subsidies was partially offset by
lower broadband CPE subsidies. Meanwhile, selling, advertising, and promotions of P4,756
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million were higher by 11% compared to 2010 as the Company invested in several product and
service launches and other brand-building initiatives to sustain the growth of the business,
defend against competition, and increase share in consumer spend in a highly competitive
market.
Total subsidy, selling, advertising and promotions of P6,891 million represent 21% of total
operating expenses and subsidy. As a percentage of service revenues, total subsidy, selling,
advertising and promotions increased to 10% in 2011, compared to 9% last year.
Staff Costs
Staff costs, which accounted for 18% of total operating expenses and subsidy, increased by
14% year-on-year from P5,089 million to P5,810 million, mainly driven by the increase in total
headcount and higher corporate incentives. Total headcount increased by 2% year on year to
5,757 from 5,667 by the end of 2010.
Utilities, Supplies and Other Administrative Expenses
Utilities, Supplies and Other Administrative Expenses accounted for 12% of total subsidy and
operating expenses. Costs grew by 14% year on year mainly on higher electricity charges
coming from power rate increases and higher power generation charges on the back of the
expanded cellular and broadband network of the Company.
Rent
Rent expense which accounted for 9% of the total operating expenses and subsidy was flattish
against last year’s level as the continued network expansion was partially offset by lower leases
on international cable facilities.
Provisions
This account includes provisions related to trade, non-trade and traffic receivables and
inventory. Overall, provisions posted a net increase of 22% year on year or P324 million driven
by the higher trade and non-trade provisions. As a percentage of service revenues, provisions
were at 3% compared to 2% in 2010.
Services and Others
Services and Others, which accounted for 25% of total operating expenses and subsidy,
increased by 7% from P7,525 million in 2010 to P8,058 million in 2011, mainly on higher
professional charges, consultancy fees and outsourced services related to broadband, IT, and
store services. This year’s services costs also include certain legal and advisory fees related to
the Company’s network and IT transformation programs.
Depreciation and Amortization
Depreciation and amortization expenses increased by 5% year on year or P855 million to
P18,941 million in 2011 from P18,086 million in 2010 due to additional investments resulting
from the continued expansion of the Company’s broadband and mobile networks. 2011
depreciation charges also include an accelerated depreciation charge of about P350 million for
IT assets and radio equipment related to a pilot implementation of the network change-out in
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Davao.
NON-OPERATING CHARGES
Other income statement items include net financing costs, net foreign exchange gain (loss),
interest income, and net property and equipment-related income (charges) as shown below:
Globe Group
For the Year Ended
31-Dec
31-Dec
YoY
Change
2011
2010
(%)

Non-operating Income / Expense (Php Mn)
Financing Costs – net
Interest Expense…………………………………………………...
Gain / (Loss) on derivative instruments…………………………
Swap costs and other financing costs…………………………...
Foreign Exchange (loss) / gain – net…………………………….

Interest Income ……………………………………………………..
Others – net………………………………………………………….
Total Other Expenses………………………………………………

(2,059)
25
(211)
(309)
(2,554)

(1,982)
(28)
(58)
465
(1,603)

4%
-189%
264%
-166%
59%

297
191
(2,066)

219
(31)
(1,415)

36%
-716%
46%

At end-December 2011, the Globe group’s non-operating charges increased by 46% from P1.4
billion in 2010 to about P2.1 billion in 2011. This was driven by foreign exchange losses of
P309 million booked in 2011 against foreign exchange gains of P465 million recorded in 2010
(See related discussion on derivative instruments and swap costs in the Foreign Exchange and
Interest Rate Exposure section), as well as higher swap costs.
Similarly, interest expense increased by 4% from about P2.0 billion in 2010 to almost P2.1
billion in 2011 mainly on higher interest-bearing loan balance. Interest income, on the other
hand, was up 36% year-on-year driven by higher average total investments in 2011, coupled
with placements in higher-yielding instruments and generally higher interest rates than 2010.
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Liquidity and Capital Resources

Balance Sheet Data (Php Mn)
Total Assets ……………………………………………………….
Total Debt ………………………………………………………….
Total Stockholders’ Equity ……………………………………….

31-Dec

Globe Group
31-Dec

2011

2010

130,839
48,679
48,428

130,628
50,371
46,869

1.39
3.10
13.24
1.01
0.90
0.50
0.25

1.50
2.29
10.91
1.07
0.95
0.52
0.32

2.70
0.61

2.79
0.61

51.8%
14.5%

53.6%
15.6%

Financial Ratios (x)
Total Debt to EBITDA …………………………………………….
Debt Service Coverage……………………………………………
Interest Cover (Gross) …...…………………………….…………
Debt to Equity (Gross) ……………………………………………
Debt to Equity (Net)……………………………………………..
Total Debt to Total Capitalization (Book) ……………………….
Total Debt to Total Capitalization (Market) ...…………………..
Total Asset to Equity Ratio ……………………………………….
Current Ratio ………………………………………………………

YoY
Change
(%)
-3%
3%

1

Profitability Margins
EBITDA Margin ….………………………………………………..
Net Profit Margin ….……………………………………………….

Globe’s balance sheet and cash flows remain strong with ample liquidity and gearing within
optimum level.
Globe Group’s consolidated assets as of 2011 amounted to P
= 130,839 million compared to P
=
130,628 million in 2010. Consolidated cash, cash equivalents and short term investments
(including investments in assets available for sale and held to maturity investments) was at
P5,159 million at the end of the period compared to P5,869 million in 2010.
The Company’s gearing levels have been increasingly optimized over the past few years with
the raised dividend payouts and higher proportion of debt to total capitalization. Globe ended
the year with gross debt to equity ratio of 1.01:1 on a consolidated basis which is well within the
2:1 debt to equity limit dictated by its debt covenants. Meanwhile, net debt to equity ratio was at
0.90:1 compared to 0.95:1 in 2010.
The financial tests under Globe’s loan agreements include compliance with the following ratios:
•
•
•
•

Total debt to equity not exceeding 2:1;
Total debt to EBITDA not exceeding 3:1;
Debt service coverage 2 exceeding 1.3 times; and
Secured debt ratio 3 not exceeding 0.2 times.

As of 31 December 2011, Globe is well within the ratios prescribed under its loan agreements.
1

2

Profitability margins are based on Net Service Revenues.
Debt service coverage ratio is defined as the ratio of EBITDA to required debt service, where debt service includes subordinated
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debt but excludes shareholder loans.
3

Secured debt ratio is defined as the ratio of the total amount for the period of all present consolidated obligations for payment,
whether actual or contingent which are secured by Permitted Security Interest as defined in the loan agreement to the total
amount of consolidated debt. Globe has no secured debt as of 31 December 2011.

Consolidated Net Cash Flows

(Php Mn)
Net Cash from Operating Activities………………………………
Net Cash from Investing Activities……………………………….
Net Cash from Financing Activities………………………………

31-Dec

Globe Group
31-Dec

2011

2010

29,926
(18,190)
(12,521)

27,148
(16,929)
(10,172)

YoY
change
(%)
10%
7%
23%

Net cash provided by operating activities increased by 10% year-on-year from P27,148 million
in 2010 to P29,926 million in 2011 on higher cash flows generated from operations.
Meanwhile, net cash used in investing activities amounted to P18,190 million, 7% above 2010
level of P16,929 million. Full year consolidated capital expenditures declined by 11% from
P19,467 million in 2010 to P17,417 million in 2011. Capital expenditures in 2011 included
amounts to expand and upgrade the Company’s broadband and mobile networks and to deploy
4G mobile technology via HSPA+ in key areas nationwide.

(Php Mn)

2011

2010

Total Capital Expenditures ………………………………………

18,744
(1,327)
17,417

18,813
654
19,467

Total Capital Expenditures / Service Revenues (%)……………...

26%

31%

Capital Expenditures (Cash) ………………………………………..
Increase (decrease) in Liabilities related to Acquisition of PPE…
1

1

31-Dec

Globe Group
31-Dec

YoY
change
(%)
-303%
-11%

Consolidated capital expenditures include property and equipment, intangibles and capitalized borrowing costs acquired as of
report date regardless of whether payment has been made or not.

For 2012, Globe has earmarked about US$750 – 800 million in capital expenditures. This
includes US$530 million for the Company’s network and IT transformation initiatives and about
US$220 – 270 million in investments for its fixed line network, submarine cable facilities, IT
infrastructure, and other selling and general capital expenditures. The Company will finance its
capital requirements for the year with internally-generated funds and additional borrowings.
Consolidated net cash used in financing increased by 23% to P12,521 million in 2011 with lower
borrowings compared to previous year. Consolidated total debt decreased by 3% from P50,371
million to P48,679 million in 2011. Loan repayments of Globe for the period amounted to
P11,553 million, 4% lower compared to the P11,987 million paid in 2010.
Out of the total debt of US$1,113 million, 11% is denominated in US$ out of which 2% has been
hedged to pesos. As a result, the amount of US$ debt swapped into pesos and pesodenominated debt account for approximately 89% of consolidated loans as of the end of 2011.
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Below is the schedule of debt maturities for Globe for the years stated below based on total
outstanding debt as of 31 December 2011:
Principal
*
(US$ Mn)

Year Due

2012 ……………………………………………………………………………………………………………
2013…………………………………………………………………………………………………………….
2014…………………………………………………………………………………………………………….
2015 ……………………………………………………………………………………………………………
2016 through 2018……………………………………………………………………………………………
Total…………………………………………………………………………………………………………….

259
222
222
192
218
1,113

* Principal amount before debt issuance costs.
In December 2011, Globe Telecom, Inc. signed a seven-year, P5.0 billion floating-rate term loan
facility with BDO Unibank, Inc. to fund capital expenditures for 2012 and refinance existing
debts. The BDO loan was the third loan facility availed by Globe during the year. In February
2011, the Company signed a seven-year, P7.0 billion term loan agreement also with BDO
Unibank, Inc., while in November, Globe closed a seven-year P5.0 billion fixed-rate term loan
facility with Rizal Commercial Banking Corporation.
In January 2012, Globe Telecom, Inc. signed a ten-year, USD90-Million floating rate term loan
facility with China Banking Corporation as lender to finance capital expenditures for 2012, which
includes the Company’s USD790 Million investment for its five-year massive network
modernization and IT transformation program to boost voice and data capacity in anticipation of
the growing demand for broadband and mobile data use. Of this capital expenditure amount,
USD640 Million will be spent in 2012 and in 2013. This is the Company’s first loan facility for
2012.
Capital and Financial Risk Management
CAPITAL MANAGEMENT
Capital includes equity attributable to equity holders of the Parent.
considers the following as capital:
2011	
  

2010	
  

The company

2009	
  

In Thousand Pesos

Preferred	
  Shares	
  
Common	
  Shares	
  
Additional	
  Paid	
  in	
  Capital	
  
Share	
  based	
  Payments	
  
Other	
  Reserves	
  
Retained	
  Earnings	
  

	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  792,575	
  	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  6,617,651	
  	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  26,557,250	
  	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  573,436	
  	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  (124,902)	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  14,012,146	
  	
  

	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  792,575	
  	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  6,616,648	
  	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  26,536,781	
  	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  544,794	
  	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  (88,310)	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  12,466,640	
  	
  

	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  792,575	
  	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  6,616,504	
  	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  26,503,079	
  	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  468,367	
  	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  18,518	
  	
  
	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  13,309,871	
  	
  

Total	
  Capital	
  

	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  48,428,156	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  46,869,128	
  	
  

	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  47,708,914	
  	
  

The primary objective of the Globe Group’s capital management is to ensure that it
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maintains a strong credit rating and healthy capital ratios in order to support its business
and maximize shareholder value.
The Globe Group monitors its use of capital using leverage ratios, such as debt to total
capitalization and makes adjustments to it in light of changes in economic conditions
and its financial position.
FOREIGN EXCHANGE EXPOSURE
Foreign exchange risks are managed such that USD inflows from operations (transaction
exposures) are balanced or offset by the net USD liability position of the company (translation
exposures). Globe Group’s objective is to maintain a position which results in, as close as
possible, a neutral effect to the P&L relative to movements in the foreign exchange market.
Transaction exposures
Globe has natural net US$ inflows arising from its operations. Consolidated foreign currencylinked revenues1were at 24% and 27% of total service revenues for the periods ended 31
December 2011 and 2010, respectively. In contrast, Globe’s foreign-currency linked expenses
were at 8% and 10% of total operating expenses for the same periods ended, respectively.
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The US$ flows are as follows:
2011
US$ and US$ Linked Revenues

P16.0 billion

US$ Operating Expenses

P2.4 billion

US$ Net Interest Expense

P0.2 billion

Due to these net US$ inflows, an appreciation of the Peso has a negative impact on Globe’s
Peso EBITDA. Globe occasionally enters into forward contracts to hedge against a peso
appreciation. All forwards have matured by year-end 2011.
Realized gains from forward contracts that matured in 2011 amounted to P28.27 million.
1

Includes the following revenues:
(1) billed in foreign currency and settled in foreign currency, and
(2) billed in Pesos at rates linked to a foreign currency tariff and settled in Pesos
Translation Exposures
Globe also has US$ assets and liabilities which are revalued at market rates every period.
These are as follows:

US$ Assets
US$ Liabilities
Net US$ Liability Position

December 2011
US$124 million
US$313 million
US$189 million

For accounting purposes, the foreign currency assets and liabilities are revalued at the current
exchange rate at the end of each reporting period. Given the net US$ liability position, a
depreciation of the peso results in a revaluation or forex loss in our P&L. As of December 2011,
the Philippine Peso stood at P43.919 to the US dollar, a very slight decline versus the 2010
year-end rate of P43.811. Due to adjustments for certain prior period transactions, however, the
Globe Group charged a total of P309 million in net foreign exchange losses to current
operations for the year of 2011.
Prior to 2004, the Company entered into long term currency swap agreements to hedge the
currency exposure on its liabilities. As of end-December 2011, the Company has only one such
remaining agreement, with a notional amount of US$2.5 million. The MTM of this swap contract
stood at a loss of P31.61 million as of end-December 2011.
The swap and forward contracts are not designated as hedges for accounting purposes (please
refer to Notes 28.3 and 28.6 of the attached Notes to Financial Statements). As such, the MTM
of the contracts have flowed through the P&L, and future changes to the MTM of the contracts
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will also be charged to P&L every period.
INTEREST RATE EXPOSURE
Interest rate exposures are managed via targeted levels of fixed versus floating rate debt that
are meant to achieve a balance between cost and volatility. Globe’s policy is to maintain
between 44-88% of its peso debt in fixed rate, and between 31-62% of its US$ debt in fixed
rate.
As of end-December 2011, Globe has a total of US$42.08 million and P6.64 billion in interest
rate swap contracts that were entered into to achieve these targets. US$37 million of the total
interest rate swaps are US$ swaps under which the Company effectively swapped some of its
floating US$ denominated loans into fixed rate, with quarterly or semi-annual payment intervals
up to July 2013. Globe also has US$5 million in notional amount of US$ swaps under which the
Company receives a fixed rate of 9.75% and pays a floating rate based on LIBOR, subject to a
cap. The payments on the swap are subject to the performance of 10 and 30 year US$ interest
rates. Lastly, the Company has a P6.6 billion in interest rate swap contracts, under which the
Company effectively fixed the rate on outstanding floating rate peso debts.
As of end of December 2011, 58% of peso debt is fixed, while 39% of USD debt is fixed after
swaps.
The MTM of the interest rate swap contracts stood at a loss of P220.20 million as of endDecember 2011.
CREDIT EXPOSURES FROM FINANCIAL INSTRUMENTS
Outstanding credit exposures from financial instruments are monitored daily and allowable
exposures are reviewed quarterly.
For investments, the Globe Group does not have investments in foreign securities (bonds,
collateralized debt obligations (CDO), collateralized mortgage obligations (CMO), or any
instruments linked to the mortgage market in the US). Globe’s excess cash is invested in short
tem bank and SDA deposits.
The Globe Group also does not have any investments or hedging transactions with investment
banks. Derivative transactions as of the end of the period are with large foreign and local
banks. Furthermore, the Globe Group does not have instruments in its portfolio which became
inactive in the market nor does the company have any structured notes which require use of
judgment for valuation purposes. (Please refer to Note 28.2.2 of the attached Notes to the
Financial Statements for additional information on active and inactive markets).
VALUATION OF DERIVATIVE TRANSACTIONS
The company uses valuation techniques that are commonly used by market participants and
that have been demonstrated to provide reliable estimates of prices obtained in actual market
transactions. The company uses readily observable market yield curves to discount future
receipts and payments on the transactions. The net present value of receipts and payments are
translated into Peso using the foreign exchange rate at time of valuation to arrive at the mark to
market value. For derivative instruments with optionality, the company relies on valuation
reports of its counterparty banks, which are the company’s best estimates of the close-out value
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of the transactions.
Gains (losses) on derivative instruments represent the net mark-to-market (MTM) gains (losses)
on derivative instruments. As of 31 December 2011, the MTM value of the derivatives of the
Globe Group amounted to a loss of P256.85 million while gains on derivative instruments arising
from changes in MTM reflected in the consolidated income statements amounted to P53.76
million. (Please refer to Note 28.8 of the attached Notes to Financial Statements for
gains/losses of preceding periods).
To measure riskiness, the Company provides a sensitivity analysis of its profit and loss from
financial instruments resulting from movements in foreign exchange and interest rates. (Please
refer to attached Notes 28.2.1.1 and 28.2.1.2 of the Financial Statements for the sensitivity
analysis results.) The interest rate sensitivity estimates the changes to the following P&L items,
given an indicated movement in interest rates: (1) interest income, (2) interest expense, (3)
mark-to-market of derivative instruments. The foreign exchange sensitivity estimates the P&L
impact of a change in the USD/PHP rate as it specifically pertains to the revaluation of the net
unhedged liability position of the company, and foreign exchange derivatives.
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CONTROL PERSONS
The write-ups below include positions currently held by the directors and executive officers, as
well as positions held during the past five years.
Board of Directors
Name
Jaime Augusto Zobel de Ayala
Hui Weng Cheong
Gerardo C. Ablaza, Jr.
Ernest L. Cu
Romeo L. Bernardo
Delfin L. Lazaro
Tay Soo Meng
Fernando Zobel de Ayala
Xavier P. Loinaz
Guillermo D. Luchangco
Manuel A. Pacis

Position
Chairman
Co-Vice Chairman
Co-Vice Chairman
Director, President and Chief Executive Officer
Director
Director
Director
Director
Independent Director
Independent Director
Independent Director

Jaime Augusto Zobel de Ayala. Mr. Zobel, 52,Filipino, has served as Chairman of the Board
since 1997 and a Director since 1989. He also holds the following positions: Chairman and
CEO of Ayala Corporation; Chairman of Bank of the Philippine Islands and Integrated MicroElectronics Inc.; Vice Chairman of Ayala Land, Inc.; Co-Vice Chairman of Mermac, Inc., and the
Ayala Foundation; Alabang Commercial Corporation, Ayala International Pte, Ltd., and Ayala
Hotels, Inc.; Member of the Mitsubishi Corporation International Advisory Committee, JP
Morgan International Council, and Toshiba International Advisory Group; Philippine
Representative to the Asia Pacific Economic Council Business Advisory Council; Chairman of
Harvard Business School Asia-Pacific Advisory Board; Vice Chairman of the Asia Business
Council; Member of Harvard University Asia Center Advisory Committee; Member of the Board
of Trustees of the Eisenhower Fellowships and the Singapore Management University; Member
of the International Business Council of the World Economic Forum; Chairman of the World
Wildlife Fund Philippine Advisory Council; Vice Chairman of The Asia Society Philippines
Foundation, Inc., Co-Vice Chair of the Makati Business Club; and Member of the Board of
Trustees of the Children’s Hour Philippines, Inc. He graduated with B.A. in Economics (Cum
Laude) degree from Harvard College in 1981 and obtained an MBA from the Harvard Graduate
School of Business in 1987.
Hui Weng Cheong. Mr. Hui, 57, Singaporean, has served as Director since October 2010. Mr.
Hui is currently Singapore Telecom Group’s CEO International, and is responsible for growing
its overseas investments and strengthening its relationships with overseas partners. Prior to
this position, he was Chief Operating Officer with the Group’s Thai associate, Advanced Info
Service (AIS), and was responsible for sales and marketing, network operations, IT solutions,
and customer and services management. He was also appointed Deputy President of AIS in
November 2006. Mr. Hui started his SingTel career as an engineer and worked various
management roles within the Group. In 1995, he was posted to Thailand as the Managing
Director of Shinawatra Paging, before returning to Singapore in 1999 to take on the role of Vice
President (Consumer Products) to manage the product development of all new mobile, paging,

127

Directors, Executive Officers and Control Persons
internet, broadband and telephone business. He also sits on the Boards of Bharti Airtel Limited
and Bharti Telecom Limited. Mr. Hui graduated with First Class Honors in Electrical
Engineering from the National University of Singapore in 1980, and obtained his Master in
Business Administration from the International Business Education and Research Program at
the University of Southern California, USA in 1992.
Gerardo C. Ablaza, Jr. Mr. Ablaza, 58, Filipino, has served as Director since 1998. He is a
Senior Managing Director of Ayala Corporation and a member of the Ayala Group Management
Committee, a post he has held since 1998. Mr. Ablaza is currently the President and CEO of
Manila Water Company where he is responsible for overseeing the financial and operational
growth within Manila Water’s service areas in the Metro Manila east zone and in its expansion
areas. He is a Board Director of Bank of the Philippine Islands, BPI Family Savings Bank, BPI
Card Finance Corporation, Azalea International Ventures Partners Limited, Inc., Asiacom
Philippines, Inc., Manila Water Company, and LiveIT Investment Ltd. Mr. Ablaza was also
former President and CEO of Globe Telecom, Inc. from 1998 to April 2009. Prior to joining the
Ayala Group, he was Vice-President and Country Business Manager for the Philippines and
Guam of Citibank, N.A. for its Global Consumer Banking Business. Prior to this position, he
headed the Credit Payments Products Division of Citibank, N.A. Singapore. Mr. Ablaza
graduated summa cum laude from De La Salle University in 1974 with a degree in Liberal Arts,
Major in Mathematics (Honors Program). In 2004, he was recognized by CNBC as the Asia
Business Leader of the Year, making him the first Filipino CEO to win the award. In the same
year, he was also awarded by Telecom Asia as the Best Asian Telecom CEO.
Ernest L. Cu. Mr. Cu, 51, Filipino, is currently the President and Chief Executive Officer of
Globe Telecom, Inc. Mr. Cu has served as Director since 2009. He joined the Company on 1
October 2008 as Deputy CEO. He brings with him over two decades of general management
and business development experience spanning multi-country operations. Prior to joining
Globe, he was the President and Chief Executive Officer of SPI Technologies, Inc. Mr. Cu was
the recipient of the Ernst & Young ICT Entrepreneur of the Year award in 2003, and was
adjudged Best CEO by Finance Asia in 2010. He was also conferred the International
Association of Business Communicators’ (IABC) CEO EXCEL award for communication
excellence in telecoms and IT, and was voted as one of the Most Trusted Filipinos in a poll
conducted by Reader’s Digest. Mr. Cu earned his Bachelor of Science in Industrial
Management Engineering from De La Salle University in Manila, and his Master of Business
Administration from the J.L. Kellogg Graduate School of Management, Northwestern University.
Romeo L. Bernardo. Mr. Bernardo, 57, Filipino, has served as Director since 2001. He is
Managing Director of Lazaro Bernardo Tiu and Associates (LBT), a boutique financial advisory
firm based in Manila. He is also GlobalSource economist in the Philippines. He does World
Bank and Asian Development Bank-funded policy advisory work, Chairman of ALFM Family of
Funds and Philippine Stock Index Fund. He is likewise a director of several companies and
organizations including Aboitiz Power, BPI, RFM Corporation, Philippine Investment
Management, Inc. (PHINMA), Philippine Institute for Development Studies (PIDS), BPI-Philam
Life Assurance Corporation (formerly known as Ayala Life Assurance, Inc.), National
Reinsurance Corporation of the Philippines and Institute for Development and Econometric
Analysis. He previously served as Undersecretary of Finance and as Alternate Executive
Director of the Asian Development Bank. He was an Advisor of the World Bank and the IMF
(Washington D.C.), and served as Deputy Chief of the Philippine Delegation to the GATT
(WTO), Geneva. He was formerly President of the Philippine Economics Society; Chairman of
the Federation of ASEAN Economic Societies and a Faculty Member (Finance) of the University
of the Philippines. Mr. Bernardo holds a degree in Bachelor of Science in Business Economics
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from the University of the Philippines (magna cum laude) and a Masters degree in Development
Economics at Williams College (top of the class) from Williams College in Williamstown,
Massachusetts.
Delfin L. Lazaro. Mr. Lazaro, 65, Filipino, has served as Director since January 1997. He is a
member of the Management Committee of Ayala Corporation. His other significant positions
include: Chairman of Philwater Holdings Company, Inc., Atlas Fertilizer & Chemicals Inc.,
Chairman and President of Michigan Power, Inc., and A.C.S.T. Business Holdings, Inc.; Chairman
of Azalea Intl. Venture Partners, Ltd.; Director of Ayala Land, Inc., Integrated Micro-Electronics,
Inc., Manila Water Co., Inc., Ayala DBS Holdings, Inc., AYC Holdings, Ltd., Ayala International
Holdings, Ltd., Bestfull Holdings Limited, AG Holdings, AI North America, Inc., Probe Productions,
Inc. and Empire Insurance Company; and Trustee of Insular Life Assurance Co., Ltd. He was
named Management Man of the Year 1999 by the Management Association of the Philippines for
his contribution to the conceptualization and implementation of the Philippine Energy
Development Plan and to the passage of the law creating the Department of Energy. He was also
cited for stabilizing the power situation that helped the country achieve successively high growth
levels up to the Asian crisis in 1997.
Tay Soo Meng. Mr. Tay, 62, Singaporean, was elected as Director on 8 February 2011. Mr. Tay
has been the Executive Vice President for Networks of Singapore Telecommunications Limited
(SingTel) since 1 September 2010. Prior to this, he was with Optus Networks as Managing
Director since July 2008 and was responsible for driving the technology, engineering and
operation of Optus’ fixed, satellite, IP and mobile networks to meet strategic and operational
needs. Mr. Tay was also the Vice President of Network Operations for SingTel, overseeing
SingTel’s Network Operation for two years – including Local, International and Mobile Switch
Management Operations, Satellite Operations, Submarine Cables Management and Restoration,
Field Operations, Outside Plant Operations, SingTel Group Operations, Business Operations and
Network Operation centre. Before this assignment, Mr. Tay was Vice President of Mobile
Networks for SingTel. Mr. Tay has over 40 years of global telecommunication experience and
was responsible for setting up paging and cellular networks for SingTel’s overseas joint ventures.
He was the GSM Association’s Asia Pacific Chairman in 1997 and was responsible for looking
after the interests of GSM operators in the Asia Pacific region. Mr. Tay holds an MBA degree
from the University of Leicester (England).
Fernando Zobel de Ayala. Mr. Zobel, 51, Filipino, has served as Director since 1995. He is
currently the Vice Chairman, President and Chief Operating Officer of Ayala Corporation. His
other significant positions include: Chairman of Ayala Land, Inc., Manila Water Company, Inc.,
Ayala DBS Holdings, Inc., Alabang Commercial Corporation, AC International Finance Limited
and Ayala International Pte, Ltd.; Co-Vice Chairman of Ayala Foundation, Inc. and Mermac, Inc.;
Director of Bank of the Philippine Islands, Integrated Micro-Electronics, Inc., Asiacom Philippines,
Inc.; and Member of The Asia Society, World Economic Forum, INSEAD East Asia Council, and
World Presidents’ Organization. He is also the Vice Chairman of Habitat for Humanity
International and the chairman of the steering committee of Habitat for Humanity's Asia Pacific
Capital Campaign; a member of the Board of Directors of Caritas Manila, Kapit Bisig para sa Ilog
Pasig Advisory Board, Pilipinas Shell Corporation and Pilipinas Shell Foundation. Mr. Fernando
Zobel de Ayala graduated with a B.A. in Liberal Arts degree from Harvard College in 1982. He
also holds a Certificate in International Management at INSEAD, France.
Xavier P. Loinaz. Mr. Loinaz, 68, Filipino, has served as Independent Director since 2009. He
was formerly the President of the Bank of the Philippine Islands (BPI). He currently holds the
following positions: Independent Director of BPI, BPI Capital Corporation, BPI Direct Savings
Bank, Inc., BPI/MS Insurance Corporation, BPI Family Savings Bank, Inc. and Ayala
Corporation; Member of the Board of Trustees of BPI Foundation, Inc. and E. Zobel Foundation;
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and Chairman of the Board of Directors of Alay Kapwa Kilusan Pangkalusugan.
Guillermo D. Luchangco. Mr. Luchangco, 72, Filipino, has served as Independent Director
since 2001. He is also Chairman and Chief Executive Officer of various companies of the ICCP
Group, including Investment & Capital Corporation of the Philippines, Science Park of the
Philippines, Inc., Cebu Light Industrial Park, Inc., Pueblo de Oro Development Corp., Regatta
Properties, Inc, and RFM-Science Park of the Philippines, Inc.; Chairman and President of
Beacon Property Ventures, Inc.; Chairman of ICCP Venture Partners, Inc. and Manila
Exposition Complex, Inc., and Director of Phinma Corporation, Phinma Property Holdings Corp.,
Roxas & Co., Inc., Ionics, Inc. and Ionics EMS, Inc.
Manuel A. Pacis. Mr. Pacis, 67, American, has served as Independent Director since 2011. He
was formerly the Vice President for Finance of the Procter & Gamble Company (P&G) in
Cincinnati, Ohio. He held positions of increasing responsibility in the Philippines, the US,
Mexico, China, and Japan including Chief Financial Officer of P&G Asia, a Global Business Unit
(GBU). He also served as Vice President for Internal Controls Worldwide and Financial
Systems Worldwide at P&G. His wide-ranging experiences throughout his business career
have included leadership roles in corporate governance, strategic planning, internal audit,
management systems / IT, M&A, joint ventures, and finance & accounting.
Key Officers
The key officers and consultants of the Company are appointed by the Board of Directors and
their appointment as officers may be terminated at will by the Board of Directors. The table
below shows the name and position of our key officers as of 31 December 2011.
Key Officers – Globe
Name
Ernest L. Cu 1
Alberto M. de
Larrazabal
Carmina J. Herbosa
Vicente Froilan M.
Castelo
Marisalve Ciocson-Co
Rebecca V. Eclipse
Henry Rhoel R. Aguda
Rodell A. Garcia
Gil B. Genio
Renato M. Jiao
Ramon Ralph G.
Matriano
Solomon M. Hermosura

Position
President and Chief Executive Officer
Chief Financial Officer and Treasurer
Head, Internal Audit
Head, Corporate and Legal Services Group
Compliance Officer and Assistant Corporate Secretary
Head, Office of Strategy Management
Chief Information Officer and Head, Information Systems Group
Head, Network and IT Transformation
Head, Business Customer Facing Unit and President, Innove
Communications, Inc.
Head, Human Resources
Head, Consumer Sales
Corporate Secretary
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Consultants
Name
Peter Bithos
Chee Loo Fun 5
Rodolfo A. Salalima
Robert Tan
1

Position
Advisor for the Consumer Customer Facing Unit
Senior Adviser for Consumer Marketing
Chief Legal Counsel and Senior Advisor
Chief Technical Adviser

Member, Board of Directors.

Alberto M. de Larrazabal. Mr. de Larrazabal, 56, Filipino, is the Chief Financial Officer and
Treasurer. He joined Globe in June 2006 as Head of the Treasury Division. Mr. De Larrazabal
has had over two decades of extensive experience as a senior executive in Finance, Business
Development, Treasury Operations, Joint Ventures, Mergers and Acquisitions, as well as
Investment Banking and Investor Relations. Prior to joining Globe, he held such positions as
VP and CFO of Marsman Drysdale Corp., VP and Head of the Consumer Sector – JP Morgan,
Hong Kong, and SVP and CFO of San Miguel Corporation.
Carmina J. Herbosa. Ms. Herbosa, 45, Filipino, is the Head of Internal Audit. She joined Globe
in February 2012. Ms. Herbosa is a Certified Public Accountant, a Certified Internal Auditor (US
CIA) and a Certified Control Self- Assessment Auditor (US CCSA). Prior to joining Globe, Ms.
Herbosa was a Senior Director for Internal Audit for Asia and EMEA of Whirlpool Corporation.
Vicente Froilan M. Castelo. Mr. Castelo, 47, Filipino, is the Head of the Corporate and Legal
Services Group of Globe. He is a veteran in the practice of law, and is one of the pioneers in
the Telecommunications and Information Communication Technology field. He graduated with
a degree in Bachelor of Arts in Economics from Letran College, and earned his Bachelor of
Laws from San Beda College. He joined Globe Telecom as the Head of Regulatory Affairs in
July 1998.
Marisalve Ciocson-Co. Ms. Co, 41, Filipino, is the Compliance Officer and Assistant
Corporate Secretary of Globe. She is also Head of Legal Services Division of the Corporate
and Legal Services Group. Ms. Co graduated Cum Laude with a degree in Bachelor of Arts in
Political Science from the University of the Philippines and her Juris Doctor (Law) degree from
Ateneo de Manila University College of Law.
Rebecca V. Eclipse. Ms. Eclipse, 49, Filipino, is the Head of Office of Strategy Management.
She has more than 15 years experience in technology and telecom risk management, financial
management and auditing, drawn from SGV & Co, as well as Eastern Telecoms and Oceanic
Wireless Network. Ms. Eclipse joined Globe in March 1995.
Henry Rhoel R. Aguda. Mr. Aguda, 43, Filipino, is the Chief Information Officer and Head of
Information Systems Group. Mr. Aguda is a 23 year veteran in the IT profession, of which 13
years were devoted to the telecommunications industry. As an officer in the public sector, he
implemented key and substantial reforms in a more service-oriented and metrics-based
organization. As such, Mr. Aguda was awarded the 2010 ASEAN CIO of the Year Award for
Government Sector by the IDG for the positive turn-around of GSIS services. Prior to joining
Globe, Mr. Aguda was Chief Technology Officer/ Senior Vice President, IT Group of the
Government Service and Insurance System (GSIS).
Rodell A. Garcia. Mr. Garcia, 55, Filipino, is the Head of Network and IT Transformation and is
concurrently the Head of Information Systems Group. He has previously served as Chief
Technical Officer and Chief Information Officer of the Company. Before joining Globe in 2000,
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Mr. Garcia was Executive Vice President for the Information Technology Group of DBS Bank
Philippines, Inc. He also held several key management positions in Citytrust Banking
Corporation.
Gil B. Genio. Mr. Genio, 52, Filipino, is Head of the Business Customer Facing Unit, as well as
head of International Markets. These are the groups responsible for sales, customer
relationships, marketing, products and support for business customers from SMEs to the largest
enterprises and BPOs, and for Globe’s overseas Filipino customers. He is concurrently Head of
Corporate Strategy and Business Development at Globe. Mr. Genio is also the CEO of whollyowned subsidiary Innove Communications as well as President of GTI Business Holdings.
Among his previous assignments in Globe was Chief Financial Officer, followed by stints as
group head for fixed networks, carrier services, and business customers. He is a Managing
Director at Ayala Corporation. Prior to joining Globe and AC, Mr. Genio had spent more than 11
years with Citibank in the Philippines, Singapore, Japan and Hong Kong, with stints in financial
control, risk management, product development, audit and market risk management. Mr. Genio
obtained a Masters in Business Management, graduating With Distinction, from the Asian
Institute of Management. He holds a Bachelor of Science degree in Physics, magna cum laude,
from the University of the Philippines.
Renato M. Jiao. Mr. Jiao, 55, Filipino, is the Head of Human Resources. He joined Globe in
June 2010. Mr. Jiao has 29 years of experience in general management and leveraging
leading-edge technologies, processes and human capital for competitive advantage. He is a
seasoned HR Practitioner with 10 years of experience in multi-functional HR practice areas. Mr.
Jiao also held various significant positions in Procter and Gamble (Philippines), Inc. and Procter
and Gamble Asia Pte Ltd. Prior to joining Globe, he was President of IBM Business Services,
Inc. Mr. Jiao earned his Bachelor of Science degree in Mechanical Engineering from the
University of the Philippines.
Ramon Ralph G. Matriano. Mr. Matriano, Filipino, is the Head of Consumer Sales. He joined
Globe in May 2011 and assumed his position in July 2011. Mr. Matriano has had over two
decades of professional experience in sales, marketing and general management in local and
multi-national companies. He spent 16 years with the Coca Cola Group – 12 years with Coca
Cola Bottlers Philippines, Inc. and 4 years with The Coca Cola Export – where he handled
various critical posts. In 2004, Mr. Matriano was Business Unit General Manager for Hunt’s at
Universal Robina Corporation (URC) before rising to handle all of URC’s domestic branded
consumer food groups and becoming the Vice President for Sales.
Solomon M. Hermosura. Mr. Hermosura, 50, Filipino, is the Corporate Secretary of Globe. He
assumed his role in July 2010. Mr. Hermosura is a Managing Director of Ayala Corporation and
a member of its Management Committee and the Ayala Group Management Committee. He is
the General Counsel, Corporate Secretary and Compliance Officer of Ayala Corporation. He
also serves as Corporate Secretary of Ayala Land, Inc., Manila Water Company, Inc., Ayala
Foundation, Inc., and a number of other companies in the Ayala Group; and as member of the
Boards of Directors of a number of companies in the Ayala Group. He was Corporate Secretary
of Integrated Micro-Electronics, Inc. until June 7, 2011. Mr. Hermosura earned his Bachelor of
Laws degree from San Beda College in 1986 and placed third in the 1986 Bar Examinations.
Peter Bithos. Mr. Bithos, 40, American, is the Advisor for the Consumer Customer Facing Unit.
He joined Globe in May 2010. Prior to Globe, Mr. Bithos spent five years with SingTel Optus in
Australia where he was most recently the Chief Executive Officer of Optus’ subsidiary Virgin
Mobile Australia. Over his tenure at SingTel Optus, Mr. Bithos held executive positions cutting
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across P&L leadership, operations, strategy and M&A. Prior to SingTel Optus, he spent nine
years at the top-tier strategy firm of Bain & Company as a senior engagement leader in strategy
development and turnaround projects for Fortune 500 companies in North America, Australia
and Asia.
Chee Loo Fun. Ms. Chee, Malaysian, is the Senior Adviser for Consumer Marketing. She
joined Globe in May 2011. Ms. Chee has had over 20 years of professional and executive-level
experience in both telecommunications and advertising industries specializing in brand
management, consumer marketing and managing business transformation. Prior to joining
Globe, she spent over 11 years with Maxis Communications Berhad formulating end-to-end
integrated marketing strategies including line management of staff in retail, establishing
operational efficiencies and process governance, and leading teams through rapid change. Ms.
Chee was also a Director of Client Service of J. Walter Thompson where she created and led
integrated marketing communication strategies for key accounts.
Rodolfo A. Salalima. Mr. Salalima, 64, Filipino, is the Chief Legal Counsel and Senior Advisor.
He joined Globe in 1993. Before his current appointment, Mr. Salalima was Globe’s Senior Vice
President and Head of Corporate and Regulatory Affairs Group and served as its Assistant
Corporate Secretary. He had previously worked as a Managing Director of the Ayala
Corporation. From 1992 to 1996, he served as the first President and Founding Director of the
Telecommunications and Broadcast Attorneys of the Philippines, Inc. (TELEBAP). Mr. Salalima
is currently the President of the Philippine Chamber of Telecommunications Operators, Inc.
(PCTO) and a Director in the Telecoms Infrastructure Corporation of the Philippines
(TELICPHIL).
Robert Tan. Mr. Tan, 59, Singaporean, is the Chief Technical Adviser. He is now actively
driving the rollout of Globe’s large-scale wireless network modernization undertaking. Mr. Tan
has over 3 decades of professional and executive-level experience in the telecommunications
industry within the Asia Pacific Region. Prior to his appointment to Globe in December 2010,
Mr. Tan was Head of the Transmission and Facilities Engineering group of SingTel Optus for
seven years. He also managed the Mobile Deployment and Support Services group which
played a critical role in supporting the explosive growth of the wireless broadband business. He
joined SingTel in 1975 where he built his expertise in Transmission and Access Engineering,
including extensive experience in technical due diligence work that involves the operational and
engineering assessment of companies for acquisition and strategic program of JV partners.
Significant Employees
All of the Issuer’s employees are considered important assets who collectively make significant
contributions to the Issuer.
Family Relationship
The Chairman, Jaime Augusto Zobel de Ayala II and a Director, Fernando Zobel de Ayala are
brothers.
There are no known family relationships between and among the current members of the Board
of Directors and key officers other than the above.
Involvement in Certain Legal Proceedings
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None of the directors, officers or members of the Company’s senior management had during the
last five years, been subject to any of the following:
(a) any bankruptcy, petition filed by or against any business of which such person was a
general partner or executive officer either at the time of the bankruptcy or within two (2)
years prior to the time;
(b) any conviction by final judgment of any offense in any pending criminal proceeding,
domestic or foreign, excluding traffic violations and other minor offenses;
(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 his involvement in any type of business, securities,
commodities, or banking activities; and
(d) found by a domestic or foreign court of competent jurisdiction (in a civil action), the
Commission or comparable foreign body, or a domestic or foreign exchange or electronic
marketplace or self regulatory organization, to have violated a securities or commodities
law, and the judgment has not been reversed, suspended or vacated.

134

EXECUTIVE COMPENSATION
Standard Arrangements
Directors
Article II Section 6 of the Company’s By-Laws provides: “SECTION 6. COMPENSATION OF
DIRECTORS - Directors as such shall not receive any stated salary for their services, but, by
resolution of the stockholders, a specific sum fixed by the stockholders may be allowed for
attendance at each regular or special meeting of the Board; provided that nothing herein
contained shall preclude any director from serving in any other capacity and receiving
compensation thereof.”
The stockholders have ratified a resolution in 2003 fixing the per-diem remuneration of P100,000
for non-executive Directors per Board meeting actually attended.
The Company has no other arrangement with regard to the remuneration of its existing directors
and officers aside from the compensation received as herein stated.
For additional information on Board remuneration please see appropriate section in Part V Corporate Governance of this report.
Officers
a. Executive Compensation

The total annual compensation (salary and other variable pay) of the CEO and other senior
officers of the Company (excluding its subsidiaries) amounted to P179 million in 2011 and
P164 million in 2010. The projected total annual compensation for 2012 is P187 million.
The total annual compensation paid to all senior personnel from Manager and up of the
Company (excluding its subsidiaries) amounted to P2,500 million in 2011 and P2,087 million
in 2010. The projected total annual compensation for 2012 is P2,680 million.
The total annual compensation for key officers and managers of the Company includes
basic salaries, guaranteed bonuses, fixed allowances and variable pay (performance-based
annual incentive) are shown below.
Name and Principal Position

Year

Ernest L. Cu
President & Chief Executive Officer
Alberto M. de Larrazabal
Chief Financial Officer & Treasurer
1
Ferdinand M. dela Cruz
Head – Consumer Sales and After
Sales Group
Rebecca V. Eclipse
Head – Office of Strategy
Management
Rodell A. Garcia
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Salary
(in P Millions)

Other Variable
Pay (in P
Millions)

Executive Compensation
Head – Network & IT Transformation
Gil B. Genio
Head – Business Customer Facing
Unit and President – Innove
Communications, Inc.
Renato M. Jiao
Head – Human Resources
2
Carmencita T. Orlina
Head – Consumer Marketing Group
3
Henry Rhoel R. Aguda
Chief Information Officer and Head,
Information Systems Group
4
Cathy Hufana Ang
Head – Internal Audit
Vicente Froilan M. Castelo
Head - Corporate & Legal Services
Group
Marisalve C. Co – Assistant
Corporate Secretary & Compliance
Officer
5
Carmina J. Herbosa
Head, Internal Audit
6
Ramon Ralph G. Matriano
Head – Consumer Sales
CEO & Most Highly Compensated
Executive Officers
7

All other officers as a group
unnamed
1

Actual 2010
Actual 2011
Projected 2012
Actual 2010
Actual 2011
Projected 2012

110
103
110
1,481
1,576
1,706

54
76
77
606
924
974

Mr. Ferdinand M. dela Cruz transferred to Ayala Corporation as of July 1, 2011.
Ms. Carmencita T. Orlina resigned on August 1, 2011.
3
Assumed the position on January 1, 2012.
4
.
Catherine Hufana-Ang transferred to Ayala Corporation as of February 16, 2012
5
Assumed the position on February 16, 2012.
6
Assumed the position on July 1, 2011.
7
Managers and up.
2

b.

Employment Contracts
Arrangements

and

Termination

of

Employment

and

Change-in-Control

The above named executive officers are covered by Letters of Appointment with the
Company stating therein their respective job functionalities, among others.
c.

Warrants and Options Outstanding:
The Globe Group also has stock-based compensation, pension and benefit plans. The
stock-based compensation includes plans for certain regular employees and senior
executives. The number of shares allocated under the plans shall not exceed the
aggregate equivalent of 6% of the authorized capital stock. The pension plan is a funded,
noncontributory, defined benefit plan that covers substantially all of its regular employees
and provides benefits based on years of service and compensation on the last year of
employment. (For additional details on compensation plans, refer to Notes 3, 16 and 18 of
the attached Notes to the Financial Statements on Management’s Significant Accounting
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Judgments and Use of Estimates, Related Party Transactions and Employee Benefits,
respectively.)
There are no agreements between the Globe Group and any of its directors and key
officers providing for benefits upon termination of employment, except for such benefits to
which they may be entitled under the Globe Group’s retirement plans.
i. The Company offered the Executive Stock Option Plan (ESOP) to the Company’s

directors and officers including key officers of its subsidiaries since April 2003. Of the
below named directors and officers, there were 1,600 common shares exercised in
2011.
Name

Ernest L. Cu
Alberto M. de
Larrazabal
Catherine
1
Hufana-Ang
Vicente
Froilan M.
Castelo
Marisalve
Ciocson-Co
Rebecca V.
Eclipse
Rodell A.
Garcia
Gil B. Genio

Renato M.
Jiao
Ferdinand M.
2
dela Cruz
Carmencita T.
3
Orlina
Ramon Ralph
4
G. Matriano

Position

No. of
Shares

Date of
Grant

President and
Chief Executive
Officer
Chief Financial
Officer and
Treasurer
Head – Internal
Audit
Officer-in-Charge Corporate & Legal
Services Group
Asst. Corporate
Secretary &
Compliance
Officer
Head – Office of
Strategy
Management
Head – Network &
IT Transformation
Head – Business
Customer Facing
Unit & President –
Innove
Communications,
Inc.
Head – Human
Resources
Head – Consumer
Sales
Head – Consumer
Marketing
Head – Consumer
Sales
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Ave Price
at date of
grant
(Offer
Price)

Ave
Price
(Exercise
Price)

Balance of
outstanding
&
exercisable
options at
end of
period

Executive Compensation
Henry Rhoel
5
R. Aguda
Carmina J.
6
Herbosa

Chief Information
Officer and Head Information
Systems Group
Head - Internal
Controls Division

1,600
03/24/06
854.75
925
324,300
All above-named Officers as a
Group
1
Ms. Catherine Hufana-Ang transferred to Ayala Corporation as of February 16, 2012.
2
Mr. Ferdinand M. dela Cruz transferred to Ayala Corporation as of July 1, 2011.
3
Ms. Carmencita T. Orlina resigned on August 1, 2011.
4
Assumed the position on July 1, 2011.
5
Assumed the position on January 1, 2012.
6
Assumed the position on February 16, 2012.

ii.

The Company has not adjusted nor amended the exercise price of the options
previously awarded to the above named officers.
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SECURITY OWNERSHIP OF MANAGEMENT AND CERTAIN
RECORD AND BENEFICIAL OWNERS
i.

Security Ownership of Certain Record and Beneficial Owners (of more than 5%) as of 31 March
2012

Title of Class

Preferred
Common
Common
Common

Name, address of Record Owner and
Relationship with Issuer
Asiacom Philippines, Inc.4
34/F Tower 1 Bldg., Ayala Ave., Makati
City
Singapore Telecom Int’l. Pte. Ltd. (STI) 2
31 Exeter Road, Comcentre, Singapore
Ayala Corporation 3
34/F Tower 1 Bldg. Ayala Ave., Makati
City
PCD Nominee Corp. (Non-Filipino) 4
G/F Makati Stock Exch. Bldg., Ayala
Avenue, Makati City

Name of Beneficial
Owner & Relationship
with Record Owner

Citizenship

No. of
Shares
Held

% of
total
o/s
shares

158,515,021

54.49%

Asiacom Philippines, Inc.
(Asiacom)

Filipino

Singapore Telecom Int’l.
Pte. Ltd.

Singaporea
n

62,646,487

47.32%

Ayala Corporation (AC)

Filipino

40,319,263

30.45%

PCD Participants

Various

22,666,965

18.33%

ii. Security Ownership of Directors and Management (Corporate Officers) as of 31 March 2012

Title of Class

Amount and Nature of
Beneficial Ownership

Name of Beneficial Owner

Citizenship

Percent of
Class

Directors
Common

Jaime Augusto Zobel de Ayala

4 (direct and indirect)

Filipino

0.00%

Common

Delfin L. Lazaro

1 (direct)

Filipino

0.00%

Common

Hui Weng Cheong

2 (direct)

Singaporean

0.00%

Common

Fernando Zobel de Ayala

1 (direct)

Filipino

0.00%

Common

Gerardo C. Ablaza, Jr.

38,975 (direct and indirect)

Filipino

0.01%

Common

Romeo L. Bernardo

2,285 (direct and indirect)

Filipino

0.00%

Common

Tay Soo Meng

Singaporean

0.00%

Common
Preferred

2 (direct)
100 (direct)

Manuel A. Pacis

Common

Xavier P. Loinaz

Common

Guillermo D. Luchangco

Preferred

Ernest L. Cu

Ernest L. Cu

1 (direct)

Filipino

0.00%
0.00%

10 (direct)

Filipino

0.00%

11,000 (direct)

Filipino

0.00%

1 (direct)

Filipino

0.00%

1 (direct)

Filipino

0.00%

Corporate Officers
Preferred
4

Asiacom Philippines, Inc. (“Asiacom”) is a significant shareholder of the Company. As per the Asiacom By-laws and the Corporation
Code, the Board of Directors of Asiacom has the power to decide how the Asiacom shares in Globe are to be voted.
2
STI, a wholly-owned subsidiary of SingTel (Singapore Telecom), is a significant shareholder of the Company. As per its By-laws,
STI, through its appointed corporate representatives, has the power to decide how the STI shares in Globe are to be voted.
3
Ayala Corporation (“AC”) is a significant shareholder of the Company. As per the AC By-laws &the Corporation Code, the Board of
Directors of AC has the power to decide how AC shares in Globe are to be voted.
4
The PCD Nominee Corporation is a wholly-owned subsidiary of Philippine Central Depository, Inc. and is not related to the
Company.
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Security Ownership of Management and Certain Record of Beneficial Owner
Common

Rebecca V. Eclipse

Common

Gil B. Genio

9,254 (indirect)

Filipino

0.00%

46,203 (indirect)

Filipino

0.02%

Common

Alberto M. de Larrazabal

Common

Marisalve Ciocson-Co

2,331 (direct and indirect)

Filipino

0.00%

1,143 (direct)

Filipino

Common

Catherine Hufana-Ang

0.00%

1,459 (direct and indirect)

Filipino

0.00%

Common

Rodell A. Garcia

Common

Vicente Froilan M. Castelo

24,040 (direct)

Filipino

0.01%

920 (direct)

Filipino

0.00%

Common
Common

Renato M. Jiao

-

Filipino

0.00%

Ramon Ralph G. Matriano

-

Filipino

Common

0.00%

Henry Rhoel R. Aguda

-

Filipino

0.00%

20 (direct)

Filipino

0.00%

Other Executive Officers
Common

Solomon M. Hermosura

All directors and Officers as a group

137,752

0.05%

None of the members of the Company’s directors and management own 2% or more of the
outstanding capital stock of the Company.
iii. Voting Trust Holders of 5% or More
There are no voting trust holders of 5% or more.
iv. Changes in Control
No change of control in the Company has occurred since the beginning of last fiscal year.
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DESCRIPTION OF DEBT
As of December 31, 2011, Globe has a total debt of P 49 billion, 11% are denominated in US$
out of which 2% have been hedged to Pesos. As a result, the amount of US$ debt swapped into
Pesos and Peso-denominated debt accounts for approximately 89% of consolidated loans.
Below is the schedule of debt maturities for Globe for the years stated below based on total
outstanding debt as of December 31, 2011:
Year Due

Principal *
(Peso millions)

20121………………………………………………………………………………
2013………………………………………………………………………………
2014 through 2022………………………………………………………………
Total

11,370
9,772
27,749
48,891

* Principal amount before debt issuance costs.
1
On February 27, 2012, Globe prepaid its 5-year Fixed Rate Bonds due 2014 amounting to P3,026 Million. Globe
also fully paid its 3-year Fixed Rate Bonds due 2012 amounting to P1,974Million.

Covenants
The loan agreements contain restrictive covenants and require the Issuer to comply with
specified financial ratios and other financial tests at relevant measurement dates such as the
end of quarterly periods. Many of these financial ratios and other tests are negatively affected
by the depreciation of Peso. These financial ratios and other tests are also negatively affected
by any deterioration of the Issuer’s operating results or impairment of assets. To date, the
Issuer has been compliant with all the required financial ratios and other tests.
The financial tests under Globe’s loan agreements include compliance with the following ratios:
a) Total debt to equity not exceeding 2:1;
b) Total debt to EBITDA not exceeding 3:1;
c) Debt service coverage 1 exceeding 1.3 times; and
d) Secured debt ratio 2 not exceeding 0.2 times.
1

Debt service coverage ratio is defined as the ratio of EBITDA to required debt service, where debt service includes
subordinated debt but excludes shareholder loans.
2

Secured debt ratio is defined as the ratio of the total amount for the period of all present consolidated obligations for
payment, whether actual or contingent which are secured by Permitted Security Interest as defined in the loan
agreement to the total amount of consolidated debt. Globe has no secured debt as of 31 December 2011.

The Issuer’s loan agreements with banks and other financial institutions provide for certain
restrictions and requirements with respect to, among others, percentage of ownership of specific
shareholders, incurrence of additional long-term indebtedness under certain conditions or
guarantees and creation of property encumbrances.
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CORPORATE GOVERNANCE

Globe recognizes the importance of good governance in realizing its vision, carrying out its
mission and living out its values to create and sustain increased value for its internal and
external stakeholders.
As strong advocates of accountability, transparency and integrity in all aspects of the business,
the Board of Directors, management, officers, and employees of Globe commit themselves to
the principles and best practices of governance in the attainment of its corporate goals.
The basic mechanisms for corporate governance are principally contained in the Company’s
Articles of Incorporation and By-Laws. These constitutive documents lay down, among others,
the basic structure of governance, minimum qualifications of directors, and the principal duties
of the Board and officers of the Company.
The Company’s Manual of Corporate Governance supplements and complements the Articles
of Incorporation and By-Laws by setting forth the principles of good and transparent
governance.
The Company has likewise adopted a Code of Conduct, Conflict of Interest, and a
Whistleblower Policy for its employees, and has existing formal policies concerning Unethical,
Corrupt and Other Prohibited Practices covering both its employees and the members of the
Board. These policies serve as guide to matters involving work performance, dealings with
employees, customers and suppliers, handling of assets, records and information, avoidance of
conflict of interest situations and corrupt practices, as well as the reporting and handling of
complaints from whistleblowers, including reports on fraudulent reporting practices.
Moreover, the Company adopted an expanded corporate governance approach in managing
business risks. An Enterprise Risk Management Policy was developed to provide a better
understanding of the different risks that could threaten the achievement of the Company’s
mission, vision, strategies, and goals. The policy also highlights the vital role that each individual
in the organization – from the Senior Leadership Team (SLT) to the staff - plays in managing
those risks and in ensuring that the Company’s business objectives are attained.
New initiatives are regularly pursued to develop and adopt corporate governance best practices,
and to build the right corporate culture across the organization.
The Company has adopted in the Manual of Corporate Governance the leading practices and
principles of good corporate governance, and full compliance therewith has been made since
the adoption of the Manual.
There has been no significant deviation from the Company’s Manual of Corporate Governance.
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FINANCIAL INFORMATION
The following pages set forth Globe’s audited financial statements for the years ended
December 2011, 2010, 2009.
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Globe Telecom, Inc.

Tel.: +632 Tjo2ooo
Fax: +632 7392ooo
Web: www.globe.com.ph
Globe Telecom Piaza
Pioneer corner Madison Streets.
r55z Mandaluyong Ciry. Philippine:

M-o73 MPO
Mandaluyong Municipal BIdE.,
r5or Mandaluyong City. Philippines
P.O. Box

STATEMENT OF MANAGEMENT'S RESPONSIBILITY FOR FINAI\CIAL STATEMENTS

The management of Globe Telecom, Inc. and Subsidiaries is responsible for the preparation and fair
presentation of the consolidated financial statements for the years ended December 31,2011, 2010 and
2009, including the additional components attached therein, in accordance with Philippine Financial
Reporting Standards. This responsibility includes designing and implementing intemal confrols relevant
to the preparation and fair presentation of financial statements that are free from material misstatemen!
whether due to fraud or error, selecting and applying appropriate accounting policies, and making
accounting estimates that are reasonable in the circumstances.

The Board of Directors reviews and approves the consolidated financial statements and submits the same
to the stockholders. SyCip Gorres Velayo & Co., the independent auditors appointed by the stockholders,
has examined the consolidated financial statements of the Company in accordance with the philippine
Standards on Auditing, and in its report to the stockholders, has
its opini
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4. Exact name of registrant as specified in its charter: GLOBE TELECOM, INC.
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GLOBE TELECOM, INC. AND SUBSIDIARIES

MANAGEMENT’S DISCUSSION AND ANALYSIS

OF

FINANCIAL CONDITION AND RESULTS OF OPERATIONS

FOR THE THREE MONTHS ENDED

31 MARCH 2012
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PART I

FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS
Our unaudited condensed consolidated financial statements include the accounts of Globe
Telecom, Inc. and its wholly owned subsidiaries, Innove Communications, Inc.(Innove), GXchange, Inc. (GXI), Entertainment Gateway Group (EGG Group) and GTI Business Holdings,
Inc. (GTI BH), collectively referred to as the “Globe Group” in this report.
The unaudited condensed consolidated financial statements for the three months ended 31 March
2012 (filed as Annex 1 of this report) have been prepared in accordance with Philippine
Accounting Standard 34, Interim Financial Reporting and hence do not include all of the
information required in the December 31, 2012 annual audited financial statements.

ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A) OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS
The following is a discussion and analysis of Globe Group’s financial performance for the three
months ended 31 March 2012. The prime objective of this MD&A is to help the readers
understand the dynamics of the Company’s business and the key factors underlying its financial
results. Hence, Globe’s MD&A is comprised of a discussion of its core business, and analysis of
the results of operations for each business segment. This section also focuses on key statistics
from the unaudited consolidated financial statements and pertains to known risks and
uncertainties relating to the telecommunications industry in the Philippines where we operate up
to the stated reporting period. However, Globe’s MD&A should not be considered all inclusive,
as it excludes unknown risks, uncertainties and changes that may occur in the general economic,
political and environmental condition after the stated reporting period. The Globe Group has
adopted an expanded corporate governance approach in managing its business risks. An
Enterprise Risk Management Policy was developed to systematically view the risks and to
manage these risks in the context of the normal business processes such as strategic planning,
business planning, operational and support processes.
The Company’s MD&A should be read in conjunction with its unaudited consolidated financial
statements and the accompanying notes. All financial information is reported in Philippine Pesos
(Php) unless otherwise stated.
Any references in this MD&A to “we”, “us”, “our”, “Company” means the Globe Group and
references to “Globe” mean Globe Telecom, Inc., not including its wholly-owned subsidiaries.
Additional information about the Company, including annual and quarterly reports, can be found
on our corporate website www.globe.com.ph.
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The following is a summary of the key sections of this MD&A:

OVERVIEW OF OUR BUSINESS ................................................................................... 6
FINANCIAL AND OPERATIONAL RESULTS ........................................................... 14
GROUP FINANCIAL SUMMARY ....................................................................................... 14
GROUP OPERATING REVENUES ..................................................................................... 17
GROUP OPERATING EXPENSES ...................................................................................... 32
LIQUIDITY AND CAPITAL RESOURCES ........................................................................ 36
FINANCIAL RISK MANAGEMENT ................................................................................... 40

LEGAL, REGULATORY AND CORPORATE DEVELOPMENTS ............................. 44
OTHER RELEVANT INFORMATION ......................................................................... 46
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OVERVIEW OF OUR BUSINESS
Globe Telecom, Inc. is a major provider of telecommunications services in the Philippines,
supported by over 5,700 employees and over 801,000 retailers, distributors, suppliers, and
business partners nationwide.
The Company operates one of the largest and most
technologically-advanced mobile, fixed line and broadband networks in the country, providing
reliable, superior communications services to individual customers, small and medium-sized
businesses, and corporate and enterprise clients. Globe currently has over 31 million mobile
subscribers, over 1,492,000 broadband customers, and over 685,000 landline subscribers.
Globe is one of the largest and most profitable companies in the country, and has been
consistently recognized both locally and internationally for its corporate governance practices. It
is listed on the Philippine Stock Exchange under the ticker symbol GLO and had a market
capitalization of US$3.5 billion as of the end of March 2012.
The Company’s principal shareholders are Ayala Corporation and Singapore Telecom, both
industry leaders in their respective countries. Aside from providing financial support, this
partnership has created various synergies and has enabled the sharing of best practices in the
areas of purchasing, technical operations, and marketing, among others.
Globe is committed to being a responsible corporate citizen. Globe BridgeCom, the company’s
umbrella corporate social responsibility program, leads and supports various initiatives that (1)
promote education and raise the level of computer literacy in the country, (2) support
entrepreneurship and micro-enterprise development particularly in the countryside, and (3)
ensures sustainable development through protection of the environment and excellence in
operations. Since its inception in 2003, Globe BridgeCom has made a positive impact on the lives
of thousands of public elementary and high school students, teachers, community leaders, and
micro-entrepreneurs throughout the country. For its efforts, Globe BridgeCom has been
recognized and conferred several awards and citations by various Philippine and international
organizations.
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The Globe Group is composed of the following companies:
•

Globe Telecom, Inc. (Globe) provides mobile telecommunications services;

•

Innove Communications Inc. (Innove), a wholly-owned subsidiary, provides fixed
line telecommunications and broadband services, high-speed internet and private data
networks for enterprise clients, services for internal applications, internet protocolbased solutions and multimedia content delivery;

•

G-Xchange, Inc. (GXI), a wholly-owned subsidiary, provides mobile commerce
services under the GCash brand;

•

Entertainment Gateway Group Corp. and EGGstreme (Hong Kong) Limited (EHL)
(collectively referred here as EGG Group), is engaged in the development and
creation of wireless products and services accessible through telephones and other
forms of communication devices. It also provides internet and mobile value added
services, information technology and technical services including software
development and related services; and

•

GTI Business Holdings, Inc. (GTI), a wholly-owned subsidiary, is an investment
company with authority to provide VOIP services and its wholly owned subsidiaries:
GTI Corporation (GTIC US), a company organized under the General Corporation
Law of the State of Delaware for the purpose of engaging in any lawful act or
activity, and Globe Telecom HK Limited (GT HK), a limited company organized
under the Companies Ordinance of Hong Kong.

The Company is a grantee of various authorizations and licenses from the National
Telecommunications Commission (NTC) as follows: (1) license to offer and operate facsimile,
other traditional voice and data services and domestic line service using Very Small Aperture
Terminal (VSAT) technology; (2) license for inter-exchange services; and (3) Certificate of
Public Convenience and Necessity (CPCN) for: (a) international digital gateway facility (IGF) in
Metro Manila, (b) nationwide digital cellular mobile telephone system under the GSM standard
(CMTS-GSM), (c) nationwide local exchange carrier (LEC) services after being granted a
provisional authority in June 2005, and (d) international cable landing stations located in
Nasugbu, Batangas and Ballesteros, Cagayan.
Globe is organized along three key customer facing units (CFUs) tasked to focus on the
integrated mobile and fixed line needs of specific market segments. The Company has a
Consumer CFU with dedicated marketing and sales groups to address the needs of retail
customers, and a Business CFU (Globe Business) focused on the needs of big and small
businesses. Globe Business provides end-to-end mobile and fixed line solutions and is equipped
with its own technical and customer relationship teams to serve the requirements of its client
base. In early 2011, Globe organized an International Business Group to serve the voice and
roaming needs of overseas Filipinos, whether transient or permanent. It is tasked to grow the
Company’s international revenues by leveraging on Globe’s product portfolio and developing and
capitalizing on regional and global opportunities.
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Business Segments

Mobile Business
Globe provides digital mobile communication services nationwide using a fully digital network
based on the Global System for Mobile Communication (GSM) technology. It provides voice,
data and value-added services to its mobile subscribers through three major brands: Globe
Postpaid, Globe Prepaid and TM.
Globe Postpaid includes all postpaid plans such as regular G-Plans, consumable G-Flex Plans,
Load Allowance Plans, Load Tipid, Apple TM iPhone 3G plans and high-end Platinum Plans. In
2010, the Company further expanded its postpaid offerings to include MY SUPERPLAN and MY
FULLY LOADED PLAN which allow subscribers to personalize their plans, choose and combine
various unlimited call, text and web browsing service options. In addition to these personalized
plans, Globe has made available various add-on roaming and mobile browsing plans to cater to
the needs of its subscribers. In 2011, Globe consolidated its personalized and customizable plan
service with the launch of the All New My Super Plan where subscribers are given the flexibility
to create their own plans by either subscribing to an All-Unlimited Plan or an All-Consumable
Plan. Subscribers also get the chance to design their plans based on their usage by selecting the
freebies and add-on services that would come with their subscriptions. To further enhance their
experience, subscribers are allowed to change the freebies and add-on services monthly. Driven
by the popularity of social networking sites as well as increased smartphone penetration, Globe
introduced a fully-customizable unlimited data plan to its subscribers in mid-2011. The Unli Surf
Combo Plan provides uninterrupted mobile surfing for on-the-go subscribers without the need for
a WiFi connection. Data plan subscriptions also come with consumable amounts which
subscribers may use to make local and international calls and text messages. On top of this,
subscribers also get bonus calls and SMS which they can change monthly depending on their
needs.
Globe Prepaid and TM are the prepaid brands of Globe. Globe Prepaid is targeted towards the
mainstream market. TM, on the other hand, caters to the value-conscious segment of the market,
offering various affordable voice and data services to its subscribers.
In 2011, the Company launched its Today I Will campaign for Globe Prepaid. The campaign
aims to support the aspirations of the Filipino youth aided by the brand’s suite of products and
services. Its unique brand proposition revolves around its innovative product and service
offerings, superior customer service, and Globe’s “worldwidest” services and global network
reach.
In addition to digital wireless communications, Globe also offers mobile payments and remittance
services under the GCash brand. GCash is an internationally acclaimed micro payment service
that transforms a mobile phone into a virtual wallet, enabling secure, fast, and convenient money
transfers at the speed and cost of a text message. Since the launch of GCash, wholly-owned
subsidiary GXI has established a wide network of local and international partners that includes
government agencies, utility companies, cooperatives, insurance companies, remittance
companies, universities, and commercial establishments which all accept GCash as a means of
payment for products and services.
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Globe offers various top-up or reloading options and facilities for prepaid subscribers including
prepaid call and text cards, bank channels such as ATMs, credit cards, and through internet
banking. Subscribers can also top-up at over 801,000 AutoLoad Max retailers nationwide, all at
affordable denominations and increments. A consumer-to-consumer top-up facility, Share-ALoad, is also available to enable subscribers to share prepaid load credits via SMS. Globe’s
AutoLoad Max and Share-A-Load services are also available in selected OFW hubs all over the
world.
The Company has a loyalty and rewards program called My Rewards, My Globe for Globe
Prepaid subscribers and TM Astig Rewards for TM subscribers. Under the program, and based on
a defined scoring system, prepaid subscribers earn points based on tenure and reload. Subscribers
can use their points to redeem rewards including Globe and TM products, travel mileage, and gift
certificates from leading retail establishments. Globe Postpaid subscribers outside the lock-up
period can also earn points based on their monthly billed amounts and length of stay with Globe.
Rewards also include Globe products, as well as bill rebates, gadgets, gift certificates, and travel
mileage. Subscribers have the option to redeem rewards instantly, or accumulate points to avail
of higher-value rewards.
Redeemed points in the form of telecom services is netted out against revenues whereas points
redeemed in the form of non-telco services such as gift certificates and other products are
reflected as marketing expense. At the end of each period, Globe estimates and records the
amount of probable future liability for unredeemed points.

1. Mobile Voice
Globe’s voice services include local, national and international long distance call
services. It has one of the most extensive local calling options designed for multiple
calling profiles. In addition to its standard, pay-per-use rates, subscribers can choose
from bulk and unlimited voice offerings for all-day or off-peak use, and in several
denominations to suit different budgets.
Globe keeps Filipinos connected wherever they may be in the world, made possible by its
tie-up with over 600 roaming partners in more than 200 calling destinations worldwide.
Globe also offers roaming coverage on-board selected shipping lines and airlines, via
satellite. Through its Globe Kababayan program, Globe provides an extensive range of
international call and text services to allow OFWs (Overseas Filipino Workers) to stay
connected with their friends and families in the Philippines. This includes prepaid and
reloadable call cards and electronic PINs available in popular OFW destinations
worldwide.

2. Mobile Data and Value-Added Services
Globe’s data services include local and international SMS offerings, mobile browsing and
content downloads. Globe also offers various bucket and unlimited SMS packages to
cater to the different needs and lifestyles of its postpaid and prepaid subscribers.
Additionally, Globe subscribers can send and receive Multimedia Messaging Service
(MMS) pictures and video, or do local and international 3G video calling.
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Globe’s mobile browsing services allow subscribers to access the internet using their
internet-capable handsets, devices or laptops with USB modems. Data access can be
made using various technologies including HSPA+, 3G with HSDPA, EDGE and GPRS.
Browsing subscribers also have multiple charging options available with Globe’s Flexible
Mobile Internet Browsing rates which allow subscribers to choose between time or
usage-based rates. They can also choose between hourly, daily or monthly browsing
plans.
The Company offers a full range of downloadable content covering multiple topics
including news, information, and entertainment through its web portal. Subscribers can
purchase or download music, movie pictures and wallpapers, games, mobile advertising,
applications or watch clips of popular TV shows and documentaries as well as participate
in interactive TV, do mobile chat, and play games, among others.
Through Globe’s partnership with major banks and remittance companies, and using
Globe’s pioneering GCash platform, subscribers can perform mobile banking and mobile
commerce transactions. Globe subscribers can complete international and domestic
remittance transactions, pay fees, utility bills and income taxes, avail of micro-finance
transactions, donate to charitable institutions, and buy Globe prepaid load credits using its
GCash-activated SIM.

Fixed Line and Broadband Business
Globe offers a full range of fixed line communications services, wired and wireless broadband
access, and end-to-end connectivity solutions customized for consumers, SMEs (Small &
Medium Enterprises), large corporations and businesses.

1. Fixed Line Voice
Globe’s fixed line voice services include local, national and international long distance
calling services in postpaid and prepaid packages through its Globelines brand.
Subscribers get to enjoy toll-free rates for national long distance calls with other
Globelines subscribers nationwide. Additionally, postpaid fixed line voice consumers
enjoy free unlimited dial-up internet from their Globelines subscriptions. Low-MSF
(monthly service fee) fixed line voice services bundled with internet plans are available
nationwide and can be customized with value-added services including multi-calling, call
waiting and forwarding, special numbers and voice mail. For corporate and enterprise
customers, Globe offers voice solutions that include regular and premium conferencing,
enhanced voice mail, IP-PBX solutions and domestic or international toll free services.
2. Fixed Line Data
Fixed line data services include end-to-end data solutions customized according to the
needs of businesses. Globe’s product offerings include international and domestic leased
line services, wholesale and corporate internet access, data center services and other
connectivity solutions tailored to the needs of specific industries.
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Globe’s international data services provide its corporate and enterprise customers with
the most diverse international connectivity solutions. Globe’s extensive data network
allow customers to manage their own virtual private networks, subscribe to wholesale
internet access via managed international private leased lines, run various applications,
and access other networks with integrated voice services over high-speed, redundant and
reliable connections. In addition to bandwidth access from multiple international
submarine cable operators, Globe also has two international cable landing stations
situated in different locales to ensure redundancy and network resiliency.
The Company’s domestic data services include data center solutions such as business
continuity and data recovery services, 24x7 monitoring and management, dedicated
server hosting, maintenance for application-hosting, managed space and carrier-class
facilities for co-location requirements and dedicated hardware from leading partner
vendors for off-site deployment.
Other fixed line data services include premium-grade access solutions combining voice,
broadband and video offerings designed to address specific connectivity requirements.
These include Broadband Internet Zones (BIZ) for broadband-to-room internet access for
hotels, and Internet Exchange (GiX) services for bandwidth-on-demand access packages
based on average usage.

3. Broadband
Globe offers wired, fixed wireless, and fully mobile internet-on-the-go services across
various technologies and connectivity speeds for its residential and business customers.
Tattoo@Home consists of wired or DSL broadband packages bundled with voice, or
broadband data-only services which are available at download speeds ranging from 256
kbps up to 3 mbps. In selected areas where DSL is not yet available, Globe offers Tattoo
WiMAX, a fixed wireless broadband service using its WiMAX network. Meanwhile, for
consumers who require a fully mobile, internet-on-the-go broadband connection, Tattoo
On-the-Go allows subscribers to access the internet using HSPA+, 3G with HSDPA,
EDGE, GPRS or Wi-Fi at various hotspots nationwide using a plug-and-play USB
modem. This service is available in both postpaid and prepaid packages. In addition,
consumers in selected urban areas who require faster connections have the option to
subscribe to Tattoo Torque broadband plans using leading edge GPON (Gigabit Passive
Optical Network) technology with speeds of up to 100 mbps.
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KEY PERFORMANCE INDICATORS
Globe is committed to efficiently managing the Company’s resources and enhancing shareholder
value. The Company regularly reviews its performance against its operating and financial plans
and strategies, and use key performance indicators to monitor its progress.
Some of its key performance indicators are set out below. Except for Net Income, these key
performance indicators are not measurements in accordance with Philippine Financial Reporting
Standards (PFRS) and should not be considered as an alternative to net income or any other
measure of performance which are in accordance with PFRS.

AVERAGE REVENUE PER UNIT (ARPU)
ARPU measures the average monthly gross revenue generated for each subscriber. This is
computed by dividing recurring gross service revenues (gross of interconnect charges) for a
business segment for the period by the average number of the segment’s subscribers and then
dividing the quotient by the number of months in the period.
SUBSCRIBER ACQUISITION COST (SAC)
SAC is computed by totaling marketing costs (including commissions and handset/SIM
subsidies1 ) related to the acquisition programs for the segment for the period divided by the gross
incremental subscribers.
AVERAGE MONTHLY CHURN RATE
The average monthly churn rate is computed by dividing total disconnections (net of
reconnections) for the segment by the average number of the segment’s subscribers, and then
divided by the number of months in the period. This is a measure of the average number of
customers who leave/switch/change to another type of service or to another service provider and
is usually stated as a percentage.
EBITDA
EBITDA (Earnings before Interest, Taxes, Depreciation and Amortization) is calculated as
service revenues less subsidy1, operating expenses and other income and expenses2. This
measure provides useful information regarding a company’s ability to generate cash flows, incur
and service debt, finance capital expenditures and working capital changes. As the Company’s
method of calculating EBITDA may differ from other companies, it may not be comparable to
similarly titled measures presented by other companies.

1
2

Computed as non-service revenues less cost of sales, mostly on sale of handsets/SIM packs, accessories & gadgets
Operating expenses do not include any property and equipment-related gains and losses and financing costs
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EBITDA MARGIN
EBITDA margin is calculated as EBITDA divided by total service revenues. Total service
revenue is equal to total net operating revenue less non-service revenue. This is useful in
measuring the extent to which subsidies and operating expenses (excluding property and
equipment-related gains and losses and financing costs), use up revenue.
EBIT and EBIT MARGIN
EBIT is defined as earnings before interest, property and equipment-related gains and losses and
income taxes. This measure is calculated by deducting depreciation and amortization from
EBITDA. Globe Group’s method of calculating EBIT may differ from other companies, hence,
may not be comparable to similar measures presented by other companies. EBIT margin is
calculated as EBIT divided by total service revenues.
NET INCOME
As presented in the unaudited condensed consolidated financial statements for applicable periods,
net income provides an indication of how well the Company performed after all costs of the
business have been factored in.
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FINANCIAL AND OPERATIONAL RESULTS
GROUP FINANCIAL SUMMARY
Globe Group
Quarter on Quarter
Results of Operations (Php Mn)

Net Operating Revenues ……………….
Service Revenues 1...…………………..
Non-Service Revenues…………….......
Costs and Expenses …………………….
Cost of Sales……………………….......
Operating Expenses ……………….......
EBITDA………………………………….
EBITDA Margin………………………...
Depreciation…………………………......
Affected by network modernization…...
Others….................................................
EBIT……………………………………...
EBIT Margin…………………………….
Non-Operating Charges………………..
Net Income After Tax (NIAT)………….
Core Net Income.………………………..

1Q

4Q

2012

2011

21,456
20,246
1,210
12,785
2,356
10,429
8,671
43%
4,350
123
4,227
4,321
21%
(533)
2,701
2,740

20,915
20,091
824
12,837
1,559
11,278
8,078
40%
5,168
5,168
2,910
14%
(277)
1,838
1,853

Year on Year

QoQ
Change
(%)
3%
1%
47%
51%
-8%
7%
-16%
-18%
48%
92%
47%
48%

31 Mar

31 Mar

2012

2011

21,456
20,246
1,210
12,785
2,356
10,429
8,671
43%
4,350
123
4,227
4,321
21%
(533)
2,701
2,740

20,126
19,109
1,017
11,035
1,460
9,575
9,091
48%
4,347
4,347
4,744
25%
(463)
2,991
2,961

YoY
Change
(%)
7%
6%
19%
16%
61%
9%
-5%
-3%
-9%
15%
-10%
-7%

1

Service revenues have been restated to reflect the change in the presentation of outbound revenues to be at gross of interconnect
expenses (from net previously).

•

Starting this period, service revenues have been restated to reflect the change in the
presentation of outbound revenues to be at gross of interconnect expenses, from a net basis in
previous periods. Interconnect expenses, or pay-outs to local and international carriers for
inter-network voice and data traffic, are shown separately in the Costs & Expenses section in
the Company’s P&L statement.

•

First quarter consolidated service revenues rose to an all-time high of P20.2 billion, 6%
higher than last year’s level of P19.1 billion following the sustained strong performance of
the Company’s mobile, broadband and fixed line data segments. Mobile revenues increased
by 6% despite a very challenging market underscored by subscribers’ continued preference
for value offers, intense competition, and increased multi-SIM incidence. Broadband and
fixed line data revenues were also up 13% and 5%, respectively, driven by an expanded
subscriber base and the sustained demand for data services from the corporate sector.

•

Consolidated service revenues for the period also bested previous quarter’s record of about
P20.1 billion. Mobile revenues were up 1% against the fourth quarter driven by the
continued robust take-up for postpaid plans. Meanwhile, fixed line and broadband revenues
were up 2% against the prior quarter, with an acceleration in broadband subscriber net adds
this period following the aggressive marketing and sales campaigns of Tattoo Broadband.
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•

Operating expenses and subsidy increased by 16% in the first quarter from about P10.0
billion a year ago to P11.6 billion this period. This was driven largely by higher subsidy and
marketing expenses to acquire new and re-contract existing postpaid subscribers, support
various brand-building initiatives, as well as product and service launches in the mobile
business. Network-related costs such as electricity, fuel, rent, repairs and maintenance
likewise rose as a result of an expanded 2G, 3G and broadband networks. Operating
expenses also included various outsourced services costs for customer support, and
professional fees associated with the network modernization program.

•

Against last quarter, operating expenses and subsidy were down by 4% driven by reductions
in interconnect charges and lower network-related costs. Fourth quarter 2011 spend also
included network and IT transformation-related costs incurred as part of the bidding, vendor
selection, and contract finalization process.

•

Consolidated EBITDA was down 5% year-on-year from about P9.1 billion to P8.7 billion as
growth in operating expenses and subsidy outpaced the rise in service revenues. This brought
consolidated EBITDA margin to 43%, down from last year’s 48%. On a sequential basis,
however, the sustained top-line growth and the decline in operating expenses in the first
quarter resulted to a 7% growth in consolidated EBITDA. EBITDA margin thus increased
from 40% to 43% of service revenues.

•

This quarter’s depreciation expenses included P123 million in charges related to the
Company’s network modernization and IT transformation programs. As the Company had
disclosed in the past, the carrying value of the old, non-useable assets will impact Globe’s
profitability through an acceleration of depreciation over its remaining useful life and until
such time when the new, replacement assets are ready for service. Owing to their exceptional
nature, these accelerated depreciation charges will not be considered in the determination of
the Company’s core net income. Excluding these accelerated depreciation charges, first
quarter depreciation expenses were down by 3% and 18% against last year and last quarter,
respectively, as a result of certain assets being fully depreciated as of end 2011, and also
since last quarter’s total included P350 million in depreciation for a pilot, or proof of concept,
run of the network change-out in Davao City.

•

Non-operating charges were up 15% and 92% from last year and last quarter, respectively,
due mainly to higher interest payments resulting from higher peso-denominated loans and the
one-time pre-termination cost of P60 million for the P3.0 billion fixed rate bonds originally
due in 2014 but prepaid last February 2012. Last quarter’s non-operating charges also
included a one-time gain from an equipment exchange transaction with a supplier.

•

Consolidated net income after tax closed at P2.7 billion as of end-March, down 10% from last
year’s level of about P3.0 billion on continued investments in subscriber acquisitions and
network and IT infrastructure to enhance overall customer experience. Excluding foreign
exchange and mark-to-market gains and losses as well as non-recurring items, core net
income after tax of P2.7 billion is 7% below last year. Against previous quarter, net income
and core net income after tax were up by 47% and 48%, respectively, following the decline in
operating expenses and depreciation charges. Excluding all charges related to the Company’s
transformation programs, core net income would have declined a smaller 4% against last year
(compared to the reported 7%), while the quarter-on-quarter improvement would have been at
a still robust 28% (compared to the reported 48%).
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•

Total capital expenditures at the end of the first quarter reached P4.8 billion, driven by the
continued investments in the Company’s broadband and mobile networks, and were 12%
lower than last year’s spending of about P5.5 billion. The Company has earmarked about
US$750-800 million in capital expenditures for 2012. This includes US$530 million for
transformation initiatives and US$220-270 million for business-as-usual investments for the
Company’s fixed line data network, submarine cable facilities, IT infrastructure, as well other
selling and general capital expenditures. As of end-March, Globe has a total of 12,714 base
stations and 7,060 cell sites to support its 2G, 3G, 4G and WiMAX services.
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GROUP OPERATING REVENUES
Globe Group
Quarter on Quarter
Operating Revenues By Businesses
(Php Mn)

1Q

4Q

2012

2011

Mobile
Service Revenues 1.…………………
Non-Service Revenues………………

17,562
16,571
991

17,111
16,483
628

Fixed Line and Broadband
Service Revenues 1………………….
Non-Service Revenues……………....

3,894
3,675
219
21,456

Total Operating Revenues……….

Year on Year

QoQ

31 Mar

31 Mar

2012

2011

3%
1%
58%

17,562
16,571
991

16,435
15,627
808

7%
6%
23%

3,804
3,608
196

2%
2%
12%

3,894
3,675
219

3,691
3,482
209

5%
6%
5%

20,915

3%

21,456

20,126

7%

Change
(%)

YoY
Change
(%)

1

Service revenues have been restated to reflect the change in the presentation of outbound revenues to be at gross of interconnect
expenses (from net previously).

The Globe Group closed the first quarter with total operating revenues of about P21.5 billion, 7%
above last year. Against last quarter, operating revenues rose 3% from P20.9 billion to P21.5
billion.
Mobile revenues comprised 82% of consolidated service revenues in the first quarter and posted a
6% growth from P15.6 billion last year to about P16.6 billion this period. Demand for
customizable postpaid plans continued to surge, alongside improvements in prepaid revenues
following the aggressive marketing push and product offers to drive growth in that segment.
These game-changing personalized services enabled the Company to attract new and old
subscribers and differentiate itself from other service providers in an intensely competitive mobile
industry. Mobile revenues for the period was also up against last quarter, going against
seasonality trends, following the successful launch of Apple™ iPhone 4S in December, which
continues to generate more and better-quality subscriptions up to the present.
Fixed line and broadband revenues accounted for 18% of consolidated service revenues as of endMarch and were also up by 6% from P3.5 billion last year to P3.7 billion in 2012. Growth in
broadband was triggered by the sustained demand for the Company’s internet-on-the-go service
which enabled the Company to close the period with about 1.5 million broadband subscribers
from just about 1.2 million a year ago. Globe recently launched various denominations for Tattoo
Broadband Prepaid kits, and boosted the download speeds of other key broadband services.
These new product launches complemented the continued expansion and rollout of the
Company’s 4G network via HSPA+. Fixed line data revenues also remained strong driven by
sustained demand for data services from the corporate sectors, including those from the
outsourcing, trade, retail, and banking sectors. Against last quarter, fixed line and broadband
revenues were up 2% from P3.6 billion last quarter to P3.7 billion this period.
Mobile non-service revenues were up 23% and 58% against last year and last quarter,
respectively, due to handset sales resulting from the strong take-up of the new postpaid plans.
Fixed line and broadband non-service revenues were likewise up by 5% and12% from last year
and previous quarter, respectively, due to strong sales of Tattoo Broadband On-The-Go dongles.
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MOBILE BUSINESS
Quarter on Quarter
Mobile Service Revenues (Php Mn)

1Q
2012

4Q
2011

Year on Year

QoQ

31 Mar

Change
(%)

2012

31 Mar
2011

YoY
Change
(%)

Service *
Data 1..…………………………………...

8,192

8,139

1%

8,192

7,697

6%

Voice 2 ….……………………………….

8,379

8,344

-

8,379

7,930

6%

Mobile Service Revenues………................

16,571

16,483

1%

16,571

15,627

6%

* Service revenues have been restated to reflect the change in the presentation of outbound revenues to be at gross of interconnect
expenses (from net previously).
1

Mobile data service revenues consist of prorated monthly service fees on free text allocation of postpaid plans,
revenues from value-added services such as inbound and outbound SMS and MMS, content downloading, mobile
data browsing and infotext, international VAS and related services, subscription fees on unlimited and bucket
prepaid SMS and add-on VAS services, net of any payouts to content providers.

2

Mobile voice service revenues include the following:
a)
b)
c)

d)

Prorated monthly service fees on consumable minutes of postpaid plans;
Subscription fees on unlimited and bucket voice promotions including the expiration of the unused value of
denomination loaded;
Charges for intra-network and outbound calls in excess of the consumable minutes for various Globe Postpaid
plans, including currency exchange rate adjustments (CERA) net of loyalty discounts credited to subscriber
billings; and
Airtime fees for intra network and outbound calls recognized upon the earlier of actual usage of the airtime
value or expiration of the unused value of the prepaid load credit denomination (for Globe Prepaid and TM
SIMs) which occurs between 3 and 120 days after activation depending on the prepaid value reloaded by the
subscriber, net of (i) bonus credits and (ii) prepaid load credit discounts; and revenues generated from inbound
international and national long distance calls and international roaming calls.

Revenues from (a) to (d) are reduced by any payouts to content providers.

Mobile Data
Mobile data revenues increased by 6% year-on-year from about P7.7 billion to P8.2 billion with
growth in unlimited SMS, mobile browsing, and other value-added services more than
compensating for the decline in regular, pay-per-use SMS, and inbound SMS revenues. Against
last quarter, mobile data revenues grew 1% as the increase in mobile browsing and bulk text
services offset the decline in regular outbound, and inbound SMS revenues. Mobile data
revenues accounted for 49% of total mobile service revenues.
Local inbound SMS traffic, or those originating from other networks but terminating in Globe’s
network, grew against last year and last quarter. However, inbound SMS revenues declined
because of the NTC-mandated reduction in access charges from P0.35 to P0.15 per SMS,
implemented in the last quarter of 2011. Note, however, that the reduction in interconnect opex
(for traffic originating in Globe’s network but terminating in other networks) is greater than the
reduction in inbound SMS revenues.
Globe offers a wide range of innovative and affordable data services to its customer base. For its
on-net services, Globe Postpaid and Globe Prepaid subscribers may avail of an all-day unlimited
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text service with UnliTxt, while TM subscribers may also get the same service with AstigTxt10.
Alternatively, Globe Postpaid and Globe Prepaid subscribers may subscribe to SuperTxt to get 30
days of unlimited SMS for P349. For subscribers with moderate usage levels, on the other hand,
the Company offers its bucket service, SuliTxt, for 100 text messages for Globe Postpaid and
Globe Prepaid subscribers for only P15 for a one day subscription. The Company also offers
SuliTxt5 for 25 text messages for TM subscribers for just P5 a day.
Globe also provides all-network text services such as Globe Prepaid’s SuperAllTxt20 for 250
SMS plus 10 minutes of calls within the Globe and TM networks for only P20 for a single day
subscription. Globe Postpaid subscribers, on the other hand, have the option to get unlimited allnetwork SMS with My SuperTxt All for 30 days for P599. TM subscribers also get unlimited allnetwork SMS with UnliTxtAll20 for only P20 for one day. Alternatively, TM subscribers may
avail of AstigTxtAll to get 150 text messages to all networks for just P15 for one day.
The Company also offers the best possible mix of voice and data services with its wide array of
combo packages such as Globe Prepaid’s SuperUnliAllTxt which provides unlimited all-network
SMS and 1 hour of mobile browsing for one day for only P20, and SuperCombo20 for unlimited
on-net text service plus 50 minutes’ worth of calls to other Globe and TM numbers. Globe
Postpaid subscribers, on the other hand, may make unlimited calls and send an unlimited number
of SMS to a frequently called Globe or TM number for just P175 for a 30-day subscription. TM
subscribers, meanwhile, get bulk or unlimited text service to all networks plus bucket on-net
voice calls with AstigCombo which comes in three variants: AstigCombo10 which allows 50 allnetwork SMS and 10 consumable minutes of on-net calls, AstigCombo15 which provides
unlimited text and 30 on-net call minutes, and AstigCombo20 which offers 24 hours of unlimited
SMS and 100 minutes of on-net local calls.
For its mobile browsing service, Globe similarly offers various plans which include unlimited and
consumable volume-based and time-based data services. For unlimited chatting, downloading,
emailing and surfing, Globe Postpaid and Globe Prepaid subscribers may avail of SuperSurf for
as low as P50 for 1 day. For postpaid and prepaid subscribers who are using BlackBerry®
devices, Globe provides all-in unlimited BlackBerry® services with SuperSurf for BlackBerry®
Max for as low as P50 for a single day subscription. Alternatively, for those who only seek
unlimited use of email applications, Globe offers BlackBerry® Messaging for P299 for a 30-day
subscription, while for those who want unlimited access to social networking sites, Globe
provides BlackBerry® Social also for P299 for 30 days. All BlackBerry® data plans are
available for both postpaid and prepaid subscribers. On the other hand, Globe Postpaid
subscribers may subscribe to consumable add-on data plans with Postpaid PowerSurf which
provides 50MB of data usage for as low as P99 for 30 days. Globe Prepaid and TM subscribers
can also sign up for consumable time-based mobile browsing services for as low as P15 for 1
hour of use.

Mobile Voice
Mobile voice revenues, which accounted for 51% of total mobile service revenues, were up 6%
against last year. Growth in bucket and unlimited voice outstripped the decline in regular
outbound voice, and roaming services. On a sequential basis, a similar trend was sustained with
domestic promo voice services compensating for the decline in regular voice revenues.
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Globe remains the only operator in the country offering per second voice charging with Globe’s
Super Sakto Calls and TM’s Sulit Segundo which allow subscribers to make a local call for only
P0.15 per second. The Company also offers affordable on-net bulk voice calls for value-seeking
subscribers with Globe’s Tawag 236 for 20-minute consumable calls for only P20 and TM’s Todo
Tawag 15/15 for 15-minute calls for just P15. TM subscribers may also subscribe to TM
SuliTawag5 to take a shorter 3-minute call for only P5, or avail of TM Dagdag Call, which gives
additional 3 minutes of calls for only P5 as long as the subscriber is registered to any of TM’s text
promotions.
The Company offers an all-network voice service to its TM subscribers with AstigTawag20 which
provides 15 consumable minutes of calls for only P20. Globe also continues to offer the marketchanging 2-in-1 mobile and landline service SuperDuo for its postpaid and prepaid subscribers.
For its combo voice and text services, Globe offers SuperUnli which provides unlimited on-net
calls and texts for as low as P25 for a one day subscription. TM, on the other hand, offers
unlimited on-net calls from 10 PM to 5 PM the following day and unlimited SMS within the TM
and Globe networks for 24 hours with UnliCombo which comes in two variants: UnliCombo20
for P20 for 1 day and UnliCombo100 for P100 for a 7-day subscription.
Meanwhile, for Filipinos who wish to stay connected with their loved ones abroad, Globe
continues to offer its pioneering per-second charging for international voice calls, IDD Sakto
Calls, and its P5 per minute overseas call, Super Sulit Tipid IDD, to select Bridge Mobile
Alliance operators. Globe also provides a bucket IDD service to popular and selected overseas
destinations with IDD Tingi, while continuing to offer its TipIDD card at various Globe
distribution channels.
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The key drivers for the mobile business are as follows:
Quarter on Quarter
4Q
QoQ
Change
2012
2011
1Q

(%)

31 Mar

Year on Year
31 Mar

2012

2011

YoY
Change
(%)

Cumulative Subscribers (or SIMs) – Net
Globe Postpaid 1……………………………….

31,024,835
1,540,281

30,040,400
1,454,706

3%
6%

31,024,835
1,540,281

27,319,553
1,146,738

14%
34%

Prepaid.…………………………………….
Globe Prepaid……………………………..
TM.………………………………………….

29,484,554
15,846,581
13,637,973

28,585,694
15,462,432
13,123,262

3%
2%
4%

29,484,554
15,846,581
13,637,973

26,172,815
14,211,548
11,961,267

13%
12%
14%

Net Subscriber (or SIM) Additions
Globe Postpaid..…………………………...…..

984,435
85,575

922,313
86,289

7%
-1%

984,435
85,575

848,694
80,601

16%
6%

Prepaid.…………………………………….
Globe Prepaid……………………………..
TM.………………………………………….

898,860
384,149
514,711

836,024
407,410
428,614

8%
-6%
20%

898,860
384,149
514,711

768,093
376,832
391,261

17%
2%
32%

ARPU 2
Globe Postpaid………………………………...

1,162

1,152

1%

1,162

1,358

-14%

Prepaid
Globe Prepaid………………………….....
TM…………………………………………..

156
98

166
103

-6%
-5%

156
98

179
102

-13%
-4%

Subscriber Acquisition Cost (SAC)
Globe Postpaid………………………………...

10,044

5,952

69%

10,044

4,262

136%

Prepaid
Globe Prepaid……………………………..
TM.………………………………………….

(19)
11

95
24

-120%
-54%

(19)
11

22
24

-186%
-54%

Average Monthly Churn Rate (%)
Globe Postpaid....……………………………...

1.7%

1.7%

1.7%

1.4%

Prepaid
Globe Prepaid……………………………..
TM.……………………………………….....

5.4%
6.2%

5.6%
6.6%

5.4%
6.2%

5.5%
6.5%

Average Revenue Per Subscriber (ARPU)

1

As of 1Q 2012, Globe had a total of 1.84 million wireless postpaid subscribers which includes 1.54 million mobile telephony and
0.30 million wireless broadband customers. This is higher compared to the 1.75 million wireless postpaid subscribers as of 4Q 2011.
Mobile telephony revenues are reflected under “Mobile Service Revenues” while wireless broadband revenues are included under
“Broadband.”
2
ARPU is computed by dividing recurring gross service revenues (gross of interconnect expenses) segment by the average number of
the segment’s subscribers and then dividing the quotient by the number of months in the period.

The Company’s total mobile subscriber base stood at over 31.0 million as of end-March 2012,
14% and 3% above last year and last quarter, respectively.
Subscriber acquisitions increased by 10% from last year’s 5.5 million to about 6.1 million
subscribers this period following aggressive campaigns from all brands. With churn rate
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improving from about 5.8% last year to 5.6% this period, net subscriber additions rose 16% from
about 849,000 a year ago to over 984,000 as of end-March. On a sequential basis, gross additions
were relatively flat at about 6.1 million. Blended churn rate also declined quarter-on-quarter from
5.9% to 5.6%, and brought net incremental subscribers of over 984,000 this period to 7% above
previous quarter’s 922,313.
The succeeding sections cover the key brands of the mobile business – Globe Postpaid, Globe
Prepaid and TM.
Globe Postpaid
Globe Postpaid comprises 5% of the total mobile subscriber base. Gross acquisitions remained
strong with over 152,000 in the first quarter, 26% higher than year ago level, and steady against
the previous quarter. Postpaid churn rate stood at about 1.7% this period, slightly higher than last
year’s 1.4% but at par with last quarter’s level. Net incremental subscribers increased to over
85,000 in the first quarter, 6% higher than last year’s 81,000 subscribers. This quarter’s level,
however, was slightly lower than last quarter’s net additions of over 86,000 given the various
promo offers during the holiday season. As a result, total postpaid subscribers stood at 1,540,281
by the end of March, 34% above last year’s 1,146,738 and 6% higher than last quarter’s
1,454,706.
Globe Postpaid remains upbeat in attracting new and old subscribers alike with its innovative
customizable services across all subscription plans comprising of My Super Plan, Family Combo
Plan, Unli Surf Plan, Load Tipid Plan, and Platinum Plan. In the first quarter, Globe introduced
another data plan for its BlackBerry® service, BlackBerry® Chat, which provides unlimited
BlackBerry® Messenger use and 200 on-net SMS for P99 for 30 days.
Postpaid blended ARPU of P1,162 was lower than last year’s P1,358 but was higher compared to
last quarter.
Postpaid subscriber acquisition costs (SAC) substantially increased from previous year’s P4,262
to P10,044 this period due to handset subsidies following the strong uptake in postpaid plans with
bundled devices, particularly the Apple™ iPhone 4S. Costs, however, remained recoverable
within the 24-month contract period for postpaid subscribers.
Prepaid
Globe’s prepaid segment, which includes the Globe Prepaid and TM brands, accounts for 95% of
its total mobile subscriber base. As of end-March 2012, cumulative prepaid subscribers stood at
about 29.5 million, 13% above last year’s 26.2 million and 3% higher than previous quarter’s
28.6 million.
A prepaid subscriber is recognized upon the activation and use of a new SIM card. The subscriber
is provided with 60 days (first expiry) to utilize the preloaded SMS value. If the subscriber does
not reload prepaid credits within the first expiry period, the subscriber retains the use of the
mobile number but is only entitled to receive incoming voice calls and text messages for another
120 days (second expiry). The second expiry is 120 days from the date of the first expiry.
However, if the subscriber does not reload prepaid credits within the second expiry period, the
account is permanently disconnected and considered part of churn. The first expiry periods of
reloads vary depending on the denominations, ranging from 1 day for P10 to 60 days for P300 to
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P500 reloads. The first expiry is reset based on the longest expiry period among current and
previous reloads. Under this policy, subscribers are included in the subscriber count until
churned.
In 2009, the National Telecommunications Commission (NTC) published Memorandum Circular
03-07-2009 which promulgates the extension of the validity periods of prepaid reloads effective
July 19, 2009. Under the new pronouncement, the first expiry periods now range from 3 days for
P10 or below to 120 days for reloads amounting to P300 and above. The second expiry remains
at 120 days from the date of the new first expiry periods.
The succeeding sections discuss the performance of the Globe Prepaid and TM brands in more
detail.
Globe Prepaid
Globe Prepaid accounts for 51% of total mobile subscriber base. First quarter gross additions
stood at about 2.9 million, 8% above last year’s 2.7 million, following the aggressive acquisition
and brand-building program aimed at re-establishing the brand’s identity and connect with its
target audience. Net incremental subscribers in the first quarter reached over 384,000, 2% above
last year’s about 377,000 subscribers. Against last quarter, however, gross acquisitions and net
incremental subscribers slowed down by 2% and 6%, respectively, following the seasonal lift
from the holidays. As of-March, cumulative Globe Prepaid subscribers stood at 15.8 million,
12% better than last year’s 14.2 million subscribers.
In the first quarter, the Company introduced a new and easy way to connect to promos and other
Globe services. Subscribers now simply have to dial *143# to get a list of Globe’s latest
offerings, and choose which service they wish to avail of. To maximize the benefits of this new
self-service menu, Globe launched its Choose Your Promo offerings which introduced 4 new
products from Globe Prepaid led by All Unli Trio which allows unlimited on-net calls and texts
plus unlimited mobile browsing to subscribers. The All Unli Trio offer comes in 4 variants: P60
for 1 day, P150 for 3 days, P350 for 7 days and P1400 for 30 days. The Company also launched
All Net Combo which provides unlimited all-network SMS and 10 minutes of all-network calls,
50 minutes of on-net calls, and additional 5 MB of consumable mobile browsing. Subscription to
All Net Combo is valid for 1, 3, 7 and 30 days for P30, P80, P150, and P600, respectively.
During the period, Globe also re-launched its Immortal offers: Immortal Trio and Immortal Txt.
Immortal Trio provides 50 on-net SMS plus 5 texts to all networks and 5 minutes of on-net calls
for only P25, while Immortal Txt allows 25 on-net SMS and 5 texts to all networks for only P15.
Similar to the Immortal services before, the SMS and voice allocations from the promos do not
expire for as long as the subscriber maintains a P5 load balance. Capping off the Choose Your
Promo suite is Unli Tingi, which provides unlimited all-network texts, unlimited on-net calls, and
unlimited mobile browsing valid for 1 hour for only P5. Registration to Unli Tingi is only
available from 7 AM to 9 AM.
For its mobile data users, Globe further expanded its offerings with the launch of BlackBerry®
Chat which provides unlimited BlackBerry® Messenger and free 100 SMS to Globe and TM
subscribers. This latest offering for BlackBerry® users is valid only for 1 day for just P15. On
the other hand, subscribers who wish to get all-day unlimited access to their Facebook accounts
may already do so by subscribing to SuperFB10 for only P10.
With increased multi-SIM usage and declining yields driven by the popularity of unlimited and
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bucket offers, Globe Prepaid ARPU declined by 13% from last year. Subscriber acquisition
costs, on the other hand, were substantially lower this period due to higher sales of high end
phonekits to prepaid subscribers.
TM
TM accounts for the remaining 44% of the total mobile subscriber base with over 13.6 million
subscribers as of the end of the first quarter. This number represents a 14% and 4% growth
against last year and last quarter levels, respectively. Gross additions this period reached almost
3.0 million subscribers, 12 % higher than year ago level of about 2.7 million and at par with last
quarter. Net incremental subscribers were also strong at over 514,000, which comprised 52% of
total mobile net additions in the first quarter.
TM started off the year with a refreshed campaign, “Mas Buo Ang Araw Ko,” which highlights
the key service features of the brand such as the rewards that a subscriber gets for every reloading made, the various unlimited on-net and all-network offers, the low-denominated service
offers, and recently, the launch of mobile browsing for TM. Further, and in line with the
customizable offers across all brands and products of the Company, TM now lets its subscribers
choose the free call and text promos that come with every purchase of a TM SIM. The freebies
come in 5 variants: Bonus A provides 20 minutes of on-net calls valid for 2 days, Bonus B allows
unlimited on-net calls from 11 PM to 6 AM the following day and unlimited on-net SMS valid
for 1 day, Bonus C provides unlimited on-net texts for 2 days, Bonus D allows 150 all-network
texts for 2 days, and Bonus E which gives subscribers 3 hours of mobile internet for 1 day.
TM ARPU declined from last year by 4% with the continued shift from regular pay-as-you-use
service to unlimited and value offers. TM SAC, on the other hand, declined by 54% year-on-year
due to lower ad and promo charges. TM SAC remained recoverable within a month’s net ARPU.
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GCash
GCash continues to establish its presence in the mobile commerce industry. GCash’s initial thrust
towards money-transfers, purchase of goods and services from retail outlets, and sending and
receiving domestic and international remittances has spurred alliances in the field of mobile
commerce.
Today, GCash allows Globe and TM subscribers to pay or transact for the following using their
mobile phone:
•
•
•
•
•
•
•
•
•
•
•

domestic and international remittances
utility bills
interest and amortization of loans
insurance premiums
donations to various institutions and organizations
sales commissions and payroll disbursements
school tuition fees
micro tax payments and business registration
electronic loads and pins
online purchases
airline tickets

In addition to the above transactions, GCash is also used as a wholesale payment facility. In
2011, Globe increased the number of establishments that offer GCash as an alternative and
efficient payment mode. Quick Delivery tapped GCash to be its newest payment mode to make it
easier, safer and more convenient to order food from Metro Manila’s top restaurants, specialty
stores, and even wine merchants. The largest local chain of movie theaters, SM Cinema, was able
to launch the first mobile ticketing service in the country through GCash, allowing moviegoers to
purchase tickets online, pay via GCash, and redeem movie tickets at the cinemas using their
mobile phones.
In October 2010, Globe launched the GCash Card, the country’s first customizable ATM card
linked to a mobile wallet. This gives subscribers 24/7 access to GCash and allows them to
withdraw funds via any of the 9,000 Bancnet, Megalink, ExpressNet or Encash Automated Teller
Machines (ATMs) nationwide. In addition, the GCash Card is the only customizable ATM Card
in the country where subscribers can make their own personalized ATM card design or choose
from a variety of design templates.
Globe has also launched GCash Remit Service to provide mobile subscribers a quick, affordable
and convenient way to send and receive domestic and international remittances. With the
approval of the Bangko Sentral ng Pilipinas (BSP) to use its sub-distributors as cash-in and cashout outlets, GCash now has the largest remittance network in the country with more than 9,000
active GCash outlets nationwide.
In 2011, GCash further strengthened its presence in the mobile money transfer business by
establishing partnerships with various institutions. Globe partnered with Ericsson to integrate
GCash into the new Ericsson Money Services making GCash one of the first partners for this
innovative end-to-end mobile money solution. The Company also inked a partnership with USbased IDT Corporation which will enable GXI to strengthen its GCash Remit’s international

SEC Form 17Q – 1Q 2012

25

remittance service by facilitating connectivity between traditional money transfer operators and
GCash utilizing IDT’s economical corridor routing, transaction settlement and foreign currency
exchange services. Globe, through GXI, also partnered with Japan’s SOFTBANK Corp. through
its subsidiary SBPS for an affordable, convenient, and secure remittance service that will allow
Filipinos living and working in Japan to remit money to the Philippines via the GCash platform.
The Company likewise set up a partnership with Xpress Money, a leading global instant money
transfer brand, to further extend the latter’s strong payout network in the Philippines. With this
tie-up, beneficiaries of Xpress Money Cash Pick Up remittances can now claim their money from
the network of GCash Remit outlets nationwide.
For electronic banking services, meanwhile, GCash secured a partnership with Philippine Savings
Bank (PSBank), the thrift banking arm of the Metrobank Group, to enhance its electronic banking
channels. Through GCash, PSBank accountholders can do various financial transactions such as
payments, account inquiries and reloading from their PSBank account to their enrolled GCash
wallet and vice-versa. In the same manner, Globe partnered with UnionBank of the Philippines
(UnionBank) for its eMoney Xchange service that will allow customers to link their UnionBank
accounts to their GCash mobile wallets enabling UnionBank clients with EON, E-Wallet,
ePayCard and UnionBank regular savings and checking accounts to transfer funds to and from
their GCash wallets through their UnionBank account via SMS.
To reach out to a wider audience and complement the increased smartphone penetration, Globe
launched a GCash mobile application for BlackBerry® devices in 2011. The mobile application
can be downloaded for free via the BlackBerry® App World.
The efficiency of GCash’s mobile cash transfer system was recognized by various government
agencies and socially-oriented organizations such as DSWD (Department of Social Welfare and
Development), Simbahang Lingkod ng Bayan (SLB), and World Food Programme (WFP). In
2011, GCash Remit was tapped by DSWD and Land Bank of the Philippines for the distribution
of the government’s Conditional Cash Transfers (CCT). A total of about P4.5 billion worth of
CCT were distributed to beneficiary families in over 9,000 barangays nationwide via its domestic
cash pick-up service. The GCash platform was also utilized by SLB, a church-based, Jesuit-led
organization, as a donation channel for its relief operations for typhoon victims. The WFP
meanwhile named GCash as a benchmark for their operations worldwide. WFP is the world’s
largest humanitarian agency fighting hunger worldwide. WFP is currently involved in the
disaster relief operations for typhoon Sendong victims in Mindanao. To improve its efficiency in
delivering assistance, WFP has tapped Globe through its GCash mobile technology platform for
the fast, secure and low-cost delivery of financial assistance to families who were severely
affected by calamities. The partnership flourished with Globe providing the necessary platform to
facilitate the Cash-for-Work program and other relief and recovery operations by the WFP.
Through GCash, WFP discovered a new and efficient way of providing financial assistance to
help families restore and rebuild their lives.
On October 9, 2009, the Company announced that the BSP has approved the sale and transfer by
Bank of the Philippine Islands (BPI) of its shares of stock in Pilipinas Savings Bank, Inc. (PSBI)
that will result in the ownership of PSBI as follows: 40 % each for BPI and Globe Telecom and
20 % for Ayala Corporation (AC). On October 23, 2009 the official name of PSBI was changed
to BPI Globe BanKo, Inc. after getting the approval of both the BSP and the Securities and
Exchange Commission (SEC). BPI Globe BanKo, Inc. is the country’s first mobile microfinance
bank.
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BPI Globe BanKo, Inc. opened its first branch last February 2010, and added 5 provincial
branches located in Dipolog, Dumaguete, Lucena, Naga and Tacloban. While the bank’s initial
focus is on wholesale lending to other microfinance institutions, it is now expanding into retail
banking products and services to include micro-savings, micro-lending, and insurance.
In 2011, BPI Globe BanKO, Inc. launched an innovative product that does not only generate
healthy financial returns, but also gives depositors an opportunity to help those in the low-income
segment by helping create a solid base for their savings and investments. Called the BanKO
Social Initiative (BSI) Deposit, the product is a passbook-based, regular savings account which
pays 4.5% interest per annum on a quarterly basis. The minimum deposit requirement is
P100,000 with a hold-out period of at least 6 months. The BSI Deposit account, which does not
charge depositors with documentary stamp taxes, is also insured with the PDIC for amounts up to
P500,000 per depositor.
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FIXED LINE AND BROADBAND BUSINESS
Quarter on Quarter
Service Revenues
(Php Mn)

1Q
2012

Year on Year

4Q

QoQ

2011

Change
(%)

31 Mar
2012

31 Mar

YoY

2011

Change
(%)

Service
Broadband 1………………………...
Fixed line Data 2..…………………..

2,017
997

1,940
965

4%
3%

2,017
997

1,788
949

13%
5%

Fixed line Voice 3 ….……………....
Fixed line & Broadband Service
Revenues……...……………………….

661

703

-6%

661

745

-11%

3,675

3,608

2%

3,675

3,482

6%

1

Broadband service revenues consist of the following:
a)
b)
c)
d)

2

Fixed line data service revenues consist of the following:
a)
b)
c)
d)

3

Monthly service fees of wired, fixed wireless, and fully mobile broadband data only and bundled voice and data
subscriptions;
Browsing revenues from all postpaid and prepaid wired, fixed mobile and fully mobile broadband packages in excess of
allocated free browsing minutes and expiration of unused value of prepaid load credits;
Value-added services such as games; and
Installation charges and other one-time fees associated with the service.

Monthly service fees from international and domestic leased lines;
Other wholesale transport services;
Revenues from value-added services; and
One-time connection charges associated with the establishment of service.

Fixed line voice service revenues consist of the following:
a)
b)

c)
d)
e)
f)

Monthly service fees including CERA of voice-only subscriptions;
Revenues from local, international and national long distance calls made by postpaid, prepaid fixed line voice subscribers,
and payphone customers, as well as broadband customers who have subscribed to data packages bundled with a voice
service. Revenues are net of prepaid and payphone call card discounts;
Revenues from inbound local, international and national long distance calls from other carriers terminating on Globe’s
network;
Revenues from additional landline features such as caller ID, call waiting, call forwarding, multi-calling, voice mail,
duplex and hotline numbers and other value-added features;
Installation charges and other one-time fees associated with the establishment of the service; and
Revenues from DUO and SUPERDUO (Fixed line portion) service consisting of monthly service fees for postpaid and
subscription fees for prepaid.
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Broadband
Quarter on Quarter
4Q

QoQ

2012

2011

Change
(%)

1,190,378
301,730
1,492,108

1,121,703
289,463
1,411,166

1Q

Cumulative Broadband Subscribers
Wireless 1 ………………………………
Wired…………………………………..
Total (end of period)……………………..
1

Year on Year

6%
4%
6%

31 Mar

31 Mar

YoY

2012

2011

Change
(%)

1,190,378
301,730
1,492,108

915,148
265,251
1,180,399

30%
14%
26%

Includes fixed wireless and fully mobile broadband subscribers.

The increasing popularity of Tattoo DSL and Tattoo Broadband Sticks continues to fuel the
improvement of Globe’s broadband business bringing revenues for the first quarter of 2012 to
P2.0 billion, up 13% compared to the same period last year. Growth was broad-based with both
Tattoo At-Home and Tattoo On-the-Go attracting more subscribers. In total, the business ended
the quarter with 1,492,108 customers.
Committed to living up to its motto of Living Without Limits, Globe Tattoo Broadband
introduced LiveTattoo.ph, a lifestyle website that allows Globe broadband subscribers to fuel their
passion whether it is music, gaming, travel or fashion via exclusive offers from over 50 partner
websites and establishments.
Accompanying the launch of the LiveTattoo.ph, Globe debuted the Tattoo Prepaid Lifestyle
Sticks. Priced at P1,295, Globe’s newest line of broadband sticks offer speeds of up to 7.2Mbps
powered by Tattoo’s 4G network. Each variant in the product suite is especially designed with
the subscriber’s passions in mind. The Tattoo Explorer is armed with free access to food and
travel sites for a year, free online magazine subscriptions and airline ticket discounts. The Tattoo
Player comes with free one year access to movie and gaming sites, free music downloads, credits
to games, and discounts to movie tickets. Lastly, the Tattoo Stylista gives its owner unlimited
access to lifestyle sites and discounts in online shopping sites and fashion and beauty
establishments.
Fixed line Data

Service Revenues (Php Mn)

1Q

Quarter on Quarter
4Q
QoQ

2012
Fixed line Data
International …..………………………...
Domestic….… ………………….............
Others 1..…………………………………
Total Fixed line Data Service Revenues…..
1

226
477
294
997

2011
230
453
282
965

Change
(%)

-2%
5%
4%
3%

31 Mar
2012
226
477
294
997

Year on Year
31 Mar
2011

YoY
Change
(%)

257
422
270
949

-12%
13%
9%
5%

Includes revenues from value-added services such as internet, access, data centers and bundled services.

The fixed line data segment continued to deliver steady growth with first quarter revenues of
P997 million, 5% better than the same period last year and 3% better than last quarter. Domestic
data services drove the growth, offsetting the declines in international services. Growth is fueled
by the Company’s sustained expansion of its network of high-speed data nodes, transmission
links, and international bandwidth capacity to serve the requirements of business and enterprise
clients, including those in the financial services, retail, offshoring and outsourcing industries.
Globe Business also continues to introduce innovative solutions, such as cloud computing and
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M2M (machine to machine) services, to help businesses improve their productivity, reduce
operating costs, and improve IT security.
Fixed line Voice
Quarter on Quarter
1Q
2012
Cumulative Voice Subscribers Net (End of period)1…………............................
Average Revenue Per Subscriber (ARPU).......
ARPU 2………………………………………
Average Monthly Churn Rate ..……………....

Year on Year

4Q

QoQ

2011

Change
(%)

31 Mar

31 Mar

YoY

2012

2011

Change
(%)

685,510

671,730

2%

685,510

631,200

9%

334
2.70%

369
2.83%

-9%

334
2.70%

417
2.92%

-20%

1

Includes DUO and SuperDUO subscribers
ARPU is computed by dividing recurring gross service revenues (gross of interconnect expenses) segment by the average number of
the segment’s subscribers and then dividing the quotient by the number of months in the period.

2

Total fixed line voice revenues decreased by 11% to P661 million from P745 million last year
mainly due to the continued soft demand for voice-only, fixed line products. This decline was
partially offset by the continued strong performance of Globe’s DUO and SUPERDUO service,
which led to the growth in cumulative fixed line voice subscribers of 9% year-on-year to over
685,000. On a sequential basis, cumulative voice subscribers increased by 2% due to the growth
in postpaid subscriptions to DUO and SUPERDUO service as well as the increase in postpaid
customers for traditional fixed line voice.
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OTHER GLOBE GROUP REVENUES
International Long Distance (ILD) Services
Globe Group
Quarter on Quarter
1Q
2012
1

Total ILD Revenues (Php Mn) ……………………...
Average collection rates for the period (Php to US$1)
Total ILD Minutes (in million minutes) 2……………
Inbound…………………………………………………
Outbound.………………………………………………
ILD Inbound / Outbound Ratio (x) …………………….

Year on Year

4Q

QoQ

2011

Change
(%)

31 Mar
2012

31 Mar

YoY

2011

Change
(%)

3,343

3,327

-

3,343

3,433

-3%

43.046

43.457

-1%

43.046

43.943

-2%

663
564
99

633
553
80

5%
2%
24%

663
564
99

592
498
94

12%
13%
5%

5.7

6.9

5.7

5.3

1

Service revenues have been restated to reflect the change in the presentation of outbound revenues to be at gross of interconnect expenses
(from net previously).
2
ILD minutes originating from and terminating to Globe and Innove networks.

Both Globe and Innove offer ILD voice services which cover international call services between
the Philippines to more than 200 destinations with over 600 roaming partners. This service
generates revenues from both inbound and outbound international call traffic, with pricing based
on agreed international termination rates for inbound traffic revenues and NTC-approved ILD
rates for outbound traffic revenues.
On a consolidated basis, ILD voice revenues from the mobile and fixed line businesses declined
by 3% to P3,343 million, partly due to the 2% appreciation of the Philippine peso against the US
dollar and the decline in termination rates. Total ILD traffic was up by 12% year-on-year with
both inbound and outbound traffic growing by 13% and 5%, respectively.
The Company continues to offer innovative international services to connect Filipinos all over the
world. For its outbound calling service, Globe offers SuperIDD, the first and only unlimited IDD
offer in the country today. With SuperIDD, subscribers can now call 3 unique numbers in more
than 50 destinations, 24 hours a day for only P149 a day. To further increase their savings,
subscribers can opt for the 30-day subscription of P1,999 and enjoy calling 10 unique numbers
with the same unlimited service. Globe also retained its discounted call rate offers through
services such as IDD Sakto Calls (per-second IDD) and IDD Tingi – the first bulk IDD service
which can be purchased via registration and through AMAX retailers nationwide. This is
available in two denominations: P40 for 20-minute calls to US, Canada, Hong Kong Singapore
and Taiwan, and P30 for 3-minute calls to Saudi Arabia, United Arab Emirates, and Kuwait.
For its inbound calling services, the Company sustained its Globe Super US Direct offer, the
latest international calling service from Globe that allows any US-based individual, particularly
Filipino workers and migrants, to call enrolled numbers at local rates instead of IDD rates. For
only P699 or $15 for 30 days, a Philippine-based Globe Prepaid or Postpaid customer is provided
a virtual US landline number. Individuals in the United States can contact enrolled Globe
numbers via their assigned US numbers and enjoy the local rates charged by their existing plan,
making connection with loved-ones in the Philippines more affordable. Alternatively, Filipinos
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based abroad may contact their loved ones back home with Globe Muzta!, an affordable VOIP
service that allows overseas and migrant Filipinos to call and send text messages at local
Philippine rates. Subscribers simply need a PC with internet connection to download the
application, and get a virtual 817 number assigned to them. Aside from calls and texts,
subscribers may also communicate via video calls or chat online with other Globe Muzta! users
anywhere in the world.
Globe also retained its promotion of OFW SIM packs for on-the-go Filipinos to provide them
easy access to Globe and TM subscribers back home. The Company likewise continued to offer
TipIDD card as an alternative to getting more affordable rates when calling abroad.

GROUP OPERATING EXPENSES
Globe Group’s total costs and expenses, including depreciation in the first three months of 2012
reached P
=15,925 million reflecting an 11% increase from last year’s P
=14,365 million. The rise in
expenses, mainly in marketing and subsidy expenses and repairs and maintenance costs, reflect
the growing scale and competitive intensity that the Company faces in the current year.
Compared to last quarter, total costs and expenses declined by 7%. Reductions in marketing,
interconnect, and depreciation charges were the main drivers. Last quarter’s charges also
included P176 million in transformation-related professional and legal fees, as well as P350
million in depreciation charges related to a pilot run of the network change-out in Davao City.
Globe Group
Quarter on Quarter
(Php Mn)

1Q
2012

4Q

QoQ

2011

Change
(%)

Year on Year
31 Mar
2012

31 Mar

YoY

2011

Change
(%)

Cost of sales………………………………………….
Less: Non-service revenues…………………………..
Subsidy……………………………………………….

2,356
1,210
1,146

1,559
824
735

51%
47%
56%

2,356
1,210
1,146

1,460
1,017
443

61%
19%
159%

Interconnect…………………………………...............
Selling, Advertising and Promotions ……………….
Staff Costs ……………………………………………
Utilities, Supplies & Other Administrative Expenses...
Rent……………………………………………………
Repairs and Maintenance……………………………..
Provisions ………………… …………………………….
Services and Others…………………………………...
Operating Expenses………………………………….

2,019
1,452
1,601
1,058
741
963
460
2,135
10,429

2,267
1,587
1,583
1,011
726
1,004
480
2,620
11,278

-11%
-9%
1%
5%
2%
-4%
-4%
-19%
-8%

2,019
1,452
1,601
1,058
741
963
460
2,135
10,429

2,657
1,001
1,412
866
628
721
370
1,920
9,575

-24%
45%
13%
22%
18%
34%
24%
11%
9%

Depreciation and Amortization ……………….……

4,350
123

5,168
-

-16%

4,350
123

4,347
-

-

Affected by network modernization………………..
Others………………………………………………

4,227

5,168

-18%

4,227

4,347

-3%

Costs and Expenses………………………………….

15,925

17,181

-7%

15,925

14,365

11%
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Interconnect
Interconnect costs total to P
=2,019 million, down P
=638 million from P
=2,657 million in the same
period last year with the decline in inter-network voice traffic, and the NTC-mandated reduction
in SMS access charges from P0.35 to P0.15 per SMS implemented towards the end of 2011.
Because of this, interconnect charges as a percentage of total subsidy and operating expenses
declined from 27% to 17% this year.
Subsidy and Marketing
Total subsidy, selling, advertising and promotions which comprise 22% of total subsidy and
operating expenses surged to =
P2,598 million versus P
=1,444 million in the same period last year.
Against last quarter’s P
=2,322 million, it grew by =
P276 million or 12%.
In the first quarter, subsidies reached P
=1,146 million, while selling, advertising and promotions
rose to =
P1,452 million compared to P
=443 million and =
P1,001 million, respectively, in the same
period last year due mainly to higher handset issuances for new and recontracted subscribers of
the mobile postpaid business.
Selling, advertising and promotions costs declined by 9% against last quarter as the holiday
season generated high seasonal spending on loyalty rewards and marketing; however, the decline
was offset by subsidy which rose by P
=411 million.
As a percentage of service revenues, total marketing and subsidy expenses increased to 13% from
8% the previous year.
Staff Costs
Staff costs comprised 14% of total subsidy and operating expenses and rose 13% from last year’s
level of P
=1,412 million to P
=1,601 million with the increase in employee incentives and benefits.
Total headcount slightly increased from 5,710 in 2011 to 5,783 in 2012. Compared to last
quarter, staff costs were up by 1%.
Utilities, Supplies and Other Administrative Expenses
Utilities, Supplies and Other Administrative expenses made up 9% of total subsidy and operating
expenses. Year-on-year, it grew from P
=866 million to P
=1,058 million due to increased electricity
and power generation charges coming from the continued expansion of Globe’s cellular and
broadband network, and increases in power rates.
Rent
Rent, which comprises 6% of total subsidy and operating expenses, rose 18% from P
=628 million
last year to P
=741 million this period because of higher leases on international cable facilities and
cell sites. Compared to last quarter, rent expenses were up 2%.
Provisions
This account includes provisions related to trade, non-trade and traffic receivables and inventory.
Overall, provisions posted a year-on-year net increase of P
=90 million from P
=370 million to P
=460
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million this period driven mainly by higher trade provisions.
revenues, provisions remained within the 2% level.

As a percentage of service

Repairs and Maintenance
Repairs and maintenance grew by P
=242 million or 34% from P721 million last year to P
=963
million in the first quarter driven mainly by maintenance work for hardware, software and
network facilities. Compared to the fourth quarter of last year, repairs and maintenance were
lower by 4%.
Services and Others
Services and others, which account for 18% of this period’s total subsidy and operating expenses,
went up by 11% from last year’s level of P1,920 million to P
=2,135 million due to higher
professional fees brought about by network transformation initiatives as well as charges related to
various outsourced functions and contracted services. On a sequential basis, services and other
expenses were down by P
=485 million or 19% with lower spectrum fees and consulting fees
related also to the network and IT modernization program.
Depreciation and Amortization
Depreciation and amortization expenses in the first quarter were at par with last year’s level, and
lower by 16% than last quarter. This quarter’s depreciation expenses included P123 million in
accelerated depreciation charges as part of the Company’s network modernization and IT
transformation programs. As the Company had disclosed in the past, the carrying value of the
old, non-useable assets will impact Globe’s PnL through an acceleration of depreciation over its
remaining useful life and until such time when the new, replacement assets are ready for service.
Excluding these accelerated depreciation charges, first quarter depreciation expenses were down
by 3% and 18% against last year and last quarter, respectively, as a result of certain assets being
fully depreciated as of end 2011.
Depreciation is computed using the straight line method over the estimated useful life (EUL) of
the assets, where the weighted EUL of all depreciable assets as of March 31, 2012 is 10.06 years.
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OTHER INCOME STATEMENT ITEMS
Other income statement items include net financing costs, net foreign exchange gain (loss),
interest income and net property and equipment related income (charges) as shown below:
Globe Group
Quarter on Quarter
(Php Mn)

1Q
2012

Financing Costs – net
Interest Expense…………………………...
Gain / (Loss) on derivative instruments – net
Swap costs and other financing costs……...
Foreign Exchange (loss) / gain - net.…..….

Year on Year

4Q

QoQ

2011

Change
(%)

31 Mar
2012

31 Mar

YoY

2011

Change
(%)

(641)
(12)
(47)
81

(537)
(1)
(62)
(20)

19%
1100%
-24%
-505%

(641)
(12)
(47)
81

(522)
10
(51)
32

23%
-220%
-8%
153%

(619)

(620)

-

(619)

(531)

17%

Interest Income ……………………………...
Others – net………………………………….

117
(31)

63
280

86%
-111%

117
(31)

85
(17)

38%
82%

Total Other (Expenses) Income…………….

(533)

(277)

92%

(533)

(463)

15%

As of the first quarter, the Globe Group’s non-operating charges posted a year-on-year growth of
15% or P70 million to close at P533 million. This was driven mainly by higher interest expenses
in the current period, including on-time charges related to a prepayment of Globe’s bonds.
Against last quarter, non-operating charges increased by P256 million because last quarter’s total
included a gain arising from an equipment exchange with a supplier which was reflected in the
“Others – net” account.
In the first quarter, the Company recorded a foreign exchange gain amounting to P81 million,
which was more than double the P32 million gains booked last year. (See related discussion on
derivative instruments and swap costs in the Foreign Exchange and Interest Rate Exposure
section).
Interest expense in the first period increased by 23% from P522 million last year to P641 million
this period resulting from the higher interest-bearing peso-denominated loans and the one-time
pre-termination cost of P60 million for the P3.0 billion fixed rate bonds originally due in 2014 but
prepaid last February 2012.
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LIQUIDITY AND CAPITAL RESOURCES
Globe Group
31 Mar
2012

31 Mar
2011

YoY
change (%)

Balance Sheet Data (Php Mn)
Total Assets ……………………………………………………
Total Debt ……………………………………………………..
Total Stockholders’ Equity ……………………………………

132,581
51,165
46,895

133,682
50,524
45,953

-1%
1%
2%

Financial Ratios (x)
Total Debt to EBITDA ………………………………………...

1.48

1.39

Debt Service Coverage…………………………………………
Interest Cover (Gross) …………………………………………
Debt to Equity (Gross) ………………………………………...

2.03
11.62
1.09

2.24
13.04
1.10

Debt to Equity (Net) 1………………………………………….
Total Debt to Total Capitalization (Book) …………………….
Total Debt to Total Capitalization (Market) ...………………...

0.94
0.52
0.25

0.94
0.52
0.30

1

Net debt is calculated by subtracting cash, cash equivalents and short term investments from total debt.

Globe’s balance sheet and cash flows remain strong with ample liquidity and gearing within
optimum level.
Globe Group’s consolidated assets as of 31 March 2012 amounted to =
P132,581 million compared
to P
=133,682 million for the same period in 2011. Consolidated cash, cash equivalents and short
term investments (including investments in assets available for sale and held to maturity
investments) was at =
P6,952 million at the end of the period compared to last year’s P7,279
million.
The Company’s gearing levels have been increasingly optimized over the past few years with the
raised dividend payouts and higher proportion of debt to total capitalization. Globe ended the
quarter with gross debt to equity ratio of 1.09:1 on a consolidated basis which is well within the
2:1 debt to equity limit dictated by its debt covenants. Meanwhile, net debt to equity ratio of
0.94:1 remained at the same level as last year.
The financial tests under Globe’s loan agreements include compliance with the following ratios:
•
•
•
•

Total debt to equity not exceeding 2:1;
Total debt to EBITDA not exceeding 3:1;
Debt service coverage 1 exceeding 1.3 times; and
Secured debt ratio 2 not exceeding 0.2 times.

As of 31 March 2012, Globe is well within the ratios prescribed under its loan agreements.
1
Debt service coverage ratio is defined as the ratio of EBITDA to required debt service, where debt service includes subordinated
debt but excludes shareholder loans.
2
Secured debt ratio is defined as the ratio of the total amount for the period of all present consolidated obligations for payment,
whether actual or contingent which are secured by Permitted Security Interest as defined in the loan agreement to the total amount of
consolidated debt. Globe has no secured debt as of 31 March 2012.
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Consolidated Net Cash Flows
Globe Group
(Php Mn)

31 Mar
2012

31 Mar
2011

YoY
change (%)

Net Cash from Operating Activities……………………………..

7,897

9,524

-17%

Net Cash from Investing Activities……………………………...

(3,586)

(3,483)

3%

Net Cash from Financing Activities……………………………..

(2,450)

(4,625)

-47%

Net cash flows provided by operating activities for the first quarter amounted to P7,897 million,
17% lower year-on-year with the decline in EBIT and higher advances to suppliers and
contractors related to the network modernization. Meanwhile, net cash used in investing
activities amounted to P3,586 million, 3% above last year’s level of P3,483 million.
Consolidated capital expenditures as of the first quarter amounted to P
=4,820 million, down 12%
from last year.
Globe Group
(Php Mn)
Capital Expenditures (Cash) ……………………………………..
Increase (Decrease) in Liabilities related to Acquisition of PPE
& capitalized Asset Retirement Obligations……………………...
Total Capital Expenditures1 ……………………………………
Total Capital Expenditures / Service Revenues 2 (%)...…………..

31 Mar
2012
3,851

31 Mar
2011
3,635

YoY change
(%)

969

1,831

-47%

4,820

5,466

-12%

24%

29%

6%

1

Consolidated capital expenditures include property and equipment, intangibles and capitalized borrowing costs acquired as of
report date regardless of whether payment has been made or not.
2
Service revenues have been restated to reflect the change in the presentation of outbound revenues to be at gross of interconnect
expenses (from net previously).

Consolidated net cash used in financing activities amounted to =
P2,450 million in the first quarter,
47% lower than last year’s P
=4,625 million due to higher borrowings. This also included payment
of cash dividends as well as refinancing of long-term loans. Consolidated total debt was slightly
up by 1% from P
=50,524 million last year to P
=51,165 million.
Out of the total debt, 10% are denominated in US$ out of which 2% have been hedged to pesos.
As a result, the amount of US$ debt swapped into pesos and peso-denominated debt account for
approximately 90% of consolidated loans as of the end of the first quarter.
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Below is the schedule of debt maturities for Globe for the years stated below based on total
outstanding debt as of 31 March 2012:
Year Due

2012………….…………………………………………………………………………...
2013.……………………………………………………………………………………...
2014………………………………………………………………………………………
2015 through 2019 ………………………………………………………………………
Total

Principal *
(US$ Mn)
162
227
158
651
1,198

* Principal amount before debt issuance costs.

In January 2012, Globe Telecom, Inc. signed a ten-year, USD90-Million floating rate term loan
facility with China Banking Corporation as lender to finance capital expenditures for 2012, which
includes the Company’s USD790 Million investment for its five-year massive network
modernization and IT transformation program to boost voice and data capacity in anticipation of
the growing demand for broadband and mobile data use. This is the Company’s first loan facility
for 2012.
During the period, Globe also announced that it will undertake a P15.0 billion Retail Bond
Program to finance the Company’s capital expenditures.
As of 31 March 2012, stockholders’ equity stood at P46,895 million, a 2% increase from P45,953
million in the same period last year. Globe’s capital stock consists of the following:
Preferred Shares
Preferred stock at a par value of P5 per share of which 158 million shares are outstanding out
of a total authorized of 250 million shares.
Preferred stock has the following features:
a. Issued at P5 par;
b. Dividend rate to be determined by the BOD at the time of Issue;
c. One preferred share is convertible to one common share starting at the end of the 10th
year of the issue date at a price to be determined by the Globe Telecom’s BOD at the
time of issue which shall not be less than the market price of the common share less the
par value of the preferred share;
d. Call option – Exercisable any time by Globe Telecom starting at the end of the 5th year
from issue date at a price to be determined by the BOD at the time of the issue;
e. Eligibility of Investors – Only Filipino citizens or corporations or partnerships wherein
60% of the voting stock of voting power is owned by Filipino;
f. With voting rights;
g. Cumulative and non-participating;
h. Preference as to dividends and in the event of liquidation; and
i. No preemptive right to any share issue of Globe Telecom, and subject to yield protection
in case of change in tax laws.
The dividends for preferred shares are declared upon the sole discretion of the Globe
Telecom’s BOD.

SEC Form 17Q – 1Q 2012

38

As of 29 June 2011, none of the preferred shares have been converted to common shares.
Common Shares
Common shares at par value of P50 per share of which 132 million are issued and
outstanding out of a total authorized of 180 million shares.
Cash Dividends
The dividend policy of Globe Telecom as approved by the Board of Directors is to declare cash
dividends to its common stockholders on a regular basis as may be determined by the Board. The
dividend payout rate starting 2006 is approximately 75% of prior year’s net income payable semiannually in March and September of each year. This is reviewed annually, taking into account
Globe Telecom’s operating results, cash flows, debt covenants, capital expenditure levels and
liquidity.
On November 6, 2009, the Board of Directors amended the dividend payment rate from 75% to a
range of 75% - 90% of prior year’s net income.
On November 8, 2011, the Board of Directors amended the Company’s dividend policy to be
based on core instead of reported net income. Pay-out range remains at 75% to 90%. This is to
ensure that dividends will remain sustainable and yields competitive despite the expected nearterm decline in net income that would result from the accelerated depreciation charges related to
assets that will be decommissioned as part of the Company’s network and IT transformation
programs. As currently defined, core net income excludes all foreign exchange, mark-to-market
gains and losses, as well as non-recurring items.
On February 10, 2012, the Board of Directors approved the declaration of the first semi-annual
cash dividend of P32.50 per common share, payable to shareholders on record as of February 24,
2012. Total dividends of about P4.3 billion were paid on March 16, 2012. On an annualized
basis, the first semester dividend distribution represents 86% of 2011 core net income, an
improvement from last year’s pay-out of 84%, and in line with the recently amended dividend
policy.
Consolidated Return on Average Equity (ROE) registered at the 23% level at the end of the first
quarter of 2012, compared to the 26% recorded in the same period last year using net income and
based on average equity balances for the period ended.
Accordingly, consolidated basic earnings per common share were P20.34 and P22.54, while
consolidated diluted earnings per common share were P20.27 and P22.43 for the years ended 31
March 2012 and 2011, respectively.
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FINANCIAL RISK MANAGEMENT

FOREIGN EXCHANGE EXPOSURE
Foreign exchange risks are managed such that USD inflows from operations (transaction
exposures) are balanced or offset by the net USD liability position of the company (translation
exposures). Globe Group’s objective is to maintain a position which results in, as close as
possible, a neutral effect to the P&L relative to movements in the foreign exchange market.
Transaction exposures
Globe has natural net US$ inflows arising from its operations. Consolidated foreign currencylinked revenues1 remained at 21% of total service revenues for the periods ended 31 March 2012
and 2011. In contrast, Globe’s foreign-currency linked expenses were at 11% and 7% of total
operating expenses for the same periods ended, respectively.

The US$ flows are as follows:
March 2012
US$ and US$ Linked Revenues
US$ Operating Expenses
US$ Net Interest Expense

P4.0 billion
P0.9 billion
P0.03 billion

Due to these net US$ inflows, an appreciation of the Peso has a negative impact on Globe’s Peso
EBITDA. Globe occasionally enters into forward contracts to hedge against a peso appreciation.
As of end March 2012, no forward hedges of revenues were outstanding.

1
Includes the following revenues:
(1) billed in foreign currency and settled in foreign currency, and
(2) billed in Pesos at rates linked to a foreign currency tariff and settled in Pesos
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Translation Exposures
Globe also has US$ assets and liabilities which are revalued at market rates every period. These
are as follows:

US$ Assets
US$ Liabilities
Net US$ Liability Position

March 2012
US$110 million
US$295 million
US$184 million

For accounting purposes, the foreign currency assets and liabilities are revalued at the current
exchange rate at the end of each reporting period. Given the net US$ liability position, a
depreciation of the peso results in a revaluation or forex loss in our P&L. As of March 2012, the
Philippine Peso stood at P42.934 to the US dollar, a decline versus the 2011 year-end rate of
P43.919. The Globe Group charged a total of P81 million in net foreign exchange gains to
current operations for the first quarter of 2012.
Prior to 2004, the Company entered into long term currency swap agreements to hedge the
currency exposure on its liabilities. As of end-March 2012, the Company has only one such
remaining agreement, with a notional amount of US$2.5 million. The MTM of this swap contract
stood at a loss of P32.85 million as of end-March 2012.
Globe also entered into forward US$ purchase contracts to manage this exposure. A total of
US$11.70 million in notional amounts of forward contracts remain outstanding as of end March
2012. The mark-to-market of the outstanding forwards stood at a loss of P0.10 million as of end
March 2012.
Realized loss from forward contracts that matured as of March 31, 2012 amounted to P1.42
million.
The swap and forward contracts are not designated as hedges for accounting purposes (please
refer to Notes 13.3 and 13.6 of the attached Notes to Financial Statements). As such, the MTM
of the contracts have flowed through the P&L, and future changes to the MTM of the contracts
will also be charged to P&L every period.
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INTEREST RATE EXPOSURE
Interest rate exposures are managed via targeted levels of fixed versus floating rate debt that are
meant to achieve a balance between cost and volatility. Globe’s policy is to maintain between
44-88% of its peso debt in fixed rate, and between 31-62% of its US$ debt in fixed rate.
As of end-March 2012, Globe has a total of US$40.63 million and P6.53 billion in interest rate
swap contracts that were entered into to achieve these targets. US$35.63 million of the total
interest rate swaps are US$ swaps under which the Company swapped some of its floating US$
denominated loans into fixed rate, with quarterly or semi-annual payment intervals up to July
2013. Globe also has US$5 million in notional amount of US$ swaps under which the Company
receives a fixed rate of 9.75% and pays a floating rate based on LIBOR, subject to a cap. The
payments on the swap are subject to the performance of 10 and 30 year US$ interest rates.
Lastly, the Company has a P6.5 billion in interest rate swap contracts, under which the Company
effectively fixed the rate on outstanding floating rate peso debts.
As of end of March 2012, 50% of peso debt is fixed, while 40% of USD debt is fixed after swaps.
The MTM of the interest rate swap contracts stood at a loss of P161.62 million as of end-March
2012.
CREDIT EXPOSURES FROM FINANCIAL INSTRUMENTS
Outstanding credit exposures from financial instruments are monitored daily and allowable
exposures are reviewed quarterly.
For investments, the Globe Group does not have investments in foreign securities (bonds,
collateralized debt obligations (CDO), collateralized mortgage obligations (CMO), or any
instruments linked to the mortgage market in the US). Globe’s excess cash is invested in short
tem bank and SDA deposits.
The Globe Group also does not have any investments or hedging transactions with investment
banks. Derivative transactions as of the end of the period are with large foreign and local banks.
Furthermore, the Globe Group does not have instruments in its portfolio which became inactive
in the market nor does the company have any structured notes which require use of judgment for
valuation purposes. (Please refer to Note 13.2.2 of the attached Notes to the Financial
Statements for additional information on active and inactive markets).

VALUATION OF DERIVATIVE TRANSACTIONS
The company uses valuation techniques that are commonly used by market participants and that
have been demonstrated to provide reliable estimates of prices obtained in actual market
transactions. The company uses readily observable market yield curves to discount future
receipts and payments on the transactions. The net present value of receipts and payments are
translated into Peso using the foreign exchange rate at time of valuation to arrive at the mark to
market value. For derivative instruments with optionality, the company relies on valuation
reports of its counterparty banks, which are the company’s best estimates of the close-out value of
the transactions.
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Gains (losses) on derivative instruments represent the net mark-to-market (MTM) gains (losses)
on derivative instruments. As of 31 March 2012, the MTM value of the derivatives of the Globe
Group amounted to a loss of P205.90 million while loss on derivative instruments arising from
changes in MTM reflected in the consolidated income statements amounted to P11.98 million.
(Please refer to Note 13.8 of the attached Notes to Financial Statements for gains/losses of
preceding periods).
To measure riskiness, the Company provides a sensitivity analysis of its profit and loss from
financial instruments resulting from movements in foreign exchange and interest rates. (Please
refer to attached Notes 13.2.1.1 and 13.2.1.2 of the Financial Statements for the sensitivity
analysis results.) The interest rate sensitivity estimates the changes to the following P&L items,
given an indicated movement in interest rates: (1) interest income, (2) interest expense, (3) markto-market of derivative instruments. The foreign exchange sensitivity estimates the P&L impact
of a change in the USD/PHP rate as it specifically pertains to the revaluation of the net unhedged
liability position of the company, and foreign exchange derivatives.
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LEGAL, REGULATORY AND CORPORATE DEVELOPMENTS
On 23 July 2009, the NTC issued NTC Memorandum Circular (MC) No. 05-07-2009
(Guidelines on Unit of Billing of Mobile Voice Service). The MC provides that the maximum
unit of billing for the cellular mobile telephone service (CMTS) whether postpaid or prepaid shall
be six (6) seconds per pulse. The rate for the first two (2) pulses, or equivalent if lower period per
pulse is used, may be higher than the succeeding pulses to recover the cost of the call set-up.
Subscribers may still opt to be billed on a one (1) minute per pulse basis or to subscribe to
unlimited service offerings or any service offerings if they actively and knowingly enroll in the
scheme. In compliance with NTC MC 05-07-2009, Globe refreshed and offered to the general
public its existing per-second rates that, it bears emphasizing, comply with the NTC
Memorandum Circular. Globe made per second charging for Globe-Globe/TM-TM/Globe
available for Globe Subscribers dialing prefix 232 (GLOBE) OR 803 plus 10-digit TM or Globe
number for TM subscribers. The NTC, however, contends that Globe’s offering does not comply
with the circular and with the NTC’s Order of 7 December 2009 which imposed a three-tiered
rate structure with a mandated flag-down of P3.00, a rate of P0.4375 for the 13th to the 160th
second of the first minute and P0.65 for every 6-second pulse thereafter. On 9 December 2009,
the NTC issued a Cease and Desist Order requiring the carriers to refrain from charging under the
previous billing system or regime and refund consumers.
Globe maintains that the Order of the NTC of 7 December 2009 and the Cease and Desist Order
are void as being without basis in fact and law and in violation of Globe’s rights to due process.
Globe, Smart, Sun and CURE all filed petitions before the Court of Appeals seeking the
nullification of the questioned orders of the NTC. On 18 February 2010, the Court of Appeals
issued a Temporary Restraining Order preventing the NTC from enforcing the disputed Order.
On 25 May 2010, the CA issued a writ of preliminary injunction directing the NTC to cease and
desist from enforcing their assailed Order/s. On 28 December 2010, the CA rendered a Decision
declaring the questioned decisions invalid for being violative of the Petitioners’ right to due
process, among others. The Petitioners and the NTC filed their respective Motions for Partial
Reconsideration. The motions were DENIED by the CA in an Order dated 19 January 2012. Due
to lack of material time, the NTC and the Petitioners seasonably filed their respective Motions for
Extension of Time to File Petition for Review with the Supreme Court. Globe filed its Petition on
12 March 2012. The other Movants are expected to file their respective petitions within the
month of March 2012.
Globe believes that its legal position is strong and that its offering is compliant with the NTC’s
Memorandum Circular 05-07-2009, and therefore believes that it would not be obligated to make
a refund to its subscribers. If, however, Globe would be held as not being in compliance with the
circular, Globe may be contingently liable to refund to any complaining subscribers any charges
it may have collected in excess of what it could have charged under the NTC’s disputed Order of
7 December 2009, if indeed it is proven by any complaining party that Globe charged more with
its per second scheme than it could have under the NTC’s 6-second pulse billing scheme stated in
the disputed Order. Management has no estimate of what amount this could be at this time.
On 22 May 2006, Innove received a copy of the Complaint of Subic Telecom Company
(“Subictel”), Inc., a subsidiary of PLDT, seeking an injunction to stop the Subic Bay
Metropolitan Authority and Innove from taking any actions to implement the Certificate of Public
Convenience and Necessity granted by SBMA to Innove. Subictel claimed that the grant of a
CPCN allowing Innove to offer certain telecommunications services within the Subic Bay
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Freeport Zone would violate the Joint Venture Agreement (“JVA”) between PLDT and SBMA.
The Supreme Court ordered the reinstatement of the case and has forwarded it to the NTCOlongapo for trial.
PLDT and its affiliate, Bonifacio Communications Corporation (BCC) and Innove are in
litigation over the right of Innove to render services and build telecommunications infrastructure
in the Bonifacio Global City. In the case filed by Innove before the NTC against BCC, PLDT and
the Fort Bonifacio Development Corporation (FBDC), the NTC has issued a Cease and Desist
Order preventing BCC from performing further acts to interfere with Innove’s installations in the
Bonifacio Global City.
In the case filed by PLDT against the NTC in Branch 96 of the Regional Trial Court (RTC) of
Quezon City, where PLDT sought to obtain an injunction to prevent the NTC from hearing the
case filed by Innove, the RTC denied the prayer for a preliminary injunction and the case has
been set for further hearings. PLDT has filed a Motion for Reconsideration and Globe has
intervened in this case. In a resolution dated 28 October 2008, the RTC QC denied BCC’s
motion for the issuance of a temporary restraining order (TRO). The case is still pending with the
QC RTC.
In the case filed by BCC against FBDC, Globe Telecom and Innove, Bonifacio Communications
Corp. before the Regional Trial Court of Pasig, which case sought to enjoin Innove from making
any further installations in the BGC and claimed damages from all the parties for the breach of
the exclusivity of BCC in the area, the court did not issue a Temporary Restraining Order and has
instead scheduled several hearings on the case. The case is still pending with the RTC Pasig.
On 11 November 2008, Bonifacio Communications Corp. (BCC) filed a criminal complaint
against the officers of Innove Communications Inc., the Fort Bonifacio Development Corporation
(FBDC) and Innove contractor Avecs Corporation for malicious mischief and theft arising out of
Innove’s disconnection of BCC’s duct at the Net Square buildings. The accused officers filed
their counter-affidavits and are currently pending before the Prosecutor’s Office of Pasig. The
case is still pending resolution with the Office of the City Prosecutor.
On 21 January 2011, BCC and PLDT filed with the Court of Appeals a Petition for Certiorari and
Prohibition against NTC, et al. seeking to annul the Orders of the NTC dated 28 October 2008
directing BCC, PLDT and FBDC to comply with the provisions of NTC MC 05-05-02 and the
CEASE AND DESIST from performing further acts that will prevent Innove from implementing
and providing telecommunications services in the Fort Bonifacio Global City pursuant to the
authorization granted by the NTC. BCC and PLDT anchor their petition on the grounds that: 1)
the NTC has no jurisdiction over BCC it being a non telecommunications entity; 2) the NTC
violated BCC and PLDT’s right to due process; and 3) there was no urgency or emergency for the
issuance of the cease and desist order.
On April 25, 2011, Innove Communications, filed its comment to the Petition arguing, among
others, that Innove is duly authorized to provide services in the BGC, that BCC and PLDT have
no right to maintain their monopolistic hold of the BGC telecommunications market; and that it is
in the public’s best interest that open access and free competition among telecom operators be
allowed at the Bonifacio Global City.
On August 16, 2011, the Ninth Division of the CA ruled that PLDT’s case against Innove and the
National Telecommunications Commission (NTC) lacked merit, and thus denied the petition and
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DISMISSED the case. PLDT and its co-petitioner, BCC file their motion for reconsideration.
Innove seasonably filed its Opposition thereto. The case is pending with the Court of Appeals.
OTHER RELEVANT INFORMATION
MAJOR STOCKHOLDERS
The following are the major stockholders of Globe Telecom as of 31 March 2012:
% of
Common
% of
Preferred
Stockholders
Preferred
Shares
Common
Shares
Shares
Ayala Corp.
40,319,263
30.5%
SingTel
62,646,487
47.3%
Asiacom
158,515,021
100%
Public
29,426,158
22.2%
Total
132,391,908
100%
158,515,021
100%

Total

% of
Total

40,319,263
62,646,487
158,515,021
29,426,158
290,906,929

13.9%
21.5%
54.5%
10.1%
100%

BOARD OF DIRECTORS (BOD)
As of 17 April 2012 Annual Meeting of the stockholders of Globe Telecom, Inc., the members of the BOD are:
Name
Position
Jaime Augusto Zobel de Ayala
Chairman
Gerardo C. Ablaza, Jr.
Co-Vice Chairman
Hui Weng Cheong
Co-Vice Chairman
Romeo L. Bernardo
Director
Ernest L. Cu
Director
Delfin L Lazaro
Director
Xavier P. Loinaz*
Director
Guillermo D. Luchangco*
Director
Manuel A. Pacis*
Director
Tay Soo Meng
Director
Fernando Zobel de Ayala
Director
* Independent Director

Key Officers - Globe
Name
Ernest L. Cu
Alberto M. de Larrazabal
Henry Rhoel R. Aguda
Vicente Froilan M. Castelo
Marisalve Ciocson-Co
Rebecca V. Eclipse
Rodell A. Garcia
Gil B. Genio
Carmina J. Herbosa
Renato M. Jiao
Ramon Ralph G. Matriano

Position
President and Chief Executive Officer
Chief Financial Officer and Treasurer
Head – Information Systems Group and Chief Information Officer
Head – Corporate & Legal Services Group
Assistant Corporate Secretary & Compliance Officer
Head – Office of Strategy Management
Head – Network and IT Transformation
Head – Business & International Markets and Corporate Strategy and
Business Development, and President – Innove Communications, Inc.
Head, Internal Audit
Head – Human Resources
Head – Consumer Sales

Solomon M. Hermosura

Corporate Secretary

Consultants
Name
Peter Bithos
Chee Loo Fun
Rodolfo A. Salalima
Robert Tan
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Advisor for the Consumer Customer Facing Unit
Senior Adviser for Consumer Marketing
Chief Legal Counsel and Senior Advisor
Chief Technical Adviser
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Globe Telecom, Inc. and Subsidiaries
Condensed Consolidated Financial Statements
March 31, 2012 and 2011 (Unaudited)
and
December 31, 2011 (Audited)

SyCip Gorres Velayo & Co.

GLOBE TELECOM, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

Notes
ASSETS
Current Assets
Cash and cash equivalents
Receivables - net
Inventories and supplies
Derivative assets
Prepayments and other current assets - net
Assets classified as held for sale
Noncurrent Assets
Property and equipment - net
Investment property
Intangible assets and goodwill - net
Investments in joint ventures
Deferred income tax - net
Derivative assets
Other noncurrent assets - net

13
13
13
13
12

3
4
5
13

Total Assets

LIABILITIES AND EQUITY
Current Liabilities
Accounts payable and accrued expenses
Notes payable
Provisions
Derivative liabilities
Income tax payable
Unearned revenues
Current portion of long-term debt
Total Current Liabilities
Liabilities directly associated with the assets
classified as held for sale
Noncurrent Liabilities
Deferred income tax - net
Long-term debt - net of current portion
Derivative liabilities
Other long-term liabilities
Total Liabilities
Equity
Paid-up capital
Cost of share-based payments
Other reserves
Retained earnings
Total Equity
Total Liabilities and Equity

13
6
13

6, 13

12

6, 13
13
13

7
7

December 31
March 31
2011
2011
2012
(Unaudited)
(Unaudited)
(Audited)
(In Thousand Pesos)

P6,951,642
=
9,751,140
2,212,617
3,122
6,369,973
25,288,494
778,321
26,066,815

=7,278,785
P
8,035,441
1,906,070
26,039
5,088,784
22,335,119
778,321
23,113,440

P5,159,046
=
10,119,505
1,911,190
9,766
5,586,419
22,785,926
778,321
23,564,247

97,987,209
81,209
4,174,485
247,640
826,454
–
3,196,896
106,513,893
P
=132,580,708

102,533,054
208,556
3,620,828
198,020
691,228
295,172
3,021,592
110,568,450
=133,681,890
P

99,267,780
191,645
3,591,514
249,000
765,670
–
3,209,477
107,275,086
=130,839,333
P

P
=22,799,996
4,717,360
190,707
144,292
2,335,230
2,441,830
2,637,979
35,267,394

=24,808,074
P
–
222,885
215,224
2,427,059
2,159,908
15,184,339
45,017,489

=23,042,514
P
1,756,760
166,773
208,247
1,157,927
2,474,142
9,597,367
38,403,730

553,934
35,821,328

670,485
45,687,974

583,365
38,987,095

3,814,918
43,809,914
64,727
2,174,938
49,864,497
85,685,825

4,679,261
35,339,332
159
2,021,709
42,040,461
87,728,435

3,929,414
37,324,579
58,370
2,111,719
43,424,082
82,411,177

34,057,588
502,600
(75,437)
12,410,132
46,894,883
P
=132,580,708

See accompanying Notes to Condensed Consolidated Financial Statements.

33,950,802
555,314
137,487
11,309,852
45,953,455
=133,681,890
P

33,967,476
573,436
(124,902)
14,012,146
48,428,156
=130,839,333
P

GLOBE TELECOM, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE
INCOME (UNAUDITED)
Three Months Ended
March 31
2011
(As restated Note 2)
(In Thousand Pesos)
2012

Notes

REVENUES
Service revenues
Nonservice revenues

2

INCOME
Interest income
Gain on disposal of property and equipment - net
Equity in net income of a joint venture
Others - net

3

COSTS AND EXPENSES
General, selling and administrative
Depreciation and amortization
Affected by network modernization
Others
Cost of sales
Interconnect costs
Financing costs
Impairment losses and others
Equity in net losses of a joint venture

P
=20,245,803
1,209,857
21,455,660

=
P19,108,794
1,017,478
20,126,272

117,319
11,537
–
158,912
287,768

84,851
58,442
1,592
118,153
263,038

8

8,007,139

6,635,218

3,4
3,4

122,867
4,227,489
2,356,090
2,018,721
700,539
502,193
20,779
17,955,817

–
4,347,338
1,460,500
2,656,953
562,745
445,165
–
16,107,919

3,787,611

4,281,391

1,279,608
(192,720)
1,086,888

1,349,896
(59,918)
1,289,978

2,700,723

2,991,413

2
8
8

INCOME BEFORE INCOME TAX
PROVISION FOR (BENEFIT FROM) INCOME TAX
Current
Deferred

NET INCOME
OTHER COMPREHENSIVE INCOME
Transactions on cash flow hedges - net
Changes in fair value of available-for-sale investment in equity securities
Exchange differences arising from translations of foreign investments
Tax effect relating to components of other comprehensive income

7
61,521
5,579
821
(18,456)
49,465

TOTAL COMPREHENSIVE INCOME
Earnings Per Share
Basic
Diluted
Cash dividends declared per common share
See accompanying Notes to Condensed Consolidated Financial Statements.

P
=2,750,188

321,524
1,342
(611)
(96,458)
225,797
=
P3,217,210

11

7

P
=20.34
P
=20.27
P
=32.50

=
P22.54
=
P22.43
=
P31.00

GLOBE TELECOM, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Notes

Capital
Stock

Additional
Cost of
Paid-in Share-Based
Capital
Payments

Other
Reserves
(Note 7)

Retained
Earnings

Total

For the Period Ended March 31, 2012 (Unaudited and In Thousand Pesos)
As of January 1, 2012
Total comprehensive income for
the period
Dividends on common stock
Cost of share-based payments
Exercise of stock options
As of March 31, 2012

7

=
P7,410,226

=
P26,557,250

P
= 573,436

–
–
–
1,945
=
P7,412,171

–
–
–
88,167
=
P26,645,417

–
–
3,835
(74,671)
P
= 502,600

(P
= 124,902) =
P14,012,146

=
P48,428,156

49,465
2,700,723
2,750,188
(4,302,737)
–
(4,302,737)
–
–
3,835
–
–
15,441
(P
= 75,437) =
P12,410,132 =
P46,894,883

For the Period Ended March 31, 2011 (Unaudited and In Thousand Pesos)
As of January 1, 2011
Total comprehensive income for
the period
Dividends on:
Common stock
Preferred stock
Cost of share-based payments
Forfeited stock options
As of March 31, 2011

=
P7,409,223

=
P26,536,781

P
=544,794

–

–

–

–
–
–
–
=
P7,409,223

–
–
–
4,798
=
P26,541,579

(P
=88,310) =
P12,466,640
225,797

2,991,413

=
P46,869,128
3,217,210

7
–
–
15,318
(4,798)
P
=555,314

–
–
–
–
=
P137,487

(4,102,802)
(4,102,802)
(45,399)
(45,399)
–
15,318
–
–
=
P11,309,852 =
P45,953,455

For the Year Ended December 31, 2011 (Audited and In Thousand Pesos)
As of January 1, 2011
Total comprehensive income (loss)
for the year
Dividends on:
Common stock
Preferred stock
Cost of share-based payments
Collection of subscription
receivables
Exercise of stock options
As of December 31, 2011

=7,409,223
P

=26,536,781
P

=544,794
P

–

–

–

–
–
–

–
–
–

–
–
49,338

776
227
=
P7,410,226

–
20,469
=
P26,557,250

(P
=88,310) P
=12,466,640

=46,869,128
P

9,831,805

9,795,213

(8,205,605)
(80,694)

(8,205,605)
(80,694)
49,338

(36,592)

7

See accompanying Notes to Condensed Consolidated Financial Statements.

–
(20,696)
P
=573,436

–
–
–

–
–
–
–
(P
=124,902) =
P14,012,146

776
–
=
P48,428,156

GLOBE TELECOM, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

Notes
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax
Adjustments for:
Depreciation and amortization
Interest expense
Foreign exchange gains - net
Provisions for other probable losses
Cost of share-based payments
Impairment losses on property and equipment
and intangible assets
Equity in net losses (gains) of joint ventures
Interest income
Gain on disposal of property and equipment - net
Loss (gain) on derivative instruments - net
Dividend income
Operating income before working capital changes
Changes in operating assets and liabilities:
Decrease (increase) in:
Receivables
Inventories and supplies
Prepayments and other current assets
Increase (decrease) in:
Accounts payable and accrued expenses
Unearned revenues
Other long-term liabilities
Net cash generated from operations
Income taxes paid
Net cash flows provided by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to:
Property and equipment
Intangible assets
Proceeds from sale of property and equipment
Decrease (increase) in other noncurrent assets
Interest received
Dividends received
Net cash flows used in investing activities
(Forward)

Three Months Ended
March 31
2012
2011
(In Thousand Pesos)
=
P3,787,611

3, 4
8
8

8

3

3, 15
4, 15

=
P4,281,391

4,350,356
641,316
(80,584)
23,933
3,835

4,347,338
522,205
(41,791)
2,096
15,318

42,475
20,779
(117,319)
(11,537)
8,718
–
8,669,583

75,550
(1,592)
(84,851)
(58,442)
(10,280)
(16)
9,046,926

290,780
(301,426)
(871,139)

339,249
(66,737)
(407,327)

163,161
(32,312)
(21,595)
7,897,052
–
7,897,052

896,461
(242,841)
(31,859)
9,533,872
(9,724)
9,524,148

(3,662,078)
(84,343)
18,100
18,776
124,008
–
(3,585,537)

(3,445,658)
(14,217)
27,207
(146,179)
96,003
16
(3,482,828)

-2-

Notes
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from borrowings:
Long-term
Short-term
Repayments of long-term borrowings
Payments of dividends to stockholders:
Common
Preferred
Exercise of stock options
Interest paid
Net cash flows used in financing activities
NET DECREASE IN CASH AND CASH EQUIVALENTS
NET FOREIGN EXCHANGE DIFFERENCE
CASH AND CASH EQUIVALENTS AT BEGINNING OF
THE PERIOD
CASH AND CASH EQUIVALENTS AT END OF THE
PERIOD
See accompanying Notes to Condensed Consolidated Financial Statements.

Three Months Ended
March 31
2012
2011
(In Thousand Pesos)

6

6
7

=
P10,000,000
3,000,000
(10,433,712)

=
P3,800,000
–
(3,623,809)

(4,302,737)
(35,295)
15,441
(693,651)
(2,449,954)

(4,102,802)
(45,399)
–
(653,170)
(4,625,180)

1,861,561

1,416,140

(68,965)

(6,341)

5,159,046

5,868,986

P
=6,951,642

=
P7,278,785

GLOBE TELECOM, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1. Basis of Financial Statement Preparation
The condensed consolidated financial statements of Globe Telecom, Inc. and Subsidiaries
(the “Group”) as of and for the three months and quarter ended March 31, 2012 and 2011
(unaudited) and December 31, 2011 (audited) were authorized for issue in accordance with a
resolution of the Board of Directors (BOD) on May 8, 2012.
Globe Telecom, Inc. (herein referred to as “Globe Telecom” or “Globe”) is a company
incorporated and domiciled in the Philippines whose shares are publicly traded. The principal
activities of the company and its subsidiaries are described in Note 14.
The accompanying condensed consolidated financial statements have been prepared in accordance
with Philippine Accounting Standard (PAS) 34, Interim Financial Reporting. Accordingly, the
condensed consolidated financial statements do not include all of the information required in the
annual audited financial statements, and should be read in conjunction with the Group’s annual
financial statements as at December 31, 2011.
The preparation of the financial statements in compliance with Philippine Financial Reporting
Standards (PFRS) requires management to make estimates and assumptions that affect the
amounts reported in the financial statements and accompanying notes. The estimates and
assumptions used in the accompanying condensed consolidated financial statements are based
upon management’s evaluation of relevant facts and circumstances as of the date of the condensed
consolidated financial statements. Actual results could differ from such estimates.
The condensed consolidated financial statements include the accounts of Globe Telecom, Inc.
(herein referred to as “Globe Telecom” or “Globe”) and its wholly owned subsidiaries, Innove
Communications, Inc. (herein referred to as “Innove”), G-Xchange, Inc. (herein referred to as
“GXI”), Entertainment Gateway Group Corp. (EGGC) and EGGstreme (Hong Kong) Limited
(EHL) (collectively referred here as “EGG Group”), GTI Business Holdings, Inc. (GTI), GTI
Corporation (GTIC) and Globe Telecom HK Limited (GTIC HK) (collectively referred here as
“GTI BH Group”) and Kickstart Ventures, Inc. (herein referred to as “Kickstart”), collectively
referred to as “Globe Group”. GTIC has started commercial operations on
April 1, 2011. In December 2011, GTI incorporated another wholly owned subsidiary, GTIC HK,
a limited company organized under the Companies Ordinance (Chapter 32 of the Laws of Hong
Kong). As of March 31, 2012, GTIC HK has not yet started commercial operations.
On March 28, 2012, Globe incorporated Kickstart, a stock corporation organized under the laws of
the Philippines and formed for the purpose of investing in individual, corporate, or start-up
businesses, and to do research, technology development and commercializing of new business
ventures. As of March 31, 2012, Kickstart has not yet started commercial operations.
The condensed consolidated financial statements are presented in Philippine Peso (P
= ), the Group’s
functional currency, and rounded to the nearest thousands except when otherwise indicated.
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2. Accounting Policies
2.1 Change in the Presentation of Outbound Revenues
Beginning January 1, 2012, the Globe Group voluntarily changed the presentation of its
outbound revenues to gross amounts before interconnect costs billed to the Globe Group in
order to align its presentation with the predominant global practice in the telecommunications
industry. With this presentation, interconnect costs are presented in a separate line item in the
statement of comprehensive income. In prior years, outbound revenues were presented net of
the share of other carriers.
The change was accounted for retrospectively, and accordingly, the Company restated its
comparative statement of comprehensive income. The change has no impact on consolidated
net income, earnings per share, cash flows and statements of financial position. The table
below shows the affected line items in our financial information for the year ended
December 31, 2011 and for the three-month period ended March 31, 2011.
December 31, 2011
As previously
As restated
presented

Change

March 31, 2011
As previously
As restated
presented

Change

(In Thousand Pesos)
Revenues
Expenses
EBITDA margin(1)

=
P77,764,964
68,612,584
45%

=
P67,811,301
58,658,921
52%

P
=9,953,663
9,953,663
(7%)

=
P19,108,794
16,107,919
48%

=
P16,451,841
13,450,966
55%

=
P2,656,953
2,656,953
(7%)

(1)

See discussion in Note 14 – Operating Segment Information.

2.2 Changes in Accounting Policies
The accounting policies adopted in the preparation of the condensed consolidated financial
statements are consistent with those followed in the preparation of the Globe Group’s annual
financial statements as of and for the year ended December 31, 2011, except for the adoption
of amended standard as of January 1, 2012, noted below:
PAS 12, Income Taxes, Deferred Tax: Recovery of Underlying Assets
This amendment to PAS 12 includes a rebuttable presumption that the carrying amount of
investment property measured using the fair value model in PAS 40, Investment Property,
will be recovered through sale and, accordingly, that any related deferred tax should be
measured on a sale basis. The presumption is rebutted if the investment property is
depreciable and it is held within a business model whose objective is to consume
substantially all of the economic benefits in the investment property over time, rather than
through sale. Specifically, PAS 12 requires that deferred tax arising from a nondepreciable asset measured using the revaluation model in PAS 16, Property, Plant and
Equipment should always reflect the tax consequences of recovering the carrying amount
of the underlying asset through sale.
PFRS 7, Disclosures - Transfers of Financial Assets (Amendment)
The amendment to PFRS 7 enhances the disclosures for financial assets. These disclosures
relate to assets transferred (as defined under PAS 39, Financial Instruments: Recognition
and Measurement). If the assets transferred are not derecognised entirely in the financial
statements, an entity has to disclose information that enables users of financial statements
to understand the relationship between those assets which are not derecognized and their
associated liabilities. If those assets are derecognized entirely, but the entity retains a
continuing involvement, disclosures have to be provided that enable users of financial
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statements to evaluate the nature of, and risks associated with, the entity’s continuing
involvement in those derecognized assets.
The adoption of the amendments to existing standards did not have a significant impact to
the Globe Group.

3. Property and Equipment
In the last quarter of 2011, Globe Group has announced to undertake a network and IT
transformation program for an estimated investment of USD790 million over the next two to three
years. External partners were engaged in 2012 to help manage the modernization effort. In the
first quarter of 2012, the Estimated Useful Life (EUL) of certain wireless and wireline
telecommunications equipment were changed as result of continuing upgrade and migration to a
modernized network. The net effect of the change in EUL resulted in higher depreciation expense
of =
P68.86 million for the period ended March 31, 2012.
The rollforward analysis of property and equipment follows:
March 31, 2012
Buildings and
Leasehold
Improvements

Investments in
Cable Systems

=
P187,924,112
262,509
(55,074)
3,379,909
191,511,456

=
P27,374,020
2,791
(209)
777,851
28,154,453

=
P13,129,153
–
–
385,491
13,514,644

125,417,729

13,087,427

65,453
3,255,899
(53,074)
3,636
128,689,643
159,837
–
(394)
159,443

Telecommunications
Equipment
Cost
At January 1
Additions
Retirements/disposals
Reclassifications/adjustments
At March 31
Accumulated Depreciation
and Amortization
At January 1
Depreciation and amortization
Affected by network
modernization
Others
Retirements/disposals
Reclassifications/adjustments
At March 31
Impairment Losses
At January 1
Additions
Write-off/adjustments
At March 31
Net Book Value at
March 31

=
P62,739,867

Office Transportation
Equipment
Equipment
(In Thousand Pesos)

Land

=
P1,527,375
–
–
8,142
1,535,517

Assets Under
Construction

Total

=
P7,333,754
33,734
(1,928)
189,469
7,555,029

=
P2,206,974
58,132
(32,556)
(6)
2,232,544

=
P11,955,324 =
P251,450,712
4,378,702
4,735,868
(1,139)
(90,906)
(6,521,740)
(1,780,884)
9,811,147
254,314,790

5,569,643

6,152,934

1,582,493

–

–

151,810,226

–
298,563
(91)
116,414
13,502,313

–
209,867
–
541
5,780,051

3,404
171,820
(1,919)
20
6,326,259

–
61,053
(29,063)
(1)
1,614,482

–
–
–
–
–

–
–
–
–
–

68,857
3,997,202
(84,147)
120,610
155,912,748

–
–
–
–

–
–
–
–

3,182
–
–
3,182

–
–
–
–

–
–
–
–

209,687
42,475
46
252,208

372,706
42,475
(348)
414,833

=
P14,596,417

=
P7,734,593

=
P1,218,095

=
P618,062

=
P1,535,517

P
=9,544,658

=
P97,987,209

March 31, 2011
Telecommunications
Equipment
Cost
At January 1
Additions
Retirements/disposals
Reclassifications/adjustments
At March 31
Accumulated Depreciation
and Amortization
At January 1
Depreciation and amortization
Retirements/disposals
At March 31
Impairment Losses
At January 1
Additions
At March 31
Net Book Value at March 31

Buildings and
Leasehold
Improvements

Investments in
Office
Transportation
Cable Systems
Equipment
Equipment
(Unaudited and In Thousand Pesos)

Land

Assets Under
Construction

Total

=174,342,419
P
1,053,583
(126,227)
4,990,581
180,260,356

=25,605,238
P
18,735
(122)
914,353
26,538,204

=13,028,303
P
–
(13,886)
(34,986)
12,979,431

=6,395,943
P
43,472
(33,700)
250,126
6,655,841

=2,153,222
P
69,794
(24,514)
3,769
2,202,271

=1,514,332
P
9,031
–
–
1,523,363

=16,441,841
P
4,256,753
(309)
(6,688,955)
14,009,330

=239,481,298
P
5,451,368
(198,758)
(565,112)
244,168,796

113,486,718
3,433,774
(124,663)
116,795,829

11,955,511
271,459
(116)
12,226,854

4,736,035
208,020
(13,886)
4,930,169

5,642,866
126,728
(33,698)
5,735,896

1,497,090
61,982
(18,773)
1,540,299

–
–
–
–

–
–
–
–

137,318,220
4,101,963
(191,136)
141,229,047

3,182
–
3,182
=916,763
P

–
–
–
= 661,972
P

–
–
–
=1,523,363
P

170,891
80,871
251,762
=13,757,568
P

325,824
80,871
406,695
=102,533,054
P

151,751
–
151,751
= 63,312,776
P

–
–
–
=14,311,350
P

–
–
–
= 8,049,262
P
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December 31, 2011
Buildings and
Leasehold
Improvements

Investments in
Cable Systems

=174,342,419
P
1,837,618
(2,969,817)
14,713,892
187,924,112

=25,605,238
P
67,717
(2,894)
1,703,959
27,374,020

=13,028,303
P
87,900
–
12,950
13,129,153

=6,395,943
P
163,909
(137,669)
911,571
7,333,754

= 2,153,222
P
260,991
(208,432)
1,193
2,206,974

=1,514,332
P
13,043
–
–
1,527,375

113,486,718
14,802,833
(2,811,884)
(59,938)
125,417,729

11,955,511
1,134,039
(2,782)
659
13,087,427

4,736,035
833,833
–
(225)
5,569,643

5,642,866
646,073
(136,195)
190
6,152,934

1,497,090
263,634
(178,231)
–
1,582,493

–
–
–
–
–

–
–
–
–
–

137,318,220
17,680,412
(3,129,092)
(59,314)
151,810,226

–
–
–
–

–
–
–
–

3,182
–
–
3,182

–
–
–
–

–
–
–
–

170,891
117,414
(78,618)
209,687

325,824
128,614
(81,732)
372,706

=
P14,286,593

=
P7,559,510

=
P1,177,638

=
P624,481

=
P1,527,375

=
P11,745,637

Telecommunications
Equipment
Cost
At January 1
Additions
Retirements/disposals
Reclassifications/adjustments
At December 31
Accumulated Depreciation
and Amortization
At January 1
Depreciation and amortization
Retirements/disposals
Reclassifications/adjustments
At December 31
Impairment Losses
At January 1
Additions
Write-off/adjustments
At December 31
Net Book Value at
December 31

151,751
11,200
(3,114)
159,837
=
P62,346,546

Office
Transportation
Equipment
Equipment
(In Thousand Pesos)

Land

Assets Under
Construction

Total

P16,441,841 =
=
P239,481,298
14,840,996
17,272,174
(99,698)
(3,418,510)
(19,227,815)
(1,884,250)
11,955,324
251,450,712

=
P99,267,780

Assets under construction include intangible components of a network system which are
reclassified to depreciable intangible assets only when assets become available for use
(see Note 4).
The Globe Group uses its borrowed funds to finance the acquisition of property and equipment
and bring it to its intended location and working condition. Borrowing costs incurred relating to
these acquisitions were included in the cost of property and equipment using 2.51%, 3.21% and
3.19% capitalization rates for the periods ended March 31, 2012 and 2011 and for the year ended
December 31, 2011, respectively. The Globe Group’s total capitalized borrowing costs are
=
P104.65 million, =
P175.36 million and =
P591.66 million for the periods ended March 31, 2012 and
2011, and for the year ended December 31, 2011, respectively.

4. Intangible Assets and Goodwill
In the first quarter of 2012, the EUL of certain wireless licenses were changed as a result of
continuing upgrade and migration to a modernized network. The net effect of the change in EUL
resulted to higher amortization expense of =
P54.01 million for the period ended March 31, 2012.
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The rollforward analysis of intangible assets and goodwill follows:
March 31, 2012
Licenses and
Application
Software
Cost
At January 1
Additions
Retirements/disposals
Reclassifications/
adjustments (Note 3)
At March 31
Accumulated Amortization
At January 1
Amortization
Affected by network
modernization
Others
Retirements/disposals
Reclassifications/adjustments
At March 31
Net Book Value at March 31

P
= 9,063,214
84,343
(119)

Total
Intangible
Assets and
Goodwill

Total
Customer
Intangible
Contracts
Assets
Goodwill
(Unaudited and In Thousand Pesos)
=
P28,381
–
–

P
= 9,091,595
84,343
(119)

P
= 327,125
–
–

P
= 9,418,720
84,343
(119)

773,173
9,920,611

–
28,381

773,173
9,948,992

–
327,125

773,173
10,276,117

5,807,340

19,866

5,827,206

–

5,827,206

54,010
223,231
(58)
(4,176)
6,080,347
= 3,840,264
P

–
1,419
–
–
21,285
= 7,096
P

54,010
224,650
(58)
(4,176)
6,101,632
= 3,847,360
P

–
–
–
–
–
= 327,125
P

54,010
224,650
(58)
(4,176)
6,101,632
= 4,174,485
P

March 31, 2011
Licenses and
Application
Software
Cost
At January 1
Additions
Reclassifications/
adjustments (Note 3)
At March 31
Accumulated Amortization
January 1
Amortization
At March 31
Impairment Losses
January 1
Amortization
At March 31
Net Book Value at March 31

Customer Total Intangible
Contracts
Assets
Goodwill
(Unaudited and In Thousand Pesos)

Total
Intangible
Assets and
Goodwill

=8,362,110
P
14,217

=28,381
P
–

=8,390,491
P
14,217

=327,125
P
–

=8,717,616
P
14,217

592,652
8,968,979

–
28,381

592,652
8,997,360

–
327,125

592,652
9,324,485

5,449,729
238,319
5,688,048

14,190
1,419
15,609

5,463,919
239,738
5,703,657

–
–
–

5,463,919
239,738
5,703,657

5,321
(5,321)
–
=3,280,931
P

–
–
–
=12,772
P

5,321
(5,321)
–
=3,293,703
P

–
–
–
=327,125
P

5,321
5,321
–
=3,620,828
P
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December 31, 2011
Licenses and
Application
Software
Cost
At January 1
Additions
Retirements/disposals
Reclassifications/
adjustments (Note 3)
At December 31
Accumulated Amortization
At January 1
Amortization
Retirements/disposals
Reclassifications/adjustments
At December 31
Impairment Losses
At January 1
Write-off/adjustments
At December 31
Net Book Value at December 31

Total
Customer
Intangible
Contracts
Assets
(In Thousand Pesos)

Goodwill

Total
Intangible
Assets and
Goodwill

P
=8,362,110
145,208
(862,847)

=
P28,381
–
–

P
=8,390,491
145,208
(862,847)

P
=327,125
–
–

P
=8,717,616
145,208
(862,847)

1,418,743
9,063,214

–
28,381

1,418,743
9,091,595

–
327,125

1,418,743
9,418,720

5,449,729
1,232,592
(848,131)
(26,850)
5,807,340

14,190
5,676
–
–
19,866

5,463,919
1,238,268
(848,131)
(26,850)
5,827,206

–
–
–
–
–

5,463,919
1,238,268
(848,131)
(26,850)
5,827,206

5,321
(5,321)
–
P
=3,255,874

–
–
–
P
=8,515

5,321
(5,321)
–
P
=3,264,389

–
–
–
P
=327,125

5,321
(5,321)
–
P
=3,591,514

Intangible assets pertain to 1) telecommunications equipment software licenses, corporate
application software and licenses and other VAS software applications that are not integral to the
hardware or equipment; and 2) intangible assets identified to exist during acquisition of EGG
Group for its existing customer contracts.

5. Investments in Joint Ventures
On May 10, 2011, the BOD of Globe Telecom approved the additional investment of
=
P100.00 million as share for BPI Globe BanKO’s increase in capitalization to cover its expansion
plan for the next three years. Globe Telecom made the capital infusion in two tranches of
=
P79.00 million in May 10, 2011 and =
P21.00 million last March 28, 2012
As of March 31, 2012 and 2011, and December 31, 2011, the investment of Globe Telecom in BPI
Globe BanKO remains at 40% amounting to =
P178.58 million, =
P129.86 million and P
=179.51
million, respectively.

6. Notes Payable and Long-term Debt
Notes payable consist of short-term unsecured US dollar and peso-denominated promissory notes
from local banks for working capital requirements. As of March 31, 2012, US dollar and
peso-denominated notes payable amounting to amounting to P
=1,717.36 million and
P
=3,000.00 million, respectively, bears interest ranging from 1.57% to 1.91% and 4.63% to 4.80%,
respectively. As of December 31, 2011, US dollar denominated notes payable amounting to
=
P1,756.76 million bears interest ranging from 1.57% to 1.91%. There is no outstanding notes
payable as of March 31, 2011.
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Long-term debt consists of:
December 31
2011
2011
(Unaudited)
(Audited)
(In Thousand Pesos)

March 31
2012
(Unaudited)
Banks:
Local
Foreign
Corporate notes
Retail bonds

=
P32,388,982
3,240,884
10,818,027
–
46,447,893
2,637,979
=
P43,809,914

Less current portion

=
P24,054,259
6,558,945
14,935,177
4,975,290
50,523,671
15,184,339
=
P35,339,332

P
=27,555,234
3,541,621
10,839,226
4,985,865
46,921,946
9,597,367
P
=37,324,579

The maturities of long-term debt at nominal values including unamortized debt issuance costs as
of March 31, 2012 follow (in thousand pesos):
Due in:
2012
2013
2014
2015
2016 and thereafter

=2,252,959
P
9,757,569
6,770,504
8,481,075
19,432,990
=46,695,097
P

Unamortized debt issuance costs included in the above long-term debt as of March 31, 2012 and
2011, and December 31, 2011 amounted to =
P247.20 million, =
P 265.97 million and
=
P212.03 million, respectively.

The interest rates and maturities of the above loans are as follows:
Maturities

Interest Rates

2011-2019

2.15% to 7.03% in 2012
1.42% to 7.03% in 2011

Foreign

2011-2016

1.06% to 4.19% in 2012
0.68% to 3.86% in 2011

Corporate notes

2011-2019

2.78% to 8.43% in 2012
2.78% to 8.43% in 2011

Retail bonds

2012-2014

7.50% to 8.00% in 2011

Banks:
Local

6.1 Bank Loans and Corporate Notes
Globe Telecom’s unsecured bank loans and corporate notes, which consist of fixed and
floating rate notes and dollar and peso-denominated bank loans, bear interest at stipulated and
prevailing market rates.
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The loan agreements with banks and other financial institutions provide for certain restrictions
and requirements with respect to, among others, maintenance of financial ratios and
percentage of ownership of specific shareholders, incurrence of additional long-term
indebtedness or guarantees and creation of property encumbrances.
As of May 8, 2012, the Globe Group is not in breach of any loan covenants.
6.2 Retail Bonds
On February 25, 2009, Globe Group issued =
P5,000.00 million fixed rate bonds. This amount
comprises =
P1,974.00 million and P
=3,026.00 million fixed rate bonds due in 2012 and 2014,
respectively, with interest rate of 7.50% and 8.00%, respectively. The proceeds of the retail
bonds were used to fund Globe Group’s various capital expenditures.
The five-year retail bonds may be redeemed in whole, but not in part, on the twelfth (12th)
interest payment date at a price equal to 102.00% of the principal amount of the bonds and all
accrued interest to the date of redemption. Globe Group may not redeem the retail bonds
unless allowed under conditions specified in the agreements with respect to redemption for tax
reasons, purchase and cancellation and change in law or circumstance.
On January 17, 2012, Globe Group exercised its option to redeem the =
P3,026.00 million fixed
rate bonds thru an irrevocable notice issued to its trustee bank. The full settlement happened
in February 27, 2012 with redemption cost of =
P60.51 million.
On February 10, 2012, the BOD approved and authorized a corporate bond program to fund
the Globe Group’s capital expenditures with a principal amount of up to =
P15,000.00 million
for issuance in one or more tranches. The Globe Group management has been authorized to
determine the final features and other terms and conditions of the offer and issuance of the
corporate bonds, including all agreements related to such offer and issuance.
The Globe Group has to meet certain bond covenants including a maximum debt-to-equity
ratio of 2 to 1. As of May 8, 2012, the Globe Group is not in breach of any bond covenants.

7. Equity and Other Comprehensive Income
7.1 Cash Dividends
Information of Globe Group’s cash dividends follows:
Per share

Date
Amount
Record
Payable
(In Thousand Pesos, Except Per Share Figures)

Preferred stock dividends declared on:
February 8, 2011
December 15, 2011

00.29
00.22

P45,399
=
35,295

Common stock dividends declared on:
February 4, 2010
August 3, 2010
February 8, 2011
August 8, 2011
February 10, 2012

40.00
40.00
31.00
31.00
32.50

P5,293,926
=
5,293,939
4,102,802
4,102,803
4,302,737

February 22, 2011
December 29, 2011

March 18, 2011
March 18, 2012

February 19, 2010
March 15, 2010
August 17, 2010 September 13, 2010
February 22, 2011
March 18, 2011
August 22, 2011 September 19, 2011
February 24, 2012
March 16, 2012
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7.2 Retained Earnings Available for Dividend Declaration
The retained earnings include the undistributed net earnings of consolidated subsidiaries
totaling =
P10,580.33 million as of March 31, 2012. This amount is not available for dividend
declaration until received in the form of dividends from subsidiaries. The Globe Group is also
subject to loan covenants that restrict its ability to pay dividends.
7.3 Other Comprehensive Income
Other Reserves

Cash flow hedges

Available-forsale financial
assets

Exchange
differences arising
from translations of
foreign investments

Total

For the Period Ended March 31, 2012 (Unaudited and In Thousand Pesos)
As of January 1
Fair value changes
Transferred to income and
expenses
Tax effect of items taken directly
to or transferred from equity
Exchange differences
As of March 31, 2012

(P
= 153,070)
13,634
47,887
(18,456)
–
(P
= 110,005)

Cash flow hedges

= 36,301
P
5,579
–
–
–
=
P41,880

Available-forsale financial
assets

(P
= 8,133)
–

(P
= 124,902)
19,213

–
–
821
(P
= 7,312)

47,887
(18,456)
821
(P
= 75,437)

Exchange
differences arising
from translations of
foreign investments

Total

For the Period Ended March 31, 2011 (Unaudited and In Thousand Pesos)
As of January 1
Fair value changes
Transferred to income and
expenses
Tax effect of items taken directly
to or transferred from equity
Exchange differences
As of March 31, 2011

(P
=115,834)
269,055
52,469
(96,458)
–
P
=109,232

Cash flow hedges

=
P35,032
1,342
–
–
–
=
P36,374

Available-forsale financial
assets

(P
=7,508)
–

(P
=88,310)
270,397

–
–
(611)
(P
=8,119)

52,469
(96,458)
(611)
P
=137,487

Exchange
differences arising
from translations of
foreign investments

Total

For the Year Ended December 31, 2011 (Audited and In Thousand Pesos)
As of January 1
Fair value changes
Transferred to income and
expenses
Tax effect of items taken directly
to or transferred from equity
Exchange differences
As of December 31, 2011

(P
=115,834)
(239,094)
185,900
15,958
–
(P
=153,070)

=
P35,032
1,269
–
–
–
=36,301
P

(P
=7,508)
–
–
–
(625)
(P
=8,133)

(P
=88,310)
(237,825)
185,900
15,958
(625)
(P
=124,902)

- 10 -

8. Costs and Expenses
8.1 General, selling and administrative expenses consist of:
Three Months Ended March31
2011
2012

(Unaudited and In Thousand Pesos)
Staff costs
Selling, advertising and promotions
Professional and other contracted services
Utilities, supplies and other administrative
expenses
Repairs and maintenance
Rent
Taxes and licenses
Insurance and security services
Others

P
=1,600,433
1,452,140
1,088,047

=1,411,482
P
1,001,436
882,748

1,057,706
963,194
740,794
433,353
328,038
343,434
P
=8,007,139

866,366
721,162
627,510
382,141
361,393
380,980
=6,635,218
P

The “Others” account includes miscellaneous expenses, delivery charges and various other
items that are individually immaterial.
8.2 Impairment losses and others consist of:
Three Months Ended March31
2011
2012

(Unaudited and In Thousand Pesos)
Impairment loss on:
Receivables
Property and equipment
Provisions for:
Inventory obsolescence and
market decline
Other probable losses

P
=401,922
42,475

=298,683
P
75,550

33,863
23,933
P
=502,193

68,836
2,096
=445,165
P

8.3 Financing costs consist of:
Three Months Ended March 31
2011
2012

(Unaudited and In Thousand Pesos)
Interest expense*
Swap and other financing costs - net
Loss (gain) on derivative instruments

= 641,316
P
47,238
11,985
P
=700,539

=522,205
P
50,820
(10,280)
=562,745
P

*This account is net of capitalized expense and inclusive of amortization of debt issuance costs.

Interest expense is incurred on the following:
Three Months Ended March 31
2011
2012

(Unaudited and In Thousand Pesos)
Long-term debt
Accretion expense
Short term notes payable
Amortization of debt issuance cost

P
=525,492
43,667
36,316
35,841
P
=641,316

=453,230
P
41,299
–
27,676
=522,205
P
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9. Contingencies
The Globe Group is contingently liable for various claims arising in the ordinary conduct of
business and certain tax assessments which are either pending decision by the courts or are being
contested, the outcome of which are not presently determinable. In the opinion of management
and legal counsel, the eventual liability under these claims, if any, will not have a material or
adverse effect on the Globe Group’s financial position and results of operations.

10. Agreements and Commitments
10.1 Agreements and commitments with suppliers
The Globe Group engaged the services of various suppliers for the upgrade of its wireless,
data and telephony network. In partnership with an equipment and service provider and the
appointment of a project and program manager, Globe Group will undertake a transformation
upgrade and overhaul of its business support systems engaging a solution partner for this
USD790 million modernization project.
10.2 Capital Infusion to GTI
In March 2011, following the approval of the BOD, Globe Telecom made the additional
capital infusion to GTI through transfer of assets where GTI recorded the assets at its fair
value amount of =
P387.32 million increasing its total paid-up capital to =
P 412.32 million as of
March 31, 2011. This has no impact on the consolidated financial statements.
10.3 Agreement with Singapore Telecom, Inc. (STI)
In March 2011, the final agreements were executed between Globe Telecom and STI
whereby Globe Telecom conveyed and transferred ownership of certain Indefeasible Rights
of Use (IRU) of certain international cables systems in exchange for IRUs of certain cables
systems of STI. The assets received were booked at its fair value amounting to
=
P120.19 million.
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11. Earnings Per Share
Globe Group’s earnings per share amounts were computed as follows:
Three Months Ended
March 31
2011
2012

(Unaudited and In Thousand Pesos)
Net income attributable to common shareholders for
basic earnings per share
Add dividends on preferred shares
Net income attributable to common shareholders for
diluted earnings per share
Weighted average number of shares for
basic earnings per share (in thousands)
Dilutive shares arising from:
Convertible preferred shares
Stock options
Adjusted weighted average number of common stock for
diluted earnings per share (in thousands)
Basic earnings per share
Diluted earnings per share

P
=2,692,430
8,293

=
P2,982,949
8,464

P
=2,700,723

=
P2,991,413

132,390

132,348

687
160

1,002
16

133,237
P
=20.34
P
=20.27

133,366
=22.54
P
=22.43
P

12. Assets Classified as Held for Sale and Liabilities Directly Associated with the Assets
Classified as Held for Sale
On November 17, 2009, Globe Telecom and Pacnet Cable Ltd. (Pacnet), formerly C2C, signed a
memorandum of agreement (MOA) to terminate and unwind their Landing Party Agreement
(LPA) dated August 15, 2000. The MOA further requires Globe Telecom, being duly licensed
and authorized by the NTC to land the C2C Cable Network in the Philippines and operate the C2C
Cable Landing Station (CLS) in Nasugbu, Batangas, Philippines, to transfer to Pacnet’s designated
qualified partner, the license of the C2C CLS, the CLS, a portion of the property on which the
CLS is situated, certain equipment and associated facilities thereof.
In return, Pacnet will compensate Globe Telecom in cash and by way of C2C cable capacities
deliverable upon completion of certain closing conditions. The MOA also provided for novation
of above mentioned equipment supply and lease agreements and reciprocal options for Globe
Telecom to purchase future capacities from Pacnet and Pacnet to purchase backhaul and ducts
from Globe Telecom at agreed prices.
In the second quarter of 2010, the specific equipment, portion of the property and facilities and the
liabilities associated with the transfer were identified and were classified as current and shown
separately in the consolidated statement of financial position as “Assets classified as held for sale”
and “Liabilities directly associated with the assets classified as held for sale”.
As of March 31, 2012, the Globe Group retains the classification of its non-current assets as held
for sale. Globe Group expects no changes in the terms of agreement and on the valuation as the
considerations have already been fixed, and remains to be committed to its plan to sell the assets.
The closing documents are expected to be fully executed within the year.
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As of March 31, 2012 and 2011, and December 31, 2011, assets classified as held for sale
amounted to =
P778.32 million. As of March 31, 2012 and 2011, and December 31, 2011, liabilities
directly associated with assets classified as held for sale amounted to =
P553.93 million,
=670.49 million and P
P
=583.37 million, respectively.

13. Capital and Risk Management and Financial Instruments
13.1 General
The Globe Group adopts an expanded corporate governance approach in managing its
business risks. An Enterprise Risk Management Policy was developed to systematically
view the risks and to provide a better understanding of the different risks that could threaten
the achievement of the Globe Group’s mission, vision, strategies, and goals, and to provide
emphasis on how management and employees play a vital role in achieving the Globe
Group’s mission of transforming and enriching lives through communications.
The policies are not intended to eliminate risk but to manage it in such a way that
opportunities to create value for the stakeholders are achieved. Globe Group risk
management takes place in the context of the normal business processes such as strategic
planning, business planning, operational and support processes.
The application of these policies is the responsibility of the BOD through the Chief
Executive Officer. The Chief Financial Officer and concurrent Chief Risk Officer
champions and oversees the entire risk management function. Risk owners have been
identified for each risk and they are responsible for coordinating and continuously improving
risk strategies, processes and measures on an enterprise-wide basis in accordance with
established business objectives.
The risks are managed through the delegation of management and financial authority and
individual accountability as documented in employment contracts, consultancy contracts,
letters of authority, letters of appointment, performance planning and evaluation forms, key
result areas, terms of reference and other policies that provide guidelines for managing
specific risks arising from the Globe Group’s business operations and environment.
The Globe Group continues to monitor and manage its financial risk exposures according to
its BOD approved policies.
The succeeding discussion focuses on Globe Group’s capital and financial risk management.
13.2 Capital and Financial Risk Management Objectives and Policies
The primary objective of the Globe Group’s capital management is to ensure that it
maintains a strong credit rating and healthy capital ratios in order to support its business and
maximize shareholder value.
The Globe Group monitors its use of capital using leverage ratios, such as debt to total
capitalization and makes adjustments to it in light of changes in economic conditions and its
financial position.
The Globe Group is not subject to externally imposed capital requirements. The ratio of debt
to total capitalization as of March 31, 2012 and 2011, and December 31, 2011 was at 52%,
52% and 50%, respectively.
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The main purpose of the Globe Group’s financial instruments is to fund its operations and
capital expenditures. The main risks arising from the use of financial instruments are market
risk, credit risk and liquidity risk. The Globe Group also enters into derivative transactions,
the purpose of which is to manage the currency and interest rate risk arising from its
financial instruments.
Globe Telecom’s BOD reviews and approves the policies for managing each of these risks.
The Globe Group monitors market price risk arising from all financial instruments and
regularly reports financial management activities and the results of these activities to the
BOD.
The Globe Group’s risk management policies are summarized below:
13.2.1 Market Risk
Market risk is the risk that the fair value of future cash flows of a financial
instrument will fluctuate because of changes in market prices. Globe Group is
mainly exposed to two types of market risk: interest rate risk and currency risk.
Financial instruments affected by market risk include loans and borrowings, AFS
investments, and derivative financial instruments.
The sensitivity analyses in the following sections relate to the position as of
March 31, 2012 and 2011, and December 31, 2011. The analyses exclude the impact
of movements in market variables on the carrying value of pension, provisions and
on the non-financial assets and liabilities of foreign operations.
The following assumptions have been made in calculating the sensitivity analyses:
The statement of financial position sensitivity relates to derivatives.
The sensitivity of the relevant income statement item is the effect of the assumed
changes in respective market risks. This is based on the financial assets and
financial liabilities held as at March 31, 2012 and 2011, and
December 31, 2011 including the effect of hedge accounting.
The sensitivity of equity is calculated by considering the effect of any associated
cash flow hedges for the effects of the assumed changes in the underlying hedge
item.
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13.2.1.1

Interest Rate Risk
The Globe Group’s exposure to market risk from changes in interest rates
relates primarily to the Globe Group’s long-term debt obligations. Please
refer to table presented under 13.2.3 Liquidity Risk.
Globe Group’s policy is to manage its interest cost using a mix of fixed
and variable rate debt, targeting a ratio of between 31-62% fixed rate
USD debt to total USD debt, and between 44-88% fixed rate PHP debt to
total PHP debt. To manage this mix in a cost-efficient manner, Globe
Group enters into interest rate swaps, in which Globe Group agrees to
exchange, at specified intervals, the difference between fixed and variable
interest amounts calculated by reference to an agreed-upon notional
principal amount.
After taking into account the effect of currency and interest rate swaps,
40% and 50%, 45% and 68%, and 39% and 58% of the Globe Group’s
USD and PHP borrowings as of March 31, 2012 and 2011, and
December 31, 2011, respectively, are at a fixed rate of interest.
The following tables demonstrate the sensitivity of income before tax and
equity to a reasonably possible change in interest rates after the impact of
hedge accounting, with all other variables held constant.

March 31, 2012
Increase/decrease
in basis points
USD
PHP

+35bps
-35bps
+100bps
-100bps

Effect on income
before income tax
Effect on equity
Increase (decrease)
Increase (decrease)
(Unaudited and In Thousand Pesos)
= 2,008
P
P
=–
(2,091)
–
(43,651)
128,968
43,651
(132,801)

March 31, 2011
Increase/decrease
in basis points
USD
PHP

+35bps
-35bps
+100bps
-100bps

Effect on income
before income tax
Effect on equity
Increase (decrease)
Increase (decrease)
(Unaudited and In Thousand Pesos)
(P
=4,602)
=11,316
P
4,606
(11,304)
(33,931)
175,142
33,903
(182,171)

December 31, 2011
Increase/decrease
in basis points
USD
PHP

+35bps
-35bps
+100bps
-100bps

Effect on income
before income tax
Effect on equity
Increase (decrease)
Increase (decrease)
(Audited and In Thousand Pesos)
(P
=2,599)
=193
P
2,570
(193)
(151,509)
145,932
151,504
(150,577)
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13.2.1.2

Foreign Exchange Risk
The Globe Group’s foreign exchange risk results primarily from
movements of the PHP against the USD with respect to USDdenominated financial assets, USD-denominated financial liabilities and
certain USD-denominated revenues. Majority of revenues are generated
in PHP, while substantially all of capital expenditures are in USD. In
addition, 10%, 13% and 11%, of debt as of March 31, 2012 and 2011,
and December 31, 2011, respectively, are denominated in USD before
taking into account any swap and hedges.
Information on the Globe Group’s foreign currency-denominated
monetary assets and liabilities and their PHP equivalents are as follows:
March 31
2012
2011
(Unaudited)
(Unaudited)
US
Peso
US
Peso
Dollar Equivalent
Dollar
Equivalent
(In Thousands)

Assets
Cash and cash equivalents
Receivables
Long-term notes receivable

December 31
2011
(Audited)
US
Peso
Dollar
Equivalent

$45,716
62,961
1,590
110,267

P
=1,962,534
2,703,148
68,265
4,733,947

$31,960
58,101
–
90,061

P
=1,386,813
2,522,055
–
3,908,868

$57,337
65,555
1,590
124,482

=
P2,517,883
2,879,122
69,831
5,466,836

177,498
40,000
77,188
294,686

7,620,678
1,717,360
3,313,968
12,652,006

230,299
–
153,798
384,097

9,996,802
–
6,676,042
16,672,844

191,159
40,000
82,290
313,449

8,395,498
1,756,760
3,614,095
13,766,353

Net foreign currencydenominated liabilities
$184,419 P
=7,918,059
$294,036
*This table excludes derivative transactions disclosed in Note 13.3

=
P12,763,976

$188,967

P
=8,299,517

Liabilities
Accounts payable and accrued
expenses
Short-term notes payable
Long-term debt

The following tables demonstrate the sensitivity to a reasonably possible
change in the PHP to USD exchange rate, with all other variables held
constant, of the Globe Group’s income before tax and equity (due to
changes in the fair value of financial assets and liabilities).
March 31, 2012
Increase/decrease
in Peso to
US Dollar exchange rate
+.40
-.40

Effect on income before
income tax
Effect on equity
Increase (decrease)
Increase (decrease)
(Unaudited and In Thousand Pesos)
(P
= 68,068)
(P
= 2)
68,068
2

March 31, 2011
Increase/decrease
in Peso to
US Dollar exchange rate
+.40
-.40

Effect on income before
income tax
Effect on equity
Increase (decrease)
Increase (decrease)
(Unaudited and In Thousand Pesos)
(P
=116,323)
(P
=14,480)
116,323
14,480
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December 31, 2011
Increase/decrease
in Peso to
US Dollar exchange rate
+.40
-.40

Effect on income before
income tax
Effect on equity
Increase (decrease)
Increase (decrease)
(Audited and In Thousand Pesos)
(P
=74,558)
(P
=12)
74,558
12

The movement on the post-tax effect is a result of a change in the fair
value of derivative financial instruments not designated in a hedging
relationship and monetary assets and liabilities denominated in US
dollars, where the functional currency of the Group is Philippine Peso.
Although the derivatives have not been designated in a hedge
relationship, they act as a commercial hedge and will offset the
underlying transactions when they occur.
The movement on equity arises from changes in the fair value of
derivative financial instruments designated as cash flow hedges.
In addition, the consolidated expected future payments on foreign
currency-denominated purchase orders related to capital projects
amounted to USD196.17 million, USD263.69 million and
USD203.47 million as of March 31, 2012 and 2011, and
December 31, 2011, respectively. The settlement of these liabilities is
dependent on the achievement of project milestones and payment terms
agreed with the suppliers and contractors. On March 31, 2012 and 2011,
and December 31, 2011, foreign exchange exposure assuming a +/-40
centavos, +/- 40 centavos and +/- 40 centavos movement in PHP to USD
rate on commitments amounted to =
P78.47 million, =
P105.47 million and
=
P81.39 million gain or loss, respectively.
The Globe Group’s foreign exchange risk management policy is to
maintain a hedged financial position, after taking into account expected
USD flows from operations and financing transactions. Globe Group
enters into short-term foreign currency forwards and long-term foreign
currency swap contracts in order to achieve this target.
13.2.2 Credit Risk
Applications for postpaid service are subjected to standard credit evaluation and
verification procedures. The Globe Group continuously reviews credit policies and
processes and implements various credit actions, depending on assessed risks, to
minimize credit exposure. Receivable balances of postpaid subscribers are being
monitored on a regular basis and appropriate credit treatments are applied at various
stages of delinquency. Likewise, net receivable balances from carriers of traffic are
also being monitored and subjected to appropriate actions to manage credit risk. The
maximum credit exposure relates to receivables net of any allowances provided.
With respect to credit risk arising from other financial assets of the Globe Group,
which comprise cash and cash equivalents, short-term investments, AFS financial
investments, and certain derivative instruments, the Globe Group’s exposure to
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credit risk arises from the default of the counterparty, with a maximum exposure
equal to the carrying amount of these instruments. The Globe
Group’s investments comprise short-term bank deposits and government securities.
Credit risk from these investments is managed on a Globe Group basis. For its
investments with banks, the Globe Group has a counterparty risk management policy
which allocates investment limits based on counterparty credit rating and credit risk
profile.
The Globe Group makes a quarterly assessment of the credit standing of its
investment counterparties, and allocates investment limits based on size, liquidity,
profitability, and asset quality. For investments in government securities, these are
denominated in local currency and are considered to be relatively risk-free. The
usage of limits is regularly monitored. For its derivative counterparties, the Globe
Group deals only with foreign counterparty banks with investment grade ratings and
large local banks. Credit ratings of derivative counterparties are reviewed quarterly.
Following are the Globe Group exposures with its investment counterparties for cash
and cash equivalents:

Local bank deposits
Onshore foreign bank
Offshore bank deposit
Special deposit account

March 31
2012
2011
(Unaudited)
(Unaudited)
47%
28%
31%
25%
–
–
22%
47%

December 31
2011
(Audited)
53%
40%
7%
–

The Globe Group has not executed any credit guarantees in favor of other parties.
There is also minimal concentration of credit risk within the Globe Group. Credit
exposures from subscribers and carrier partners continue to be managed closely for
possible deterioration. When necessary, credit management measures are proactively
implemented and identified collection risks are being provided for accordingly.
Outstanding credit exposures from financial instruments are monitored daily and
allowable exposures are reviewed quarterly.
The Globe Group’s credit exposures and related allowances for impairment follow:

Subscribers
Traffic settlements - net
Dealers
Others
Less allowance for impairment losses
Subscribers
Traffic settlements and others

March 31
December 31
2012
2011
2011
(Unaudited)
(Unaudited)
(Audited)
(In Thousand Pesos)
P
= 10,316,826
P
=8,297,038
=
P10,245,268
2,308,029
2,068,946
2,291,862
337,112
175,433
677,270
347,090
133,269
285,735
13,309,057
10,674,686
13,500,135
3,258,687
299,230
3,557,917
P
= 9,751,140

2,323,711
315,534
2,639,245
P
=8,035,441

3,131,289
249,341
3,380,630
=
P10,119,505
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The tables below show the aging analysis of the Globe Group’s receivables:
March 31, 2012
Neither Past
Due Nor
Impaired
Wireless receivables:
Consumer
Key corporate accounts
Other corporations and
Small and Medium
Enterprises (SME)

Other receivables
Total

31 to 60
61 to 90
More than
days
days
90 days
(Unaudited and In Thousand Pesos)

Impaired
Financial
Assets

Total

=588,838
P
17,066

P
=727,027
165,728

P
=298,409
225,818

P
=225,494
132,283

P
=583,789
395,805

P
=865,500
112,747

P
=3,289,057
1,049,447

325,211
931,115

329,084
1,221,839

182,816
707,043

75,836
433,613

336,439
1,316,033

272,606
1,250,853

1,521,992
5,860,496

232,041
88,464

252,154
141,994

98,795
257,432

51,254
178,381

52,350
650,150

1,805,561
248,753

2,492,155
1,565,174

63,249
383,754
–

49,961
444,109
23,121

32,011
388,238
–

17,324
246,959
–

24,736
727,236
–

188,599
2,242,913
–

375,880
4,433,209
23,121

1,804,642
215,735
2,020,377
672,465
P
= 4,007,711

–
–
–
–
P
=1,689,069

–
–
–
–
P
=1,095,281

–
–
–
–
P
=680,572

–
–
–
–
P
=2,043,269

Wireline receivables:
Consumer
Key corporate accounts
Other corporations and
SME
Other trade receivables
Traffic receivables:
Foreign
Local

Past Due But Not Impaired
Less than
30 days

185,369
102,283
287,652
11,737
P
=3,793,155

1,990,011
318,018
2,308,029
684,202
P
=13,309,057

Impaired
Financial
Assets

Total

March 31, 2011

Wireless receivables:
Consumer
Key corporate accounts
Other corporations and
Small and Medium
Enterprises (SME)
Wireline receivables:
Consumer
Key corporate accounts
Other corporations and
SME
Other trade receivables
Traffic receivables:
Foreign
Local
Other receivables
Total

Past Due But Not Impaired

Neither Past
Due Nor
Impaired

Less than
30 days

P
=394,251
76,764

P
=510,424
233,309

P
=211,509
101,731

P
=99,977
126,803

P
=308,726
316,877

P
=423,553
71,829

P
=1,948,440
927,313

296,619
767,634

295,949
1,039,682

104,492
417,732

89,592
316,372

362,476
988,079

103,096
598,478

1,252,224
4,127,977

227,860
84,635

277,251
160,119

155,062
221,611

78,184
186,860

84,000
739,736

1,358,640
202,880

2,180,997
1,595,841

67,194
379,689
–

67,799
505,169
3,623

33,978
410,651
11,001

17,951
282,995
–

27,565
851,301
4,810

158,302
1,719,822
–

372,789
4,149,627
19,434

1,671,745
95,655
1,767,400
297,776
=3,212,499
P

–
–
–
–
P
=1,548,474

–
–
–
–
P
=839,384

–
–
–
–
P
=599,367

–
–
–
–
P
=1,844,190

199,601
101,945
301,546
10,926
P
=2,630,772

1,871,346
197,600
2,068,946
308,702
P
=10,674,686

31 to 60
61 to 90
More than
days
days
90 days
(Unaudited and In Thousand Pesos)
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December 31, 2011

Wireless receivables:
Consumer
Key corporate accounts
Other corporations and
SMEs
Wireline receivables:
Consumer
Key corporate accounts
Other corporations and
SME
Other trade receivables
Traffic receivables:
Foreign
Local
Other receivables
Total

Neither Past
Due Nor
Impaired

Less than
30 days

Past Due But Not Impaired
31 to 60
61 to 90
More than
days
days
90 days
(In Thousand Pesos)

Impaired
Financial
Assets

Total

=
P668,475
51,246

=
P651,816
169,990

=
P381,531
201,517

=
P227,761
132,861

=
P538,984
326,724

=
P713,729
81,418

P
=3,182,296
963,756

288,812
1,008,533

254,929
1,076,735

250,509
833,557

137,686
498,308

436,163
1,301,871

161,668
956,815

1,529,767
5,675,819

241,871
70,771

240,349
162,774

117,342
310,188

57,601
205,506

50,462
687,907

1,782,483
214,751

2,490,108
1,651,897

46,243
358,885
–

80,443
483,566
3,986

31,990
459,520
1,940

24,599
287,706
5,553

30,733
769,102
9,278

192,679
2,189,913
–

406,687
4,548,692
20,757

1,890,996
163,068
2,054,064
951,302
=4,372,784
P

–
–
–
–
=1,564,287
P

–
–
–
–
=1,295,017
P

–
–
–
–
=791,567
P

–
–
–
–
=2,080,251
P

165,261
72,537
237,798
11,703
=3,396,229
P

2,056,257
235,605
2,291,862
963,005
=13,500,135
P

Total allowance for impairment losses net of recoveries, amounting to
=
P3,557.92 million, =
P 2,639.24 million and =
P3,380.63 million includes allowance for
impairment arising from collective assessment amounting to =
P309.22 million,
=
P374.57 million and =
P337.65 million as of March 31, 2012 and 2011, and
December 31, 2011, respectively.
The table below provides information regarding the credit risk exposure of the Globe
Group by classifying assets according to the Globe Group’s credit ratings of
receivables. The Globe Group’s credit rating is based on individual borrower
characteristics and their relationship to credit event experiences.
March 31, 2012
Neither past-due nor impaired
High Quality Medium Quality
Low Quality
(Unaudited and In Thousand Pesos)
Wireless receivables:
Consumer
Key corporate accounts
Other corporations and SME
Wireline receivables:
Consumer
Key corporate accounts
Other corporations and SME
Total

Total

P
=339,888
2,448
176,670
519,006

P
=182,303
420
31,731
214,454

P
=66,647
14,198
116,810
197,655

P
=588,838
17,066
325,211
931,115

201,195
85,146
58,150
344,491
P
=863,497

30,844
3,313
4,838
38,995
P
=253,449

2
5
261
268
P
=197,923

232,041
88,464
63,249
383,754
P
=1,314,869
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March 31, 2011
Neither past-due nor impaired
High Quality Medium Quality
Low Quality
(Unaudited and In Thousand Pesos)
Wireless receivables:
Consumer
Key corporate accounts
Other corporations and SME
Wireline receivables:
Consumer
Key corporate accounts
Other corporations and SME
Total

Total

=
P249,358
63,427
121,276
434,061

=
P80,396
10,311
42,245
132,952

=
P64,497
3,026
133,098
200,621

=
P394,251
76,764
296,619
767,634

196,896
80,083
60,084
337,063
=
P771,124

30,964
4,541
6,803
42,308
=
P175,260

–
11
307
318
=
P200,939

227,860
84,635
67,194
379,689
=
P1,147,323

Neither past-due nor impaired
High Quality
Medium Quality
Low Quality
(In Thousand Pesos)

Total

December 31, 2011

Wireless receivables:
Consumer
Key corporate accounts
Other corporations and SME
Wireline receivables:
Consumer
Key corporate accounts
Other corporations and SME
Total

=389,075
P
7,007
156,570
552,652

=188,526
P
1,202
27,688
217,416

212,613
67,753
39,948
320,314
=872,966
P

29,258
3,010
6,120
38,388
=255,804
P

P90,874
=
43,037
104,554
238,465

=668,475
P
51,246
288,812
1,008,533

–
241,871
8
70,771
175
46,243
183
358,885
=238,648 P
P
=1,367,418

High quality accounts are accounts considered to be high value and have consistently
exhibited good paying habits. Medium quality accounts are active accounts with
propensity of deteriorating to mid-range age buckets. These accounts do not flow
through to permanent disconnection status as they generally respond to credit actions
and update their payments accordingly. Low quality accounts are accounts which
have probability of impairment based on historical trend. These accounts show
propensity to default in payment despite regular follow-up actions and extended
payment terms. Impairment losses are also provided for these accounts based on net
flow rate.
Traffic receivables that are neither past due nor impaired are considered to be high
quality given the reciprocal nature of the Globe Group’s interconnect and roaming
partner agreements with the carriers and the Globe Group’s historical collection
experience.
Other receivables are considered high quality accounts as these are substantially
from credit card companies and Globe dealers.
The following is a reconciliation of the changes in the allowance for impairment
losses:
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March 31, 2012
Subscribers

At beginning of year
Charges for the period
Reversals/write offs/
adjustments
At end of period

Other
Traffic
Key corporate corporations Settlements
Consumer
accounts
and SME
and Others
Non-trade
(Unaudited and In Thousand Pesos)
P
=2,433,222
P
=263,464
P
=434,603
P
=249,341
P
=88,356
262,664
29,079
46,389
49,889
13,901

P
=3,468,986
401,922

(158,241)
P
=2,537,645

(208,807)
P
=3,662,101

(20,259)
P
=272,284

(32,234)
P
=448,758

–
P
=299,230

1,927
P
=104,184

Total

March 31, 2011
Subscribers

At beginning of year
Charges for the period
Reversals/write offs/
adjustments
At end of period

Other
Traffic
Key corporate corporations
Settlements
Consumer
accounts
and SME
and Others
Non-trade
(Unaudited and In Thousand Pesos)
=1,677,691
P
=245,622
P
=250,599
P
=279,532
P
=21,045
P
225,051
10,338
26,311
36,002
981

=2,474,489
P
298,683

(81,616)
=1,821,126
P

(111,901)
=2,661,271
P

(22,255)
=233,705
P

(8,030)
=268,880
P

–
=315,534
P

–
=22,026
P

Total

December 31, 2011
Subscribers

At beginning of year
Charges for the year
Reversals/write offs/
adjustments
At end of year

Key corporate
Consumer
accounts
=1,677,691
P
=245,622
P
1,093,575
57,449
(338,044)
=2,433,222
P

(39,607)
=263,464
P

Other
corporations
and SME
=250,599
P
235,782
(51,778)
=434,603
P

Traffic
Settlements
and Others
=279,532
P
84,306
(114,497)
P249,341
=

Non-trade
=21,045
P
102,540
(35,229)
P88,356
=

Total
=2,474,489
P
1,573,652
(579,155)
=3,468,986
P

13.2.3 Liquidity Risk
The Globe Group seeks to manage its liquidity profile to be able to finance capital
expenditures and service maturing debts. To cover its financing requirements, the
Company intends to use internally generated funds and available long-term and
short-term credit facilities. As of March 31, 2012 and 2011, and December 31,
2011, Globe Group has available uncommitted short-term credit facilities of
USD36.00 million and =
P6,870.00 million, USD59.00 million and
=
P9,066.60 million, and USD76.00 million and =
P8,170.00 million, respectively. As
of March 31, 2012 and 2011, and December 31, 2011, Globe Group has available
committed long-term facilities of USD90.00 million, =
P4,200.00 million and
P
=10,000.00 million, respectively, which remain undrawn.
As part of its liquidity risk management, the Globe Group regularly evaluates its
projected and actual cash flows. It also continuously assesses conditions in the
financial markets for opportunities to pursue fund raising activities, in case any
requirements arise. Fund raising activities may include bank loans, export credit
agency facilities and capital market issues.
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The following tables show comparative information about the Globe Group’s financial instruments that are exposed to liquidity risk and interest rate
risk and presented by maturity profile including forecasted interest payments for the next five years:
Long-term Liabilities:
March 31, 2012

Liabilities:
Long-term debt
Fixed rate
Philippine peso
Interest rate
Floating rate
USD notes
Interest rate

2012

2013

2014

P
=32,450
5.97%,
7.4%

P
=3,397,450
5.97%, 7.03%,
7.4%

P
=1,406,300
5.89%, 7.03%,
7.4%, 8.36%

$23,540
6-mo. LIBOR+3.4%
margin; 6-mo.
LIBOR+ 2.65%
margin; 3mo or
6mo LIBOR +.43%
margin (rounded to
the nearest 1/16%);
6mo LIBOR +3%
margin
Philippine peso
P
=1,209,843
Interest rate
PDSTF 3mo + 0.75%
margin; PDSTF3mo +
1.25% margin;
PDSTF3mo + 1%
margin; PDSTF6mo +
1.25% margin

Interest payable*
PHP debt
USD debt

P
= 1,397,343
$1,470

$14,273
$17,710
6-mo. LIBOR+
6-mo. LIBOR+3.4%
3.4% margin; 6-mo.
margin; 6-mo.
LIBOR+2.65% LIBOR+2.65% margin
margin

2016 and
thereafter
2015
(Unaudited and In Thousands)

Total
(in PHP)

P
=6,967,800
5.89%,
8.36%

$–

P
=13,795,100

P
=45,633

$10,830
$10,835
6-mo. LIBOR+ 6-mo. LIBOR+
3.4% margin
3.4% margin

$77,188

–

73,084

3,240,884

3,319,864

–

29,586,029

128,487

29,457,542

29,474,397

$77,188 P
= 43,381,129

P
= 247,204

P
=1,991,100
5.89%, 7.03%,
8.36%

P
=5,747,343
P
=4,603,843
P
=6,025,000
PDSTF 3mo + 0.75% PDSTF 3mo + 0.75% PDSTF 3mo + 0.75%
margin; PDSTF3mo + margin; PDSTF3mo + margin; PDSTF3mo
1.25% margin;
1.25% margin;
+ 0.65% margin
PDSTF3mo + 1%
PDSTF3mo + 1%
margin; PDSTF6mo + margin; PDSTF6mo +
1.25% margin
1.25% margin

P
= 1,825,169
$2,064

P
= 1,402,386
$1,456

*Used month-end USD LIBOR and Philippine Dealing and Exchange Corporation (PDEX) rates.
*Using =
P42.934 - USD exchange rate as of March 31, 2012.

Debt
Issuance Carrying Value
Costs
(in PHP)

Total
(in USD)

P
= 1,145,022
$795

P
=12,000,000
PDSTF 3mo +
0.50% margin;
PDSTF3mo +
0.35% margin

P
= 2,271,810
$342

=
P–
$–

P
= 8,041,730
$6,127

=
P–
$–

Fair Value
(in PHP)

P
=13,749,467 P
=14,854,278

P
= 46,447,893 P
= 47,648,539
=
P–
$–

P
=–
$–
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March 31, 2011
2015 and
thereafter

Total
(in USD)

P
=4,008,900
7.03%,
8.36%

$–

P
=22,933,800

P
=62,780

$71,508
$28,642
$14,273
$17,710
$21,665
6-mo. LIBOR+3.4%
6-mo. LIBOR+ 3.4%
6-mo. LIBOR+3.4% 6-mo. LIBOR+3.4% 6-mo. LIBOR+
margin; 6-mo.
margin; 6-mo. LIBOR+
margin; 6-mo.
margin; 6-mo.
3.4% margin
LIBOR+2.65%
2.65% margin; 3mo or LIBOR+2.65% margin
LIBOR+2.65%
margin; 3mo or 6mo
6mo LIBOR +.43%
margin
LIBOR +.43% margin
margin (rounded to
(rounded to 1/16%);
1/16%); 6mo LIBOR
6mo LIBOR +3%
+3% margin
margin; 1mo or 3mo
or 6mo LIBOR+2%
margin
Philippine peso
P
=681,271
P
=1,322,343
P
=5,747,343
P
=4,603,843
P
=8,825,000
Interest rate
PDSTF 3mo + 0.75%
PDSTF 3mo + 0.75% PDSTF 3mo + 0.75% PDSTF 3mo + 0.75% PDSTF 3mo +
margin; PDSTF3mo +
margin; PDSTF3mo + margin; PDSTF3mo + margin; PDSTF3mo 0.75% margin;
1.25% margin;
1.25% margin;
1.25% margin;
+ 1.25% margin;
PDSTF3mo +
PDSTF3mo + 1% PDSTF3mo + 1% margin;
PDSTF3mo + 1%
PDSTF3mo + 1 0.35% margin
margin; PDSTF6mo +
PDSTF6mo + 1.25% margin; PDSTF6mo +
margin %;
PDSTF3mo +
1.25% margin
margin
1.25% margin PDSTF6mo + 1.25% 0.65% margin
margin

153,798

–

117,096

6,558,945

6,665,367

–

21,179,800

86,094

21,093,706

21,109,923

$153,798

P
=44,113,600

P
=265,970

=
P–
$9,685

P
=5,523,944
$–

=
P–
$–

2011
Liabilities:
Long-term debt
Fixed rate
Philippine peso
Interest rate
Floating rate
USD notes
Interest rate

Interest payable*
PHP debt
USD debt

P
=4,112,450
5.97%, 6.68%,
7.4%

P
=1,515,455
$2,739

2012

P
=7,033,150
5.97%, 7.03%,
7.4%, 7.5%

P
=1,535,563
$2,608

*Used month-end USD LIBOR and PDEX rates.
*Using =
P43.408 - USD exchange rate as of March 31, 2011.

2013

P
=3,397,450
5.97%, 7.03%,
7.4%

P
=1,207,534
$1,920

2014

P
=4,381,850
7.03%, 7.4%,
8%, 8.36%

P
=670,692
$1,356

P
=594,700
$1,062

Debt
Total
(in PHP) Issuance Costs

Carrying Value
(in PHP)

Fair Value
(in PHP)

P
=22,871,020 P
=24,192,369

P
=50,523,671 P
=51,967,659
=
P–
$–

P
=–
$–
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December 31, 2011

Liabilities:
Long-term debt
Fixed rate
Philippine peso
Interest rate
Floating rate
USD notes
Interest rate

Philippine peso
Interest rate

Interest payable*
PHP debt
USD debt

2012

2013

2014

2015

2016 and
thereafter

P
=7,033,150
5.97%, 7.03%, 7.4%,
7.5%

P
=3,397,450
5.97%, 7.03%,
7.4%

P
=4,381,850
7.03%, 7.4%,
8%, 8.36%

P
=1,941,100
7.03%, 8.36%

P
=2,067,800
8.36%

$28,643
$14,273
$17,710
$10,830
Libor 6-mo. plus Libor 6-mo.plus
Libor 6-mo. plus
Libor 6-mo. plus
3.4% margin; Libor 3.4% margin; Libor 3.4% margin; Libor
3.4% margin
6-mo. plus 2.65%
6-mo. plus 2.65%
6-mo. plus 2.65%
margin
margin; 3mo or 6mo
margin
LIBOR + .43%
margin (rounded to
1/16%); 6mo LIBOR
+ 3% margin
P
=1,322,343
P
=5,747,343
P
=4,603,843
P
=6,025,000
PDSTF 3mo + PDSTF 3mo + 0.75% PDSTF 3mo + 0.75%
PDSTF 3mo +
0.75% margin; margin; PDSTF3mo margin; PDSTF3mo +
0.75% margin;
+ 1.25% margin;
PDSTF3mo + 1.25%
1.25% margin; PDSTF-3 month +
margin; PDSTF6mo PDSTF6mo + 1.25% PDSTF6mo + 1.25%
0.65% margin
+ 1.25% margin; margin; PDSTF 3mo margin; PDSTF 3mo +
+ 1% margin
PDSTF 3mo + 1%
1% margin
margin

P
=1,711,349
$2,718

P
=1,376,164
$2,104

*Used month-end USD LIBOR and PDEX rates.
*Using =
P43.92 - USD exchange rate as of December 31, 2011.

P
=813,874
$1,483

P
=525,410
$810

Total
(in USD)

Total
(in PHP)

$–

P
=18,821,350

Debt
Issuance
Costs

P
=38,718

Carrying Value
(in PHP)

Fair Value
(in PHP)

P
=18,782,632

P
=20,270,049

$10,834 82,290
Libor 6-mo.plus
3.4% margin

–

72,474

3,541,621

3,618,373

P
=7,000,000 –
PDSTF 3mo +
0.75% margin;
PDSTF 3mo +
.35% margin

24,698,529

100,836

24,597,693

24,608,340

P
=48,496,762

P
=423,967
$348

$82,290

P
=43,519,879

P
=212,028

P
=46,921,946

$–
$–

P
=4,850,764
$7,463

P
=–
$–

=
P–
$–

=
P–
$–
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The following tables present the maturity profile of the Globe Group’s other liabilities and derivative instruments (undiscounted cash flows including
swap costs payments/receipts except for other long-term liabilities):
March 31, 2012
Other Financial Liabilities:
Less than
On demand

1 year

1 to 2 years

2 to 3 years

3 to 4 years

4 to 5 years

Over 5 years

Total

(Unaudited and In Thousand Pesos)
Accounts payable and accrued expenses*

P
= 139,090

P
= 22,409,226

P
=–

P
=–

P
=–

P
=–

P
=–

P
= 22,548,316

–

4,717,360

–

–

–

–

–

4,717,360
513,839

Notes payable
Liabilities directly associated with the assets
classified as held for sale

–

513,839

–

–

–

–

–

–

–

–

–

–

–

656,652

656,652

P
= 139,090

P
= 27,640,425

P
=–

P
=–

P
=–

P
=–

P
= 656,652

P
= 28,436,167

Other long-term liabilities

*Excludes taxes payable which is not a financial instrument.

Derivative Instruments:
2012
Receive
Projected Swap Coupons*:
Principal Only Swaps
Interest Rate Swaps

2013
Pay

P
=–
222

P
= 220
87,586

Receive

2014
Receive
Pay
(Unaudited and In Thousand Pesos)

Pay

P
=–
1,214

P
=–
65,557

P
=–
–

P
=–
24,771

2015
Receive

Pay

P
=–
10,599

P
=–
–

2016 and beyond
Receive
Pay

P
=–
–

P
=–
–

*Projected USD swap coupons were converted to PHP at the balance sheet date..
2012

Projected Principal Exchanges*:
Principal Only Swaps
Forward Purchase of USD**
Forward Sale of USD**

2013

Receive

Pay

$2,500
$11,703
P
=–

P
= 140,825
P
= 502,997
$–

Receive

$–
–
–

2014
Receive
Pay
(Unaudited and In Thousand Pesos)

Pay

P
=–
–
–

$–
–
–

*Projected principal exchanges represent commitments to purchase USD for payment of USD debts with the same maturities.
**Nondeliverable

P
=–
–
–

2015
Receive

$–
–
–

Pay

P
=–
–
–

2016 and beyond
Receive
Pay

$–
–
–

P
=–
–
–
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March 31, 2011
Other Financial Liabilities:
Less than
On demand

1 year

1 to 2 years

2 to 3 years

3 to 4 years

4 to 5 years

Over 5 years

Total

P
=–

P
=–

P
= 22,571,853
618,134

(Unaudited and In Thousand Pesos)
Accounts payable and accrued expenses*

P
= 440,464

P
= 22,131,389

P
=–

P
=–

P
=–

Liabilities directly associated with the assets
classified as held for sale

–

618,134

–

–

–

–

–

–

–

–

–

–

–

653,337

653,337

P
= 440,464

P
= 22,749,523

P
=–

P
=–

P
=–

P
=–

P
= 653,337

P
= 23,843,324

Other long-term liabilities

*Excludes taxes payable which is not a financial instrument.

Derivative Instruments:
2011

Projected Swap Coupons*:
Principal Only Swaps
Interest Rate Swaps

2012

Receive

Pay

Receive

Pay

P
=–
308

P
=2,757
128,725

P
=–
37,629

P
=2,549
–

2013
Receive
Pay
(Audited and In Thousand Pesos)
P
=–
144,098

P
=–
–

2014
Receive

Pay

P
=–
101,688

P
=–
–

2015 and beyond
Receive
Pay

P
=–
28,811

P
=–
–

*Projected USD swap coupons were converted to PHP at the balance sheet date.
2011
Receive
Projected Principal Exchanges*:
Principal Only Swaps
Forward Purchase of USD**
Forward Sale of USD**

$–
$619
P
=1,583,694

2012
Pay

P
=–
P
=26,921
$36,000

Receive

$2500
–
–

Pay

P
=140,825
–
–

2013
Receive
Pay
(Unaudited and In Thousand Pesos)
$–
–
–

*Projected principal exchanges represent commitments to purchase USD for payment of USD debts with the same maturities.
**Nondeliverable

P
=–
–
–

2014
Receive

$–
–
–

Pay

P
=–
–
–

2015 and beyond
Receive
Pay

$–
–
–

P
=–
–
–
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December 31, 2011
Other Financial Liabilities:
Less than
Accounts payable and accrued expenses*

On demand

1 year

1 to 2 years

2 to 3 years

3 to 4 years

4 to 5 years

Over 5 years

Total

P
=684,963

P
=20,431,535

P
=–

P
=–

P
=–

P
=–

P
=–

P
=21,116,498

–

1,756,760

–

–

–

–

–

1,756,760

Notes Payable
Liabilities directly associated with the assets
classified as held for sale

–

540,206

–

–

–

–

–

540,206

–

–

–

–

–

–

635,122

635,122

P
=684,963

P
=22,728,501

P
=–

P
=–

P
=–

P
=–

P
=635,122

P
=24,048,586

Other long-term liabilities

*Excludes taxes payable which is not a financial instrument.

Derivative Instruments:
2012
Projected Swap Coupons*:
Principal Only Swaps
Interest Rate Swaps

2013

2014

2015

Receive

Pay

Receive

Pay

Receive

Pay

Receive

Pay

P
=–
1,953

=
P1,508
167,387

P
=–
1,485

P
=–
90,036

P
=–
–

P
=–
P2,218

P
=–
P33,517

P
=–
–

2016 and beyond
Receive
Pay
P
=–
–

P
=–
–

*Projected USD swap coupons were converted to PHP at the balance sheet date.

2012
Projected Principal Exchanges*:
Principal Only Swaps

2013

2014

2015

Receive

Pay

Receive

Pay

Receive

Pay

Receive

Pay

$2,500

P
=140,825

$–

P
=–

$–

P
=–

$–

P
=–

*Projected principal exchanges for Principal only swaps represent commitment to purchase USD for payment of USD debt payments with the same maturities.

2016 and beyond
Receive
Pay
$–

=
P–

- 29 13.2.4 Hedging Objectives and Policies
The Globe Group uses a combination of natural hedges and derivative hedging to
manage its foreign exchange exposure. It uses interest rate derivatives to reduce
earnings volatility related to interest rate movements.
It is the Globe Group’s policy to ensure that capabilities exist for active but
conservative management of its foreign exchange and interest rate risks. The
Globe Group does not engage in any speculative derivative transactions.
Authorized derivative instruments include currency forward contracts
(freestanding and embedded), currency swap contracts, interest rate swap
contracts and currency option contracts (freestanding and embedded). Certain
swaps are entered with option combination or structured provisions.
13.3 Derivative Financial Instruments
The Globe Group’s freestanding and embedded derivative financial instruments are
accounted for as hedges or transactions not designated as hedges. The table below sets
out information about the Globe Group’s derivative financial instruments and the related
fair values:
March 31, 2012
USD
Notional
Amount
Derivative instruments designated as hedges:
Cash flow hedges:
Interest rate swaps
Derivative instruments not designated as hedges:
Freestanding:
Nondeliverable forwards*
Interest rate swaps
Principal only currency swaps
Embedded
Currency forwards**
Net

$15,000

PHP
Derivative
Notional
Asset
Derivative
Amount
Liability
(Unaudited and In Thousands)

=6,525,000
P

=
P

11,703
25,625
2,500

40
1,595

10,119

1,487
P3,122
=

=163,212
P

136
32,848
12,823
=209,019
P

* Buy position
** The embedded currency forwards are at a net sell position.

March 31, 2011
USD
Notional
Amount
Derivative instruments designated as hedges:
Cash flow hedges:
Interest rate swaps
Nondeliverable forwards*
Derivative instruments not designated as
hedges:
Freestanding:
Nondeliverable forwards**
Interest rate swaps
Principal only currency swaps
Embedded
Currency forwards***
Net

$73,543
36,000

PHP
Derivative
Notional
Asset
Amount
(Unaudited and In Thousand Pesos)

=6,875,000
P

=295,172
P
14,435

619
5,000
2,500

8
9,952

12,802

1,644
=321,211
P

* Sell position
** Buy position
** *The embedded currency forwards are at a net sell position.

Derivative
Liability

=150,620
P
2,941

35,017
26,805
=215,383
P

- 30 December 31, 2011
USD
Notional
Amount
Derivative instruments designated as
hedges:
Cash flow hedges:
Interest rate swaps
Derivative instruments not designated
as hedges:
Freestanding:
Interest rate swaps
Principal only currency swaps
Embedded
Currency forwards*
Net

PHP
Derivative
Notional
Asset
Amount
(Audited and In Thousands)

Derivative
Liability

$15,000

=6,637,500
P

=–
P

=224,893
P

27,083
2,500

–
–

4,692
–

–
31,610

10,579

–

5,074
P9,766
=

10,114
=266,617
P

*The embedded currency forwards are at a net sell position.

The table below also sets out information about the maturities of Globe Group’s
derivative instruments that were entered into to manage interest and foreign exchange
risks related to the long-term debt and US dollar-based revenues.
March 31, 2012
<1 year >1-<2 years >2-<3 years >3-<4 years >4-<5 years
(Unaudited and In Thousands)
Derivatives:
Principal Only Currency Swaps:
Notional amount
Weighted swap rate
Pay fixed rate
Interest Rate Swaps
Fixed-Floating
Notional USD
Pay-floating rate
Receive-fixed rate
Floating-Fixed
Notional PHP
Notional USD

$2,500

$–

$–

$–

$–

$$2,500
=56.33
P
4.62%

$5,000

$–

$–

$–

$–

$5,000
USD
LIBOR+4.23%
9.75%

=
P450,000
$25,174

P
=2,300,000
$15,451

=
P2,425,000
$–

P
=1,350,000
$–

P
=–
$–

P
=6,525,000
$40,625
3.90% - 4.92% for
PHP; 0.78% 1.78% for USD
USD LIBOR,
3moPDSTF

$11,703

–

–

–

–

$$11,703
=
P42.96 - P
=43.00

Pay fixed rate
Receive-floating rate
Deliverable and Nondeliverable
Forwards
Notional USD
Forward rate

Total

- 31 March 31, 2011
<1 year
Derivatives:
Currency Swaps:
Notional amount
Weighted swap rate
Pay fixed rate
Interest Rate Swaps
Fixed-Floating
Notional USD
Pay-floating rate
Receive-fixed rate
Floating-Fixed
Notional PHP
Notional USD

>1-<2 years

>2-<3 years

>3-<4 years >4-<5 years
(Unaudited and In Thousands)

$–

$2,500

$–

$–

$–

$2,500
P
=56.33
4.62%

$–

$5,000

$–

$–

$–

$5,000
USD
LIBOR+4.23%
9.75%

=
P350,000
$37,918

=
P450,000
$20,174

P
=2,300,000
$15,451

=
P2,425,000
$–

P
=1,350,000
$–

=
P6,875,000
$73,543
3.90% - 4.92% for
PHP; 0.78% 4.69% for USD
USD LIBOR,
3moPDSTF

$36,619

–

–

–

–

$36,619
=
P43.03 - P
=45.21

>2-<3 years

>3-<4 years

>4-<5 years

Total

Pay fixed rate
Receive-floating rate
Nondeliverable Forwards
Notional USD
Forward rate

Total

December 31, 2011
<1 year >1-<2 years
Derivatives:
Principal Only Currency Swaps:
Notional amount
Weighted swap rate
Pay fixed rate
Interest Rate Swaps
Fixed-Floating
Notional USD
Pay-floating rate
Receive-fixed rate
Floating-Fixed
Notional Peso
Notional USD

Pay-fixed rate
Receive-floating rate

$2,500

$–

$–

$–

$–

$2,500
=
P56.33
4.62%

$5,000

$–

$–

$–

$–

$5,000
USD
LIBOR+4.23%
9.75%

=450,000
P
$17,915

=1,875,000
P
$19,168

=2,287,500
P
$–

=2,025,000
P
$–

P–
=
$–

=6,637,500
P
$37,083
3.90% - 4.92% for
PHP; 0.78% 1.78% for USD
USD LIBOR,
3moPDSTF

The Globe Group’s other financial instruments that are exposed to interest rate risk are
cash and cash equivalents. These mature in less than a year and are subject to market
interest rate fluctuations.

- 32 The Globe Group’s other financial instruments which are non-interest bearing and
therefore not subject to interest rate risk are trade and other receivables, accounts payable
and accrued expenses and long-term liabilities.
The subsequent sections will discuss the Globe Group’s derivative financial instruments
according to the type of financial risk being managed and the details of derivative
financial instruments that are categorized into those accounted for as hedges and those
that are not designated as hedges.
13.4 Derivative Instruments Accounted for as Hedges
The following sections discuss in detail the derivative instruments accounted for as cash
flow hedges.
Interest Rate Swaps
As of March 31, 2012 and 2011, and December 31, 2011, the Globe Group has
USD15.00 million, USD73.54 million and USD15.00 million, respectively, in
notional amount of USD interest rate swaps that has been designated as cash flow
hedge of interest rate risk from USD loans. These interest rate swaps effectively
fixed the benchmark rate of the hedged USD loans at 1.01% to 1.78% over the
duration of the agreement, which involves semi-annual or quarterly payment
intervals up to April 2012.
The Globe Group also has PHP interest rate swap contracts with a total notional
amount of =
P6,525.00 million, =
P6,875.00 million and =
P6,637.50 million as of
March 31, 2012 and 2011, and December 31, 2011, respectively, which have been
designated as cash flow hedges of interest rate risk from PHP loans. These interest
rate swaps effectively fixed the benchmark rate of the hedged PHP loans at 3.90% to
4.92% over the duration of the swaps, with quarterly payment intervals up to
September 2015.
As of March 31, 2012 and 2011, and December 31, 2011, the fair value of the
outstanding swaps amounted to =
P163.21 million loss, P
=144.55 million gain and
=
P224.89 million loss, respectively, of which =
P110.01 million, =
P101.19 million and
=
P153.07 million (net of tax), respectively, is reported as “Other reserves” in the
equity section of the condensed consolidated statements of financial position.
Accumulated swap cost as of March 31, 2012 and 2011, and December 31, 2011,
amounted to =
P48.05 million, =
P51.69 million and =
P213.66 million, respectively.
Nondeliverable Forwards
The Globe Group entered into short-term nondeliverable currency forward contracts
to hedge the changes in the cash flows of USD revenues related to changes in
foreign currency exchange rates. These currency forward contracts have a notional
amount of USD36.00 million as of March 31, 2011. There were no outstanding
non-deliverable forward as of March 31, 2012 and December 31, 2011.
The fair value of the outstanding short-term nondeliverable currency forwards as of
March 31, 2011 amounted to =
P11.49 million gain, of which =
P8.05 million (net of
tax), is reported in the equity section of the consolidated statements of financial
position.
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fluctuations on dollar based revenues for the periods ended March 31, 2012 and
2011, and for the year ended December 31, 2011 amounted to nil, =
P0.78 million
loss, and =
P28.27 million gain, respectively. These hedging gains or losses are
reflected under “Service revenues” in the consolidated statements of comprehensive
income.
13.5 Other Derivative Instruments not Designated as Hedges
The Globe Group enters into certain derivatives as economic hedges of certain
underlying exposures. Such derivatives, which include embedded and freestanding
currency forwards, embedded call options, and certain currency and interest rate swaps
with option combination or structured provisions, are not designated as accounting
hedges. The gains or losses on these instruments are accounted for directly in the
consolidated statements of comprehensive income. This section consists of freestanding
derivatives and embedded derivatives found in both financial and nonfinancial contracts.
13.6 Freestanding Derivatives
Freestanding derivatives that are not designated as hedges consist of currency forwards,
options, currency and interest rate swaps entered into by the Globe Group. Fair value
changes on these instruments are accounted for directly in the consolidated statements of
comprehensive income.
Nondeliverable Forwards
As of March 31, 2012 and 2011, the Globe Group has outstanding nondeliverable
currency forward contracts which have a notional amount of USD11.70 million and
USD0.62 million, respectively with maturities until April 2012. These currency
forward contracts have a net fair value loss of P
=0.10 million and gain of
P
=0.01 million as of March 31, 2012 and 2011, respectively. As of
December 31, 2011, the Globe Group has no outstanding nondeliverable currency
forward contracts not designated as hedges.
Interest Rate Swaps
The Globe Group has outstanding interest rate swap contracts with option-like
structures which swap certain fixed and floating USD-denominated loans into
floating and fixed rate with semi-annual payments interval up to July 2013. The
swaps have outstanding notional amount of USD25.63 million, USD5.00 million
and USD27.08 million as of March 31, 2012 and 2011, and December 31, 2011,
respectively.
The fair values on the interest rate swaps as of March 31, 2012 and 2011, and
December 31, 2011 amounted to a net gain of P
=1.60 million, =
P9.95 million and to
P
=4.69 million, respectively.
Principal Only Currency Swaps
The Globe Group also has an outstanding foreign principal only currency swap
agreement with a certain bank, under which it swaps the principal of USDdenominated loans into PHP up to April 2012. Under this contract, swap cost is
payable in semi-annual intervals in USD. The notional of the swap amounted to
USD2.50 million as of March 31, 2012 and 2011, and December 31, 2011. The fair
value losses of the principal only currency swap as of March 31, 2012 and 2011, and
December 31, 2011 amounted to =
P32.85 million, P
=35.02 million and
=
P31.61 million, respectively.
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The Globe Group has instituted a process to identify any derivatives embedded in its
financial or non financial contracts. Based on PAS 39, the Globe Group assesses
whether these derivatives are required to be bifurcated or are exempted based on the
qualifications provided by the said standard. The Globe Group’s embedded derivatives
include embedded currency derivatives noted in non-financial contracts.
Embedded Currency Forwards
As of March 31, 2012 and 2011, and December 31, 2011, the total outstanding
notional amount of currency forwards embedded in nonfinancial contracts amounted
to USD10.12 million, USD12.80 million, and USD10.58 million, respectively. The
nonfinancial contracts consist mainly of foreign currency-denominated purchase
orders with various expected delivery dates and unbilled leaselines receivables and
payables denominated in foreign currency with domestic counterparties. The net
fair value losses of the embedded currency forwards as of March 31, 2012 and 2011,
and
December 31, 2011 amounted to =
P11.34 million, P
=25.16 million and =
P5.04 million,
respectively.
Embedded Currency Options
As of March 31, 2012, the Globe Group does not have an outstanding currency
option embedded in non-financial contracts.
13.8 Fair Value Changes on Derivatives
The net movements in fair value changes of all derivative instruments are as follows:
December 31
2011
2011
(Unaudited)
(Audited)
(In Thousand Pesos)
(P
=225,977)
(P
=225,977)

March 31
2012
(Unaudited)
At beginning of period
Net changes in fair value of derivatives:
Designated as cashflow hedges
Not designated as cashflow hedges
Less fair value of settled instruments
At end of period

(P
= 256,851)
13,634
(11,335)
(254,552)
(48,655)
(P
= 205,897)

269,055
11,150
54,228
(51,600)
=105,828
P

(239,094)
28,261
(436,810)
(179,959)
(P
=256,851)

13.9 Hedge Effectiveness Results
As of March 31, 2012 and 2011, and December 31, 2011, the effective fair value changes
on the Globe Group’s cash flow hedges that were deferred in equity amounted to
=
P110.01 million loss, P
=109.23 million gain and P
=153.07 million loss, net of tax,
respectively. Total ineffectiveness for the periods ended March 31, 2012 and 2011, and
for the year ended December 31, 2011 is immaterial.
The distinction of the results of hedge accounting into “Effective” or “Ineffective”
represent designations based on PAS 39 and are not necessarily reflective of the
economic effectiveness of the instruments.
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The table below presents the carrying value of Globe Group’s financial instruments by
category:
March 31
2012
(Unaudited)
Financial assets:
Financial assets at FVPL:
Derivative assets designated as cash flow hedges
Derivative assets not designated as hedges
AFS investments in equity securities - net
Loans and receivables - net*
Financial liabilities:
Financial liabilities at FVPL:
Derivative liabilities designated as cash flow hedges
Derivative liabilities not designated as hedges
Financial liabilities at amortized cost**

2011
(Unaudited)
(In Thousand Pesos)

December 31
2011
(Audited)

P
=–
3,122
104,898
20,527,637

=309,607
P
11,604
99,392
17,815,938

=–
P
9,766
99,319
18,311,110

163,212
45,807
74,884,060

153,561
61,822
74,366,995

224,893
41,724
70,970,531

* This consists of cash and cash equivalents, short-term investments and long-term investments, receivables, other nontrade
receivables and loans receivables.
**This consists of accounts payable, accrued expenses, accrued project cost, traffic settlement-net, dividends payable, long-term
debt (including current portion) and other long-term liabilities (including current portion).

As of March 31, 2012 and 2011, and December 31, 2011, the Globe Group has no
investments in foreign securities.
13.11 Fair Values of Financial Assets and Financial Liabilities
The table below presents a comparison of the carrying amounts and estimated fair values
of all the Globe Group’s financial instruments as of:
March 31
2012
2011
(Unaudited)
(Unaudited)
Carrying Value
Fair Value Carrying Value
Fair Value
(In Thousand Pesos)
Financial assets:
Cash and cash equivalents
Receivables - net
Derivative assets (including
noncurrent portion)
Other nontrade receivables*
AFS investment in equity
securities
Financial liabilities:
Accounts payable and accrued
expenses **
Derivative liabilities (including
current portion)
Liabilities directly associated
with the assets classified as
held for sale
Notes payable
Long-term debt (including
current portion)
Other long-term liabilities

December 31
2011
(Audited)
Carrying Value
Fair Value

P
= 6,951,642
9,751,140

P
= 6,951,642
9,751,140

P
=7,278,785
8,035,441

=
P7,278,785
8,035,441

P
=5,159,046
10,119,505

P
=5,159,046
10,119,505

3,122
3,824,855

3,122
3,824,855

321,211
2,501,712

321,211
2,501,712

9,766
3,032,559

9,766
3,032,559

104,898

104,898

99,392

99,392

99,319

99,319

22,548,316

22,548,316

22,571,853

22,571,853

21,116,498

21,116,498

209,019

209,019

215,383

215,383

266,617

266,617

513,839
4,717,360

513,839
4,717,360

618,134
–

618,134
–

540,206
1,756,760

540,206
1,756,760

46,447,893
656,652

47,648,539
656,652

50,523,671
653,337

51,967,659
653,337

46,921,946
635,122

48,496,762
635,122

* This consists of loan, accrued interest and miscellaneous receivables included under “Prepayments and other current assets” and
“Other noncurrent assets”.
** This consists of accounts payable, accrued expenses, accrued project cost, traffic settlement-net and dividends payable.
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each class of financial instrument for which it is practicable to estimate such value.
13.11.1 Non-derivative Financial Instruments
The fair values of cash and cash equivalents, AFS investments, subscriber
receivables, traffic settlements receivable, loan receivable, miscellaneous
receivables, accrued interest receivables, accounts payable, accrued expenses
and notes payable are approximately equal to their carrying amounts
considering the short-term maturities of these financial instruments.
The fair value of AFS investments are based on quoted prices. Unquoted AFS
equity securities are carried at cost, subject to impairment.
For variable rate financial instruments that reprice every three months, the
carrying value approximates the fair value because of recent and regular
repricing based on current market rates. For variable rate financial instruments
that reprice every six months, the fair value is determined by discounting the
principal amount plus the next interest payment using the prevailing market
rate for the period up to the next repricing date. The discount rates used range
from 0.21% to 1.09% (for USD floating loans) to 2.75% to 3.71% (for PHP
floating loans). For noninterest bearing obligations, the fair value is estimated
as the present value of all future cash flows discounted using the prevailing
market rate of interest for a similar instrument.
13.11.2. Derivative Instruments
The fair value of freestanding and embedded forward exchange contracts is
calculated by using the interest rate parity concept.
The fair values of interest rate swap and cross currency swap transactions are
determined using valuation techniques with inputs and assumptions that are
based on market observable data and conditions and reflect appropriate risk
adjustments that market participants would make for credit and liquidity risks
existing at the end each of reporting period. The fair value of interest rate swap
transactions is the net present value of the estimated future cash flows. The fair
values of currency and cross currency swap transactions are determined based
on changes in the term structure of interest rates of each currency and the spot
rate.
Embedded currency options are valued using the simple option pricing model
of third party service provider.
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The Group uses the following hierarchy for determining and disclosing the fair
value of financial instruments by valuation technique:
Level 1: quoted (unadjusted) prices in active markets for identical assets or
liabilities
Level 2: other techniques for which all inputs which have a significant effect on
the recorded fair value are observable, either directly or indirectly
Level 3: techniques which use inputs which have a significant effect on the
recorded fair value that are not based on observable market data.
December 31
March 31
2011
2011
2012
(Unaudited)
(Unaudited)
(Audited)
(In Thousand Pesos)
Level 1
AFS investment in equity securities
Level 2
Derivative assets (including noncurrent portion)
Derivative liabilities (including noncurrent portion)

P
=104,898

=99,392
P

=99,319
P

3,122
209,019

321,211
215,383

9,766
266,617

There were no transfers from Level 1 and Level 2 fair value measurements as
of March 31, 2012 and 2011, and December 31, 2011. The Globe Group has
no financial instruments classified under Level 3.

14. Operating Segment Information
The Globe Group’s reportable segments consist of: (1) mobile communications services;
(2) wireline communication services; and (3) others, which the Globe Group operates and
manages as strategic business units and organize by products and services. The Globe Group
presents its various operating segments based on segment net income.
Intersegment transfers or transactions are entered into under the normal commercial terms and
conditions that would also be available to unrelated third parties. Segment revenue, segment
expense and segment result include transfers between business segments. Those transfers are
eliminated in consolidation.
Most of revenues are derived from operations within the Philippines, hence, the Globe Group
does not present geographical information required by PFRS 8, Operating Segments. The
Globe Group does not have a single customer that will meet the 10% reporting criteria.
The Globe Group also presents the different product types that are included in the report that is
regularly reviewed by the chief operating decision maker in assessing the operating segments
performance.
Segment assets and liabilities are not measures used by the chief operating decision maker
since the assets and liabilities are managed on a group basis.
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March 31, 2012
Mobile
Wireline
Communications Communications
Services
Services
Others
(Unaudited and In Thousands Pesos)

Consolidated

REVENUES:
Service revenues
External customers:
Voice
Data
Broadband
Nonservice revenues:
External customers
Segment revenues

P
=8,327,614
8,168,262
–

P
=660,863
996,487
2,017,449

P
=–
75,128
–

P
=8,988,477
9,239,877
2,017,449

960,652
17,456,528

219,221
3,894,020

29,984
105,112

1,209,857
21,455,660

EBITDA
Depreciation and amortization
EBIT

8,112,488
(2,179,397)
5,933,091

546,873
(2,168,011)
(1,621,138)

12,180
(2,948)
9,232

8,671,541
(4,350,356)
4,321,185

NET INCOME (LOSS) BEFORE TAX2
Provision for income tax2
NET INCOME (LOSS)
Other segment information
Intersegment revenues
Subsidy1
Interest income2
Interest expense
Equity in net losses of joint ventures
Impairment losses and others
Capital expenditure

5,454,966
(1,236,104)
P
=4,218,862

(1,691,984)
187,308
(P
= 1,504,676)

7,531
(20,994)
(P
= 13,463)

3,770,513
(1,069,790)
P
=2,700,723

(P
=40,976)
(1,185,011)
85,667
(617,286)
(20,779)
(260,863)
(3,822,029)

(P
=102,025)
37,603
14,548
(23,762)
–
(241,330)
(991,414)

(P
=64,136)
1,175
6
(268)
–
–
(6,768)

(P
= 207,137)
(1,146,233)
100,221
(641,316)
(20,779)
(502,193)
(4,820,211)

6,079,668
(2,883,027)
(949,954)

1,862,207
(698,154)
(1,500,000)

(44,823)
(4,356)
–

7,897,052
(3,585,537)
(2,449,954)

Cash Flows
Net cash provided by (used in):
Operating activities
Investing activities
Financing activities
1
2

Computed as non-service revenues less cost of sales
Net of final taxes

- 39 March 31, 2011
Mobile
Wireline
Communications Communications
Services
Services
Others
(Unaudited and In Thousands Pesos)

Consolidated

REVENUES:
Service revenues
External customers:
Voice
Data
Broadband
Nonservice revenues:
External customers
Segment revenues

=7,789,622
P
7,824,822
–

=744,723
P
949,478
1,787,817

=–
P
12,332
–

P8,534,345
=
8,786,632
1,787,817

807,749
16,422,193

209,729
3,691,747

–
12,332

1,017,478
20,126,272

EBITDA
Depreciation and amortization
EBIT

8,233,726
(2,635,340)
5,598,386

884,673
(1,709,372)
(824,699)

(27,278)
(2,626)
(29,904)

9,091,121
(4,347,338)
4,743,783

NET INCOME (LOSS) BEFORE TAX2
Provision for income tax2
NET INCOME (LOSS)
Other segment information
Intersegment revenues
Subsidy1
Interest income2
Interest expense
Equity in net income of joint ventures
Impairment losses and others
Capital expenditure

5,100,234
(1,224,062)
=3,876,172
P

(800,489)
(52,489)
(P
=852,978)

(29,959)
(1,822)
(P
=31,781)

4,269,786
(1,278,373)
=2,991,413
P

=10,501
P
(384,133)
56,225
(520,757)
1,592
(209,583)
(4,404,172)

(P
=61,735)
(58,889)
17,004
(1,448)
–
(237,333)
(1,060,177)

(P
=26,933)
–
17
–
–
–
(1,237)

(P
=78,167)
(443,022)
73,246
(522,205)
1,592
(446,916)
(5,465,586)

7,556,521
(2,497,623)
(4,625,180)

1,965,202
(983,985)
–

2,425
(1,220)
–

9,524,148
(3,482,828)
(4,625,180)

Cash Flows
Net cash provided by (used in):
Operating activities
Investing activities
Financing activities
1
2

Computed as non-service revenues less cost of sales
Net of final taxes
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Mobile
Communications
Services

Wireline
Communications
Services

Others

Consolidated

REVENUES:
Service revenues
External customers:
Voice
Data
Broadband
Nonservice revenues:
External customers
Segment revenues

=25,704,158
P
28,140,513
–

=2,569,718
P
3,791,928
7,496,503

=–
P
108,481
–

=28,273,876
P
32,040,922
7,496,503

3,028,245
56,872,916

725,038
14,583,187

–
108,481

3,753,283
71,564,584

EBITDA
Depreciation and amortization
EBIT

32,145,366
(11,402,577)
20,742,789

3,056,714
(7,527,599)
(4,470,885)

(87,007)
(11,051)
(98,058)

35,115,073
(18,941,227)
16,173,846

18,634,742
(4,190,298)
=14,444,444
P

(4,478,893)
(34,101)
(P
=4,512,994)

(96,410)
(3,235)
(P
=99,645)

14,059,439
(4,227,634)
=9,831,805
P

=34,747
P
(2,091,403)
172,156
(1,994,371)
(27,345)
(1,068,597)
(13,530,030)

(P
=264,929)
(42,060)
87,532
(65,289)
–
(849,986)
(3,777,427)

(P
=246,673)
(843)
70
–
–
(109,925)

(P
=476,855)
(2,134,306)
259,758
(2,059,660)
(27,345)
(1,918,583)
(17,417,382)

23,605,233
(13,734,642)
(12,520,892)

6,114,936
(4,345,211)
–

206,006
(109,864)
–

29,926,175
(18,189,717)
(12,520,892)

NET INCOME (LOSS)
BEFORE INCOME TAX2
Benefit from (provision for) income tax2
NET INCOME (LOSS)
Other segment information
Intersegment revenues
Subsidy1
Interest income2
Interest expense
Equity in net losses of joint ventures
Impairment losses and others
Capital expenditure
Cash Flows
Net cash provided by (used in):
Operating activities
Investing activities
Financing activities
1
2

Computed as non-service revenues less cost of sales
Net of final taxes

- 41 The reconciliation of the EBITDA to income before income tax presented in the consolidated
statements of comprehensive income is shown below:
March 31
2012
(Unaudited)
EBITDA
Depreciation and amortization
Financing costs
Equity in net losses of joint ventures
Interest income
Gain on disposal of property and
equipment - net
Other items
Income before income tax

2011
(Unaudited)
(In Thousand Pesos)
=
P8,671,541
=
P9,091,121
(4,347,338)
(4,350,356)
(700,539)
(562,745)
(20,779)
1,592
117,319
84,851
11,537
58,888
=
P3,787,611

58,442
(44,532)
=
P4,281,391

December 31
2011
(Audited)
P
=35,115,073
(18,941,227)
(2,579,714)
(27,345)
297,388
319,250
(86,356)
P
=14,097,069

14.1 Mobile Communications Services
This reporting segment is made up of digital cellular telecommunications services that
allow subscribers to make and receive local, domestic long distance and international
long distance calls, international roaming calls and other value added services in any
place within the coverage areas.
14.1.1 Mobile communication voice net service revenues include the following:
a) Monthly service fees on postpaid plans;
b) Charges for intra-network and outbound calls in excess of the consumable
minutes for various Globe Postpaid plans, including currency exchange rate
adjustments (CERA) net of loyalty discounts credited to subscriber billings;
c) Airtime fees for intra network and outbound calls recognized upon the earlier
of actual usage of the airtime value or expiration of the unused value of the
prepaid reload denomination (for Globe Prepaid and TM) which occurs
between 1 and 60 days after activation depending on the prepaid value
reloaded by the subscriber net of (i) bonus credits and (ii) prepaid reload
discounts; and
d) Revenues generated from inbound international and national long distance
calls and international roaming calls.
Revenues from (a) to (d) are net of any settlement payouts to international and
local carriers.
14.1.2 Mobile communication data net service revenues consist of revenues from
value-added services such as inbound and outbound SMS and MMS, content
downloading, browsing and infotext, subscription fees on unlimited and bucket
prepaid SMS services net of any settlement payouts to international and local
carriers and content providers.
14.1.3 Globe Telecom offers its wireless communications services to consumers,
corporate and SME clients through the following three (3) brands: Globe
Postpaid, Globe Prepaid and Touch Mobile.
The Globe Group also provides its subscribers with mobile payment and
remittance services under the GCash brand.
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This reporting segment is made up of fixed line telecommunications services which offer
subscribers local, domestic long distance and international long distance voice services in
addition to broadband and mobile internet services and a number of VAS in various areas
covered by the Certificate of Public Convenience and Necessity (CPCN) granted by the
NTC.
14.2.1 Wireline voice net service revenues consist of the following:
a) Monthly service fees including CERA of voice-only subscriptions;
b) Revenues from local, international and national long distance calls made by
postpaid, prepaid wireline subscribers and payphone customers, as well as
broadband customers who have subscribed to data packages bundled with a
voice service. Revenues are net of prepaid and payphone call card discounts;
c) Revenues from inbound local, international and national long distance calls
from other carriers terminating on our network;
d) Revenues from additional landline features such as caller ID, call waiting, call
forwarding, multi-calling, voice mail, duplex and hotline numbers and other
value-added features; and
e) Installation charges and other one-time fees associated with the establishment
of the service.
Revenues from (a) to (c) are net of any settlement payments to domestic and
international carriers.
14.2.2 Wireline data net service revenues consist of the following:
a) Monthly service fees from international and domestic leased lines. This is net
of any settlement payments to other carriers;
b) Other wholesale transport services;
c) Revenues from value-added services; and
d) One-time connection charges associated with the establishment of service.
14.2.3 Broadband service revenues consist of the following:
a) Monthly service fees on mobile and wired broadband plans and charges for
usage in excess of plan minutes; and
b) Prepaid usage charges consumed by mobile broadband subscribers.
14.2.4 The Globe Group provides wireline voice communications (local, national and
international long distance), data and broadband and data services to consumers,
corporate and SME clients in the Philippines.
Consumers - the Globe Group’s postpaid voice service provides basic
landline services including toll-free NDD calls to other Globe landline
subscribers for a fixed monthly fee. For wired broadband, consumers can
choose between broadband services bundled with a voice line, or a broadband
data-only service. For fixed wireless broadband connection using 3G with
High-Speed Downlink Packet Access (HSDPA) network, the Globe Group
offers broadband packages bundled with voice, or broadband data-only
service. For subscribers who require full mobility, Globe Broadband Tattoo
service come in postpaid and prepaid packages and allow them to access the
internet via 3G with HSDPA, Enhanced Datarate for GSM Evolution

- 43 (EDGE), General Packet Radio Service (GPRS) or WiFi at hotspots located
nationwide.
Corporate/SME clients - for corporate and SME enterprise clients wireline
voice communication needs, the Globe Group offers postpaid service bundles
which come with a business landline and unlimited dial-up internet access.
The Globe Group also provides a full suite of telephony services from basic
direct lines to Integrated Services Digital Network (ISDN) services, 1-800
numbers, International Direct Dialing (IDD) and National Direct Dialing
(NDD) access as well as managed voice solutions such as Voice Over Internet
Protocol (VOIP) and managed Internet Protocol (IP) communications. Valuepriced, high speed data services, wholesale and corporate internet access, data
center services and segment-specific solutions customized to the needs of
vertical industries.
14.3

Others
This reporting segment represents mobile value added data content and application
development services. Revenues principally consist of revenue share with various
carriers on content downloaded by their subscribers and contracted fees for other
application development services provided to various partners.

15. Note to Condensed Consolidated Statements of Cash Flows
The principal noncash transactions are as follows:
March 31
2011
2012
(Unaudited)
(Unaudited)
Increase (decrease) in liabilities related to
the acquisition of property and equipment
Capitalized ARO

=
P957,213
11,929

=
P1,827,443
2,904
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and
Independent Auditors’ Report

SyCip Gorres Velayo & Co.

SyCip Gorres Velayo & Co.
6760 Ayala Avenue
1226 Makati City
Philippines
Phone: (632) 891 0307
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(632) 819 0872
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INDEPENDENT AUDITORS’ REPORT

The Stockholders and the Board of Directors
Globe Telecom, Inc.
5th Floor, Globe Telecom Plaza, Pioneer Highlands
Pioneer corner Madison Streets
Mandaluyong City
We have audited the accompanying consolidated financial statements of Globe Telecom, Inc. and
Subsidiaries, which comprise the consolidated statements of financial position as at
December 31, 2011, 2010 and 2009, and the consolidated statements of comprehensive income,
consolidated statements of changes in equity and consolidated statements of cash flows for the years
then ended, and a summary of significant accounting policies and other explanatory information.
Management’s Responsibility for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Philippine Financial Reporting Standards, and for such internal control
as management determines is necessary to enable the preparation and fair presentation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our
audits. We conducted our audits in accordance with Philippine Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the consolidated financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements.
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-2We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of Globe Telecom, Inc. and Subsidiaries as at December 31, 2011, 2010 and 2009,
and its financial performance and its cash flows for the years then ended in accordance with Philippine
Financial Reporting Standards.
SYCIP GORRES VELAYO & CO.

Gemilo J. San Pedro
Partner
CPA Certificate No. 32614
SEC Accreditation No. 0094-AR-2 (Group A),
February 11, 2010, valid until February 10, 2013
Tax Identification No. 102-096-610
BIR Accreditation No. 08-001998-34-2009,
June 1, 2009, valid until May 31, 2012
PTR No. 3174825, January 2, 2012, Makati City
February 10, 2012
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GLOBE TELECOM, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

ASSETS
Current Assets
Cash and cash equivalents
Short-term investments
Receivables - net
Inventories and supplies
Derivative assets
Prepayments and other current assets - net
Assets classified as held for sale
Noncurrent Assets
Property and equipment - net
Investment property - net
Intangible assets and goodwill - net
Investments in joint ventures
Deferred income tax - net
Other noncurrent assets - net

2011

28, 30
28
4, 28
5
28
6, 28

P
=5,159,046
–
10,119,505
1,911,190
9,766
5,586,419
22,785,926
778,321
23,564,247

=5,868,986
P
–
8,374,123
1,839,333
19,888
4,704,198
20,806,528
778,321
21,584,849

=5,939,927
P
2,784
6,583,228
1,653,750
36,305
4,199,320
18,415,314
–
18,415,314

7
8
9
10
24
11,18

99,267,780
191,645
3,591,514
249,000
765,670
3,209,477
107,275,086
P
=130,839,333

101,837,254
214,192
3,248,376
197,016
670,594
2,875,686
109,043,118
=130,627,967
P

101,693,868
236,739
2,982,856
233,800
742,538
3,338,410
109,228,211
=127,643,525
P

12, 18, 28
14, 28
4
28
24
13

P
=23,042,514
1,756,760
2,474,142
208,247
1,157,927
166,773

=22,115,203
P
–
2,402,749
93,336
1,098,492
224,388

=20,838,681
P
2,000,829
2,981,880
85,867
1,107,721
89,404

14, 28
15, 28

9,597,367
–
38,403,730

8,677,209
–
34,611,377

5,667,965
803,617
33,575,964

25.4

583,365
38,987,095

697,729
35,309,106

–
33,575,964

24
14, 28
28
15, 28

3,929,414
37,324,579
58,370
2,111,719
43,424,082
82,411,177

4,620,490
41,694,261
152,529
1,982,453
48,449,733
83,758,839

4,627,294
39,808,057
6,589
1,916,707
46,358,647
79,934,611

25.4

Total Assets
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable and accrued expenses
Notes payable
Unearned revenues
Derivative liabilities
Income tax payable
Provisions
Current portion of:
Long-term debt
Other long-term liabilities
Liabilities directly associated with the assets
classified as held for sale
Noncurrent Liabilities
Deferred income tax - net
Long-term debt - net of current portion
Derivative liabilities
Other long-term liabilities - net of current portion
Total Liabilities
Equity
Paid-up capital
Cost of share-based payments
Other reserves
Retained earnings
Total Equity
Total Liabilities and Equity

December 31
2010
(In Thousand Pesos)

Notes

17
16, 18
17, 28
17

33,967,476
573,436
(124,902)
14,012,146
48,428,156
P
=130,839,333

33,946,004
544,794
(88,310)
12,466,640
46,869,128
=130,627,967
P

2009

33,912,158
468,367
18,518
13,309,871
47,708,914
=127,643,525
P

See accompanying Notes to Consolidated Financial Statements.

*SGVMC117770*

GLOBE TELECOM, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
Notes
REVENUES
Service revenues
Nonservice revenues
Interest income
Other income - net
Gain on disposal of property
and equipment - net
COSTS AND EXPENSES
General, selling and administrative
Depreciation and amortization
Cost of sales
Financing costs
Impairment losses and others
Equity in net losses of joint ventures

P
=67,811,301
3,753,283
297,388
574,768
72,436,740

=62,554,689
P
2,993,301
218,532
856,941
66,623,463

=62,443,518
P
1,418,614
271,806
1,064,476
65,198,414

7, 29

319,250
72,755,990

32,535
66,655,998

597,786
65,796,200

21
7, 8, 9, 29
5
14, 22, 29
23
10, 29

29,304,463
18,941,227
5,887,589
2,579,714
1,918,583
27,345
58,658,921

26,692,104
18,085,839
4,238,960
2,068,401
1,529,534
2,968
52,617,806

24,496,882
17,388,430
2,947,950
2,182,881
800,346
7,009
47,823,498

14,097,069

14,038,192

17,972,702

3, 16, 29
19, 29
20, 29

INCOME BEFORE INCOME TAX
PROVISION FOR (BENEFIT FROM)
INCOME TAX
Current
Deferred

24

NET INCOME
OTHER COMPREHENSIVE INCOME (LOSS)
Transactions on cash flow hedges - net
Changes in fair value of available-for-sale
investment in equity securities
Exchange differences arising from translations of
foreign investments
Tax effect relating to components of other
comprehensive income

5,049,479
(784,215)
4,265,264

4,187,625
105,933
4,293,558

9,831,805

9,744,634

5,583,809
(179,980)
5,403,829
12,568,873

17

TOTAL COMPREHENSIVE INCOME
Earnings Per Share
Basic
Diluted
Cash dividends declared per common share

Years Ended December 31
2010
2009
2011
(In Thousand Pesos, Except Per Share Figures)

(53,194)

(133,257)

25,040

1,269

20,150

14,553

(625)

(33,698)

24,682

15,958
(36,592)

39,977
(106,828)

(10,375)
53,900

P
=9,795,213

=9,637,806
P

=12,622,773
P

P
=74.02
P
=73.77
P
=62.00

P73.29
=
=73.12
P
=80.00
P

P94.59
=
=94.31
P
=114.00
P

27

17

See accompanying Notes to Consolidated Financial Statements.
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GLOBE TELECOM, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Notes

Capital
Stock
(Note 17)

Cost of
Additional Share-Based
Payments
Paid-in
(Note 16.5)
Capital

Other
Reserves
(Note 17)

Retained
Earnings

Total

For the Year Ended December 31, 2011 (In Thousand Pesos)
As of January 1, 2011
Total comprehensive income (loss) for
the year
Dividends on:
Common stock
Preferred stock
Cost of share-based payments
Collection of subscription receivables
Exercise of stock options
As of December 31, 2011

= 7,409,223
P

P
= 26,536,781

= 544,794
P

–

–

–

–
–
–
776
227
= 7,410,226
P

–
–
–
–
20,469
P
= 26,557,250

(P
= 88,310) P
= 12,466,640
(36,592)

9,831,805

P
= 46,869,128
9,795,213

17.3
18.1
17.2

–
–
49,338
–
(20,696)
= 573,436
P

–
(8,205,605)
(8,205,605)
(80,694)
–
(80,694)
–
49,338
–
–
776
–
–
–
(P
= 124,902) =
P14,012,146 P
= 48,428,156

For the Year Ended December 31, 2010 (In Thousand Pesos)
As of January 1, 2010
Total comprehensive income (loss) for
the year
Dividends on common stock
Cost of share-based payments
Exercise of stock options
As of December 31, 2010

17.3
18.1
17.2

=7,409,079
P

P
=26,503,079

=468,367
P

–
–
–
144
=7,409,223
P

–
–
–
33,702
P
=26,536,781

–
–
104,788
(28,361)
=544,794
P

=18,518
P

P
=13,309,871

P
=47,708,914

9,744,634
9,637,806
(106,828)
– (10,587,865) (10,587,865)
–
–
104,788
–
–
5,485
(P
=88,310) =
P12,466,640 P
=46,869,128

For the Year Ended December 31, 2009 (In Thousand Pesos)
As of January 1, 2009
Total comprehensive income for the year
Dividends on:
Common stock
Preferred stock
Cost of share-based payments
Collection of subscription receivables
Exercise of stock options
As of December 31, 2009

=7,408,075
P
–

P
=26,453,323
–

=386,905
P
–

–
–
–
732
272
=7,409,079
P

–
–
–
–
49,756
P
=26,503,079

–
–
126,437
–
(44,975)
=468,367
P

(P
=35,382) =
P15,878,634
53,900
12,568,873

P
=50,091,555
12,622,773

17.3
18.1
17.2

–
–
–
–
–
=18,518
P

(15,087,144) (15,087,144)
(50,492)
(50,492)
–
126,437
–
732
–
5,053
P
=13,309,871 P
=47,708,914

See accompanying Notes to Consolidated Financial Statements.
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GLOBE TELECOM, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Notes
CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax
Adjustments for:
Depreciation and amortization
Interest expense
Foreign exchange losses (gains) - net
Impairment losses on property and equipment
Cost of share-based payments
Equity in net losses of a joint venture
Dividend income
Provisions for (reversals of) claims and assessments
Loss (gain) on derivative instruments
Interest income
Gain on disposal of property and equipment
Operating income before working capital changes
Changes in operating assets and liabilities:
Decrease (increase) in:
Receivables
Inventories and supplies
Prepayments and other current assets
Increase (decrease) in:
Accounts payable and accrued expenses
Unearned revenues
Other long-term liabilities
Cash generated from operations
Income tax paid
Net cash flows provided by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Additions to:
Property and equipment
Intangible assets
Investment in joint ventures
Proceeds from sale of property and equipment
Decrease (increase) in:
Short-term investments
Other noncurrent assets
Dividend received
Interest received
Net cash flows used in investing activities

2011

P
=14,097,069
7, 8, 9
22
20, 22
23
16, 18
10
23
20, 22
19
7

7,30
9
10

Years Ended December 31
2010
(In Thousand Pesos)
=14,038,192
P

2009

=17,972,702
P

18,941,227
2,059,660
308,650
128,614
49,338
27,345
(503)
(47,916)
(25,495)
(297,388)
(319,250)
34,921,351

18,085,839
1,981,785
(465,373)
63,126
104,788
2,968
(2,366)
138,760
28,295
(218,532)
(32,535)
33,724,947

17,388,430
2,096,945
(286,530)
75,017
126,437
7,009
(592)
(88,047)
46,943
(271,806)
(597,786)
36,468,722

(1,678,456)
(67,358)
(774,230)

(1,932,420)
(185,583)
(438,809)

833,760
(529,428)
754,837

2,142,313
71,393
(180,080)
34,434,933
(4,508,758)
29,926,175

980,104
(579,131)
(314,998)
31,254,110
(4,105,733)
27,148,377

1,635,036
(265,831)
68,345
38,965,441
(5,589,227)
33,376,214

(18,007,055)
(145,208)
(79,010)
180,939

(17,552,246)
(169,329)
–
113,258

(20,988,768)
(99,164)
(141,330)
58,145

–
(399,878)
503
259,992
(18,189,717)

2,784
482,918
2,366
191,436
(16,928,813)

(2,784)
(863,889)
592
208,094
(21,829,104)

(Forward)
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Notes
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from borrowings:
Long-term
Short-term
Repayments of borrowings:
Long-term
Short-term
Payments of dividends to stockholders:
Common
Preferred
Collection of subscriptions receivable and exercise of
stock options
Interest paid
Net cash flows used in financing activities

Years Ended December 31
2010
(In Thousand Pesos)

2009

14
14
17

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS
NET FOREIGN EXCHANGE DIFFERENCE ON
CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT
BEGINNING OF THE YEAR
CASH AND CASH EQUIVALENTS AT
END OF YEAR

2011

28, 30

P
=8,000,000
1,738,600

=14,181,967
P
1,000,000

=18,629,170
P
2,000,000

(11,552,501)
–

(8,986,275)
(3,000,829)

(9,820,330)
(4,001,330)

(8,205,605)
(45,399)

(10,587,865)
(50,492)

(15,087,144)
(60,637)

776
(2,456,763)
(12,520,892)

5,485
(2,734,000)
(10,172,009)

5,785
(3,009,233)
(11,343,719)

(784,434)

47,555

203,391

74,494

(118,496)

(45,688)

5,868,986

5,939,927

5,782,224

P
=5,159,046

=5,868,986
P

=5,939,927
P

See accompanying Notes to Consolidated Financial Statements.
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GLOBE TELECOM, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Corporate Information
Globe Telecom, Inc. (hereafter referred to as “Globe Telecom”) is a stock corporation organized
under the laws of the Philippines, and enfranchised under Republic Act (RA) No. 7229 and its
related laws to render any and all types of domestic and international telecommunications services.
Globe Telecom is one of the leading providers of digital wireless communications services in the
Philippines under the Globe Handyphone (GHP), Touch Mobile (TM) and Tattoo brands using a
fully digital network. It also offers domestic and international long distance communication
services or carrier services. Globe Telecom’s principal executive office is located at 5th Floor,
Globe Telecom Plaza, Pioneer Highlands, Pioneer corner Madison Streets, Mandaluyong City,
Metropolitan Manila, Philippines. Globe Telecom is listed in the Philippine Stock Exchange
(PSE) and has been included in the PSE composite index since September 17, 2001. Major
stockholders of Globe Telecom include Ayala Corporation (AC), Singapore Telecom International
Pte Ltd. (STI) and Asiacom Philippines, Inc. None of these companies exercise control over
Globe Telecom.
Globe Telecom owns 100% of Innove Communications, Inc. (Innove). Innove is a stock
corporation organized under the laws of the Philippines and enfranchised under RA No. 7372 and
its related laws to render any and all types of domestic and international telecommunications
services. Innove holds a license to provide digital wireless communication services in the
Philippines. Innove also offers a broad range of broadband internet and wireline voice and data
communication services, as well as domestic and international long distance communication
services or carrier services. Innove also has a license to establish, install, operate and maintain a
nationwide local exchange carrier (LEC) service, particularly integrated local telephone service
with public payphone facilities and public calling stations, and to render and provide international
and domestic carrier and leased line services.
Globe Telecom owns 100% of G-Xchange, Inc. (GXI). GXI is a stock corporation organized
under the laws of the Philippines and formed for the purpose of developing, designing,
administering, managing and operating software applications and systems, including systems
designed for the operations of bill payment and money remittance, payment and delivery facilities
through various telecommunications systems operated by telecommunications carriers in the
Philippines and throughout the world and to supply software and hardware facilities for such
purposes. GXI is registered with the Bangko Sentral ng Pilipinas (BSP) as a remittance agent and
electronic money issuer. GXI handles the mobile payment and remittance service using Globe
Telecom’s network as transport channel under the GCash brand. The service, which is integrated
into the cellular services of Globe Telecom and Innove, enables easy and convenient person-toperson fund transfers via short messaging services (SMS) and allows Globe Telecom and Innove
subscribers to easily and conveniently put cash into and get cash out of the GCash system.
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-2Globe Telecom acquired 100% of Entertainment Gateway Group Corporation (EGGC) and
EGGstreme (Hong Kong) Limited (EHL) (collectively referred here as “EGG Group”) on
June 26, 2008 (see Note 9). EGG Group is engaged in the development and creation of wireless
products and services accessible through telephones or other forms of communication devices. It
also provides internet and mobile value added services, information technology and technical
services including software development and related services. EGGC is registered with the
Department of Transportation and Communication (DOTC) as a content provider. EHL is in the
process of liquidating its business and is operating in a run-off mode.
Globe Telecom owns 100% of GTI Business Holdings, Inc. (GTI). The primary purpose of this
company is to invest, purchase, subscribe for or otherwise acquire and own, hold, sell or otherwise
dispose of real and personal property of every kind and description, provided that GTI shall not
engage in the business of an open-ended investment company as defined in the Investment
Company Act (Republic Act 2629). GTI was incorporated on November 25, 2008. In July 2009,
GTI incorporated its wholly owned subsidiary, GTI Corporation (GTIC), a company organized
under the General Corporation Law of the State of Delaware for the purpose of engaging in any
lawful act or activity for which corporations may be organized under the Delaware General
Corporation Law. GTIC has started commercial operations on April 1, 2011. In December 2011,
GTI incorporated another wholly owned subsidiary, Globe Telecom HK Limited (GTIC HK), a
limited company organized under the Companies Ordinance (Chapter 32 of the Laws of Hong
Kong). As of December 31, 2011, GTIC HK has not yet started commercial operations.

2. Summary of Significant Accounting Policies
2.1 Basis of Financial Statement Preparation
The accompanying consolidated financial statements of Globe Telecom and its wholly-owned
subsidiaries, collectively referred to as the “Globe Group”, have been prepared under the
historical cost convention method, except for derivative financial instruments and availablefor-sale (AFS) investments that are measured at fair value.
The consolidated financial statements of the Globe Group are presented in Philippine Peso (P
=),
Globe Telecom’s functional currency, and rounded to the nearest thousands except when
otherwise indicated.
On February 10, 2012, the Board of Directors (BOD) approved and authorized the release of
the consolidated financial statements of Globe Telecom, Inc. and Subsidiaries as of and for the
years ended December 31, 2011, 2010 and 2009.
2.2 Statement of Compliance
The consolidated financial statements of the Globe Group have been prepared in compliance
with Philippine Financial Reporting Standards (PFRS).
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-32.3 Basis of Consolidation
The accompanying consolidated financial statements include the accounts of Globe Telecom
and its subsidiaries as of and for the years ended December 31, 2011, 2010 and 2009. The
subsidiaries are as follows:
Name of Subsidiary
Innove
GXI
EGG Group
EGGC

Principal Activity
Place of Incorporation
Philippines
Wireless and wireline voice and data
communication services
Philippines
Software development for
telecommunications applications
and money remittance services
Philippines

EHL

Hong Kong

GTIC

Philippines
United States

GTI

Mobile content and application
development services
Mobile content and application
development services
Investment and holding company
Wireless and data communication
services

Percentage of
Ownership
100%
100%
100%
100%
100%
100%

Subsidiaries are consolidated from the date on which control is transferred to the Globe Group
and cease to be consolidated from the date on which control is transferred out of the Globe
Group. The financial statements of the subsidiaries are prepared for the same reporting year
as Globe Telecom using uniform accounting policies for like transactions and other events in
similar circumstances. All significant intercompany balances and transactions, including
intercompany profits and losses, were eliminated during consolidation in accordance with the
accounting policy on consolidation.
2.4 Changes in Accounting Policies
The accounting policies adopted are consistent with those of the previous financial year,
except for the following new and amended Philippine Accounting Standards (PAS), PFRS and
Philippine Interpretations of International Financial Reporting Interpretations Committee
(IFRIC) effective as of January 1, 2011. Except as otherwise indicated, the adoption of the
new and amended Standards and Interpretations, did not have a significant impact on the
consolidated financial statements.
·

Amendment to PAS 24, Related Party Disclosures
This Amendment clarifies the definition of a related party. The new definitions emphasize
a symmetrical view of related party relationships and clarify the circumstances in which
persons and key management personnel affect related party relationships of an entity.
In addition, the amendment introduces an exemption from the general related party
disclosure requirements for transactions with government and entities that are controlled,
jointly controlled or significantly influenced by the same government as the reporting
entity.
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Amendment to PAS 32, Financial Instruments: Presentation - Classification of Rights
Issues
It amends the definition of a financial liability in order to classify rights issues (and certain
options or warrants) as equity instruments in cases where such rights are given pro rata to
all of the existing owners of the same class of an entity’s non-derivative equity
instruments, in order to acquire a fixed number of the entity’s own equity instruments for
a fixed amount in any currency.

·

Amendment to Philippine Interpretation IFRIC 14, Prepayments of a Minimum Funding
Requirement
This Amendment removes an unintended consequence when an entity is subject to
minimum funding requirements and makes an early payment of contributions to cover
such requirements. The amendment permits a prepayment of future service cost by the
entity to be recognized as a pension asset. The Globe Group is not subject to minimum
funding requirements in the Philippines, therefore, the amendment of the interpretation
has no effect on the financial position nor performance of the Globe Group.

·

Philippine Interpretation IFRIC 19, Extinguishing Financial Liabilities with Equity
Instruments
This Interpretation clarifies that equity instruments issued to a creditor to extinguish a
financial liability qualify as consideration paid. The equity instruments issued are
measured at their fair value. In case that this cannot be reliably measured, the instruments
are measured at the fair value of the liability extinguished. Any gain or loss is recognized
immediately in profit or loss.
Improvements to PFRSs
The omnibus amendments to PFRSs issued in May 2010 were issued primarily with a
view to removing inconsistencies and clarifying wording. There are separate transitional
provisions for each standard. Except otherwise stated, the Globe Group does not expect
the adoption of these new standards to have significant impact on the consolidated
financial statements.
· PFRS 3, Business Combinations (Revised)
This Amendment clarifies that the Amendments to PFRS 7, Financial Instruments:
Disclosures, PAS 32 and PAS 39 that eliminate the exemption for contingent
consideration, do not apply to contingent consideration that arose from business
combinations whose acquisition dates precede the application of PFRS 3 (as revised in
2008).
The measurement options available for non-controlling interest (NCI) were amended.
Only components of NCI that constitute a present ownership interest that entitles their
holder to a proportionate share of the entity’s net assets in the event of liquidation
should be measured at either fair value or at the present ownership instruments’
proportionate share of the acquiree’s identifiable net assets. All other components are
to be measured at their acquisition date fair value.
· PFRS 7, Financial Instruments: Disclosures
This Amendment was intended to simplify the disclosures provided by reducing the
volume of disclosures around collateral held and improving disclosures by requiring
qualitative information to put the quantitative information in context.
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-5· PAS 1, Presentation of Financial Statements
This Amendment clarifies that an entity will present an analysis of other
comprehensive income (OCI) for each component of equity, either in the statement of
changes in equity or in the notes to the financial statements.
· PAS 27, Consolidated and Separate Financial Statements
This Amendment clarifies that the consequential amendments from PAS 27 made to
PAS 21, The Effect of Changes in Foreign Exchange Rates, PAS 28, Investments in
Associates and PAS 31, Interests in Joint Ventures, apply prospectively for annual
periods beginning on or after July 1, 2009 or earlier when PAS 27 is applied earlier.
· PAS 34, Interim Financial Reporting
This Amendment provides guidance to illustrate how to apply disclosure principles in
PAS 34 and add disclosure requirements around:
a) The circumstances likely to affect fair values of financial instruments and their
classification;
b) Transfers of financial instruments between different levels of the fair value
hierarchy;
c) Changes in classification of financial assets; and
d) Changes in contingent liabilities and assets.
· Philippine Interpretation IFRIC 13, Customer Loyalty Programmes
This Amendment clarifies that when the fair value of award credits is measured based
on the value of the awards for which they could be redeemed, the amount of discounts
or incentives otherwise granted to customers not participating in the award credit
scheme, is to be taken into account.
2.5 Future Changes in Accounting Policies
The Globe Group will adopt the following new and amended standards enumerated below
when these become effective. Except as otherwise indicated, the Globe Group does not expect
the adoption of these new and amended PAS and PFRS to have significant impact on the
consolidated financial statements.
Effective 2012
· Amendments to PAS 1, Financial Statement Presentation, Presentation of Items of Other
Comprehensive Income
This Amendment is effective for annual periods beginning on or after July 1, 2012. It
changed the grouping of items presented in OCI. Items that could be reclassified
(or ‘recycled’) to profit or loss at a future point in time (for example, upon derecognition
or settlement) would be presented separately from items that will never be reclassified.
The amendment affects presentation only and will have no impact on the Globe Group’s
financial position or performance.
·

PAS 12, Income Taxes, Deferred Tax: Recovery of Underlying Assets
This Amendment to PAS 12 is effective for annual periods beginning on or after
January 1, 2012. The amendment clarified the determination of deferred tax on
investment property measured at fair value. The amendment introduces a rebuttable
presumption that deferred tax on investment property measured using the fair value model
in PAS 40 should be determined on the basis that its carrying amount will be recovered
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-6through sale. Furthermore, it introduces the requirement that deferred tax on nondepreciable assets that are measured using the revaluation model in PAS 16 always be
measured on a sale basis of the asset.
·

PFRS 7, Financial Instruments: Disclosures – Enhanced Derecognition Disclosure
Requirements
The Amendments to PFRS 7 are effective for annual periods beginning on or after
July 1, 2012. The amendments require additional disclosure about financial assets that
have been transferred but not derecognized to enable the user of the entity’s financial
statements to understand the relationship with those assets that have not been
derecognized and their associated liabilities. In addition, the amendments require
disclosures about continuing involvement in derecognized assets to enable the user to
evaluate the nature of, and risks associated with, the entity’s continuing involvement in
those derecognized assets.

Effective 2013
· PFRS 7, Financial Instruments: Disclosures – Offsetting Financial Assets and Financial
Liabilities
The Amendments to PFRS 7 are to be retrospectively applied for annual periods
beginning on or after January 1, 2013. These Amendments require an entity to disclose
information about rights of set-off and related arrangements (such as collateral
agreements). The new disclosures are required for all recognized financial instruments
that are set off in accordance with PAS 32. These disclosures also apply to recognized
financial instruments that are subject to an enforceable master netting arrangement or
‘similar agreement’, irrespective of whether they are set-off in accordance with PAS 32.
The amendments require entities to disclose, in a tabular format unless another format is
more appropriate, the following minimum quantitative information. This is presented
separately for financial assets and financial liabilities recognized at the end of the
reporting period:
a) The gross amounts of those recognized financial assets and recognized financial
liabilities;
b) The amounts that are set off in accordance with the criteria in PAS 32 when
determining the net amounts presented in the statement of financial position;
c) The net amounts presented in the statement of financial position;
d) The amounts subject to an enforceable master netting arrangement or similar
agreement that are not otherwise included in (b) above, including:
i.
Amounts related to recognized financial instruments that do not meet
some or all of the offsetting criteria in PAS 32; and
ii.
Amounts related to financial collateral (including cash collateral); and
e) The net amount after deducting the amounts in (d) from the amounts in (c) above.
The amendment affects disclosures only and has no impact on the Group’s financial
position or performance.
·

PFRS 10, Consolidated Financial Statements
This Standard becomes effective for annual periods beginning on or after January 1,
2013. PFRS 10 replaces the portion of PAS 27, Consolidated and Separate Financial
Statements, that addresses the accounting for consolidated financial statements. It also
includes the issues raised in Standing Interpretations Committee (SIC)-12, Consolidation
- Special Purpose Entities.
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-7PFRS 10 establishes a single control model that applies to all entities including special
purpose entities. The changes introduced by PFRS 10 will require management to
exercise significant judgment to determine which entities are controlled, and therefore,
are required to be consolidated by a parent, compared with the requirements that were in
PAS 27. The Group is currently assessing the full impact that this standard will have on
the financial position and performance.
·

PFRS 11, Joint Arrangements
This Standard becomes effective for annual periods beginning on or after January 1, 2013.
It replaces PAS 31, Interests in Joint Ventures and SIC-13 Jointly-controlled Entities Non-monetary Contributions by Venturers. It also removes the option to account for
jointly controlled entities (JCEs) using proportionate consolidation. Instead, JCEs that
meet the definition of a joint venture must be accounted for using the equity method.

·

PFRS 12, Disclosure of Involvement with Other Entities
This Standard becomes effective for annual periods beginning on or after January 1, 2013.
It includes all of the disclosures that were previously in PAS 27 related to consolidated
financial statements, as well as all of the disclosures that were previously included in
PAS 31 and PAS 28. These disclosures relate to an entity’s interests in subsidiaries, joint
arrangements, associates and structured entities. A number of new disclosures are also
required.

·

PFRS 13, Fair Value Measurement
This Standard becomes effective for annual periods beginning on or after January 1, 2013.
It establishes a single source of guidance under PFRS for all fair value measurements. It
does not change when an entity is required to use fair value, but rather provides guidance
on how to measure fair value under PFRS when fair value is required or permitted. The
Group is currently assessing the impact that this standard will have on the financial
position and performance.

·

Amendment to PAS 19, Employee Benefits
This Amendment becomes effective for annual periods beginning on or after
January 1, 2013. The Amendment provides changes which range from fundamental
changes such as removing the corridor mechanism and the concept of expected returns on
plan assets to simple clarifications and re-wording. The Group is currently assessing the
full impact of the amendments.

·

PAS 27, Separate Financial Statements (Revised)
This Amendment becomes effective for annual periods beginning on or after
January 1, 2013. As a consequence of the new PFRS 10 and PFRS 12, what remains of
PAS 27 is limited to accounting for subsidiaries, jointly controlled entities, and associates
in separate financial statements.

·

PAS 28, Investments in Associates and Joint Ventures (Revised)
This Amendment becomes effective for annual periods beginning on or after
January 1, 2013. As a consequence of the new PFRS 11 and PFRS 12, PAS 28 has been
renamed PAS 28, Investments in Associates and Joint Ventures, and describes the
application of the equity method to investments in joint ventures in addition to associates.
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-8Effective 2014
· Amendments to PAS 32, Offsetting Financial Assets and Financial Liabilities
These Amendments are to be retrospectively applied for annual periods beginning on or
after January 1, 2014. It clarifies the meaning of “currently has a legally enforceable
right to set-off” and also clarify the application of the PAS 32 offsetting criteria to
settlement systems (such as central clearing house systems) which apply gross settlement
mechanisms that are not simultaneous. The Group is currently assessing the impact of
these amendments.
Effective 2015
· PFRS 9, Financial Instruments: Classification and Measurement
This Standard becomes effective for annual periods beginning on or after
January 1, 2015. The Standard, as issued in 2010, reflects the first phase of the work on
the replacement of PAS 39 and applies to classification and measurement of financial
assets and financial liabilities as defined in PAS 39. In subsequent phases, hedge
accounting and impairment of financial assets will be addressed with the completion of
this project expected in 2012. The adoption of the first phase of PFRS 9 will have an
effect on the classification and measurement of the Group’s financial assets, but will
potentially have no impact on classification and measurements of financial liabilities.
The Group will quantify the effect in conjunction with the other phases, when issued, to
present a comprehensive picture.
2.6 Significant Accounting Policies
2.6.1 Revenue Recognition
The Globe Group provides mobile and wireline voice, data communication and broadband
internet services which are both provided under postpaid and prepaid arrangements.
The Globe Group assesses its revenue arrangements against specific criteria in order to
determine if it is acting as principal or agent (see Note 3.1.5).
Revenue is recognized when the delivery of the products or services has occurred and
collectability is reasonably assured.
Revenue is stated at amounts invoiced and accrued to customers, taking into consideration the
bill cycle cut-off (for postpaid subscribers), the amount charged against preloaded airtime
value (for prepaid subscribers), switch-monitored traffic (for carriers and content providers)
and excludes value-added tax (VAT) and overseas communication tax. Inbound traffic
charges, net of discounts and outbound traffic charges, are accrued based on actual volume of
traffic monitored by Globe Group’s network and in the traffic settlement system.
2.6.1.1 Service Revenues
2.6.1.1.1 Subscribers
Revenues from subscribers principally consist of: (1) fixed monthly service fees for
postpaid wireless, wireline voice, broadband internet, data subscribers and wireless
prepaid subscription fees for promotional offers; (2) usage of airtime and toll fees for
local, domestic and international long distance calls in excess of consumable fixed
monthly service fees, less (a) bonus airtime and short messaging services (SMS) on
free Subscribers’ Identification Module (SIM), and (b) prepaid reload discounts,
(3) revenues from value-added services (VAS) such as SMS in excess of consumable
fixed monthly service fees (for postpaid) and free SMS allocations (for prepaid),
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-9multimedia messaging services (MMS), content and infotext services, net of amounts
settled with carriers owning the network where the outgoing voice call or SMS
terminates and payout to content providers; (4) mobile data services, (5) inbound
revenues from other carriers which terminate their calls to the Globe Group’s network
less discounts; (6) revenues from international roaming services; (7) usage of
broadband and internet services in excess of fixed monthly service fees; and (8) onetime service connection fees (for wireline voice and data subscribers).
Postpaid service arrangements include fixed monthly service fees, which are
recognized over the subscription period on a pro-rata basis. Monthly service fees
billed in advance are initially deferred and recognized as revenues during the period
when earned. Telecommunications services provided to postpaid subscribers are
billed throughout the month according to the bill cycles of subscribers. As a result of
bill cycle cut-off, monthly service revenues earned but not yet billed at the end of the
month are estimated and accrued. These estimates are based on actual usage less
estimated consumable usage using historical ratio of consumable usage over billable
usage.
Proceeds from over-the-air reloading channels and the sale of prepaid cards are
deferred and shown as “Unearned revenues” in the consolidated statements of
financial position. Revenue is recognized upon actual usage of airtime value net of
discounts on promotional calls and net of free airtime value or SMS and bonus
reloads. Unused load value is recognized as revenue upon expiration.
The Globe Group offers loyalty programs which allow its subscribers to accumulate
points when they purchase services from the Globe Group. The points can then be
redeemed for free services, discounts and raffle coupons, subject to a minimum
number of points being obtained. The consideration received or receivable is
allocated between the sale of services and award credits. The portion of the
consideration allocated to the award credits is accounted for as unearned revenues.
This will be recognized as revenue upon the award redemption.
2.6.1.1.2 Traffic
Inbound revenues refer to traffic originating from other telecommunications providers
terminating to the Globe Group’s network, while outbound charges represent traffic
sent out or mobile content delivered using agreed termination rates and/or revenue
sharing with other foreign and local carriers and content providers. Adjustments are
made to the accrued amount for discrepancies between the traffic volume per Globe
Group’s records and per records of the other carriers as these are determined and/or
mutually agreed upon by the parties. Outstanding inbound revenues are shown as
traffic settlements receivable under the “Receivables” account, while unpaid outbound
charges are shown as traffic settlements payable under the “Accounts payable and
accrued expenses” account in the consolidated statements of financial position unless
a legal right of offset exists in which case the net amount is shown either under
“Receivables” or “Accounts payable and accrued expenses” account.

*SGVMC117770*

- 10 2.6.1.2 Nonservice revenues
Proceeds from sale of handsets, devices and accessories, tattoo prepaid kits, SIM packs,
modems and accessories, spare parts and supplies, callcards and others are recognized as
revenue upon delivery of the items and the related cost or net realizable value are
presented as “Cost of sales” in the consolidated statements of comprehensive income.
2.6.1.3 Others
Interest income is recognized as it accrues using the effective interest rate method.
Lease income from operating lease is recognized on a straight-line basis over the lease
term.
Dividend income is recognized when the Globe Group’s right to receive payment is
established.
2.6.2 Subscriber Acquisition and Retention Costs
The related costs incurred in connection with the acquisition of wireless and wireline voice
subscribers are charged against current operations while the related acquisition costs of data
communication and broadband internet subscribers are capitalized. Subscriber acquisition
costs primarily include commissions, handset, phonekit, modems, mobile internet kit
subsidies, device subsidies and selling expenses. Subsidies represent the difference between
the cost of handsets, devices and accessories, tattoo prepaid kits, SIM packs, modems and
accessories, spare parts and supplies, callcards and others (included in the “Cost of sales” and
“Impairment losses and others” account), and the price offered to the subscribers (included in
the “Nonservice revenues” account). The data communication and broadband internet costs
represent the acquisition cost of modems (included in the “Property and Equipment” account)
which are depreciated over a period of two years (included in the “depreciation and
amortization” account). Retention costs for existing postpaid subscribers are in the form of
free handsets, devices and bill credits. Retention costs are charged against current operations
and included under the “General, selling and administrative expenses” account in the
consolidated statements of comprehensive income upon delivery or when there is a contractual
obligation to deliver. Bill credits are deducted from service revenues upon application against
qualifying subscriber bills.
2.6.3 Cash and Cash Equivalents
Cash includes cash on hand and in banks. Cash equivalents are short-term, highly liquid
investments that are readily convertible to known amounts of cash with original maturities of
three months or less from date of placement and that are subject to an insignificant risk of
change in value.
2.6.4

Financial Instruments

2.6.4.1 General
2.6.4.1.1
Initial recognition and fair value measurement
Financial instruments are recognized in the Globe Group’s consolidated statements of
financial position when the Globe Group becomes a party to the contractual
provisions of the instrument. Purchases or sales of financial assets that require
delivery of assets within the time frame established by regulation or convention in the
marketplace are recognized (regular way trades) on the trade date, i.e., the date that
the Globe Group commits to purchase or sell the asset.
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- 11 Financial instruments are recognized initially at fair value. Except for financial
instruments at fair value through profit or loss (FVPL), the initial measurement of
financial assets includes directly attributable transaction costs.
The Globe Group classifies its financial assets into the following categories: financial
assets at FVPL, held-to-maturity (HTM) investments, AFS investments, and loans and
receivables. The Globe Group classifies its financial liabilities into financial liabilities
at FVPL and other financial liabilities. The classification depends on the purpose for
which the investments were acquired and whether they are quoted in an active market.
Management determines the classification of its investments at initial recognition and,
where allowed and appropriate, re-evaluates such designation every reporting date.
The fair value for financial instruments traded in active markets at the end of reporting
date is based on their quoted market price or dealer price quotations (bid price for long
positions and ask price for short positions), without any deduction for transaction
costs. When current bid and ask prices are not available, the price of the most recent
transaction provides evidence of the current fair value as long as there has not been a
significant change in economic circumstances since the time of the transaction.
For all other financial instruments not listed in an active market, the fair value is
determined by using appropriate valuation techniques. Valuation techniques include
net present value techniques, comparison to similar instruments for which market
observable prices exist, option pricing models, and other relevant valuation models.
Any difference noted between the fair value and the transaction price is treated as
expense or income, unless it qualifies for recognition as some type of asset or liability.
Where the transaction price in a non-active market is different from the fair value of
other observable current market transactions in the same instrument or based on a
valuation technique whose variables include only data from observable market, the
Globe Group recognizes the difference between the transaction price and fair value (a
“Day 1” profit or loss) in profit or loss. In cases where no observable data is used, the
difference between the transaction price and model value is only recognized in profit
or loss when the inputs become observable or when the instrument is derecognized.
For each transaction, the Globe Group determines the appropriate method of
recognizing the “Day 1” profit or loss amount.
2.6.4.1.2
Financial assets or financial liabilities at FVPL
This category consists of financial assets or financial liabilities that are held for
trading or designated by management as FVPL on initial recognition. Financial assets
or financial liabilities are classified as held for sale if they are acquired for the purpose
of selling or repurchasing in the near term. Derivatives, including separated
embedded derivatives, are also classified as held for trading unless they are designated
as effective hedging instruments as defined by PAS 39.
Financial assets or financial liabilities at FVPL are recorded in the consolidated
statements of financial position at fair value, with changes in fair value being recorded
in profit or loss. Interest earned or incurred is recorded as “Interest income or
expense”, respectively, while dividend income is recorded when the right of payment
has been established. Both are recorded in profit or loss.
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- 12 Financial assets or financial liabilities are classified in this category as designated by
management on initial recognition when any of the following criteria are met:
·

the designation eliminates or significantly reduces the inconsistent treatment that
would otherwise arise from measuring the assets or liabilities or recognizing gains
or losses on a different basis; or

·

the assets and liabilities are part of a group of financial assets, financial liabilities
or both which are managed and their performance are evaluated on a fair value
basis in accordance with a documented risk management or investment strategy;
or

·

the financial instrument contains an embedded derivative, unless the embedded
derivative does not significantly modify the cash flows or it is clear, with little or
no analysis, that it would not be separately recorded.

The Globe Group evaluates its financial assets held for trading, other than derivatives,
to determine whether the intention to sell them in the near term is still appropriate.
When in rare circumstances the Globe Group is unable to trade these financial assets
due to inactive markets and management’s intention to sell them in the foreseeable
future significantly changes, the Globe Group may elect to reclassify these financial
assets. The reclassification to loans and receivables, available-for-sale or held to
maturity depends on the nature of the asset. This evaluation does not affect any
financial assets designated at fair value through profit or loss using the fair value
option at designation, these instruments cannot be reclassified after initial recognition.
Derivatives embedded in host contracts are accounted for as separate derivatives and
recorded at fair value if their economic characteristics and risks are not closely related
to those of the host contracts and the host contracts are not held for trading or
designated at fair value though profit or loss. These embedded derivatives are
measured at fair value with changes in fair value recognised in profit or loss.
Reassessment only occurs if there is a change in the terms of the contract that
significantly modifies the cash flows that would otherwise be required.
2.6.4.1.3 HTM investments
HTM investments are quoted non-derivative financial assets with fixed or
determinable payments and fixed maturities for which the Globe Group’s
management has the positive intention and ability to hold to maturity. Where the
Globe Group sells other than an insignificant amount of HTM investments, the entire
category would be tainted and reclassified as AFS investments. After initial
measurement, HTM investments are subsequently measured at amortized cost using
the effective interest rate method, less any impairment losses. Amortized cost is
calculated by taking into account any discount or premium on acquisition and fees that
are an integral part of the effective interest rate. Gains and losses are recognized in
profit or loss when the HTM investments are derecognized or impaired, as well as
through the amortization process. The amortization is included in “Interest income”
in the consolidated statements of comprehensive income. The effects of restatement
of foreign currency-denominated HTM investments are recognized in profit or loss.
There are no outstanding HTM investments as of December 31, 2011, 2010 and 2009.

*SGVMC117770*

- 13 2.6.4.1.4 Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They are not entered into with the
intention of immediate or short-term resale and are not classified as financial assets
held for trading, designated as AFS investments or designated at FVPL.
This accounting policy relates to the consolidated statements of financial position
caption “Receivables”, which arise primarily from subscriber and traffic revenues and
other types of receivables, “Short-term investments”, which arise primarily from
unquoted debt securities, and other nontrade receivables included under “Prepayments
and other current assets” and loans receivables included under “Other noncurrent
assets”.
Receivables are recognized initially at fair value, which normally pertains to the
billable amount. After initial measurement, receivables are subsequently measured at
amortized cost using the effective interest rate method, less any allowance for
impairment losses. Amortized cost is calculated by taking into account any discount
or premium on the issue and fees that are an integral part of the effective interest rate.
Penalties, termination fees and surcharges on past due accounts of postpaid
subscribers are recognized as revenues upon collection. The losses arising from
impairment of receivables are recognized in the “Impairment losses and others”
account in the consolidated statements of comprehensive income. The level of
allowance for impairment losses is evaluated by management on the basis of factors
that affect the collectability of accounts (see accounting policy on 2.6.4.2 Impairment
of Financial Assets).
Short-term investments, other nontrade receivables and loans receivable are
recognized initially at fair value, which normally pertains to the consideration paid.
Similar to receivables, subsequent to initial recognition, short-term investments, other
nontrade receivables and loans receivables are measured at amortized cost using the
effective interest rate method, less any allowance for impairment losses.
2.6.4.1.5
AFS investments
AFS investments are those investments which are designated as such or do not qualify
to be classified as designated as at FVPL, HTM investments or loans and receivables.
They are purchased and held indefinitely, and may be sold in response to liquidity
requirements or changes in market conditions. They include equity investments,
money market papers and other debt instruments.
After initial measurement, AFS investments are subsequently measured at fair value.
Interest earned on holding AFS investments are reported as interest income using the
effective interest rate. The unrealized gains and losses arising from the fair value
changes of AFS investments are included in other comprehensive income and are
reported as “Other reserves” (net of tax where applicable) in the equity section of the
consolidated statements of financial position. When the investment is disposed of, the
cumulative gains or losses previously recognized in equity is recognized in profit or
loss.
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- 14 When the fair value of AFS investments cannot be measured reliably because of lack
of reliable estimates of future cash flows and discount rates necessary to calculate the
fair value of unquoted equity instruments, these investments are carried at cost, less
any allowance for impairment losses. Dividends earned on holding AFS investments
are recognized in profit or loss when the right of payment has been established.
The Globe Group evaluates its AFS investments whether the ability and intention to
sell them in the near term is still appropriate. When the Globe Group is unable to
trade the AFS investments due to inactive markets and management intent
significantly changes to do so in the foreseeable future, the Globe Group may elect to
reclassify it to HTM investment or loans and receivables provided they meet certain
criteria set by PAS 39 in rare circumstances.
The losses arising from impairment of such investments are recognized as
“Impairment losses and others” in the consolidated statements of comprehensive
income.
2.6.4.1.6 Other financial liabilities
Issued financial instruments or their components, which are not designated at FVPL
are classified as other financial liabilities where the substance of the contractual
arrangement results in the Globe Group having an obligation either to deliver cash or
another financial asset to the holder, or to satisfy the obligation other than by the
exchange of a fixed amount of cash or another financial asset for a fixed number of
own equity shares. The components of issued financial instruments that contain both
liability and equity elements are accounted for separately, with the equity component
being assigned the residual amount after deducting from the instrument as a whole the
amount separately determined as the fair value of the liability component on the date
of issue. After initial measurement, other financial liabilities are subsequently
measured at amortized cost using the effective interest rate method. Amortized cost is
calculated by taking into account any discount or premium on the issue and fees that
are an integral part of the effective interest rate. Any effects of restatement of foreign
currency-denominated liabilities are recognized in profit or loss.
This accounting policy applies primarily to the Globe Group’s debt, accounts payable
and other obligations that meet the above definition (other than liabilities covered by
other accounting standards, such as income tax payable).
2.6.4.1.7

Derivative Instruments

2.6.4.1.7.1 General
The Globe Group enters into short-term deliverable and nondeliverable currency
forward contracts to manage its currency exchange exposure related to short-term
foreign currency-denominated monetary assets and liabilities and foreign currency
linked revenues.
The Globe Group also enters into long-term currency and interest rate swap
contracts to manage its foreign currency and interest rate exposures arising from
its long-term loan. Such swap contracts are sometimes entered into in
combination with options.
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- 15 2.6.4.1.7.2 Recognition and measurement
Derivative financial instruments are initially recognized at fair value on the date
on which a derivative contract is entered into and are subsequently remeasured at
fair value. Derivatives are carried as financial assets when the fair value is
positive and as financial liabilities when the fair value is negative. The method of
recognizing the resulting gain or loss depends on whether the derivative is
designated as a hedge of an identified risk and qualifies for hedge accounting
treatment. The objective of hedge accounting is to match the impact of the
hedged item and the hedging instrument in profit or loss. To qualify for hedge
accounting, the hedging relationship must comply with strict requirements such as
the designation of the derivative as a hedge of an identified risk exposure, hedge
documentation, probability of occurrence of the forecasted transaction in a cash
flow hedge, assessment (both prospective and retrospective bases) and
measurement of hedge effectiveness, and reliability of the measurement bases of
the derivative instruments.
Upon inception of the hedge, the Globe Group documents the relationship
between the hedging instrument and the hedged item, its risk management
objective and strategy for undertaking various hedge transactions, and the details
of the hedging instrument and the hedged item. The Globe Group also documents
its hedge effectiveness assessment methodology, both at the hedge inception and
on an ongoing basis, as to whether the derivatives that are used in hedging
transactions are highly effective in offsetting changes in fair values or cash flows
of hedged items.
Hedge effectiveness is likewise measured, with any ineffectiveness being reported
immediately in profit or loss.
2.6.4.1.7.3 Types of Hedges
The Globe Group designates derivatives which qualify as accounting hedges as
either: (a) a hedge of the fair value of a recognized fixed rate asset, liability or
unrecognized firm commitment (fair value hedge); or (b) a hedge of the cash flow
variability of recognized floating rate asset and liability or forecasted sales
transaction (cash flow hedge).
Fair Value Hedges
Fair value hedges are hedges of the exposure to variability in the fair value of
recognized assets, liabilities or unrecognized firm commitments. The gain or loss
on a derivative instrument designated and qualifying as a fair value hedge, as well
as the offsetting loss or gain on the hedged item attributable to the hedged risk, are
recognized in profit or loss in the same accounting period. Hedge effectiveness is
determined based on the hedge ratio of the fair value changes of the hedging
instrument and the underlying hedged item. When the hedge ceases to be highly
effective, hedge accounting is discontinued.
As of December 31, 2011, 2010 and 2009, there were no derivatives designated
and accounted for as fair value hedges.
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- 16 Cash Flow Hedges
The Globe Group designates as cash flow hedges the following derivatives:
(a) interest rate swaps as cash flow hedge of the interest rate risk of a floating rate
obligation, and (b) certain foreign exchange forward contracts as cash flow hedge
of expected United States Dollar (USD) revenues.
A cash flow hedge is a hedge of the exposure to variability in future cash flows
related to a recognized asset, liability or a forecasted sales transaction. Changes
in the fair value of a hedging instrument that qualifies as a highly effective cash
flow hedge are recognized in “Other reserves,” which is a component of equity.
Any hedge ineffectiveness is immediately recognized in profit or loss.
If the hedged cash flow results in the recognition of a nonfinancial asset or
liability, gains and losses previously recognized directly in equity are transferred
from equity and included in the initial measurement of the cost or carrying value
of the asset or liability. Otherwise, for all other cash flow hedges, gains and
losses initially recognized in equity are transferred from equity to profit or loss in
the same period or periods during which the hedged forecasted transaction or
recognized asset or liability affect earnings.
Hedge accounting is discontinued prospectively when the hedge ceases to be
highly effective. When hedge accounting is discontinued, the cumulative gains or
losses on the hedging instrument that has been recognized in OCI is retained in
“Other reserves” until the hedged transaction impacts profit or loss. When the
forecasted transaction is no longer expected to occur, any net cumulative gains or
losses previously recognized in “Other reserves” is immediately recycled in profit
or loss.
For cash flow hedges of USD revenues, the effective portion of the hedge
transaction coming from the fair value changes of the currency forwards are
subsequently recycled from equity to profit or loss and is presented as part of the
US dollar-based revenues upon consummation of the transaction or when the
hedge become ineffective.
2.6.4.1.7.4 Other Derivative Instruments Not Accounted for as Accounting
Hedges
Certain freestanding derivative instruments that provide economic hedges under
the Globe Group’s policies either do not qualify for hedge accounting or are not
designated as accounting hedges. Changes in the fair values of derivative
instruments not designated as hedges are recognized immediately in profit or loss.
For bifurcated embedded derivatives in financial and nonfinancial contracts that
are not designated or do not qualify as hedges, changes in the fair values of such
transactions are recognized in profit or loss.
2.6.4.1.8 Offsetting
Financial assets and financial liabilities are offset and the net amount is reported in the
consolidated statements of financial position if, and only if, there is a currently
enforceable legal right to offset the recognized amounts and there is an intention to
settle on a net basis, or to realize the asset and settle the liability simultaneously. This
is not generally the case with master netting agreements; thus, the related assets and
liabilities are presented gross in the consolidated statements of financial position.
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- 17 2.6.4.2 Impairment of Financial Assets
The Globe Group assesses at end of the reporting date whether a financial asset or group
of financial assets is impaired.
2.6.4.2.1
Assets carried at amortized cost
If there is objective evidence that an impairment loss on financial assets carried at
amortized cost (e.g. receivables) has been incurred, the amount of the loss is measured
as the difference between the asset’s carrying amount and the present value of
estimated future cash flows discounted at the asset’s original effective interest rate.
Time value is generally not considered when the effect of discounting is not material.
The carrying amount of the asset is reduced through the use of an allowance account.
The amount of the loss is to be recognized in profit or loss.
The Globe Group first assesses whether objective evidence of impairment exists
individually for financial assets that are individually significant, and individually or
collectively for financial assets that are not individually significant. If it is determined
that no objective evidence of impairment exists for an individually assessed financial
asset, whether significant or not, the asset is included in a group of financial assets
with similar credit risk characteristics and that group of financial assets is collectively
assessed for impairment.
Assets that are individually assessed for impairment and for which an impairment loss
is or continues to be recognized are not included in a collective assessment of
impairment.
If, in a subsequent period, the amount of the impairment loss decreases and the
decrease can be related objectively to an event occurring after the impairment was
recognized, the previously recognized impairment loss is reversed. Any subsequent
reversal of an impairment loss is recognized in profit or loss to the extent that the
carrying value of the asset does not exceed what should have been its amortized cost
at the reversal date.
With respect to receivables, the Globe Group performs a regular review of the age and
status of these accounts, designed to identify accounts with objective evidence of
impairment and provide the appropriate allowance for impairment losses. The review
is accomplished using a combination of specific and collective assessment
approaches, with the impairment losses being determined for each risk grouping
identified by the Globe Group.
2.6.4.2.1.1 Subscribers
Full allowance for impairment losses, net of recoveries, is provided for
receivables from permanently disconnected wireless, wireline and broadband
subscribers. Permanent disconnections are made after a series of collection steps
following nonpayment by postpaid subscribers. Such permanent disconnections
generally occur within a predetermined period from due date.
Impairment losses are applied to active wireless, wireline and broadband accounts
specifically identified to be doubtful of collection where there is information on
financial incapacity after considering the other contractual obligations between
Globe Group and the subscriber. Allowance is applied regardless of age bucket of
identified accounts.

*SGVMC117770*

- 18 Application of impairment losses to receivables net of receivables with applied
specific loss is also determined based on the results of net flow to permanent
disconnection methodology.
For wireless, net flow tables are derived from account-level monitoring of
subscriber accounts between different age brackets depending on the defined
permanent disconnection timeline, from current to 150 days past due and up. The
net flow to permanent disconnection methodology relies on the historical data of
net flow tables to establish a percentage (“net flow rate”) of subscriber receivables
that are current or in any state of delinquency as of reporting date that will
eventually result to permanent disconnection. The allowance for impairment
losses is then computed based on the outstanding balances of the receivables at
the end of reporting date and the net flow rates determined for the current and
each delinquency bucket. Full allowance is provided for receivables of active
consumer accounts in the 150 days past due and up bucket.
For active wireline voice and broadband subscribers, the allowance for
impairment loss is also determined based on the results of net flow rate to
permanent disconnection computed from account-level monitoring of accounts
from current to 90 days past due and up age bucket except for consumer where
impairment rate applied at 90 days past due and up bucket is full allowance net of
average recoveries prior to permanent disconnection.
2.6.4.2.1.2 Traffic
For traffic receivables, impairment losses are made for accounts specifically
identified to be doubtful of collection regardless of the age of the account. For
receivable balances that appear doubtful of collection, allowance is provided after
review of the status of settlement with each carrier and roaming partner, taking
into consideration normal payment cycles, recovery experience and credit history
of the counterparties.
2.6.4.2.1.3 Other receivables
Other receivables from dealers, credit card companies and other parties are
provided with allowance for impairment losses if specifically identified to be
doubtful of collection regardless of the age of the account.
2.6.4.2.2 AFS investments carried at cost
If there is objective evidence that an impairment loss has been incurred on an
unquoted equity instrument that is not carried at fair value because its fair value
cannot be reliably measured, or on a derivative asset that is linked to and must be
settled by delivery of such unquoted equity instrument, the amount of the loss is
measured as the difference between the asset’s carrying amount and the present value
of estimated future cash flows discounted at the current market rate of return for a
similar financial asset. The carrying amount of the asset is reduced through the use of
an allowance account.
2.6.4.2.3 AFS investments carried at fair value
If an AFS investment carried at fair value is impaired, an amount comprising the
difference between its cost (net of any principal repayment and amortization) and its
current fair value, less any impairment loss previously recognized in profit or loss, is
transferred from equity to profit or loss. Reversals of impairment losses in respect of
equity instruments classified as AFS are not recognized in profit or loss. Reversals of
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- 19 impairment losses on debt instruments are made through profit or loss if the increase
in fair value of the instrument can be objectively related to an event occurring after the
impairment loss was recognized in profit or loss.
2.6.4.3 Derecognition of Financial Instruments
2.6.4.3.1 Financial Asset
A financial asset (or, where applicable a part of a financial asset or part of a group of
financial assets) is derecognized where:
·

the rights to receive cash flows from the asset have expired;

·

the Globe Group retains the right to receive cash flows from the asset, but has
assumed an obligation to pay them in full without material delay to a third party
under a “pass-through” arrangement; or

·

the Globe Group has transferred its rights to receive cash flows from the asset and
either (a) has transferred substantially all the risks and rewards of ownership or
(b) has neither transferred nor retained the risk and rewards of the asset but has
transferred the control of the asset.

Where the Globe Group has transferred its rights to receive cash flows from an asset
and has neither transferred nor retained substantially all the risks and rewards of the
asset nor transferred control of the asset, the asset is recognized to the extent of the
Globe Group’s continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying amount of the asset
and the maximum amount of consideration that the Company could be required to
pay.
2.6.4.3.2 Financial Liability
A financial liability is derecognized when the obligation under the liability is
discharged or cancelled or has expired. Where an existing financial liability is
replaced by another from the same lender on substantially different terms, or the terms
of an existing liability are substantially modified, such an exchange or modification is
treated as a derecognition of the original liability and the recognition of a new
liability, and the difference in the respective carrying amounts is recognized in profit
or loss.
2.6.5 Inventories and Supplies
Inventories and supplies are stated at the lower of cost or net realizable value (NRV). NRV
for handsets, modems, devices and accessories is the selling price in the ordinary course of
business less direct costs to sell; while NRV for SIM packs, call cards, spare parts and
supplies consists of the related replacement costs. In determining the NRV, the Globe Group
considers any adjustment necessary for obsolescence, which is generally provided 100% for
non-moving items after a certain period. Cost is determined using the moving average
method.
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- 20 2.6.6 Non-current Assets Held for Sale
Non-current assets classified as held for sale are measured at the lower of carrying amount and
fair value less cost to sell. Non-current assets are classified as held for sale if their carrying
amounts will be recovered through a sale transaction rather than through continuing use. This
condition is regarded as met only when the sale is highly probable and the asset is available
for immediate sale in its present condition.
Events or circumstances may extend the period to complete the sale beyond one year. An
extension of the period required to complete a sale does not preclude an asset from being
classified as held for sale if the delay is caused by events or circumstances beyond the entity's
control and there is sufficient evidence that the entity remains committed to its plan to sell the
asset.
Items of property and equipment and intangible assets once classified as held for sale are not
depreciated/ amortized.
2.6.7 Property and Equipment
Property and equipment, except land, are carried at cost less accumulated depreciation,
amortization and impairment losses. Land is stated at cost less any impairment losses.
The initial cost of an item of property and equipment includes its purchase price and any cost
attributable in bringing the property and equipment to its intended location and working
condition. Cost also includes: (a) interest and other financing charges on borrowed funds
specifically used to finance the acquisition of property and equipment to the extent incurred
during the period of installation and construction; and (b) asset retirement obligations (ARO)
specifically on property and equipment installed/constructed on leased properties.
Subsequent costs are capitalized as part of property and equipment only when it is probable
that future economic benefits associated with the item will flow to the Globe Group and the
cost of the item can be measured reliably. All other repairs and maintenance are charged
against current operations as incurred.
Assets under construction (AUC) are carried at cost and transferred to the related property and
equipment account when the construction or installation, and the related activities necessary to
prepare the property and equipment for their intended use are complete, and the property and
equipment are ready for service.
Depreciation and amortization of property and equipment commences once the property and
equipment are available for use and computed using the straight-line method over the
estimated useful lives (EUL) of the property and equipment.
Leasehold improvements are amortized over the shorter of their EUL or the corresponding
lease terms.
The EUL of property and equipment are reviewed annually based on expected asset utilization
as anchored on business plans and strategies that also consider expected future technological
developments and market behavior to ensure that the period of depreciation and amortization
is consistent with the expected pattern of economic benefits from items of property and
equipment.
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- 21 When property and equipment is retired or otherwise disposed of, the cost and the related
accumulated depreciation, amortization and impairment losses are removed from the accounts.
Any resulting gain or loss is credited to or charged against current operations.
2.6.8 ARO
The Globe Group is legally required under various contracts to restore leased property to its
original condition and to bear the cost of dismantling and deinstallation at the end of the
contract period. The Globe Group recognizes the present value of these obligations and
capitalizes these costs as part of the carrying value of the related property and equipment
accounts, and are depreciated on a straight-line basis over the useful life of the related
property and equipment or the contract period, whichever is shorter.
The amount of ARO is recognized at present value and the related accretion is recognized as
interest expense.
2.6.9 Investment Property
Investment property is initially measured at cost, including transaction costs. Subsequent to
initial recognition, investment property is carried at cost less accumulated depreciation and
any impairment losses.
Expenditures incurred after the investment property has been put in operation, such as repairs
and maintenance costs, are normally charged to profit or loss in the period in which the costs
are incurred.
Depreciation of investment property is computed using the straight-line method over its useful
life, regardless of utilization. The EUL and the depreciation method are reviewed periodically
to ensure that the period and method of depreciation are consistent with the expected pattern
of economic benefits from items of investment properties.
Transfers are made to investment property, when, and only when, there is a change in use,
evidenced by the end of the owner occupation, commencement of an operating lease to
another party or completion of construction or development. Transfers are made from
investment property when, and only when, there is a change in use, evidenced by the
commencement of owner occupation or commencement of development with the intention to
sell.
Investment property is derecognized when it has either been disposed of or permanently
withdrawn from use and no future benefit is expected from its disposal.
Any gain or loss on derecognition of an investment property is recognized in profit or loss in
the period of derecognition.
2.6.10 Intangible Assets
Intangible assets consist of 1) costs incurred to acquire application software (not an integral
part of its related hardware or equipment) and telecommunications equipment software
licenses; and 2) intangible assets identified to exist during the acquisition of EGG Group for
its existing customer contracts. Costs directly associated with the development of identifiable
software that generate expected future benefits to the Globe Group are recognized as
intangible assets. All other costs of developing and maintaining software programs are
recognized as expense when incurred.
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- 22 Subsequent to initial recognition, intangible assets are measured at cost less accumulated
amortization and any impairment losses. The EUL of intangible assets with finite lives are
assessed at the individual asset level. Intangible assets with finite lives are amortized on a
straight-line basis over their useful lives. The periods and method of amortization for
intangible assets with finite useful lives are reviewed annually or more frequently when an
indicator of impairment exists.
A gain or loss arising from derecognition of an intangible asset is measured as the difference
between the net disposal proceeds and the carrying amount of the asset and is recognized in
the consolidated statements of comprehensive income when the asset is derecognized.
2.6.11 Business Combinations and Goodwill
Business combinations are accounted for using the purchase method. The cost of an
acquisition is measured as the aggregate of the consideration transferred, measured at
acquisition date fair value and the amount of any non-controlling interest in the acquiree. For
each business combination, the Globe Group elects whether it measures the non-controlling
interest in the acquiree either at fair value or at the proportionate share of the acquiree’s
identifiable net assets. Acquisition costs incurred are expensed and included in administrative
expenses.
When the Globe Group acquires a business, it assesses the financial assets and liabilities
assumed for appropriate classification and designation in accordance with the contractual
terms, economic circumstances and pertinent conditions as at the acquisition date. This
includes the separation of embedded derivatives in host contracts by the acquiree.
If the business combination is achieved in stages, the acquisition date fair value of the
acquirer’s previously held equity interest in the acquiree is remeasured to fair value at the
acquisition date through profit or loss. Any contingent consideration to be transferred by the
acquirer will be recognized at fair value at the acquisition date. Subsequent changes to the fair
value of the contingent consideration that is deemed to be an asset or liability will be
recognised in accordance with PAS 39 either in profit or loss or as a change to OCI. If the
contingent consideration is classified as equity, it will not be remeasured. Subsequent
settlement is accounted for within equity. In instances where the contingent consideration
does not fall within the scope of PAS 39, it is measured in accordance with the appropriate
PFRS.
Goodwill is initially measured at cost, being the excess of the aggregate of the consideration
transferred and the amount recognized for non-controlling interest over the net identifiable
assets acquired and liabilities assumed. If this consideration is lower than the fair value of the
net assets of the subsidiary acquired, the difference is recognized in profit or loss.
After initial recognition, goodwill is measured at cost less any accumulated impairment losses.
For the purpose of impairment testing, goodwill acquired in a business combination is, from
the acquisition date, allocated to each of the Globe Group’s cash-generating units (CGUs) that
are expected to benefit from the combination, irrespective of whether other assets or liabilities
of the acquiree are assigned to those units.
Where goodwill forms part of a CGU and part of the operation within that unit is disposed of,
the goodwill associated with the operation disposed of is included in the carrying amount of
the operation when determining the gain or loss on disposal of the operation. Goodwill
disposed of in this circumstance is measured based on the relative values of the operation
disposed of and the portion of the CGU retained.
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- 23 2.6.12 Investments in Joint Ventures
Investments in joint ventures (JV) classified as jointly controlled entities, are accounted for
under the equity method, less any impairment losses. A JV is an entity, not being a subsidiary
nor an associate, in which the Globe Group exercises joint control together with one or more
venturers.
Under the equity method, the investments in JV are carried in the consolidated statements of
financial position at cost plus post-acquisition changes in the Globe Group’s share in net
assets of the JV, less any allowance for impairment losses. The profit or loss includes Globe
Group’s share in the results of operations of its JV. Where there has been a change recognized
directly in the JV’s equity, the Globe Group recognizes its share of any changes and discloses
this, when applicable, in other OCI.
2.6.13 Impairment of Nonfinancial Assets
For nonfinancial assets, excluding goodwill, an assessment is made at the end of the reporting
date to determine whether there is any indication that an asset may be impaired, or whether
there is any indication that an impairment loss previously recognized for an asset in prior
periods may no longer exist or may have decreased. If any such indication exists and when
the carrying value of an asset exceeds its estimated recoverable amount, the asset or CGU to
which the asset belongs is written down to its recoverable amount. The recoverable amount of
an asset is the greater of its net selling price and value in use. Recoverable amounts are
estimated for individual assets or investments or, if it is not possible, for the CGU to which the
asset belongs. For impairment loss on specific assets or investments, the recoverable amount
represents the net selling price.
In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of
money and the risks specific to the asset.
An impairment loss is recognized only if the carrying amount of an asset exceeds its
recoverable amount. An impairment loss is charged against operations in the year in which it
arises. A previously recognized impairment loss is reversed only if there has been a change in
estimate used to determine the recoverable amount of an asset, however, not to an amount
higher than the carrying amount that would have been determined (net of any accumulated
depreciation and amortization for property and equipment, investment property and intangible
assets) had no impairment loss been recognized for the asset in prior years. A reversal of an
impairment loss is credited to current operations.
For assessing impairment of goodwill, a test for impairment is performed annually and when
circumstances indicate that the carrying value may be impaired. Impairment is determined for
goodwill by assessing the recoverable amount of each CGU (or group of CGUs) to which the
goodwill relates. Where the recoverable amount of the CGU is less than their carrying
amount, an impairment loss is recognized. Impairment losses relating to goodwill cannot be
reversed in future periods.
2.6.14 Income Tax
2.6.14.1 Current Tax
Current tax assets and liabilities for the current and prior periods are measured at the
amount expected to be recovered from or paid to the tax authority. The tax rates and tax
laws used to compute the amount are those that are enacted or substantively enacted as at
the end of the reporting date.
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- 24 2.6.14.2
Deferred Income Tax
Deferred income tax is provided using the balance sheet liability method on all temporary
differences, with certain exceptions, at the end of the reporting date between the tax bases
of assets and liabilities and their carrying amounts for financial reporting purposes.
Deferred income tax liabilities are recognized for all taxable temporary differences, with
certain exceptions. Deferred income tax assets are recognized for all deductible
temporary differences, with certain exceptions, and carryforward benefits of unused tax
credits from excess minimum corporate income tax (MCIT) over regular corporate income
tax (RCIT) and net operating loss carryover (NOLCO) to the extent that it is probable that
taxable income will be available against which the deductible temporary differences and
the carryforward benefits of unused MCIT and NOLCO can be used.
Deferred income tax is not recognized when it arises from the initial recognition of an
asset or liability in a transaction that is not a business combination and, at the time of
transaction, affects neither the accounting income nor taxable income or loss. Deferred
income tax liabilities are not provided on nontaxable temporary differences associated
with investments in JV.
Deferred income tax relating to items recognized directly in equity or OCI is included in
the related equity or OCI account and not in profit or loss.
The carrying amounts of deferred income tax assets are reviewed every end of reporting
date and reduced to the extent that it is no longer probable that sufficient taxable income
will be available to allow all or part of the deferred income tax assets to be utilized.
Deferred income tax assets and liabilities are offset, if a legally enforceable right exists to
set off current income tax assets against current income tax liabilities and the deferred
income taxes relate to the same taxable entity and the same taxation authority.
Deferred income tax assets and liabilities are measured at the tax rates that are expected to
apply in the year when the assets are realized or the liabilities are settled based on tax rates
(and tax laws) that have been enacted or substantively enacted as at the end of the
reporting date.
Movements in the deferred income tax assets and liabilities arising from changes in tax
rates are charged or credited to income for the period.
2.6.15 Provisions
Provisions are recognized when: (a) the Globe Group has a present obligation (legal or
constructive) as a result of a past event; (b) it is probable (i.e., more likely than not) that an
outflow of resources embodying economic benefits will be required to settle the obligation;
and (c) a reliable estimate can be made of the amount of the obligation. Provisions are
reviewed every end of the reporting period and adjusted to reflect the current best estimate. If
the effect of the time value of money is material, provisions are determined by discounting the
expected future cash flows at a pre-tax rate that reflects current market assessment of the time
value of money and, where appropriate, the risks specific to the liability. Where discounting
is used, the increase in the provision due to the passage of time is recognized as interest
expense under “Financing costs” in consolidated statements of comprehensive income.
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- 25 2.6.16 Share-based Payment Transactions
Certain employees (including directors) of the Globe Group receive remuneration in the form
of share-based payment transactions, whereby employees render services in exchange for
shares or rights over shares (“equity-settled transactions”) (see Note 18).
The cost of equity-settled transactions with employees is measured by reference to the fair
value at the date at which they are granted. In valuing equity-settled transactions, vesting
conditions, including performance conditions, other than market conditions (conditions linked
to share prices), shall not be taken into account when estimating the fair value of the shares or
share options at the measurement date. Instead, vesting conditions are taken into account in
estimating the number of equity instruments that will vest.
The cost of equity-settled transactions is recognized in profit or loss, together with a
corresponding increase in equity, over the period in which the service conditions are fulfilled,
ending on the date on which the relevant employees become fully entitled to the award
(‘vesting date’). The cumulative expense recognized for equity-settled transactions at each
reporting date until the vesting date reflects the extent to which the vesting period has expired
and the number of awards that, in the opinion of the management of the Globe Group at that
date, based on the best available estimate of the number of equity instruments, will ultimately
vest.
No expense is recognized for awards that do not ultimately vest, except for awards where
vesting is conditional upon a market condition, which are treated as vesting irrespective of
whether or not the market condition is satisfied, provided that all other performance conditions
are satisfied.
Where the terms of an equity-settled award are modified, as a minimum, an expense is
recognized as if the terms had not been modified. In addition, an expense is recognized for
any increase in the value of the transaction as a result of the modification, measured at the date
of modification.
Where an equity-settled award is cancelled, it is treated as if it had vested on the date of
cancellation, and any expense not yet recognized for the award is recognized immediately.
However, if a new award is substituted for the cancelled award, and designated as a
replacement award on the date that it is granted, the cancelled and new awards are treated as if
they were a modification of the original award, as described in the previous paragraph. The
dilutive effect of outstanding options is reflected as additional share dilution in the
computation of earnings per share (EPS) (see Note 27).
2.6.17 Capital Stock
Capital stock is recognized as issued when the stock is paid for or subscribed under a binding
subscription agreement and is measured at par value. The transaction costs incurred as a
necessary part of completing an equity transaction are accounted for as part of that transaction
and are deducted from equity.
2.6.18 Additional Paid-in Capital
Additional paid-in capital includes any premium received in excess of par value on the
issuance of capital stock.
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- 26 2.6.19 Treasury Stock
Treasury stock is recorded at cost and is presented as a deduction from equity. When the
shares are retired, the capital stock account is reduced by its par value and the excess of cost
over par value upon retirement is debited to additional paid-in capital to the extent of the
specific or average additional paid-in capital when the shares were issued and to retained
earnings for the remaining balance.
2.6.20 Other Comprehensive Income
OCI are items of income and expense that are not recognized in the profit or loss for the year
in accordance with PFRS.
2.6.21 Pension Cost
Pension cost is actuarially determined using the projected unit credit method. This method
reflects services rendered by employees up to the date of valuation and incorporates
assumptions concerning employees’ projected salaries. Actuarial valuations are conducted
with sufficient regularity, with option to accelerate when significant changes to underlying
assumptions occur. Pension cost includes current service cost, interest cost, expected return
on any plan assets, actuarial gains and losses and the effect of any curtailment or settlement.
The net pension asset recognized by the Globe Group in respect of the defined benefit pension
plan is the lower of: (a) the fair value of the plan assets less the present value of the defined
benefit obligation at the end of the reporting period, together with adjustments for
unrecognized actuarial gains or losses that shall be recognized in later periods; or (b) the total
of any cumulative unrecognized net actuarial losses and past service cost and the present value
of any economic benefits available in the form of refunds from the plan or reductions in future
contributions to the plan. The defined benefit obligation is calculated annually by an
independent actuary using the projected unit credit method. The present value of the defined
benefit obligation is determined by applying a single weighted average discount rate that
reflects the estimated timing and amount of benefit payments.
A portion of actuarial gains and losses is recognized as income or expense if the cumulative
unrecognized actuarial gains and losses at the end of the previous reporting period exceeded
the greater of 10% of the present value of defined benefit obligation or 10% of the fair value
of plan assets. These gains and losses are recognized over the expected average remaining
working lives of the employees participating in the plan.
2.6.22 Borrowing Costs
Borrowing costs are capitalized if these are directly attributable to the acquisition, construction
or production of a qualifying asset. Capitalization of borrowing costs commences when the
activities for the asset’s intended use are in progress and expenditures and borrowing costs are
being incurred. Borrowing costs are capitalized until the assets are ready for their intended
use. These costs are amortized using the straight-line method over the EUL of the related
property and equipment. If the resulting carrying amount of the asset exceeds its recoverable
amount, an impairment loss is recognized. Borrowing costs include interest charges and other
related financing charges incurred in connection with the borrowing of funds, as well as
exchange differences arising from foreign currency borrowings used to finance these projects
to the extent that they are regarded as an adjustment to interest costs. Premiums on long-term
debt are included under the “Long-term debt” account in the consolidated statements of
financial position and are amortized using the effective interest rate method.
Other borrowing costs are recognized as expense in the period in which these are incurred.
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- 27 2.6.23 Leases
The determination of whether an arrangement is, or contains a lease, is based on the substance
of the arrangement and requires an assessment of whether the fulfillment of the arrangement is
dependent on the use of a specific asset or assets and the arrangement conveys a right to use
the asset. A reassessment is made after inception of the lease only if one of the following
applies:
·
·
·
·

there is a change in contractual terms, other than a renewal or extension of the
arrangement;
a renewal option is exercised or an extension granted, unless that term of the renewal or
extension was initially included in the lease term;
there is a change in the determination of whether fulfillment is dependent on a specified
asset; or
there is a substantial change to the asset.

Where a reassessment is made, lease accounting shall commence or cease from the date when
the change in circumstances gave rise to the reassessment for any of the scenarios above, and
at the date of renewal or extension period for the second scenario.
2.6.23.1 Group as Lessee
Finance leases, which transfer to the Globe Group substantially all the risks and
benefits incidental to ownership of the leased item, are capitalized at the inception of
the lease at the fair value of the leased property or, if lower, at the present value of the
minimum lease payments and included in the “Property and equipment” account with
the corresponding liability to the lessor included in the “Other long-term liabilities”
account in the consolidated statements of financial position. Lease payments are
apportioned between the finance charges and reduction of the lease liability so as to
achieve a constant rate of interest on the remaining balance of the liability. Finance
charges are charged directly as “Interest expense” in the consolidated statements of
comprehensive income.
Capitalized leased assets are depreciated over the shorter of the EUL of the assets and
the respective lease terms.
Leases where the lessor retains substantially all the risks and benefits of ownership of
the asset are classified as operating leases. Operating lease payments are recognized
as an expense in profit or loss on a straight-line basis over the lease term.
2.6.23.2 Group as Lessor
Finance leases, where the Globe Group transfers substantially all the risk and benefits
incidental to ownership of the leased item to the lessee, are included in the
consolidated statements of financial position under “Prepayments and other current
assets” account. A lease receivable is recognized equivalent to the net investment
(asset cost) in the lease. All income resulting from the receivable is included in the
“Interest income” account in the consolidated statements of comprehensive income.
Leases where the Globe Group does not transfer substantially all the risk and benefits
of ownership of the assets are classified as operating leases. Initial direct costs
incurred in negotiating operating leases are added to the carrying amount of the leased
asset and recognized over the lease term on the same basis as the rental income.
Contingent rents are recognized as revenue in the period in which they are earned.
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- 28 2.6.24 General, Selling and Administrative Expenses
General, selling and administrative expenses, except for rent, are charged against current
operations as incurred (see Note 2.6.23.1).
2.6.25 Foreign Currency Transactions
The functional and presentation currency of the Globe Group is the Philippine Peso, except for
EHL and GTIC HK whose functional currency is the Hong Kong Dollar (HKD) and GTIC US
whose functional currency is the United States Dollar (USD). Transactions in foreign
currencies are initially recorded at the functional currency rate prevailing at the date of the
transaction. Outstanding monetary assets and liabilities denominated in foreign currencies are
retranslated at the functional currency rate of exchange ruling at the end of reporting period.
Nonmonetary items that are measured in terms of historical cost in a foreign currency are
translated using the exchange rate as at the date of the initial transaction and are not
subsequently restated. Nonmonetary items measured at fair value in a foreign currency are
translated using the exchange rate at the date when the fair value was determined. All foreign
exchange differences are taken to profit or loss, except where it relates to equity securities
where gains or losses are recognized directly in other OCI.
As at the reporting date, the assets and liabilities of EHL, GTIC US and HK are translated into
the presentation currency of the Globe Group at the rate of exchange prevailing at the end of
reporting period and its profit or loss is translated at the monthly weighted average exchange
rates during the year. The exchange differences arising on the translation are taken directly to
a separate component of equity under “Other reserves” account. Upon disposal of EHL, GTIC
US and HK, the cumulative translation adjustments shall be recognized in profit or loss.
2.6.26 EPS
Basic EPS is computed by dividing net income attributable to common stock by the weighted
average number of common shares outstanding, after giving retroactive effect for any stock
dividends, stock splits or reverse stock splits during the period.
Diluted EPS is computed by dividing net income by the weighted average number of common
shares outstanding during the period, after giving retroactive effect for any stock dividends,
stock splits or reverse stock splits during the period, and adjusted for the effect of dilutive
options and dilutive convertible preferred shares. Outstanding stock options will have a
dilutive effect under the treasury stock method only when the average market price of the
underlying common share during the period exceeds the exercise price of the option. If the
required dividends to be declared on convertible preferred shares divided by the number of
equivalent common shares, assuming such shares are converted, would decrease the basic
EPS, then such convertible preferred shares would be deemed dilutive. Where the effect of
the assumed conversion of the preferred shares and the exercise of all outstanding options
have anti-dilutive effect, basic and diluted EPS are stated at the same amount.
2.6.27 Operating Segment
The Globe Group’s major operating business units are the basis upon which the Globe Group
reports its primary segment information. The Globe Group’s business segments consist of: (1)
mobile communication services; (2) wireline communication services; and (3) others. The
Globe Group generally accounts for intersegment revenues and expenses at agreed transfer
prices.
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- 29 2.6.28 Contingencies
Contingent liabilities are not recognized in the consolidated financial statements. These are
disclosed unless the possibility of an outflow of resources embodying economic benefits is
remote. Contingent assets are not recognized in the consolidated financial statements but are
disclosed when an inflow of economic benefits is probable.
2.6.29 Events after the Reporting Period
Any post period-end event up to the date of approval of the BOD of the consolidated financial
statements that provides additional information about the Globe Group’s position at the end of
reporting period (adjusting event) is reflected in the consolidated financial statements. Any
post period-end event that is not an adjusting event is disclosed in the consolidated financial
statements when material.

3. Management’s Significant Accounting Judgments and Use of Estimates
The preparation of the accompanying consolidated financial statements in conformity with PFRS
requires management to make estimates and assumptions that affect the amounts reported in the
consolidated financial statements and accompanying notes. The estimates and assumptions used
in the accompanying consolidated financial statements are based upon management’s evaluation
of relevant facts and circumstances as of the date of the consolidated financial statements. Actual
results could differ from such estimates.
Judgments and estimates are continually evaluated and are based on historical experience and
other factors, including expectations of future events that are believed to be reasonable under the
circumstances.
3.1 Judgments
3.1.1 Leases
The Globe Group has entered into various lease agreements as lessee and lessor. The Globe
Group has determined that it retains all the significant risks and rewards on equipment and
office spaces leased out on operating lease.
3.1.2 Fair value of financial instruments
When the fair value of financial assets and financial liabilities recorded in the statement of
financial position cannot be derived from active markets, their fair value is determined using
valuation techniques including the discounted cash flow model. The inputs to these models are
taken from observable markets where possible, but where this is not feasible, a degree of
judgment is required in establishing fair values. The judgments include considerations of
inputs such as liquidity risk, credit risk and volatility. Changes in assumptions about these
factors could affect the reported fair value of financial instruments.
3.1.3 Financial assets not quoted in an active market
The Globe Group classifies financial assets by evaluating, among others, whether the asset is
quoted or not in an active market. Included in the evaluation on whether a financial asset is
quoted in an active market is the determination on whether quoted prices are readily and
regularly available, and whether those prices represent actual and regularly occurring market
transactions on an arm’s-length basis.
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- 30 3.1.4 Allocation of goodwill to cash-generating units
The Globe Group allocated the carrying amount of goodwill to the mobile content and
application development services business CGU, for the Group believes that this CGU
represents the lowest level within the Globe Group at which the goodwill is monitored for
internal management reporting purposes; and not larger than an operating segment determined
in accordance with PFRS 8.
3.1.5 Determination of whether the Globe Group is acting as a principal or an agent
The Globe Group assesses its revenue arrangements against the following criteria to determine
whether it is acting as a principal or an agent:
·
·
·
·

whether the Globe Group has primary responsibility for providing the goods and services;
whether the Globe Group has inventory risk;
whether the Globe Group has discretion in establishing prices; and
whether the Globe Group bears the credit risk.

If the Globe Group has determined it is acting as a principal, the Group recognizes revenue on
a gross basis with the amount remitted to the other party being accounted for as part of costs
and expenses.
If the Globe Group has determined it is acting as an agent, only the net amount retained is
recognized as revenue.
The Globe Group assessed its revenue arrangements and concluded that it is acting as a
principal in some arrangements and as an agent in other arrangements.
3.2 Estimates
3.2.1 Revenue recognition
The Globe Group’s revenue recognition policies require management to make use of
estimates and assumptions that may affect the reported amounts of revenues and
receivables.
The Globe Group estimates the fair value of points awarded under its loyalty programmes,
which are within the scope of Philippine Interpretation IFRIC 13, based on historical trend
of availment. As of December 31, 2011 and 2010, the estimated liability for unredeemed
points included in “Unearned revenues” amounted to P
=21.71 million and P
=121.81 million,
respectively. There are no loyalty programs qualifying under IFRIC 13 as of
December 31, 2009.
As a result of continuous improvements in the Globe Group’s estimation process, the
Group recognized a one-time upward adjustment (included in the “Service revenues”
account of the statements of comprehensive income) amounting to P
=526.00 million in the
fourth quarter of 2010, representing prepaid load credits that have either expired or have
already been used up.
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- 31 3.2.2 Allowance for impairment losses on receivables
The Globe Group maintains an allowance for impairment losses at a level considered
adequate to provide for potential uncollectible receivables. The Globe Group performs a
regular review of the age and status of these accounts, designed to identify accounts with
objective evidence of impairment and provide the appropriate allowance for impairment
losses. The review is accomplished using a combination of specific and collective
assessment approaches, with the impairment losses being determined for each risk
grouping identified by the Globe Group. The amount and timing of recorded expenses for
any period would differ if the Globe Group made different judgments or utilized different
methodologies. An increase in allowance for impairment losses would increase the
recorded operating expenses and decrease current assets.
Impairment losses on receivables for the years ended December 31, 2011, 2010 and 2009
amounted to =
P1,599.97 million, =
P1,285.53 million, and =
P754.63 million, respectively (see
Note 23). Receivables, net of allowance for impairment losses, amounted to
=10,119.51 million, P
P
=8,374.12 million, and P
=6,583.23 million as of December 31, 2011,
2010 and 2009, respectively (see Note 4).
3.2.3 Obsolescence and market decline
The Globe Group, in determining the NRV, considers any adjustment necessary for
obsolescence which is generally provided 100% for nonmoving items after a certain
period. The Globe Group adjusts the cost of inventory to the recoverable value at a level
considered adequate to reflect market decline in the value of the recorded inventories.
The Globe Group reviews the classification of the inventories and generally provides
adjustments for recoverable values of new, actively sold and slow-moving inventories by
reference to prevailing values of the same inventories in the market.
The amount and timing of recorded expenses for any period would differ if different
judgments were made or different estimates were utilized. An increase in allowance for
obsolescence and market decline would increase recorded operating expenses and
decrease current assets.
Inventory obsolescence and market decline for the years ended December 31, 2011, 2010
and 2009 amounted to =
P237.92 million, P
=42.12 million, and =
P58.74 million, respectively
(see Note 23).
Inventories and supplies, net of allowances, amounted to =
P1,911.19 million,
=1,839.33 million, and P
P
=1,653.75 million as of December 31, 2011, 2010 and 2009,
respectively (see Note 5).
3.2.4 ARO
The Globe Group is legally required under various contracts to restore leased property to
its original condition and to bear the costs of dismantling and deinstallation at the end of
the contract period. These costs are accrued based on an in-house estimate, which
incorporates estimates of asset retirement costs and interest rates. The Globe Group
recognizes the present value of these obligations and capitalizes the present value of these
costs as part of the balance of the related property and equipment accounts, which are
being depreciated and amortized on a straight-line basis over the EUL of the related asset
or the lease term, whichever is shorter.
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- 32 The present value of dismantling costs is computed based on an average credit adjusted
risk free rate of 6.98%, 9.27% and 10.09% in 2011, 2010 and 2009, respectively.
Assumptions used to compute ARO are reviewed and updated annually.
The amount and timing of recorded expenses for any period would differ if different
judgments were made or different estimates were utilized. An increase in ARO would
increase recorded operating expenses and increase noncurrent liabilities.
The Globe Group updated its assumptions on timing of settlement and estimated cash
outflows arising from ARO on its leased premises. As a result of the changes in estimates,
the Globe group adjusted downward its ARO liability (included under “Other long-term
liabilities” account) by P
=1.64 million, P
=64.45 million and P
=7.19 million in 2011, 2010 and
2009 against the book value of the assets on leased premises (see Note 15).
As of December 31, 2011, 2010 and 2009, ARO amounted to P
=1,476.60 million,
=1,341.53 million and =
P
P1,269.29 million, respectively (see Note 15).
3.2.5 EUL of property and equipment, investment property and intangible assets
Globe Group reviews annually the EUL of these assets based on expected asset utilization
as anchored on business plans and strategies that also consider expected future
technological developments and market behavior. It is possible that future results of
operations could be materially affected by changes in these estimates brought about by
changes in the factors mentioned.
A reduction in the EUL of property and equipment, investment property and intangible
assets would increase the recorded depreciation and amortization expense and decrease
noncurrent assets.
The EUL of property and equipment of the Globe Group are as follows:
Years
Telecommunications equipment:
Tower
Switch
Outside plant, cellsite structures
and improvements
Distribution dropwires and other
wireline assets
Cellular equipment and others
Buildings
Leasehold improvements
Investments in cable systems
Office equipment
Transportation equipment

20
7 and 10
10-20
2-10
3-10
20
5 years or lease term, whichever is shorter
15
3-5
3-5

The EUL of investment property is twenty (20) years.
Intangible assets comprising of licenses and application software are amortized over the
EUL of the related hardware or equipment ranging from three (3) to ten (10) years or life
of the telecommunications equipment where it is assigned. Customer contracts acquired
during business combination are amortized over five (5) years.
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- 33 In 2011, 2010 and 2009, the Globe Group changed the EUL of certain wireless and
wireline telecommunications equipment and licenses resulting from new information
affecting the expected utilization of these assets. The net effect of the change in EUL
resulted in higher depreciation of P
=243.04 million, =
P119.03 million and =
P347.62 million
in 2011, 2010 and 2009, respectively.
During the year 2011, the EUL of certain wireless and wireline equipment were changed
as a result of continuing upgrade, expansion, and migration to a modernized network. The
effect of change in EUL resulted to higher depreciation expense of =
P632.62 million in
2011.
As of December 31, 2011, 2010 and 2009, property and equipment, investment property
and intangible assets amounted to =
P102,723.81 million, P
=104,972.70 million, and
=104,586.34 million, respectively (see Notes 7, 8 and 9).
P
3.2.6 Asset impairment
3.2.6.1 Impairment of nonfinancial assets other than goodwill
The Globe Group assesses impairment of assets (property and equipment, investment
property, intangible assets and investments in joint ventures) whenever events or
changes in circumstances indicate that the carrying amount of an asset may not be
recoverable. The factors that the Globe Group considers important which could
trigger an impairment review include the following:
·
·
·

significant underperformance relative to expected historical or projected future
operating results;
significant changes in the manner of use of the acquired assets or the strategy for
the overall business; and
significant negative industry or economic trends.

An impairment loss is recognized whenever the carrying amount of an asset or
investment exceeds its recoverable amount. The recoverable amount is the higher of
an asset’s net selling price and value in use. The net selling price is the amount
obtainable from the sale of an asset in an arm’s length transaction, while value in use
is the present value of estimated future cash flows expected to arise from the
continuing use of an asset and from its disposal at the end of its useful life.
Recoverable amounts are estimated for individual assets or investments or, if it is not
possible, for the CGU to which the asset belongs.
For impairment loss on specific assets or investments, the recoverable amount
represents the net selling price.
For the Globe Group, the CGU is the combined mobile and wireline asset groups of
Globe Telecom and Innove. This asset grouping is predicated upon the requirement
contained in Executive Order (EO) No.109 and RA No.7925 requiring licensees of
Cellular Mobile Telephone System (CMTS) and International Digital Gateway
Facility (IGF) services to provide 400,000 and 300,000 LEC lines, respectively, as a
condition for the grant of such licenses.
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- 34 In determining the present value of estimated future cash flows expected to be
generated from the continued use of the assets or holding of an investment, the Globe
Group is required to make estimates and assumptions that can materially affect the
consolidated financial statements.
Property and equipment, investment property, intangible assets, and investments in
joint ventures amounted to P
=102,972.81 million, =
P105,169.71 million and
=104,820.14 million as of December 31, 2011, 2010 and 2009, respectively
P
(see Notes 7, 8, 9 and 10).
3.2.6.2 Impairment of goodwill
The Globe Group’s impairment test for goodwill is based on value in use calculations
that use a discounted cash flow model. The cash flows are derived from the budget
for the next five years and do not include restructuring activities that the Group is not
yet committed to or significant future investments that will enhance the asset base of
the CGU being tested. The recoverable amount is most sensitive to the discount rate
used for the discounted cash flow model as well as the expected future cash inflows
and the growth rate used for extrapolation purposes. As of December 31, 2011, 2010
and 2009, the carrying value of goodwill amounted to P
=327.13 million (see Note 9).
Goodwill acquired through business combination with EGG Group was allocated to
the mobile content and applications development services business CGU, which is
part of the “Others” reporting segment (see Note 29).
The recoverable amount of the CGU which exceeds the carrying amount by
=461.88 million, P
P
=165.30 million and P
=63.00 million as of December 31, 2011, 2010
and 2009, respectively, has been determined based on value in use calculations using
cash flow projections from financial budgets covering a five-year period. The pretax
discount rate applied to cash flow projections is 11% in 2011 and 12% in 2010 and
2009, and cash flows beyond the five-year period are extrapolated using a 3% longterm growth rate in 2011, 2010 and 2009.
3.2.7 Deferred income tax assets
The carrying amounts of deferred income tax assets are reviewed at each reporting date
and reduced to the extent that it is no longer probable that sufficient taxable income will
be available to allow all or part of the deferred income tax assets to be utilized
(see Note 24).
As of December 31, 2011, 2010 and 2009, Innove, GXI and EGG Group has net deferred
income tax assets amounting to P
=765.67 million, while as of December 31, 2010 and
2009, Innove and EGG Group has net deferred income tax assets amounting to
=670.59 million and P
P
=742.54 million, respectively.
As of December 31, 2011, 2010 and 2009, Globe Telecom has net deferred income tax
liabilities amounting to P
=3,929.41 million, P
=4,620.49 million, and =
P4,627.29 million,
respectively (see Note 24). Globe Telecom and Innove have no unrecognized deferred
income tax assets as of December 31, 2011, 2010 and 2009.
As of December 31, 2011, GXI recognized deferred income tax assets from NOLCO
amounted to =
P1.01 million (see Note 24).
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- 35 As of December 31, 2010 and 2009, Innove and EGG Group’s recognized deferred
income tax assets from NOLCO amounted to =
P13.50 million and =
P138.05 million and
MCIT amounted to =
P0.95 million and =
P46.71 million, respectively (see Note 24).
3.2.8 Financial assets and financial liabilities
Globe Group carries certain financial assets and liabilities at fair value, which requires
extensive use of accounting estimates and judgment. While significant components of fair
value measurement were determined using verifiable objective evidence (i.e., foreign
exchange rates, interest rates), the amount of changes in fair value would differ if the
Globe Group utilized different valuation methodologies. Any changes in fair value of
these financial assets and liabilities would affect the consolidated statements of
comprehensive income and consolidated statements of changes in equity.
Financial assets comprising AFS investments and derivative assets carried at fair values as
of December 31, 2011, 2010 and 2009, amounted to =
P109.09 million, =
P121.77 million and
=118.03 million, respectively, and financial liabilities comprising of derivative liabilities
P
carried at fair values as of December 31, 2011, 2010 and 2009, amounted to
=266.62 million, P
P
=245.87 million and P
=92.46 million, respectively (see Note 28.11).
3.2.9 Pension and other employee benefits
The determination of the obligation and cost of pension is dependent on the selection of
certain assumptions used in calculating such amounts. Those assumptions include, among
others, discount rates, expected returns on plan assets and salary rates increase (see Note
18). In accordance with PAS 19, actual results that differ from the Globe Group’s
assumptions, subject to the 10% corridor test, are accumulated and amortized over future
periods and therefore, generally affect the recognized expense and recorded obligation in
such future periods.
As of December 31, 2011, 2010 and 2009, Globe Group has unrecognized net actuarial
losses of P
=1,215.69 million, P
=781.01 million, and P
=799.54 million, respectively
(see Note 18.2).
The Globe Group also determines the cost of equity-settled transactions using assumptions
on the appropriate pricing model. Significant assumptions for the cost of share-based
payments include, among others, share price, exercise price, option life, risk-free interest
rate, expected dividend and expected volatility rate.
Cost of share-based payments in 2011, 2010 and 2009 amounted to P
=49.34 million,
=104.79 million and P
P
=126.44 million, respectively (see Notes 16.5 and 18.1).
The Globe Group also estimates other employee benefit obligations and expenses,
including cost of paid leaves based on historical leave availments of employees, subject to
the Globe Group’s policy. These estimates may vary depending on the future changes in
salaries and actual experiences during the year.
The accrued balance of other employee benefits (included in the “Accounts payable and
accrued expenses” account and in the “Other long-term liabilities” account in the
consolidated statements of financial position) as of December 31, 2011, 2010 and 2009
amounted to =
P434.04 million, P
=406.14 million and P
=371.61 million, respectively
(see Notes 12 and 15).
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- 36 While the Globe Group believes that the assumptions are reasonable and appropriate,
significant differences between actual experiences and assumptions may materially affect
the cost of employee benefits and related obligations.
3.2.10 Contingencies
Globe Telecom and Innove are currently involved in various legal proceedings. The
estimate of the probable costs for the resolution of these claims has been developed in
consultation with internal and external counsel handling Globe Telecom and Innove’s
defense in these matters and is based upon an analysis of potential results. Globe Telecom
and Innove currently do not believe that these proceedings will have a material adverse
effect on the consolidated statements of financial position. It is possible, however, that
future results of operations could be materially affected by changes in the estimates or in
the effectiveness of the strategies relating to these proceedings (see Note 26).

4. Receivables
This account consists of receivables from:

Subscribers
Traffic settlements - net
Dealers
Others
Less allowance for impairment losses
Subscribers
Traffic settlements and others

Notes

2011

16, 28.2.2
12, 16, 28.2.2
28.2.2
28.2.2

P
=10,245,268
2,291,862
677,270
285,735
13,500,135

28.2.2
28.2.2

3,131,289
249,341
3,380,630
P
=10,119,505

2010
2009
(In Thousand Pesos)
=8,038,451
P
P4,980,195
=
2,130,238
2,319,273
455,238
556,929
203,640
77,822
10,827,567
7,934,219
2,173,912
279,532
2,453,444
=8,374,123
P

1,162,792
188,199
1,350,991
=6,583,228
P

Subscriber receivables arise from wireless and wireline voice, data communications and
broadband internet services provided under postpaid arrangements.
Amounts collected from wireless subscribers under prepaid arrangements are reported under
“Unearned revenues” in the consolidated statements of financial position and recognized as
revenues upon actual usage of airtime value or upon expiration of the prepaid credit. The
unearned revenues from these subscribers amounted to P
=2,474.14 million, P
=2,402.75 million and
=2,981.88 million as of December 31, 2011, 2010 and 2009, respectively.
P
Traffic settlements receivable are presented net of traffic settlements payable from the same
carrier amounting to P
=3,838.82 million, P
=4,099.08 million and P
=3,130.28 million as of
December 31, 2011, 2010 and 2009, respectively.
Receivables are noninterest-bearing and are generally collectible in the short-term.
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- 37 5. Inventories and Supplies
This account consists of:
2011
At cost:
Spare parts and supplies
Handsets, devices and accessories
SIM packs
Modems and accessories
Tattoo prepaid kits
Callcards and others
At NRV:
Handsets, devices and accessories
Modems and accessories
Spare parts and supplies
SIM packs
Tattoo prepaid kits
Call cards and others

2010
(In Thousand Pesos)

2009

P
=3,068
1,931
20
–
–
2,905
7,924

=1,454
P
98
–
592,709
–
22,244
616,505

P98
=
980
1,624
–
81,842
154,466
239,010

1,016,844
451,727
273,911
55,930
31,140
73,714
1,903,266
P
=1,911,190

518,145
240,578
298,331
42,928
27,738
95,108
1,222,828
=1,839,333
P

260,442
615,514
464,476
69,347
–
4,961
1,414,740
=1,653,750
P

Inventories recognized as expense during the year amounting to =
P6,142.34 million,
=4,281.08 million and =
P
P3,006.69 million in 2011, 2010 and 2009, respectively, are included as
part of “Cost of sales” and “Impairment losses and others” accounts (see Note 23) in the
consolidated statements of comprehensive income. An insignificant amount is included under
“General, selling and administrative expenses” as part of “Utilities, supplies and other
administrative expenses” account (see Note 21).
Cost of sales incurred consists of:
2011
Handsets, devices and accessories
Tattoo prepaid kits
SIM packs
Modems and accessories
Spare parts and supplies
Callcards and others

P
=4,928,921
545,354
245,418
89,423
1,440
77,033
P
=5,887,589

2010
2009
(In Thousand Pesos)
=3,185,163
P
P1,602,018
=
597,430
810,655
274,882
367,120
141,272
129,616
13,164
16,630
27,049
21,911
=4,238,960
P
=2,947,950
P

There are no unusual purchase commitments and accrued net losses as of December 31, 2011.
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6. Prepayments and Other Current Assets
This account consists of:

Advance payments to suppliers and
contractors
Prepayments
Deferred input VAT
Miscellaneous receivables - net
Creditable withholding tax
Input VAT - net
Other current assets

Notes

2011

25.3
25.1
11
16, 28.11

P
=1,674,923
1,288,290
815,503
662,203
295,102
844,089
6,309
P
=5,586,419

28.11

2010
(In Thousand Pesos)
P764,699
=
983,545
1,020,060
455,005
494,942
954,636
31,311
=4,704,198
P

2009
P723,327
=
534,304
853,870
853,243
334,723
889,941
9,912
=4,199,320
P

The “Prepayments” account includes prepaid insurance, rent, maintenance and NTC spectrum
users’ fee among others.
Deferred input VAT pertains to various purchases of goods and services which cannot be claimed
yet as credits against output VAT liabilities, pursuant to the existing VAT rules and regulations.
However, these can be applied on future output VAT liabilities.
As of December 31, 2011, Innove and GXI reported net input VAT amounting to P
=884.09 million
and net of output VAT of =
P94.36 million. As of December 31, 2010, Innove, GXI and EGG
reported net input VAT amounting to P
=954.64 million and net of output VAT of =
P102.45 million.
As of December 31, 2009, Innove and GXI reported net input VAT amounting to P
=889.94 million
and net of output VAT of =
P89.26 million.

7. Property and Equipment
The rollforward analysis of this account follows:
2011
Cost
At January 1
Additions
Retirements/disposals
Reclassifications/adjustments
At December 31
Accumulated Depreciation
and Amortization
At January 1
Depreciation and amortization
Retirements/disposals
Reclassifications/adjustments
At December 31
Impairment Losses
At January 1
Additions
Write-off/adjustments
At December 31
Net Book Value at
December 31

Telecommunications
Equipment

Buildings and
Leasehold
Improvements

Investments in
Cable Systems

= 174,342,419
P
1,837,618
(2,969,817)
14,713,892
187,924,112

= 25,605,238
P
67,717
(2,894)
1,703,959
27,374,020

= 13,028,303
P
87,900
–
12,950
13,129,153

113,486,718
14,802,833
(2,811,884)
(59,938)
125,417,729

11,955,511
1,134,039
(2,782)
659
13,087,427

151,751
11,200
(3,114)
159,837
= 62,346,546
P

–
–
–
–
= 14,286,593
P

4,736,035
833,833
–
(225)
5,569,643
–
–
–
–
= 7,559,510
P

Office
Transportation
Equipment
Equipment
(In Thousand Pesos)

Land

Assets Under
Construction

Total

P16,441,841
=
14,840,996
(99,698)
(19,227,815)
11,955,324

= 239,481,298
P
17,272,174
(3,418,510)
(1,884,250)
251,450,712

= 6,395,943
P
163,909
(137,669)
911,571
7,333,754

= 2,153,222
P
260,991
(208,432)
1,193
2,206,974

= 1,514,332
P
13,043
–
–
1,527,375

5,642,866
646,073
(136,195)
190
6,152,934

1,497,090
263,634
(178,231)
–
1,582,493

–
–
–
–
–

3,182
–
–
3,182

–
–
–
–

–
–
–
–

= 1,177,638
P

= 624,481
P

= 1,527,375
P

–
–
–
–
–
170,891
117,414
(78,618)
209,687
= 11,745,637
P

137,318,220
17,680,412
(3,129,092)
(59,314)
151,810,226
325,824
128,614
(81,732)
372,706
= 99,267,780
P
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Cost
At January 1
Additions
Retirements/disposals
Reclassifications/adjustments
At December 31
Accumulated Depreciation and
Amortization
At January 1
Depreciation and amortization
Retirements/disposals
Reclassifications/adjustments
At December 31
Impairment Losses
At January 1
Additions
Write-off/adjustments
At December 31
Net Book Value at
December 31

Telecommunications
Equipment

Buildings and
Leasehold
Improvements

=161,614,664
P
1,071,562
(408,040)
12,064,233
174,342,419

=24,149,664
P
185,264
(29,092)
1,299,402
25,605,238

=14,444,009
P
–
–
(1,415,706)
13,028,303

=6,052,613
P
228,646
(87,113)
201,797
6,395,943

=2,074,149
P
305,186
(237,996)
11,883
2,153,222

99,668,498
14,403,724
(354,424)
(231,080)
113,486,718

11,009,763
1,054,839
(25,502)
(83,589)
11,955,511

4,758,210
899,440
–
(921,615)
4,736,035

5,065,820
693,641
(81,707)
(34,888)
5,642,866

1,431,233
265,153
(207,716)
8,420
1,497,090

185,138
–
(33,387)
151,751

–
–
–
–

Investments in
Cable Systems

–
–
–
–

Office
Transportation
Equipment
Equipment
(In Thousand Pesos)

Land
=1,551,558
P
504
(14,025)
(23,705)
1,514,332

Assets Under
Construction
=14,039,942
P
17,506,382
(4,162)
(15,100,321)
16,441,841

Total
=223,926,599
P
19,297,544
(780,428)
(2,962,417)
239,481,298

–
–
–
–
–

–
–
–
–
–

121,933,524
17,316,797
(669,349)
(1,262,752)
137,318,220
299,207
57,805
(31,188)
325,824

3,182
–
–
3,182

–
–
–
–

–
–
–
–

110,887
57,805
2,199
170,891

=749,895
P

=656,132
P

=1,514,332
P

=16,270,950
P

Office
Transportation
Equipment
Equipment
(In Thousand Pesos)

Land

Assets Under
Construction

=60,703,950
P

=13,649,727
P

=8,292,268
P

=101,837,254
P

Telecommunications
Equipment

Buildings and
Leasehold
Improvements

Investments in
Cable Systems

=149,198,002
P
1,308,160
(9,013,358)
20,121,860
161,614,664

=22,235,361
P
169,162
(13,228)
1,758,369
24,149,664

=10,185,208
P
353
–
4,258,448
14,444,009

=5,483,835
P
379,911
(9,418)
198,285
6,052,613

=2,125,186
P
225,515
(111,951)
(164,601)
2,074,149

=1,495,841
P
50,511
–
5,206
1,551,558

91,235,779
13,800,566
(5,501,257)
133,410
99,668,498

9,984,888
969,115
(7,155)
62,915
11,009,763

3,918,995
787,648
–
51,567
4,758,210

4,558,370
497,005
(6,431)
16,876
5,065,820

1,252,372
305,715
(126,854)
–
1,431,233

–
–
–
–
–

–
–
–
–
–

110,950,404
16,360,049
(5,641,697)
264,768
121,933,524

–
–
–
–

–
–
–
–

14,281
75,017
21,589
110,887

227,282
75,017
(3,092)
299,207

=642,916
P

=1,551,558
P

=13,929,055
P

2009
Cost
At January 1
Additions
Retirements/disposals
Reclassifications/adjustments
At December 31
Accumulated Depreciation and
Amortization
At January 1
Depreciation and amortization
Retirements/disposals
Reclassifications/adjustments
At December 31
Impairment Losses
At January 1
Additions
Write-off/adjustments
At December 31
Net Book Value at
December 31

209,017
–
(23,879)
185,138
=61,761,028
P

–
–
–
–
=13,139,901
P

–
–
–
–
=9,685,799
P

3,984
(802)
3,182
=983,611
P

=13,994,643
P
22,469,550
(24,258)
(22,399,993)
14,039,942

Total
=204,718,076
P
24,603,162
(9,172,213)
3,777,574
223,926,599

=101,693,868
P

Assets under construction include intangible components of a network system which are
reclassified to depreciable intangible assets only when assets become available for use
(see Note 9).
Investments in cable systems include the cost of the Globe Group’s ownership share in the
capacity of certain cable systems under a joint venture or a consortium or private cable set-up and
indefeasible rights of use (IRUs) of circuits in various cable systems. It also includes the cost of
cable landing station and transmission facilities where the Globe Group is the landing party.
The costs of fully depreciated property and equipment that are still being used in the network
amounted to P
=70,229.60 million, P
=52,467.14 million and P
=35,832.53 million as of
December 31, 2011, 2010 and 2009, respectively.
The Globe Group uses its borrowed funds to finance the acquisition of property and equipment
and bring it to its intended location and working condition. Borrowing costs incurred relating to
these acquisitions were included in the cost of property and equipment using 3.19%, 5.61% and
3.96% capitalization rates in 2011, 2010 and 2009, respectively. The Globe Group’s total
capitalized borrowing costs amounted to P
=591.66 million, =
P1,091.21 million and P
=979.03 million
for the years ended December 31, 2011, 2010 and 2009, respectively (see Note 22).
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- 40 In 2011, the Globe Group entered into a sale-buy back transaction with an equipment supplier
whereby Globe Group conveyed and transferred ownership of certain hardware equipment and
licenses nearing end of economic life and then later purchased upgraded equipment from the same
equipment supplier. This transaction resulted in a gain amounting to P
=244.37 million (included
under “Gain on disposal of property and equipment - net” in the consolidated statements of
comprehensive income), equivalent to the difference between the fair value of the new equipment
and the carrying amount of the old platforms and equipment at the time the transaction was
consummated.
In 2009, the Globe Group entered into an exchange transaction with an equipment supplier
whereby Globe Group conveyed and transferred ownership of certain equipment and licenses in
exchange for more advanced systems. This exchange resulted in a gain amounting to
=
P568.12 million (included under “Gain on disposal of property and equipment - net” in the
consolidated statements of comprehensive income), equivalent to the difference between the fair
value of the new equipment stipulated in the purchase agreement and the carrying amount of the
old platforms and equipment at the time the exchange was consummated.
8. Investment Property
The rollforward analysis of this account follows:
2011

2010
(In Thousand Pesos)

2009

Cost
At January 1 and December 31

P
=390,641

=390,641
P

=390,641
P

Accumulated Depreciation
At January 1
Depreciation
Reclassifications/adjustments
At December 31
Net Book Value at December 31

176,449
22,547
–
198,996
P
=191,645

153,902
22,547
–
176,449
=214,192
P

131,418
22,547
(63)
153,902
=236,739
P

Investment property represents the portion of a building that was held for lease to third parties in
2009 (see Note 25.1b).
The details of income and expenses related to the investment property follow:
2011
Lease income
Direct expenses

P
=–
16,055

2010
(In Thousand Pesos)
=–
P
23,450

2009
P31,274
=
23,396

The fair value of the investment property, as determined by market data approach, amounted to
=
P592.08 million based on the report issued by an independent appraiser dated November 25, 2011.
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The rollforward analysis of this account follows:
2011
Licenses and
Application
Software
Cost
At January 1
Additions
Retirements/disposals
Reclassifications/
adjustments (Note 7)
At December 31
Accumulated Depreciation and
Amortization
At January 1
Amortization
Retirements/disposals
Reclassifications/adjustments
At December 31
Impairment Losses
At January 1
Write-off/adjustments
At December 31
Net Book Value at December 31

= 8,362,110
P
145,208
(862,847)

Total
Customer
Intangible
Contracts
Assets
(In Thousand Pesos)
= 28,381
P
–
–

= 8,390,491
P
145,208
(862,847)

Goodwill

Total
Intangible
Assets and
Goodwill

= 327,125
P
–
–

= 8,717,616
P
145,208
(862,847)

1,418,743
9,063,214

–
28,381

1,418,743
9,091,595

–
327,125

1,418,743
9,418,720

5,449,729
1,232,592
(848,131)
(26,850)
5,807,340

14,190
5,676
–
–
19,866

5,463,919
1,238,268
(848,131)
(26,850)
5,827,206

–
–
–
–
–

5,463,919
1,238,268
(848,131)
(26,850)
5,827,206

5,321
(5,321)
–
= 3,255,874
P

–
–
–
= 8,515
P

5,321
(5,321)
–
= 3,264,389
P

–
–
–
= 327,125
P

5,321
(5,321)
–
= 3,591,514
P

Goodwill

Total
Intangible
Assets and
Goodwill

2010
Licenses and
Application
Software
Cost
At January 1
Additions
Retirements/disposals
Reclassifications/
adjustments (Note 7)
At December 31
Accumulated Depreciation and
Amortization
At January 1
Amortization
Retirements/disposals
Reclassifications/adjustments
At December 31
Impairment Losses
At January 1
Additions
At December 31
Net Book Value at December 31

Total
Customer
Intangible
Contracts
Assets
(In Thousand Pesos)

=7,431,159
P
169,329
(128,606)

=28,381
P
–
–

=7,459,540
P
169,329
(128,606)

=327,125
P
–
–

=7,786,665
P
169,329
(128,606)

890,228
8,362,110

–
28,381

890,228
8,390,491

–
327,125

890,228
8,717,616

4,795,295
740,819
(120,561)
34,176
5,449,729

8,514
5,676
–
–
14,190

4,803,809
746,495
(120,561)
34,176
5,463,919

–
5,321
5,321
=2,907,060
P

–
–
–
=14,191
P

–
5,321
5,321
=2,921,251
P

–
–
–
–
–

4,803,809
746,495
(120,561)
34,176
5,463,919

–
–
–
=327,125
P

–
5,321
5,321
=3,248,376
P
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Licenses and
Application
Software
Cost
At January 1
Additions
Retirements/disposals
Reclassifications/
adjustments (Note 7)
At December 31
Accumulated Depreciation and
Amortization
At January 1
Amortization
Retirements/disposals
Reclassifications/adjustments
At December 31
Net Book Value at December 31

Total
Customer
Intangible
Contracts
Assets
(In Thousand Pesos)

Goodwill

Total
Intangible
Assets and
Goodwill

=6,968,572
P
99,164
(685,577)

=28,381
P
–
–

=6,996,953
P
99,164
(685,577)

=327,125
P
–
–

=7,324,078
P
99,164
(685,577)

1,049,000
7,431,159

–
28,381

1,049,000
7,459,540

–
327,125

1,049,000
7,786,665

3,985,282
997,320
(211,736)
24,429
4,795,295
=2,635,864
P

–
8,514
–
–
8,514
=19,867
P

3,985,282
1,005,834
(211,736)
24,429
4,803,809
=2,655,731
P

–
–
–
–
–
=327,125
P

3,985,282
1,005,834
(211,736)
24,429
4,803,809
=2,982,856
P

In 2008, Globe Telecom acquired EGG Group with net assets at fair value amounting to
=
P24.37 million for a total consideration paid in cash of P
=351.49 million. This transaction resulted
to a Goodwill of P
=327.13 million, which is attributable to the significant synergies expected to
arise after the Globe Group’s acquisition of the EGG Group.

10. Investments in Joint Ventures
This account consists of:
2011
Acquisition cost
At January 1
Acquisition during the year
At December 31
Accumulated equity in net losses:
At January 1
Equity in net losses
Net foreign exchange difference
At December 31
Carrying value at December 31

2010
(In Thousand Pesos)

2009

=252,610
P
79,010
331,620

=252,610
P
–
252,610

P111,280
=
141,330
252,610

(47,728)
(27,345)
(75,073)
(7,547)
(82,620)
=249,000
P

(44,760)
(2,968)
(47,728)
(7,866)
(55,594)
=197,016
P

(37,751)
(7,009)
(44,760)
25,950
(18,810)
=233,800
P

10.1 Investment in BPI Globe BanKO Inc., A Savings Bank (BPI Globe BanKO)
On July 17, 2009, Globe acquired a 40% stake in BPI Globe BanKO (formerly Pilipinas
Savings Bank, Inc. or PS Bank) for =
P141.33 million, pursuant to a Shareholder Agreement
with Bank of the Philippine Islands (BPI), AC and PS Bank, and a Deed of Absolute Sale
with BPI. BPI Globe BanKO will have the capability to provide services to micro-finance
institutions and retail clients through mobile and related technology.
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- 43 On May 10, 2011, the BOD of Globe Telecom approved the additional investment of
=
P100.00 million as share for BPI Globe BanKO’s increase in capitalization to cover its
expansion plan for the next three years. Globe Telecom made the initial capital infusion of
=
P79.00 million on May 10, 2011, while the balance of =
P21.00 million will be made after
approval of Globe BanKO’s increase in capital stock to =
P1,000.00 million by the BSP and
the SEC. As of December 31, 2011, the investment of Globe Telecom in BPI Globe BanKO
amounted to P
=179.51 million, representing 40% interest.
The Globe Group’s interest in BPI Globe BanKO is as follows:

Assets:
Current
Non-current
Liabilities:
Current
Income
Expenses

2011

2010
(In Thousand Pesos)

2009

=530,179
P
16,208

=283,305
P
4,386

=147,745
P
3,650

(339,212)
50,379
(78,040)

(151,150)
16,409
(24,839)

(10,064)
12,572
(9,627)

The Globe Group has no share of any contingent liabilities as of December 31, 2011, 2010
and 2009.
10.2 Investment in Bridge Mobile Pte. Ltd. (BMPL)
Globe Telecom and other leading Asia Pacific mobile operators (JV partners) signed an
Agreement in 2004 (JV Agreement) to form a regional mobile alliance, which will operate
through a Singapore-incorporated company, BMPL. The JV company is a commercial
vehicle for the JV partners to build and establish a regional mobile infrastructure and
common service platform and deliver different regional mobile services to their subscribers.
Globe Group has a ten percent (10%) stake in BMPL. The other joint venture partners each
with equal stake in the alliance include SK Telecom, Co. Ltd., Advanced Info Service Public
Company Limited, Bharti Airtel Limited, Maxis Communications Berhad, Optus Mobile
Pty. Limited, Singapore Telecom Mobile Pte, Ltd., Taiwan Mobile Co. Ltd., PT
Telekomunikasi Selular and CSL Ltd. Under the JV Agreement, each partner shall
contribute USD4.00 million based on an agreed schedule of contribution. Globe Telecom
may be called upon to contribute on dates to be determined by the JV. As of
December 31, 2011, Globe Telecom has invested a total of USD2.20 million in the joint
venture.
The Globe Group’s interest in BMPL is accounted for as follows:
2011
Assets:
Current
Non-current
Liabilities:
Current
Income
Expenses

2010
(In Thousand Pesos)

=75,011
P
1,750

=67,722
P
2,744

(7,591)
24,337
(24,021)

(7,023)
19,693
(14,231)

2009
=104,280
P
1,769
(6,571)
17,872
(27,826)
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- 44 The Globe Group has no share of any contingent liabilities as of December 31, 2011, 2010
and 2009.

11. Other Noncurrent Assets
This account consists of:
Notes
Loan receivable from Globe Group retirement
plan
16.3, 18.2
Prepaid pension
18.2
Miscellaneous deposits
25.1
Deferred input VAT
6
Loan receivable from Bethlehem Holdings,
Inc. (BHI)
16.3, 25.5
AFS investment in equity securities
28.10, 28.11
Others - net
25.1

2011

2010
(In Thousand Pesos)

2009

P
=968,000
876,970
534,088
372,771

P968,000
=
951,083
473,862
43,320

=968,000
P
1,055,444
431,221
372,618

295,000
99,319
63,329
P
=3,209,477

295,000
101,877
42,544
=2,875,686
P

295,000
81,727
134,400
=3,338,410
P

12. Accounts Payable and Accrued Expenses
This account consists of:

Accounts payable
Accrued project costs
Accrued expenses
Traffic settlements - net
Output VAT
Dividends payable

Notes

2011

16
25.3
16, 18.2
4

P
=7,314,069
6,906,943
5,995,940
2,722,809
67,458
35,295
P
=23,042,514

17.3

2010
(In Thousand Pesos)
=5,617,380
P
8,638,119
5,587,799
2,172,426
99,479
–
=22,115,203
P

2009
P5,769,355
=
8,081,684
4,898,403
1,866,012
172,735
50,492
=20,838,681
P

The “Accrued expenses” account includes accruals for services, advertising, manpower and
various general, selling and administrative expenses.
Traffic settlements payable are presented net of traffic settlements receivable from the same
carrier amounting to P
=2,372.03 million, =
P2,335.95 million and =
P1,019.65 million as of
December 31, 2011, 2010 and 2009, respectively.
As of December 31, 2011, Globe and EGG reported net output VAT amounting to =
P67.46 million,
net of input VAT of =
P458.67 million. As of December 31, 2010, Globe Telecom reported net
output VAT amounting to =
P99.48 million, net of input VAT of =
P359.93 million. As of December
31, 2009, Globe Telecom and EGG Group reported net output VAT amounting to
=
P172.74 million, net of input VAT of =
P361.59 million.
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13. Provisions
The rollforward analysis of this account follows:
Notes
At beginning of year
Provisions for (reversals of) claims
and assessments
Adjustments
At end of year

2011
P
=224,388

23

(47,916)
(9,699)
P
=166,773

2010
(In Thousand Pesos)
=89,404
P
138,760
(3,776)
=224,388
P

2009
=202,514
P
(88,047)
(25,063)
=89,404
P

Provisions relate to various pending unresolved claims and assessments over the Globe Group’s
mobile and wireline businesses. The information usually required by PAS 37, Provisions,
Contingent Liabilities and Contingent Assets, is not disclosed as it may prejudice the outcome of
these on-going claims and assessments. As of February 10, 2012, the remaining pending claims
and assessments are still being resolved.
The provisions for National Telecommunications Commission (NTC) permit fees amounting to
=
P117.26 million for an assessment by the NTC on March 27, 1996 and contested by Innove and
other members of the Telecommunications Operators of the Philippines was reversed in 2009 after
taking into account all available evidence including the merits of the ruling of the Court of
Appeals (CA) in favor of another telecommunications service provider.

14. Notes Payable and Long-term Debt
Notes payable consist of short-term unsecured promissory notes from local banks for working
capital requirements amounting to P
=1,756.76 million, which bears interest ranging from 1.57% to
1.91% and =
P2,000.83 million, which bears interest rate ranging from 4.35% to 10% as of
December 31, 2011 and 2009, respectively. There is no outstanding notes payable as of
December 31, 2010.
Long-term debt consists of:
2011
Banks:
Local
Foreign
Corporate notes
Retail bonds
Less current portion

P
=27,555,234
3,541,621
10,839,226
4,985,865
46,921,946
9,597,367
P
=37,324,579

2010
(In Thousand Pesos)
=20,352,194
P
7,317,483
17,729,939
4,971,854
50,371,470
8,677,209
=41,694,261
P

2009

=15,933,027
P
6,810,357
17,775,866
4,956,772
45,476,022
5,667,965
=39,808,057
P
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- 46 The maturities of long-term debt at nominal values excluding unamortized debt issuance costs as
of December 31, 2011 follow (amounts in thousands):
Due in:
2012
2013
2014
2015
2016 and thereafter

P9,613,443
=
9,771,627
9,763,498
8,441,743
9,543,662
=47,133,973
P

Unamortized debt issuance costs included in the above long-term debt as of December 31, 2011,
2010 and 2009 amounted to =
P212.03 million, P
=279.24 million and P
=197.99 million, respectively.
Total interest expense recognized, excluding the capitalized interest amounted to
=2,059.66 million, =
P
P1,981.79 million and =
P2,096.95 million in 2011, 2010 and 2009, respectively
(see Notes 7 and 22).
The interest rates and maturities of the above debt are as follows:
Maturities

Interest Rates

2011-2018

1.42% to 7.03% in 2011
5.26% to 7.03% in 2010
5.12% to 7.87% in 2009

Foreign

2011-2016

0.68% to 3.86% in 2011
0.74% to 4.13% in 2010
0.74% to 6.44% in 2009

Corporate notes

2011-2016

2.78% to 8.43% in 2011
5.52% to 8.38% in 2010
5.62% to 8.80% in 2009

Retail bonds

2012-2014

7.50% to 8.00% in 2011
7.50% to 8.00% in 2010
7.50% to 8.00% in 2009

Banks:
Local

14.1 Bank Loans and Corporate Notes
Globe Telecom’s unsecured bank loans and corporate notes, which consist of fixed and
floating rate notes and dollar and peso-denominated bank loans, bear interest at stipulated
and prevailing market rates.
The loan agreements with banks and other financial institutions provide for certain
restrictions and requirements with respect to, among others, maintenance of financial ratios
and percentage of ownership of specific shareholders, incurrence of additional long-term
indebtedness or guarantees and creation of property encumbrances.
As of February 10, 2012, the Globe Group is not in breach of any loan covenants.
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On February 25, 2009, Globe Group issued =
P5,000.00 million fixed rate bonds. This
amount comprises P
=1,974.00 million and P
=3,026.00 million fixed rate bonds due in 2012
and 2014, respectively, with interest of 7.50% and 8.00%, respectively. The proceeds of the
retail bonds were used to fund Globe Group’s various capital expenditures.
The five-year retail bonds may be redeemed in whole, but not in part, on the twelfth (12th)
interest payment date at a price equal to 102.00% of the principal amount of the bonds and
all accrued interest to the date of redemption. Globe Group may not redeem the retail bonds
unless allowed under conditions specified in the agreements with respect to redemption for
tax reasons, purchase and cancellation and change in law or circumstance.
The Globe Group has to meet certain bond covenants including a maximum debt-to-equity
ratio of 2 to 1. As of February10, 2012, the Globe Group is not in breach of any bond
covenants.
On January 17, 2012, Globe Group exercised its option to redeem the =
P3,026.00 million
fixed rate bonds thru an irrevocable notice issued to its trustee bank. The full settlement is
expected on February 27, 2012 with an estimated redemption cost of P
=60.52 million.

15. Other Long-term Liabilities
This account consists of:

ARO
Accrued lease obligations and others
Noninterest bearing liabilities
Advance lease

Notes

2011

3.2.4, 7
25.1
25.4
25.4

P
=1,476,597
635,122
–
–

2,111,719

Less current portion

–

P
=2,111,719

2010
2009
(In Thousand Pesos)
=1,341,526
P
P1,269,291
=
640,927
647,416
–
735,944
67,673
–
1,982,453
2,720,324
803,617
–
=1,982,453
P
=1,916,707
P

The rollforward analysis of the Globe Group’s ARO follows:
Notes
At beginning of year
Capitalized to property and equipment
during the year - net of reversal
Accretion expense during the year
Adjustments due to changes in estimates
At end of year

2011
P
=1,341,526

30
22
3.2.4

27,403
109,309
(1,641)
P
=1,476,597

2010
2009
(In Thousand Pesos)
=1,269,291
P
=1,081,408
P
41,473
95,207
(64,445)
=1,341,526
P

96,959
98,117
(7,193)
=1,269,291
P
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16. Related Party Transactions
Globe Telecom and Innove, in their regular conduct of business, enter into transactions with their
major stockholders, AC and STI, venturers and certain related parties. These transactions, which
are accounted for at market prices normally charged to unaffiliated customers for similar goods
and services, include the following:
16.1

Entities with joint control over Globe Group - AC and STI
· Globe Telecom has interconnection agreements with STI. The related net traffic
settlements receivable (included in “Receivables” account in the consolidated
statements of financial position) and the interconnection revenues earned (included in
“Service revenues” account in the consolidated statements of comprehensive income)
are as follows:
2011
Traffic settlements receivable - net
Interconnection revenues - net

·

P
=36,994
1,136,294

2010
(In Thousand Pesos)
=124,319
P
1,857,336

2009
=34,487
P
2,097,734

Globe Telecom and STI have a technical assistance agreement whereby STI will
provide consultancy and advisory services, including those with respect to the
construction and operation of Globe Telecom’s networks and communication services
(see Note 25.6), equipment procurement and personnel services. In addition, Globe
Telecom has software development, supply, license and support arrangements, lease of
cable facilities, maintenance and restoration costs and other transactions with STI.
The details of fees (included in repairs and maintenance under the “General, selling and
administrative expenses” account in the consolidated statements of comprehensive
income) incurred under these agreements are as follows:
2010
(In Thousand Pesos)
=149,662
P

=99,903
P

53,996

86,901

216,701

25,999

26,904

26,924

2011
Technical assistance fee
Maintenance and restoration costs and
other transactions
Software development, supply, license
and support

P
=179,014

2009

The net outstanding balances due to STI (included in the “Accounts payable and
accrued expenses” account in the consolidated statements of financial position) arising
from these transactions are as follows:
2010
(In Thousand Pesos)
=48,870
P

=24,180
P

80,377

26,640

45,734

23,103

28,818

33,555

2011
Technical assistance fee
Software development, supply, license
and support
Maintenance and restoration costs and
other transactions

P
=54,873

2009
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Globe Telecom earns subscriber revenues from AC. The outstanding subscribers
receivable from AC (included in “Receivables” account in the consolidated statements
of financial position) and the amount earned as service revenue (included in the
“Service revenues” account in the consolidated statements of comprehensive income)
are as follows:
2011
Subscriber receivables
Service revenues

·

P1,718
=
12,640

2010
(In Thousand Pesos)
=3,152
P
13,214

2009
P1,454
=
12,553

Globe Telecom reimburses AC for certain operating expenses. The net outstanding
liabilities to (included in “Accounts payable and accrued expenses” account in the
consolidated statement of financial position) and the amount of expenses incurred
(included in the “General, selling and administrative expenses” account in the
statements of comprehensive income) are as follows:
2011
General, selling and administrative expenses
Accounts payable and accrued expenses

= 7,878
P
234

2010
(In Thousand Pesos)
=26,847
P
–

2009
P21,118
=
31,343

16.2 Joint Ventures in which the Globe Group is a venturer
· Globe Telecom has preferred roaming service contract with BMPL. Under this
contract, Globe Telecom will pay BMPL for services rendered by the latter which
include, among others, coordination and facilitation of preferred roaming arrangement
among JV partners, and procurement and maintenance of telecommunications
equipment necessary for delivery of seamless roaming experience to customers. Globe
Telecom also earns or incurs commission from BMPL for regional top-up service
provided by the JV partners. The net outstanding liabilities to BMPL related to these
transactions amounted to P
=1.00 million, =
P2.89 million and =
P1.02 million as of
December 31, 2011, 2010 and 2009, respectively. Balances related to these transactions
(included in “General, selling and administrative expenses” account in the consolidated
statements of comprehensive income) amounted to =
P12.24 million, P
=12.07 million and
=23.98 million, as of December 31, 2011, 2010 and 2009, respectively.
P
· In October 2009, the Globe Group entered into an agreement with BPI Globe BanKO
for the pursuit of services that will expand the usage of GCash technology. As a result,
the Globe Group recognized revenue amounting to P
=2.86 million and P
=9.99 million in
2011 and 2009, respectively. The revenue earned in 2010 is immaterial. The related
receivables amounted to P
=2.01 million, P
=9.19 million and P
=11.19 million in 2011, 2010
and 2009, respectively.
16.3 Transactions with the Globe Group retirement plan (see Note 11)
· In 2008, the Globe Group granted a short-term loan to the Globe Group retirement plan
amounting to =
P800.00 million with interest at 6.20%. Upon maturity in 2009, the loan
was rolled over until September 2014 and bears interest at 7.75%. Further, in 2009, the
Globe Group granted an additional loan to the retirement fund amounting to
=168.00 million which bears interest at 7.75% and is due also in September 2014.
P

*SGVMC117770*

- 50 The Globe Group retirement plan utilized the loan to fund its investments in BHI, a
domestic corporation that organized to invest in media ventures. In 2008 and 2009,
BHI acquired controlling interest in Altimax Broadcasting Co., Inc. (Altimax) and
Broadcast Enterprises and Affiliated Media Inc. (BEAM), respectively.
· On August 13 and December 21, 2009, the Globe Group granted five-year loans
amounting to =
P250.00 million and =
P45.00 million, respectively, to BHI at 8.275%
interest. The =
P250.00 million loan is covered by a pledge agreement whereby in the
event of default, the Globe Group shall be entitled to offset whatever amount is due to
BHI from any unpaid fees to BEAM, BHI’s subsidiary, from the Globe Group. The
=45.00 million loan is fully secured by a chattel mortgage agreement dated December
P
21, 2009 between Globe Group and BEAM (see Note 25.5).
· On February 1, 2009, the Globe Group entered into a memorandum of agreement
(MOA) with BEAM for the latter to render mobile television broadcast service to Globe
subscribers using the mobile TV service. As a result, the Globe Group recognized an
expense (included in “Professional and other contracted services”) amounting to
=250.00 million in 2011 and 2010, and =
P
P245.58 million in 2009.
· On October 1, 2009, the Globe Group entered into a MOA with Altimax, a subsidiary of
BHI, for the Globe Group’s co-use of specific frequencies of Altimax’s for the rollout
of broadband wireless access to the Globe Group’s subscribers. As a result, the Globe
Group recognized an expense (included in “General, selling and administrative
expenses” account in the consolidated statements of comprehensive income) amounting
to P
=90.00 million in 2011 and 2010, and =
P70.00 million in 2009.
16.4 Transactions with other related parties
Globe Telecom has subscriber receivables (included in “Receivables” account in the
consolidated statements of financial position) and earns service revenues (included in the
“Service revenues” account in the consolidated statements of comprehensive income) from
its other related parties namely, Ayala Land Inc., Ayala Property Management Corporation,
BPI, Manila Water Company, Inc., Integrated Microelectronics, Inc., Stream Global
Services, Inc., HR Mall Inc., Honda Cars, Inc., Isuzu Automotive Dealership, Inc.,
Accendo Commercial Corp., Affinity Express Philippines, Inc., Alveo Land Corp., Asian IOffice Properties,Inc., Avida Land Corp., Avida Sales Corporation, Ayala Hotels, Inc.,
Ayala Plans, Inc., Ayala Systems Technology, Inc., Cebu Holdings, Inc., Makati
Development Corp., myAyala.com, Inc., North Triangle Depot Commercial Corp., PSI
Technologies, Inc., Roxas Land Corp, Serendra, Inc., Station Square East Commercial
Corp., Ten Knots Development, KHI ALI Manila, Inc., Lagoon Development Corp., Subic
Bay Town Center, Inc., Ayala Aviation Corporation, Laguna AAA Water Corp., Liveit
Solution, Inc., Liveit Investments, Ltd., Integreon, Inc., Arvo Commercial Corp., Amaia
Land Corp. and Michigan Power.
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Notes

2011

30

P
=1,098,168
306,846

21
7

288,351
137,209

270,819
78,321

282,064
55,992

4
12

65,694
32,750

150,403
21,496

112,981
14,913

Cash and cash equivalents
Service revenues
General, selling and administrative
expenses
Property and equipment
Subscriber receivables (included in
“Receivables” account)
Accounts payable and accrued expenses

2010
2009
(In Thousand Pesos)
=694,277
P
P
=1,302,806
243,346
233,388

The balances under “General, selling and administrative expenses” and “Property and
equipment” accounts consist of expenses incurred on rent, utilities, customer contract
services, other miscellaneous services and purchase of vehicles, respectively.
These related parties are either controlled or significantly influenced by AC.
16.5 Transactions with key management personnel of the Globe Group
The Globe Group’s compensation of key management personnel by benefit type are as
follows:

Short-term employee benefits
Share-based payments
Post-employment benefits

Notes

2011

21
18.1
18.2

P
=1,024,519
49,338
56,700
P
=1,130,557

2010
2009
(In Thousand Pesos)
=976,103
P
P1,025,734
=
104,788
126,437
132,406
53,289
=1,213,297
P
=1,205,460
P

There are no agreements between the Globe Group and any of its directors and key officers
providing for benefits upon termination of employment, except for such benefits to which
they may be entitled under the Globe Group’s retirement plans.
The Globe Group granted short-term loans to its key management personnel amounting to
=18.64 million, P
P
=11.02 million and P
=13.76 million in 2011, 2010 and 2009, respectively,
included in the “Prepayments and other current assets” in the consolidated statements of
financial position.
The summary of consolidated outstanding balances resulting from transactions with related
parties follows:

Cash and cash equivalents
Accounts payable and accrued
expenses
Property and equipment
Subscriber receivables (included in
“Receivables” account)
Traffic settlements receivable - net
(included in “Receivables”
account)
Other current assets

2010
2009
(In Thousand Pesos)
=694,277
P
=1,302,806
P

Notes

2011

30

P
=1,098,168

12
7

193,304
137,209

128,719
78,321

150,747
55,992

4

69,311

162,741

125,621

4
6

36,994
3,312

124,319
5,461

34,487
1,475
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- 52 The revenues and expenses from related parties are made at terms equivalent to those that prevail
in arm’s length transactions. Outstanding balances as of December 31, 2011, 2010 and 2009 are
unsecured and interest free and settlement occurs in cash. There were no guarantees provided and
received for any related party receivables and payables.

17. Equity and Other Comprehensive Income
Globe Telecom’s authorized capital stock consists of:
2010
2009
2011
Shares
Amount
Shares
Amount
Amount
(In Thousand Pesos and Number of Shares)
250,000 P
=1,250,000
250,000 P
=1,250,000
250,000 P
=1,250,000
179,934
8,996,719
179,934
8,996,719
179,934
8,996,719
Shares

Preferred stock - P
=5 per share
Common stock - P
=50 per share

Globe Telecom’s issued and subscribed capital stock consists of:
2010
2009
2011
Shares
Amount
Shares
Amount
Amount
(In Thousand Pesos and Number of Shares)
158,515
=792,575
P
158,515
=792,575
P
158,515
P
=792,575
132,348
6,617,424
132,346
6,617,280
132,353
6,617,651
Shares

Preferred stock
Common stock
Total shares issued
and subscribed
Less subscriptions receivable
Total capital stock

17.1

7,410,226
–
P
=7,410,226

7,409,999
(776)
=7,409,223
P

7,409,855
(776)
=7,409,079
P

Preferred Stock
Preferred stock has the following features:
(a) Issued at P
=5 par;
(b) Dividend rate to be determined by the BOD at the time of Issue;
(c) One preferred share is convertible to one common share starting at the end of the
10th year of the issue date at a price to be determined by the Globe Telecom’s BOD at
the time of issue which shall not be less than the market price of the common share
less the par value of the preferred share;
(d) Call option - Exercisable any time by Globe Telecom starting at the end of the 5th year
from issue date at a price to be determined by the BOD at the time of issue;
(e) Eligibility of Investors - Only Filipino citizens or corporations or partnerships wherein
60% of the voting stock of voting power is owned by Filipino;
(f) With voting rights;
(g) Cumulative and non-participating;
(h) Preference as to dividends and in the event of liquidation; and
(i) No preemptive right to any share issue of Globe Telecom, and subject to yield
protection in case of change in tax laws.
The dividends for preferred shares are declared upon the sole discretion of the Globe
Telecom’s BOD.
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Common Stock
The rollforward of outstanding common shares are as follows:
Shares
At beginning of year
Exercise of stock options
At end of year

17.3

132,348
5
132,353

2010
2009
2011
Shares
Amount
Shares
Amount
Amount
(In Thousand Pesos and Number of Shares)
P
=6,617,424
227
P
=6,617,651

132,346
2
132,348

=6,617,280
P
144
=6,617,424
P

132,340
6
132,346

=6,617,008
P
272
=6,617,280
P

Cash Dividends
Information on Globe Telecom’s declaration of cash dividends follows:
Per share

Date
Amount
Record
Payable
(In Thousand Pesos, Except Per Share Figures)

Preferred stock dividends declared on:
December 4, 2009
February 8, 2011
December 15, 2011

0.32
0.29
0.22

P50,492
=
45,399
35,295

Common stock dividends declared on:
February 3, 2009
August 4, 2009
November 6, 2009
February 4, 2010
August 3, 2010
February 8, 2011
August 8, 2011

32.00
32.00
50.00
40.00
40.00
31.00
31.00

P4,234,885
=
4,234,979
6,617,280
5,293,926
5,293,939
4,102,803
4,102,802

December 18, 2009 March 18, 2010
February 22, 2011 March 18, 2011
December 29, 2011 March 18, 2012
February 17, 2009
August 19, 2009
November 20, 2009
February 19, 2010
August 17, 2010
February 22, 2011
August 22, 2011

March 10, 2009
September 15, 2009
December 15, 2009
March 15, 2010
September 13, 2010
March 18, 2011
September 19, 2011

The dividend policy of Globe Telecom as approved by the BOD is to declare cash
dividends to its common stockholders on a regular basis as may be determined by the
BOD. The dividend payout rate starting 2006 is approximately 75% of prior year’s net
income payable semi-annually in March and September of each year. This is reviewed
annually, taking into account Globe Telecom’s operating results, cash flows, debt
covenants, capital expenditure levels and liquidity.
On November 6, 2009, the BOD amended the dividend payment rate from 75% to a range
of 75% - 90% and declared a special dividend of P
=50.00 per common share based on
shareholders on record as of November 20, 2009 with the payment date of
December 15, 2009.
On November 8, 2011, the BOD approved the change in dividend policy from 75% - 90%
of net income to 75% - 90% of core net income.
17.4

Retained Earnings Available for Dividend Declaration
The total unrestricted retained earnings available for dividend declaration amounted to
=10,682.12 million as of December 31, 2011. This amount excludes the undistributed net
P
earnings of consolidated subsidiaries, accumulated equity in net earnings of joint ventures
accounted for under the equity method, and unrealized gains recognized on asset and
liability currency translations and unrealized gains on fair value adjustments. The Globe
Group is also subject to loan covenants that restrict its ability to pay dividends
(see Note 14).
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Other Comprehensive Income
Other Reserves

Cash flow hedges

AFS financial
assets

Exchange
differences arising
from translations of
foreign investments

Total

For the Year Ended December 31, 2011 (In Thousand Pesos)
As of January 1, 2011
Fair value changes
Transferred to profit or loss
Tax effect of items taken
directly to or transferred
from equity
Exchange differences
As of December 31, 2011

(P
= 115,834)
(239,094)
185,900

= 35,032
P
1,269
–

(P
= 7,508)
–
–

(P
= 88,310)
(237,825)
185,900

15,958
–
(P
= 153,070)

–
–
= 36,301
P

–
(625)
(P
= 8,133)

15,958
(625)
(P
= 124,902)

For the Year Ended December 31, 2010 (In Thousand Pesos)
As of January 1, 2010
Fair value changes
Transferred to profit or loss
Tax effect of items taken directly
to or transferred from equity
Exchange differences
As of December 31, 2010

(P
=22,554)
(116,679)
(16,578)

=14,882
P
20,150
–

=26,190
P
–
–

P18,518
=
(96,529)
(16,578)

39,977
–
(P
=115,834)

–
–
=35,032
P

–
(33,698)
(P
=7,508)

39,977
(33,698)
(P
=88,310)

For the Year Ended December 31, 2009 (In Thousand Pesos)
As of January 1, 2009
Fair value changes
Transferred to profit or loss
Tax effect of items taken directly
to or transferred from equity
Exchange differences
As of December 31, 2009

(P
=37,219)
(35,116)
60,156

=329
P
14,553
–

=1,508
P
–
–

(P
=35,382)
(20,563)
60,156

(10,375)
–
(P
=22,554)

–
–
=14,882
P

–
24,682
=26,190
P

(10,375)
24,682
=18,518
P

18. Employee Benefits
18.1

Stock Option Plans
The Globe Group has a share-based compensation plan called the Executive Stock Option
Plan (ESOP). The number of shares allocated under the ESOP shall not exceed the
aggregate equivalent of 6% of the authorized capital stock.
On October 1, 2009, the Globe Group granted additional stock options to key executives
and senior management personnel under the ESOP. The grant requires the grantees to
pay a nonrefundable option purchase price of =
P1,000.00 until October 30, 2009, which is
the closing date for the acceptance of the offer. In order to avail of the privilege, the
grantees must remain with Globe Telecom or its affiliates from grant date up to the
beginning of the exercise period of the corresponding shares.
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personnel of the Globe Group under the ESOP from 2003 to 2009:

Date of Grant
April 4, 2003

Number of
Options
Granted
680,200

Fair Value
of each
Option
=283.11
P

Exercise Price
=547.00 per share
P

Exercise Dates
50% of options exercisable from
April 4, 2005 to April 14, 2013; the
remaining 50% exercisable from
April 4, 2006 to April 14, 2013

July 1, 2004

803,800

=840.75 per share
P

50% of options exercisable from
July 1, 2006 to June 30, 2014; the
remaining 50% from July 1, 2007 to
June 30, 2014

=357.94
P

Black-Scholes
option pricing
model

March 24, 2006

749,500

=854.75 per share
P

50% of the options become
exercisable from March 24, 2008 to
March 23, 2016; the remaining 50%
become exercisable from March 24,
2009 to March 23, 2016

=292.12
P

Trinomial option
pricing model

May 17, 2007

604,000

=1,270.50 per share
P

50% of the options become
exercisable from May 17, 2009 to
May 16, 2017, the remaining 50%
become exercisable from May 17,
2010 to May 16, 2017

=375.89
P

Trinomial option
pricing model

August 1, 2008

635,750

=1,064.00 per share
P

50% of the options become
exercisable from August 1, 2010 to
July 31, 2018, the remaining 50%
become exercisable from August 1,
2011 to July 31, 2018

=305.03
P

Trinomial option
pricing model

October 1, 2009

298,950

=993.75 per share
P

50% of the options become
exercisable from October 1, 2011
to September 30, 2019, the
remaining 50% become exercisable
from October 1, 2012 to
September 30, 2019

=346.79
P

Trinomial option
pricing model

Fair Value
Measurement
Black-Scholes
option pricing
model

The exercise price is based on the average quoted market price for the last 20 trading days
preceding the approval date of the stock option grant.
A summary of the Globe Group’s ESOP activity and related information follows:
2011
Number of
Shares
Outstanding, at beginning of year
Granted
Exercised
Expired/forfeited
Outstanding, at end of year
Exercisable, at end of year

1,848,081
–
(50,705)
(57,050)
1,740,326
1,661,401

2010
2009
Weighted
Weighted
Weighted
Average
Average
Average
Number of
Exercise
Number of
Exercise
Exercise
Shares
Price
Shares
Price
Price
(In Thousands and Per Share Figures)
2,038,106 P
=1,041.62
1,929,732 P
=1,035.76
= 1,047.80
P
–
–
298,950
993.75
–
(34,900)
817.79
(137,626)
843.22
856.65
(155,125)
1,018.39
(52,950)
1,073.58
997.06
1,848,081 P
=1,047.80
2,038,106 P
=1,041.62
= 1,055.03
P
1,267,506 P
=1,055.41
828,281
=962.78
P
= 1,057.94
P

The average share prices at dates of exercise of stock options as of December 31, 2011,
2010 and 2009 amounted to =
P1,005.55, =
P948.65 and =
P975.26, respectively.
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of options outstanding is 5.70 years, 6.65 years, and 7.59 years, respectively.
The following assumptions were used to determine the fair value of the stock options at
effective grant dates:
October 1, 2009 August 1, 2008

May 17, 2007

March 24, 2006

July 1, 2004 April 4, 2003

Share price

=995.00
P

=1,130.00
P

=1,340.00
P

=930.00
P

=835.00
P

=580.00
P

Exercise price

=993.75
P

=1,064.00
P

=1,270.50
P

=854.75
P

=840.75
P

=547.00
P

Expected volatility

48.49%

31.73%

38.14%

29.51%

39.50%

34.64%

Option life

10 years

10 years

10 years

10 years

10 years

10 years

Expected dividends

6.43%

6.64%

4.93%

5.38%

4.31%

2.70%

Risk-free interest rate

8.08%

9.62%

7.04%

10.30%

12.91%

11.46%

The expected volatility measured at the standard deviation of expected share price returns
was based on analysis of share prices for the past 365 days. Cost of share-based payments
for the years ended December 31, 2011, 2010 and 2009 amounted to P
=49.34 million,
=104.79 million and P
P
=126.44 million, respectively (see Note 16.5).
18.2

Pension Plan
The Globe Group has a funded, noncontributory, defined benefit pension plan covering
substantially all of its regular employees. The benefits are based on years of service and
compensation on the last year of employment.
The components of pension expense (included in staff costs under “General, selling and
administrative expenses”) in the consolidated statements of comprehensive income are as
follows:
Pension expense
2011
Current service cost
Interest cost on benefit obligation
Expected return on plan assets
Net actuarial losses (gains)
Total pension expense
Actual return on plan assets

P
=199,555
150,463
(259,605)
(26)
P
=90,387
P
=140,792

2010
(In Thousand Pesos)
=245,766
P
181,638
(232,747)
47,110
=241,767
P
=234,071
P

2009
P163,382
=
156,182
(234,018)
(41)
=85,505
P
=181,051
P

The funded status for the pension plan of Globe Group is as follows:
2011
Present value of benefit obligation
Fair value of plan assets
Unrecognized net actuarial losses
Asset recognized in the consolidated statements
of financial position*

P
=2,720,266
(2,376,680)
343,586
(1,215,686)
(P
= 872,100)

2010
2009
(In Thousand Pesos)
=2,186,228
P
P2,079,316
=
(2,355,730)
(2,334,772)
(169,502)
(255,456)
(781,014)
(799,539)
(P
=950,516)

(P
=1,054,995)

*This amount consists of P
=873.26 million included in “Other noncurrent assets” account and P
=1.16 million included in
“Accrued expenses” under “Accounts payable and accrued expenses” account as of December 31, 2011 (see Note 12).
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and fair value of plan assets:
Present value of defined benefit obligation
2011
Balance at beginning of year
Current service cost
Interest cost
Benefits paid
Transfers out
Actuarial losses (gains)
Balance at end of year

P
=2,186,228
199,555
150,463
(90,945)
(9,334)
284,299
P
=2,720,266

2010
2009
(In Thousand Pesos)
=2,079,316
P
P1,319,742
=
245,766
163,382
181,638
156,182
(167,620)
(129,761)
–
–
(152,872)
569,771
=2,186,228
P
=2,079,316
P

Fair value of plan assets
2011
Balance at beginning of year
Expected return
Contributions
Benefits paid
Asset transfer
Actuarial losses
Balance at end of year

P
=2,355,730
259,605
16,151
(90,945)
(9,334)
(154,527)
P
=2,376,680

2010
2009
(In Thousand Pesos)
=2,334,772
P
P2,344,764
=
232,747
234,018
137,287
104
(167,620)
(129,761)
–
–
(181,456)
(114,353)
=2,355,730
P
=2,334,772
P

The recommended contribution for the Globe Group retirement fund for the year 2012
amounted to =
P92.67 million. This amount is based on the Globe Group’s actuarial
valuation report as of December 31, 2011.
As of December 31, 2011, 2010 and 2009, the allocation of the fair value of the plan
assets of the Globe Group follows:
2011
Investments in fixed income securities:
Corporate
Government
Investments in equity securities
Others

12.83%
26.14%
58.76%
2.27%

2010

2009

12.66%
20.96%
63.89%
2.49%

12.40%
18.71%
66.81%
2.08%

In 2008, Globe, Innove and GXI pooled its plan assets for single administration by the
fund managers. The EGG Group’s retirement fund is being managed separately and the
amount of defined benefit obligation is immaterial.
As of December 31, 2011, the pension plan assets of the Globe Group include shares of
stock of Globe Telecom with total fair value of =
P18.72 million, and shares of stock of
other related parties with total fair value of P
=23.99 million.
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2010
8.50%
10.00%
6.00%

2011
6.25%
10.00%
4.50%

Discount rate
Expected rate of return on plan assets
Salary rate increase

2009
9.00%
10.00%
7.00%

In 2011, 2010 and 2009, the Globe Group applied a single weighted average discount rate
that reflects the estimated timing and amount of benefit payments and the currency in
which the benefits are to be paid.
The overall expected rate of return on plan assets is determined based on the market prices
prevailing on that date, applicable to the period over which the obligation is to be settled.
Amounts for the current and previous four years are as follows:
2010
2009
(In Thousand Pesos)

2011
Present value of defined
benefit obligation
Fair value of plan assets
Deficit (surplus)
Experience adjustments:
Gain (loss) on plan liabilities
Gain (loss) on plan assets

2008

2007

P
=2,720,266
2,376,680
343,586

P2,186,228
=
2,355,730
(169,502)

P2,079,316
=
2,334,772
(255,456)

P1,319,742
=
2,344,764
(1,025,022)

P1,690,615
=
1,341,568
349,047

P
=343,102
(154,527)

(P
=23,901)
(181,456)

=18,390
P
(114,327)

(P
=51,340)
(272,539)

(P
=170,819)
29,780

19. Interest Income
Interest income is earned from the following sources:

Short-term placements
Cash in banks
Loans Receivables
Globe Group retirement plan
BHI

Notes

2011

30
30
11, 16.3

P
=188,557
8,025
76,056
24,750
P
=297,388

2010
(In Thousand Pesos)
=90,889
P
23,121
78,766
25,756
=218,532
P

2009
=145,623
P
67,288
51,799
7,096
=271,806
P
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This account consists of:

Lease income
Gain on derivative instruments
Foreign exchange gain - net
Others

Notes

2011

8, 25.4, 25.1.b

P
=172,499
25,495
–
376,774
P
=574,768

22, 28.2.1.2

2010
(In Thousand Pesos)
=173,261
P
–
465,373
218,307
=856,941
P

2009
=204,505
P
–
286,530
573,441
=1,064,476
P

The peso to US dollar exchange rates amounted to P
=43.919, P
=43.811 and P
=46.425 as of
December 31, 2011, 2010 and 2009, respectively.
The Globe Group’s net foreign currency-denominated liabilities amounted to USD188.97 million,
USD267.77 million and USD207.18 million as of December 31, 2011, 2010 and 2009,
respectively (see Note 28.2.1.2).
These combinations of net liability movements and peso rate depreciation/appreciation resulted in
foreign exchange loss in 2011 and foreign exchange gains in 2010 and 2009, respectively
(see Note 22).
The “Others” account includes insurance claims and other items that are individually immaterial.

21. General, Selling and Administrative Expenses
This account consists of:
Notes

2011

Staff costs
16.5, 18
Selling, advertising and promotions
Professional and other contracted services
16
Utilities, supplies and other administrative
expenses
5
Repairs and maintenance
16
Rent
16, 25
Insurance and security services
Taxes and licenses
Courier, delivery and miscellaneous
expenses
Others

P
=5,809,831
4,756,425
4,214,284

2010
2009
(In Thousand Pesos)
=5,088,990
P
=4,980,769
P
4,268,843
3,766,390
3,587,635
2,695,598

3,804,762
3,522,778
2,830,382
1,381,633
1,380,270

3,338,608
3,272,514
2,808,906
1,701,258
1,175,417

2,692,958
2,581,565
3,469,319
1,732,888
1,131,280

1,116,181
487,917
P
=29,304,463

984,274
465,659
=26,692,104
P

906,451
539,664
=24,496,882
P

The “Others” account includes various other items that are individually immaterial.
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This account consists of:

Interest expense - net*
Swap and other financing costs - net
Loss on derivative instruments
Foreign exchange loss - net

Notes

2011

7

P
=2,059,660
211,404
–
308,650
P
=2,579,714

28
20, 28.2.1.2

2010
2009
(In Thousand Pesos)
=1,981,785
P
=2,096,945
P
58,321
38,993
28,295
46,943
–
–
=2,068,401
P
=2,182,881
P

*This account is net of the amount capitalized borrowing costs (see Note 7).

In 2010 and 2009, net foreign exchange gain amounting to P
=465.37 million and P
=286.53 million,
respectively, was presented as part of “Other income - net” account in the consolidated statements
of comprehensive income (see Note 20).
In 2011, gain on derivative instruments amounting to P
=25.50 million was presented as part of
“Other income - net” account in the consolidated statements of comprehensive income
(see Note 20).
Interest expense - net is incurred on the following:

Long-term debt
Accretion expense
Amortization of debt issuance cost
Short term notes payable

Notes

2011

14
15, 25.4
14
14

P
=1,762,501
176,718
116,618
3,823
P
=2,059,660

Notes

2011

2010
In Thousand Pesos
=1,658,291
P
173,687
110,570
39,237
=1,981,785
P

2009
=1,688,201
P
175,317
63,222
170,205
=2,096,945
P

23. Impairment Losses and Others
This account consists of:

Impairment loss on:
Receivables
Property and equipment and
intangible assets
Provisions for (reversal of):
Inventory obsolescence and
market decline
Other claims and assessments

28.2.2

5
13

2010
In Thousand Pesos

2009

P
=1,599,967

=1,285,533
P

=754,633
P

128,614

63,126

75,017

237,918
(47,916)
P
=1,918,583

42,115
138,760
=1,529,534
P

58,743
(88,047)
=800,346
P
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24. Income Tax
The significant components of the deferred income tax assets and liabilities of the Globe Group
represent the deferred income tax effects of the following:
2011
Deferred income tax assets on:
Allowance for impairment losses on
receivables
Unearned revenues already subjected to
income tax
ARO
Accumulated impairment losses on property
and equipment
Accrued rent expense under PAS 17
Inventory obsolescence and market decline
Accrued vacation leave
Unrealized loss on derivative transactions
Provisions for claims and assessments
Cost of share-based payments
NOLCO (see Note 3.2.7)
Allowance for doubtful accounts for longoutstanding net advances
MCIT (see Note 3.2.7)
Unrealized foreign exchange losses
Deferred income tax liabilities on:
Excess of accumulated depreciation and
amortization of Globe Telecom equipment
for tax reporting(a) over financial reporting(b)
Undepreciated capitalized borrowing costs
already claimed as deduction for tax
reporting
Unrealized foreign exchange gain
Prepaid pension
Unamortized discount on noninterest bearing
liability
Customer contracts of acquired company
Others
Net deferred income tax liabilities
(a) Sum-of-the-years digit method
(b) Straight-line method

2010
(In Thousand Pesos)

2009

P
=1,033,282

=737,311
P

=400,352
P

760,762
406,953

744,504
374,106

918,938
346,668

126,247
112,842
98,752
90,788
77,056
56,632
13,208
1,012

98,389
120,753
43,265
84,168
67,793
73,592
5,819
13,499

88,808
130,805
87,311
76,402
16,845
33,097
23,555
138,054

8,980
–
125
2,786,639

–
954
125
2,364,278

–
46,711
21,202
2,328,748

4,382,211

4,799,099

5,116,298

1,324,137
167,834
33,658

1,166,689
279,037
23,059

839,330
160,761
21,709

22,277
4,870
15,396
5,950,383
P
=3,163,744

39,718
6,572
–
6,314,174
=3,949,896
P

67,178
8,228
–
6,213,504
=3,884,756
P

Net deferred tax assets and liabilities presented in the consolidated statements of financial position
on a net basis by entity are as follows:
2010
2009
(In Thousand Pesos)
Net deferred tax assets*
=670,594
P
=742,538
P
P
=765,670
Net deferred tax liabilities (Globe Telecom)
4,620,490
4,627,294
3,929,414
*2011 consists of Innove, GXI and EGG Group; 2010 and 2009 consists of Innove and EGG Group.
2011
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is no assurance that GXI will generate sufficient taxable income to allow all or part of its deferred
income tax assets to be utilized. The unrecognized deferred income tax assets consist of the tax
effects of the following:
Deferred tax assets on:
NOLCO
Unearned revenues already subjected
to income tax
MCIT
Allowance for impairment losses on
receivables
Accumulated impairment losses on
property and equipment
Accrued employee benefits
Unrealized foreign exchange losses
Inventory obsolescence and market
decline
Deferred income tax assets

2011

2010

2009

=38,987
P

=58,538
P

33,898

1,545
3,349

1,871
1,733

2,053
1,411

3,927

1,070

55

955
232
–

955
207
156

955
150
67

59
=49,054
P

–
=64,530
P

15
=38,604
P

The details of GXI’s and GTI’s NOLCO and MCIT and the related tax effects are as follows
(in thousand pesos):
Inception Year
2011
2010
2009

MCIT
=1,854
P
322
1,174
=3,350
P

NOLCO
=1,204
P
129,956
3,373
=134,533
P

Tax Effect of
NOLCO
=361
P
38,987
1,012
=40,360
P

Expiry Year
2014
2013
2012

GXI’s NOLCO amounting to P
=34.87 million expired in 2011.
The reconciliation of the provision for income tax at statutory tax rate and the actual current and
deferred provision for income tax follows:
2010
(In Thousand Pesos)
=4,211,458
P
P
=4,229,121
2011

Provision at statutory income tax rate
Add (deduct) tax effects of:
Deferred tax on unexercised stock options and
basis differences on deductible and reported
stock compensation expense
Equity in net losses of joint ventures
Income subjected to lower tax rates
Others
Actual provision for income tax

5,324
8,203
(517,986)
540,602
P
=4,265,264

47,806
890
(51,205)
84,609
=4,293,558
P

2009
=5,391,811
P

15,405
2,103
(62,175)
56,685
=5,403,829
P

The current provision for income tax includes the following:
2010
(In Thousand Pesos)
=4,166,153
P
P
=5,011,849
21,472
37,630
=4,187,625
P
P
=5,049,479
2011

RCIT or MCIT whichever is higher
Final tax

2009
=5,543,242
P
40,567
=5,583,809
P
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Globe Telecom and Innove are entitled to certain tax and nontax incentives and have availed of
incentives for tax and duty-free importation of capital equipment for their services under their
respective franchises.

25. Agreements and Commitments
25.1

Lease Commitments
(a) Operating lease commitments - Globe Group as lessee
Globe Telecom and Innove lease certain premises for some of its telecommunications
facilities and equipment and for most of its business centers and network sites. The
operating lease agreements are for periods ranging from 1 to 10 years from the date of
the contracts and are renewable under certain terms and conditions. The agreements
generally require certain amounts of deposit and advance rentals, which are shown as
part of the “Other noncurrent assets” and “Prepayment and other current assets”
accounts in the consolidated statements of financial position (see Notes 6 and 11).
The Globe Group also has short term renewable leases on transmission cables and
equipment. The Globe Group’s rentals incurred on these various leases (included in
“General, selling and administrative expenses” account in the consolidated statements
of comprehensive income) amounted to =
P2,830.38 million, P
=2,808.91 million and
=3,469.32 million for the years ended December 31, 2011, 2010 and 2009,
P
respectively (see Note 21).
As of December 31, 2011, the future minimum lease payments under these operating
leases are as follows (in thousand pesos):
Not later than one year
After one year but not more than five years
After five years

=2,074,417
P
7,091,914
2,406,696
=11,573,027
P

(b) Operating lease commitments - Globe Group as lessor
Globe Telecom and Innove have certain lease agreements on equipment and office
spaces. The operating lease agreements are for periods ranging from one (1) to
fourteen (14) years from the date of contracts. These include Globe Telecom’s lease
agreement with C2C Pte. Ltd. (C2C) (see Note 25.4).
Total lease income amounted to P
=172.50 million for the years ended
December 31, 2011, 2010 and 2009, respectively.
The future minimum lease receivables under these operating leases are as follows
(in thousand pesos):
Within one year
After one year but not more than five years

=156,755
P
509,455
=666,210
P
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Agreements and Commitments with Other Carriers
Globe Telecom and Innove have existing international telecommunications service
agreements with various foreign administrations and interconnection agreements with
local telecommunications companies for their various services. Globe also has
international roaming agreements with other foreign operators, which allow its
subscribers access to foreign networks. The agreements provide for sharing of toll
revenues derived from the mutual use of telecommunication networks.

25.3

Arrangements and Commitments with Suppliers
Globe Telecom and Innove have entered into agreements with various suppliers for
the development or construction, delivery and installation of property and equipment.
Under the terms of these agreements, advance payments are made to suppliers and
delivery, installation, development or construction commences only when purchase
orders are served. While the development or construction is in progress, project costs
are accrued based on the billings received. Billings are based on the progress of the
development or construction and advance payments are being applied proportionately
to the milestone billings. When development or construction and installation are
completed and the property and equipment is ready for service, the balance of the
value of the related purchase orders is accrued.
The consolidated accrued project costs as of December 31, 2011, 2010 and 2009
included in the “Accounts payable and accrued expenses” account in the consolidated
statements of financial position amounted to P
=6,906.94 million, P
=8,638.12 million and
=8,081.68 million, respectively (see Note 12). As of December 31, 2011, the
P
consolidated expected future billings on the unaccrued portion of purchase orders
issued amounted to =
P11,724.15 million. The settlement of these liabilities is
dependent on the payment terms and project milestones agreed with the suppliers and
contractors. As of December 31, 2011, the unapplied advances made to suppliers and
contractors relating to purchase orders issued amounted to =
P1,674.92 million
(see Note 6).
In November 2011, Globe Telecom announced to undertake a network modernization
program over the next two or three years. The massive network upgrade is aimed at
significantly improving network quality and customer experience, increase capacity,
drive down costs, as well as prepare the network to meet the needs of customers today
and in the future. At the same time, Globe Telecom is initiating an IT transformation
project to create a streamlined and integrated information environment, in response to
changing market and business demands. External partners will be tapped to help
manage the modernization efforts. Globe Telecom estimated investment for this
program amounts to USD790.00 million.

25.4

Agreements with C2C/Pacnet
In 2001, Globe Telecom signed a cable equipment supply agreement with C2C as the
supplier. In March 2002, Globe Telecom as lessor entered into an equipment lease
agreement for the said equipment with GB21 Hong Kong Limited (GB21).
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obligations pursuant to the lease agreement, assigned all its rights, obligations and
interest in the equipment lease agreement to C2C. As a result of the said assignment
of payables by GB21 to C2C, Globe Telecom’s liability arising from the cable
equipment supply agreement with C2C was effectively converted into a noninterestbearing long-term obligation accounted for at net present value under PAS 39
starting 2005. The carrying value of this obligation amounted to P
=735.94 million as
of December 31, 2009 (see Note 15).
In January 2003, Globe Telecom received advance lease payments from C2C for its
use of a portion of Globe Telecom’s cable landing station facilities. Accordingly,
based on the amortization schedule, Globe Telecom recognized lease income
amounting to =
P12.26 million, =
P12.26 million and =
P11.90 million for the years ended
December 31, 2011, 2010 and 2009, respectively.
In 2009, the said advances amounting to P
=67.67 million were shown as part of the
current portion of “Other long-term liabilities” account in the consolidated statements
of financial position (see Note 15):
On November 17, 2009, Globe Telecom and Pacnet Cable Ltd. (Pacnet), formerly
C2C, signed a memorandum of agreement (MOA) to terminate and unwind their
Landing Party Agreement dated August 15, 2000 (LPA). The MOA further requires
Globe Telecom, being duly licensed and authorized by the NTC to land the C2C
Cable Network in the Philippines and operate the C2C Cable Landing Station (CLS)
in Nasugbu, Batangas, Philippines, to transfer to Pacnet’s designated qualified
partner, the license of the C2C CLS, the CLS, a portion of the property on which the
CLS is situated, certain equipment and associated facilities thereof.
In return, Pacnet will compensate Globe Telecom in cash and by way of C2C cable
capacities deliverable upon completion of certain closing conditions. The MOA also
provided for novation of abovementioned equipment supply and lease agreements and
reciprocal options for Globe Telecom to purchase future capacities from Pacnet and
Pacnet to purchase backhaul and ducts from Globe Telecom at agreed prices.
In the second quarter of 2010, the specific equipment, portion of the property and
facilities, and the liabilities associated with the transfer were identified and were
classified as current and shown separately in the consolidated statement of financial
position as “Assets classified as held for sale” and “Liabilities directly associated with
the assets classified as held for sale” (see Note 7).
As of December 31, 2011, the Globe Group retains the classification of its non-current
assets as held for sale. Globe Group expects no changes in the terms of agreement
and on the valuation as the considerations have already been fixed, and remains to be
committed to its plan to sell the assets. The closing documents are expected to be
fully executed within 2012.
As of December 31, 2011 and 2010, assets classified as held for sale amounted to
=778.32 million. As of December 31, 2011 and 2010, liabilities directly associated
P
with assets classified as held for sale amounted to P
=583.37 million and
=697.73 million, respectively.
P
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Agreement with BHI
On August 11, 2009, Globe Telecom signed a credit facility agreement with BHI
amounting to =
P750.00 million. The total drawdown under this loan made by BHI in
2009 amounted to =
P295.00 million. The loan is payable in one full payment, five
years from the date of initial drawdown with a prepayment option in whole or in part
on an interest payment date. Interest is at the rate of 8.275% payable semi-annually in
arrears and the loan is secured by a pledge and chattel mortgage agreement. As of
December 31, 2011 and 2010, the undrawn balance of the credit facility is
=455.00 million (see Note 11).
P

25.6

Agreement with STI
In 2009, STI agreed to sell to Globe Telecom its own capacity in a certain cable
system. In 2009 also, Globe Telecom agreed to sell to STI capacities that it owns in a
certain cable system (see Note 16). In March 2011, the final agreements were
executed between Globe Telecom and STI whereby Globe Telecom conveyed and
transferred ownership of certain Indefeasible Rights of Use (IRU) of certain
international cables systems in exchange for IRUs of certain cables systems of STI.
The assets received were booked at its fair value amounting to =
P120.19 million.

25.7

Construction Maintenance Agreement for South-East Asia Japan Cable System (SJC)
In April 2011, the global consortium of telecommunication companies formed to build
and operate the South-East Asia Japan Cable (SJC) system officially started the
construction of the project that will link Brunei, China Mainland, Hong Kong,
Philippines, Japan, and Singapore with options to extend to Thailand. The SJC
consortium is composed of Globe Telecom and 9 other international carriers. Globe
Telecom’s estimated investment for this project amounts to USD63.60 million and
total expenditures incurred was at 20% as of December 31, 2011.

25.8

Commitment to increase GXI’s paid-up capital
On May 5, 2009, the BOD of Globe Telecom approved the issuance of a guarantee to
the Bangko Sentral ng Pilipinas (BSP) for the proposal of GXI to increase its paid-up
capital to P
=100.00 million on a staggered basis over a period of two (2) years to meet
the required minimum capital and qualify as E-Money Issuer-Others in compliance
with BSP Circular No. 649. On August 27, 2009, the Monetary Board of the BSP
approved GXI’s compliance with this circular under Resolution No. 1223.
On August 3, 2010, the BOD of Globe Telecom approved the transfer of GXI’s
related assets booked under Globe Telecom to GXI books in compliance with BSP’s
first tranche requirement to increase GXI’s paid up capital to at least P
=50.00 million
by 2010. Globe Telecom made the additional capital infusion to GXI through transfer
of assets and GXI recorded the assets at its fair value amount of P
=53.69 million
increasing its total paid-up capital to P
=82.69 million as of December 31, 2010.
On December 15, 2011, the BOD of Globe Telecom approved the transfer of GXI’s
related assets booked under Globe Telecom to GXI books to comply with BSP’s
second tranche requirement to increase GXI’s paid up capital to =
P100.00 million by
2011. Globe Telecom made the additional capital infusion to GXI through transfer of
assets in December 2011 and GXI recorded the assets at its fair value amount of
=18.92 million.
P
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=103.87 million. After
consolidation, where the additional infusion and transfer of assets are eliminated, the
assets remain under Globe Telecom at its net book value amounting to =
P43.37 million.

26. Contingencies
On July 23, 2009, the NTC issued NTC Memorandum Circular (MC) No. 05-07-2009 (Guidelines
on Unit of Billing of Mobile Voice Service). The MC provides that the maximum unit of billing
for the cellular mobile telephone service (CMTS) whether postpaid or prepaid shall be six (6)
seconds per pulse. The rate for the first two (2) pulses, or equivalent if lower period per pulse is
used, may be higher than the succeeding pulses to recover the cost of the call set-up. Subscribers
may still opt to be billed on a one (1) minute per pulse basis or to subscribe to unlimited service
offerings or any service offerings if they actively and knowingly enroll in the scheme.
On December 28, 2010, the CA rendered its decision declaring null and void and reversing the
decisions of the NTC in the rates applications cases for having been issued in violation of Globe
and the other carrier’s constitutional and statutory right to due process. However, while the
decision is in Globe’s favor, there is a provision in the decision that NTC did not violate the right
of petitioners to due process when it declared via circular that the per pulse billing scheme shall be
the default.
Last January 21, 2011, Globe and two other telecom carriers, filed their respective Motions for
Partial Reconsideration (MR) on the pronouncement that “the Per Pulse Billing Scheme shall be
the default”. The MR is pending resolution as of February 10, 2012.
The Globe Group is contingently liable for various claims arising in the ordinary conduct of
business and certain tax assessments which are either pending decision by the courts or are being
contested, the outcome of which are not presently determinable. In the opinion of management
and legal counsel, the possibility of outflow of economic resources to settle the contingent liability
is remote.

27. Earnings Per Share
The Globe Group’s earnings per share amounts were computed as follows:
2011

2010

2009

(In Thousand Pesos and Number of Shares,
Except Per Share Figures)

Net income attributable to common shareholders
for basic earnings per share
Add dividends on preferred shares
Net income attributable to shareholders for diluted
earnings per share
Weighted average number of shares for basic
earnings per share
Dilutive shares arising from:
Stock options
Convertible preferred shares
Adjusted weighted average number of common
stock for diluted earnings per share
Basic earnings per share
Diluted earnings per share

P
=9,796,510
35,295

=9,699,235
P
45,399

=12,518,381
P
50,492

9,831,805

9,744,634

12,568,873

132,349

132,343

132,342

40
882

42
890

66
867

133,271
P
=74.02
P
=73.77

133,275
=73.29
P
=73.12
P

133,275
=94.59
P
=94.31
P

*SGVMC117770*

- 68 28. Capital and Risk Management and Financial Instruments
28.1

General
The Globe Group adopts an expanded corporate governance approach in managing its
business risks. An Enterprise Risk Management Policy was developed to systematically
view the risks and to provide a better understanding of the different risks that could
threaten the achievement of the Globe Group’s mission, vision, strategies, and goals, and
to provide emphasis on how management and employees play a vital role in achieving the
Globe Group’s mission of transforming and enriching lives through communications.
The policies are not intended to eliminate risk but to manage it in such a way that
opportunities to create value for the stakeholders are achieved. Globe Group risk
management takes place in the context of the normal business processes such as strategic
planning, business planning, operational and support processes.
The application of these policies is the responsibility of the BOD through the Chief
Executive Officer. The Chief Financial Officer and concurrent Chief Risk Officer
champions and oversees the entire risk management function. Risk owners have been
identified for each risk and they are responsible for coordinating and continuously
improving risk strategies, processes and measures on an enterprise-wide basis in
accordance with established business objectives.
The risks are managed through the delegation of management and financial authority and
individual accountability as documented in employment contracts, consultancy contracts,
letters of authority, letters of appointment, performance planning and evaluation forms,
key result areas, terms of reference and other policies that provide guidelines for
managing specific risks arising from the Globe Group’s business operations and
environment.
The Globe Group continues to monitor and manage its financial risk exposures according
to its BOD approved policies.
The succeeding discussion focuses on Globe Group’s capital and financial risk
management.

28.2

Capital and Financial Risk Management Objectives and Policies
The primary objective of the Globe Group’s capital management is to ensure that it
maintains a strong credit rating and healthy capital ratios in order to support its business
and maximize shareholder value.
The Globe Group monitors its use of capital using leverage ratios, such as debt to total
capitalization and makes adjustments to it in light of changes in economic conditions and
its financial position.
The Globe Group is not subject to externally imposed capital requirements. The ratio of
debt to total capitalization for the years ended December 31, 2011, 2010 and 2009 was at
50%, 52% and 50%, respectively.
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- 69 The main purpose of the Globe Group’s financial risk management is to fund its
operations and capital expenditures. The main risks arising from the use of financial
instruments are market risk, credit risk and liquidity risk. The Globe Group also enters
into derivative transactions, the purpose of which is to manage the currency and interest
rate risk arising from its financial instruments.
Globe Telecom’s BOD reviews and approves the policies for managing each of these
risks. The Globe Group monitors market price risk arising from all financial instruments
and regularly reports financial management activities and the results of these activities to
the BOD.
The Globe Group’s risk management policies are summarized below:
28.2.1 Market Risk
Market risk is the risk that the fair value of future cash flows of a financial
instrument will fluctuate because of changes in market prices. Globe Group is
mainly exposed to two types of market risk: interest rate risk and currency risk.
Financial instruments affected by market risk include loans and borrowings, AFS
investments, and derivative financial instruments.
The sensitivity analyses in the following sections relate to the position as at
December 31, 2011, 2010 and 2009. The analyses exclude the impact of
movements in market variables on the carrying value of pension, provisions and
on the non-financial assets and liabilities of foreign operations.
The following assumptions have been made in calculating the sensitivity analyses:
·
·

·

The statement of financial position sensitivity relates to derivatives.
The sensitivity of the relevant income statement item is the effect of the
assumed changes in respective market risks. This is based on the financial
assets and financial liabilities held as at December 31, 2011, 2010 and 2009
including the effect of hedge accounting.
The sensitivity of equity is calculated by considering the effect of any
associated cash flow hedges for the effects of the assumed changes the
underlying.

28.2.1.1 Interest Rate Risk
The Globe Group’s exposure to market risk from changes in interest
rates relates primarily to the Globe Group’s long-term debt obligations.
Please refer to table presented under 28.2.3 Liquidity Risk.
Globe Group’s policy is to manage its interest cost using a mix of fixed
and variable rate debt, targeting a ratio of between 31-62% fixed rate
USD debt to total USD debt, and between 44-88% fixed rate PHP debt
to total PHP debt. To manage this mix in a cost-efficient manner, Globe
Group enters into interest rate swaps, in which Globe Group agrees to
exchange, at specified intervals, the difference between fixed and
variable interest amounts calculated by reference to an agreed-upon
notional principal amount.
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39% and 58%, 32% and 65%, and 34% and 45% of the Globe Group’s
USD and PHP borrowings as of December 31, 2011 and 2010, and
2009, respectively, are at a fixed rate of interest.
The following tables demonstrate the sensitivity of income before tax to
a reasonably possible change in interest rates after the impact of hedge
accounting, with all other variables held constant.
2011
Increase/decrease
in basis points
USD*
PHP

+35bps
-35bps
+100bps
-100bps

Effect on income
before income tax
Effect on equity
Increase (decrease)
Increase (decrease)
(In Thousand Pesos)
(P
= 2,599)
P
=193
2,570
(193)
(151,509)
145,932
151,504
(150,577)

2010
Increase/decrease
in basis points
USD
PHP

+35bps
-35bps
+100bps
-100bps

Effect on income
before income tax
Effect on equity
Increase (decrease)
Increase (decrease)
(In Thousand Pesos)
(P
=14,607)
=7,086
P
14,622
(7,009)
(134,008)
153,121
133,980
(160,664)

2009
Increase/decrease
in basis points
USD
PHP

+200 bps
-200 bps
+100 bps
-100 bps

Effect on income
before income tax
Effect on equity
Increase (decrease)
Increase (decrease)
(In Thousand Pesos)
(P
=31,983)
=38,989
P
29,784
(17,214)
(121,820)
–
121,747
–

*The Globe Group revised the USD interest rates to a more reasonable estimate due to declining
USD LIBOR

28.2.1.2 Foreign Exchange Risk
The Globe Group’s foreign exchange risk results primarily from
movements of the PHP against the USD with respect to USDdenominated financial assets, USD-denominated financial liabilities and
certain USD-denominated revenues. Majority of revenues are generated
in PHP, while substantially all of capital expenditures are in USD. In
addition, 11%, 15% and 14% of debt as of December 31, 2011, 2010
and 2009, respectively, are denominated in USD before taking into
account any swap and hedges.
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monetary assets and liabilities and their PHP equivalents are as follows:
2011

2010
US
Peso
Dollar
Equivalent
(In Thousands)

2009
US
Dollar

Peso
Equivalent

=1,821,337
P
2,552,308

$45,684
50,359

=2,120,901
P
2,337,915

–
–
99,830

–
–
4,373,645

–
–
96,043

5
–
4,458,821

197,586
–
170,011
367,597

8,656,460
–
7,448,357
16,104,817

155,085
–
148,133
303,218

7,199,819
–
6,877,090
14,076,909

Net foreign currency$267,767
denominated liabilities
= 8,299,517
P
$188,967
*This table excludes derivative transactions disclosed in Note 28.3

=11,731,172
P

$207,175

=9,618,088
P

Assets
Cash and cash equivalents
Receivables
Prepayments and other
current assets
Long-term notes receivable
Liabilities
Accounts payable and accrued
expenses
Short-term notes payable
Long-term debt

US
Dollar

Peso
Equivalent

$57,337
65,555

= 2,517,883
P
2,879,122

$41,573
58,257

–
1,590
124,482

–
69,831
5,466,836

191,159
40,000
82,290
313,449

8,395,498
1,756,760
3,614,095
13,766,353

The following tables demonstrate the sensitivity to a reasonably possible
change in the PHP to USD exchange rate, with all other variables held
constant, of the Globe Group’s income before tax (due to changes in the
fair value of financial assets and liabilities).
2011
Increase/decrease
in Peso to
US Dollar exchange rate
+.40
-.40

Effect on income before
income tax Increase
Effect on equity
(decrease)
Increase (decrease)
(In Thousand Pesos)
(P
= 74,558)
(P
= 12)
74,558
12

2010
Increase/decrease
in Peso to
US Dollar exchange rate
+.40
-.40

Effect on income before
Effect on equity
income tax Increase (decrease)
Increase (decrease)
(In Thousand Pesos)
(P
=106,051)
(P
=14,181)
106,051
14,181

2009
Increase/decrease
in Peso to
US Dollar exchange rate
+.40
-.40

Effect on income before
Effect on equity
income tax Increase (decrease)
Increase (decrease)
(In Thousand Pesos)
(P
=81,857)
(P
=278)
81,857
278
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- 72 The movement on the effect on income before income tax is a result of a
change in the fair value of derivative financial instruments not
designated in a hedging relationship and monetary assets and liabilities
denominated in US dollars, where the functional currency of the Group
is Philippine Peso. Although the derivatives have not been designated in
a hedge relationship, they act as a commercial hedge and will offset the
underlying transactions when they occur.
The movement in equity arises from changes in the fair values of
derivative financial instruments designated as cash flow hedges.
In addition, the consolidated expected future payments on foreign
currency-denominated purchase orders related to capital projects
amounted to USD203.47 million, USD274.51 million and USD255.79
million as of December 31, 2011, 2010 and 2009, respectively
(see Note 25.3). The settlement of these liabilities is dependent on the
achievement of project milestones and payment terms agreed with the
suppliers and contractors. Foreign exchange exposure assuming a +/-40
centavos in 2011, 2010 and 2009 movement in PHP to USD rate on
commitments amounted to =
P81.39 million, =
P109.80 million and
=102.32 million gain or loss, respectively.
P
The Globe Group’s foreign exchange risk management policy is to
maintain a hedged financial position, after taking into account expected
USD flows from operations and financing transactions. Globe Telecom
enters into short-term foreign currency forwards and long-term foreign
currency swap contracts in order to achieve this target.
28.2.2 Credit Risk
Applications for postpaid service are subjected to standard credit evaluation and
verification procedures. The Credit and Billing Management of the Globe Group
continuously reviews credit policies and processes and implements various credit
actions, depending on assessed risks, to minimize credit exposure. Receivable
balances of postpaid subscribers are being monitored on a regular basis and
appropriate credit treatments are applied at various stages of delinquency.
Likewise, net receivable balances from carriers of traffic are also being monitored
and subjected to appropriate actions to manage credit risk. The maximum credit
exposure relates to receivables net of any allowances provided.
With respect to credit risk arising from other financial assets of the Globe Group,
which comprise cash and cash equivalents, short-term investments, AFS financial
investments and certain derivative instruments, the Globe Group’s exposure to
credit risk arises from the default of the counterparty, with a maximum exposure
equal to the carrying amount of these instruments. The Globe Group’s
investments comprise short-term bank deposits and government securities. Credit
risk from these investments is managed on a Globe Group basis. For its
investments with banks, the Globe Group has a counterparty risk management
policy which allocates investment limits based on counterparty credit rating and
credit risk profile.
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- 73 The Globe Group makes a quarterly assessment of the credit standing of its
investment counterparties, and allocates investment limits based on size, liquidity,
profitability, and asset quality. For investments in government securities, these
are denominated in local currency and are considered to be relatively risk-free.
The usage of limits is regularly monitored. For its derivative counterparties, the
Globe Group deals only with counterparty banks with investment grade ratings
and large local banks. Credit ratings of derivative counterparties are reviewed
quarterly.
Following are the Globe Group exposures with its investment counterparties for
cash and cash equivalents as of December 31:
2011
53%
40%
7%
–

Local bank deposits
Onshore foreign bank
Special deposit account
Offshore bank deposit

2010
52%
16%
29%
3%

2009
48%
25%
15%
12%

The Globe Group has not executed any credit guarantees in favor of other parties.
There is also minimal concentration of credit risk within the Globe Group. Credit
exposures from subscribers and carrier partners continue to be managed closely
for possible deterioration. When necessary, credit management measures are
proactively implemented and identified collection risks are being provided for
accordingly. Outstanding credit exposures from financial instruments are
monitored daily and allowable exposures are reviewed quarterly.
The tables below show the aging analysis of the Globe Group’s receivables as of
December 31.
2011

Wireless receivables:
Consumer
Key corporate accounts
Other corporations and
Small and Medium
Enterprises (SME)
Wireline receivables:
Consumer
Key corporate accounts
Other corporations and
SME
Other trade receivables
Traffic receivables:
Foreign
Local
Other receivables
Total

Neither Past
Due Nor
Impaired

Less than
30 days

= 668,475
P
51,246

P651,816
=
169,990

P381,531
=
201,517

P227,761
=
132,861

288,812
1,008,533

254,929
1,076,735

250,509
833,557

241,871
70,771

240,349
162,774

46,243
358,885
–
1,890,996
163,068
2,054,064
951,302
= 4,372,784
P

Past Due But Not Impaired
31 to 60
61 to 90
More than
days
days
90 days
(In Thousand Pesos)

Impaired
Financial
Assets

Tota

P538,984
=
326,724

= 713,729
P
81,418

= 3,182,296
P
963,756

137,686
498,308

436,163
1,301,871

161,668
956,815

1,529,767
5,675,819

117,342
310,188

57,601
205,506

50,462
687,907

1,782,483
214,751

2,490,108
1,651,897

80,443
483,566
3,986

31,990
459,520
1,940

24,599
287,706
5,553

30,733
769,102
9,278

192,679
2,189,913
–

406,687
4,548,692
20,757

–
–
–
–
= 1,564,287
P

–
–
–
–
= 1,295,017
P

–
–
–
–
= 791,567
P

–
–
–
–
= 2,080,251
P

165,261
72,537
237,798
11,703
= 3,396,229
P

2,056,257
235,605
2,291,862
963,005
= 13,500,135
P
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Wireless receivables:
Consumer
Key corporate accounts
Other corporations and
SME
Wireline receivables:
Consumer
Key corporate accounts
Other corporations and
SME
Other trade receivables
Traffic receivables:
Foreign
Local
Other receivables
Total

Past Due But Not Impaired
31 to 60
61 to 90
More than
days
days
90 days
(In Thousand Pesos)

Impaired
Financial
Assets

Tota

=744,827
P
201,733

=346,499
P
74,131

=2,803,841
P
677,489

18,802
286,061

175,710
1,122,270

83,920
504,550

636,638
4,117,968

111,297
165,621

66,806
216,576

76,989
823,085

1,252,527
179,015

1,958,609
1,569,929

50,922
448,998
–

30,474
307,392
8,447

16,125
299,507
5,186

49,166
949,240
4,214

140,542
1,572,084

374,098
3,902,636
17,847

1,731,708
133,474
1,865,182
647,464
=3,509,377
P

–
–
–
–
=1,444,128
P

–
–
–
–
=854,480
P

–
–
–
–
=590,754
P

–
–
–
–
=2,075,724
P

175,241
89,815
265,056
11,414
=2,353,104
P

1,906,949
223,289
2,130,238
658,878
=10,827,567
P

Neither Past
Due Nor
Impaired

Less than
30 days

Past Due But Not Impaired
31 to 60
61 to 90
More than
days
days
90 days
(In Thousand Pesos)

Impaired
Financial
Assets

Tota

=262,965
P
32,777

=354,222
P
133,249

=151,239
P
106,967

=93,469
P
69,193

=255,714
P
116,094

=88,088
P
20,154

=1,205,697
P
478,434

110,527
406,269

103,315
590,786

39,450
297,656

20,535
183,197

49,246
421,054

47,690
155,932

370,763
2,054,894

158,475
16,282

152,776
97,368

82,966
153,984

79,941
242,937

129,685
804,630

610,142
76,400

1,213,985
1,391,601

71,041
245,798
–

48,108
298,252
16,407

25,663
262,613
2,715

13,690
336,568
–

46,182
980,497
–

93,228
779,770
2,681

297,912
2,903,498
21,803

1,838,777
303,090
2,141,867
626,640
=3,420,574
P

–
–
–
–
=905,445
P

–
–
–
–
=562,984
P

–
–
–
–
=519,765
P

–
–
–
–
=1,401,551
P

97,971
79,435
177,406
8,111
=1,123,900
P

1,936,748
382,525
2,319,273
634,751
=7,934,219
P

Neither Past
Due Nor
Impaired

Less than
30 days

=521,771
P
19,975

=739,554
P
103,032

=311,860
P
150,689

=139,330
P
127,929

129,570
671,316

152,544
995,130

76,092
538,641

235,480
3,066

215,510
182,566

86,869
325,415
–

2009

Wireless receivables:
Consumer
Key corporate accounts
Other corporations and
SME
Wireline receivables:
Consumer
Key corporate accounts
Other corporations and
SME
Other trade receivables
Traffic receivables:
Foreign
Local
Other receivables
Total

Total allowance for impairment losses amounted to =
P3,380.63 million,
=2,453.44 million and =
P
P1,350.99 million includes allowance for impairment
arising from collective assessment amounted to P
=337.65 million,
=328.72 million, and =
P
P99.21 million as of December 31, 2011, 2010 and 2009,
respectively (see Note 4).
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- 75 The table below provides information regarding the credit risk exposure of the
Globe Group by classifying assets according to the Globe Group’s credit ratings
of receivables as of December 31. The Globe Group’s credit rating is based on
individual borrower characteristics and their relationship to credit event
experiences.
2011
Neither past-due nor impaired
High Quality Medium Quality Low Quality
(In Thousand Pesos)
Wireless receivables:
Consumer
Key corporate accounts
Other corporations and SME
Wireline receivables:
Consumer
Key corporate accounts
Other corporations and SME
Total

Total

P
=389,075
7,007
156,570
552,652

P
=188,526
1,202
27,688
217,416

P
=90,874
43,037
104,554
238,465

P
=668,475
51,246
288,812
1,008,533

212,613
67,753
39,948
320,314
P
=872,966

29,258
3,010
6,120
38,388
P
=255,804

–
8
175
183
P
=238,648

241,871
70,771
46,243
358,885
P
=1,367,418

Neither past-due nor impaired
High Quality Medium Quality
Low Quality
(In Thousand Pesos)

Total

2010

Wireless receivables:
Consumer
Key corporate accounts
Other corporations and SME
Wireline receivables:
Consumer
Key corporate accounts
Other corporations and SME
Total

=280,831
P
9,817
60,842
351,490

=64,889
P
1,183
4,358
70,430

=176,051
P
8,975
64,370
249,396

=521,771
P
19,975
129,570
671,316

196,067
2,912
79,049
278,028
=629,518
P

39,413
154
7,512
47,079
=117,509
P

–
–
308
308
=249,704
P

235,480
3,066
86,869
325,415
=996,731
P

Neither past-due nor impaired
High Quality Medium Quality
Low Quality
(In Thousand Pesos)

Total

2009

Wireless receivables:
Consumer
Key corporate accounts
Other corporations and SME
Wireline receivables:
Consumer
Key corporate accounts
Other corporations and SME
Total

=183,594
P
27,339
25,054
235,987

=41,292
P
3,867
37,693
82,852

=38,079
P
1,571
47,780
87,430

=262,965
P
32,777
110,527
406,269

70,395
13,658
34,676
118,729
=354,716
P

10,563
116
4,036
14,715
=97,567
P

77,517
2,508
32,329
112,354
=199,784
P

158,475
16,282
71,041
245,798
=652,067
P
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- 76 High quality accounts are accounts considered to be high value and have
consistently exhibited good paying habits. Medium quality accounts are active
accounts with propensity of deteriorating to mid-range age buckets. These
accounts do not flow through to permanent disconnection status as they generally
respond to credit actions and update their payments accordingly. Low quality
accounts are accounts which have probability of impairment based on historical
trend. These accounts show propensity to default in payment despite regular
follow-up actions and extended payment terms. Impairment losses are also
provided for these accounts based on net flow rate.
Traffic receivables that are neither past due nor impaired are considered to be high
quality given the reciprocal nature of the Globe Group’s interconnect and roaming
partner agreements with the carriers and the Globe Group’s historical collection
experience.
Other receivables are considered high quality accounts as these are substantially
from credit card companies and Globe dealers.
The following is a reconciliation of the changes in the allowance for impairment
losses for receivables as of December 31 (in thousand pesos)
(see Notes 4 and 23):
2011
Subscribers

At beginning of year
Charges for the year
Reversals/write offs/
adjustments
At end of year

Other
Key corporate corporations
Consumer
accounts
and SME
P
=1,677,691
P
=245,622
P
=250,599
1,093,575
57,449
235,782
(338,044)
P
=2,433,222

(39,607)
P
=263,464

(51,778)
P
=434,603

Traffic
Settlements
and Others
P
=279,532
84,306
(114,497)
P
=249,341

Non-trade
(Note 6)
P
=21,045
102,540
(35,229)
P
=88,356

Total
P
=2,474,489
1,573,652
(579,155)
P
=3,468,986

2010
Subscribers

At beginning of year
Charges for the year
Reversals/write offs/
adjustments
At end of year

Key corporate
Consumer
accounts
=820,403
P
=176,973
P
987,636
81,395
(130,348)
=1,677,691
P

(12,746)
=245,622
P

Other
corporations
and SME
=165,416
P
124,549
(39,366)
=250,599
P

Traffic
Settlements
and Others
=188,199
P
91,333

Non-trade
(Note 6)
=34,776
P
620

–
=279,532
P

(14,351)
P21,045
=

Total
P1,385,767
=
1,285,533
(196,811)
=2,474,489
P
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- 77 2009
Subscribers

At beginning of year
Charges for the year
Reversals/write offs/
adjustments
At end of year

Key corporate
Consumer
accounts
=400,926
P
=119,986
P
856,184
35,900
(436,707)
P820,403
=

21,087
=176,973
P

Other
Traffic
corporations Settlements and
Others
and SME
=264,900
P
=400,847
P
79,898
(211,351)
(179,382)
P165,416
=

(1,297)
=188,199
P

Non-trade
(Note 6)
=43,753
P
(5,998)
(2,979)
=34,776
P

Total
=1,230,412
P
754,633
(599,278)
=1,385,767
P

28.2.3 Liquidity Risk
The Globe Group seeks to manage its liquidity profile to be able to finance
capital expenditures and service maturing debts. To cover its financing
requirements, the Company intends to use internally generated funds and
available long-term and short-term credit facilities. As of December 31, 2011,
2010 and 2009, Globe Group has available uncommitted short-term credit
facilities of USD76.00 million and P
=8,170.00 million, USD59.00 million and
=11,017.40 million, USD19.00 million and P
P
=9,004.90 million, respectively. As of
December 31, 2011, 2010 and 2009, the Globe Group has available committed
long-term facilities of =
P10,000.00 million, =
P1,000.00 million, and
USD93.00 million, respectively, which remain undrawn.
As part of its liquidity risk management, the Globe Group regularly evaluates its
projected and actual cash flows. It also continuously assesses conditions in the
financial markets for opportunities to pursue fund raising activities, in case any
requirements arise. Fund raising activities may include bank loans, export credit
agency facilities and capital market issues.
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- 78 The following tables show comparative information about the Globe Group’s financial instruments as of December 31 that are exposed to liquidity
risk and interest rate risk and presented by maturity profile including forecasted interest payments for the next five years from December 31 figures
(in thousands).
Long-term Liabilities:
2011

Liabilities:
Long-term debt
Fixed rate
Philippine peso
Interest rate

2012

2013

2014

2015

2016 and
thereafter

=7,033,150
P
5.97%, 7.03%,
7.4%, 7.5%

=3,397,450
P
5.97%, 7.03%,
7.4%

= 4,381,850
P
7.03%, 7.4%,
8%, 8.36%

=1,941,100
P
7.03%, 8.36%

=2,067,800
P
8.36%

Total
(in USD)

Total
(in PHP)

$–

=18,821,350
P

Debt
Issuance Carrying Value
Costs
(in PHP)

Fair Value
(in PHP)

= 38,718
P

= 18,782,632
P

= 20,270,049
P

$28,643
$14,273
$17,710
$10,830
$10,834 82,290
–
72,474
Libor 6-mo. plus
Libor 6-mo. plus
Libor 6-mo. plus Libor 6-mo.plus Libor 6-mo.plus
3.4% margin; Libor 3.4% margin; Libor 3.4% margin; Libor
3.4% margin
3.4% margin
6-mo. plus 2.65%
6-mo. plus 2.65%
6-mo. plus 2.65%
margin; 3mo or
margin
margin
6mo LIBOR + .43%
margin (rounded to
1/16%); 6mo
LIBOR + 3%
margin
Philippine peso
=1,322,343
P
P5,747,343
=
=4,603,843
P
=6,025,000
P
=7,000,000 –
P
24,698,529
100,836
PDSTF 3mo + PDSTF 3mo + 0.75%
Interest rate
PDSTF 3mo +
PDSTF 3mo + PDSTF 3mo +
0.75% margin; margin; PDSTF3mo 0.75% margin; 0.75% margin;
0.75% margin;
PDSTF3mo + PDSTF3mo + 1.25%
+ 1.25% margin; PDSTF-3 month PDSTF 3mo +
1.25% margin; margin; PDSTF6mo PDSTF6mo + 1.25% + 0.65% margin .35% margin
+ 1.25% margin; margin; PDSTF 3mo
PDSTF6mo +
PDSTF 3mo + 1%
1.25% margin;
+ 1% margin
margin
PDSTF 3mo + 1%
margin
$82,290
P43,519,879
=
=212,028
P
Interest payable*
PHP debt
= 1,711,349
P
= 1,376,164
P
= 813,874
P
=525,410
P
= 423,967
P
$–
= 4,850,764
P
=–
P
USD debt
$2,718
$2,104
$1,483
$810
$348
$–
$7,463
$–

3,541,621

3,618,373

24,597,693

24,608,340

=46,921,946
P

= 48,496,762
P

Floating rate
USD notes
Interest rate

P–
=
$–

*Used month-end USD LIBOR and Philippine Dealing and Exchange Corporation (PDEX) rates.
*Using P
= 43.92 - USD exchange rate as of December 31, 2011.
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2011
Liabilities:
Long-term debt
Fixed rate
Philippine peso
Interest rate
Floating rate
USD notes
Interest rate

Philippine peso
Interest rate

Interest payable*
PHP debt
USD debt

=4,138,700
P
5.97%, 6.68%,
7.03%, 7.4%

2012

2013

=7,033,150
P
=3,397,450
P
=4,381,850
P
5.97%, 6.68%, 7.03%, 5.97%, 6.68%, 7.03%, 7.03%, 7.4%, 8%,
7.4%, 7.5%
7.4%
8.36%

$87,721
$28,642
$14,273
6-mo. LIBOR+ 3.4%
6-mo. LIBOR+3.4% 6-mo. LIBOR+3.4%
margin; 6-mo. margin; 6-mo. LIBOR+
margin; 6-mo.
LIBOR+2.65%
2.65% margin; 3mo or
LIBOR+2.65%
margin; 3mo or 6mo
6mo LIBOR +.43%
margin
LIBOR +.43%
margin (rounded to
margin (rounded to
1/16%); 6mo LIBOR
1/16%); 6mo LIBOR
+3% margin
+3% margin; 1mo or
3mo or 6mo
LIBOR+2% margin;
6mo LIBOR+ .85%
=743,771
P
=4,122,343
P
=5,747,343
P
PDSTF 3mo +
PDSTF 3mo + 0.75% PDSTF 3mo + 0.75%
margin; PDSTF3mo + margin; PDSTF3mo +
0.75% margin;
1.25% margin;
1.25% margin;
PDSTF3mo + 1.25%
PDSTF3mo + 1%
PDSTF3mo + 1%
margin; PDSTF3mo
margin; PDSTF6mo + margin; PDSTF6mo +
+ 1% margin;
1.25% margin
PDSTF6mo + 1.25% 1.25% margin; PDSTF 3
mo + 1.50% margin
margin

=2,023,562
P
$4,578

2014

=1,494,852
P
$2,605

=1,152,815
P
$1,918

2015 and
thereafter

= 4,008,900
P
7.03%, 8.36%

Total
(in USD)

Total
Debt
(in PHP) Issuance Costs

$–

=22,960,050
P

= 71,638
P

Carrying Value
(in PHP)

Fair Value
(in PHP)

=22,888,412
P

=24,816,963
P

$17,710
6-mo.
LIBOR+3.4%
margin; 6-mo.
LIBOR+2.65%
margin

$21,665
6-mo. LIBOR+
3.4% margin

170,011

–

130,874

7,317,483

7,410,651

=4,603,843
P
PDSTF 3mo +
0.75% margin;
PDSTF3mo +
1.25% margin;
PDSTF3mo + 1
margin %;
PDSTF6mo +
1.25% margin

=5,025,000
P
PDSTF 3mo +
0.75% margin;
PDSTF 3mo +
0.65% margin

–

20,242,300

76,725

20,165,575

20,136,024

$170,011

=43,202,350
P

=279,237
P

=–
P
$11,517

=5,694,607
P
$–

P–
=
$–

=606,723
P
$1,355

=416,655
P
$1,061

=50,371,470 =
P
P 52,363,638
P–
=
$–

*Used month-end USD LIBOR and PDEX rates.
*Using =
P 43.81- USD exchange rate as of December 31, 2010.
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2010
Liabilities:
Long-term debt
Fixed rate
Philippine peso
Interest rate

=13,700
P
7.24%; 8.36%

Floating rate
USD notes
Interest rate

2011

=4,093,700
P
5.97%;
6.68%; 7.03%;
7.24%; 8.36%

2012

=6,988,150
P
5.97%;
6.68%;7.03%;
7.50%; 8.00%

2013

=933,700
P
5.97%;
6.68%; 7.03%;
7.24%; 8.36%

2014 and
thereafter

=6,450,750
P

$66,622
6mo LIBOR+.85%
;6mo LIBOR+3%
margin; 1mo or 3mo
or 6mo LIBOR+2%
margin; 3mo or 6mo
LIBOR+.43% margin
(rounded to 1/16%)

=2,369,013
P
$2,727

=2,181,085
P
$1,305

=1,483,347
P
$157

=1,020,253
P
$–

Total
PHP Debt

Debt
Issuance Carrying Value
Costs
(in PHP)

Fair Value
(in PHP)

$–

=18,480,000
P

=95,604
P

=18,384,396
P

=19,413,016
P

148,133

–

66,734

6,810,357

5,472,014

–

20,316,923

35,654

20,281,269

20,245,723

$148,133

= 38,796,923
P

=197,992
P

=45,476,022
P

=45,130,753
P

=–
P
$4,189

=7,692,264
P
$–

P–
=
$–

P–
=
$–

P–
=
$–

7.24%; 7.50%;
8.00%; 8.36%

$68,511
$13,000
$–
$–
6mo LIBOR+ .85%;
6mo LIBOR + 3%
6mo LIBOR + 3% margin; 3mo or 6mo
margin; 1mo or 3mo
LIBOR + .43%
or 6mo LIBOR+ 2% margin (rounded to
1/16%)
margin; 3mo or 6mo
LIBOR + .43%
margin (rounded to
1/16%)
Philippine peso
=2,580,873
P
=718,771
P
=6,947,343
P
=7,566,093
P
=2,503,843
P
Interest rate
PDSTF3mo + 1%
PDSTF3mo + 1%
PDSTF3mo + 1% PDSTF3mo + 1% PDSTF3mo + 1%
margin; PDSTF margin; PDSTF3mo+
margin; PDSTF margin; PDSTF3
margin;
3mo+ 1.30% , 1.30% , PDSTF3mo
3mo+ 1.30% ,
mo+ 1.30% ,
PDSTF6mo +
PDSTF3mo + 1.10%
+ 1.10% margin, PDSTF3mo + 1.10%
PDSTF3mo +
1.25% margin
margin, PDSTF3mo
PDSTF3mo + 1%
margin, PDSTF
1.10% margin,
+ 1% margin; PDSTF margin; PDSTF6mo 3mo + 1% margin; PDSTF3mo + 1%
6mo + 1.25% margin
+ 1.25% margin PDSTF6mo + 1.25%
margin;
margin; PDSTF3mo
PDSTF6mo +
+ 1.50% margin
1.25% margin

Interest payable*
PHP debt
USD debt

Total
USD Debt

=638,566
P
$–

*Used month-end USD LIBOR and PDEX rates.
*Using =
P 46.425 - USD exchange rate as of December 31, 2009.
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- 81 The following tables present the maturity profile of the Globe Group’s other liabilities and derivative instruments (undiscounted cash flows including
swap costs payments/receipts except for other long-term liabilities) as of December 31 (in thousands):
2011
Other Financial Liabilities:

Accounts payable and accrued expenses*

On demand

Less than
1 year

1 to 2 years

2 to 3 years

3 to 4 years

4 to 5 years

Over 5 years

Total

=684,963
P

= 20,431,535
P

=–
P

=–
P

=–
P

=–
P

=–
P

=21,116,498
P

–

1,756,760

–

–

–

–

–

1,756,760

–

540,206

–

–

–

–

–

540,206

–

–

–

–

–

–

635,122

635,122

=684,963
P

= 22,728,501
P

=–
P

=–
P

=–
P

=–
P

= 635,122
P

=24,048,586
P

Notes Payable
Liabilities directly associated with the assets
classified as held for sale
Other long-term liabilities
*Excludes taxes payable which is not a financial instrument.

Derivative Instruments:
2012
Projected Swap Coupons*:
Principal Only Swaps
Interest Rate Swaps

2013

2014

2015

Receive

Pay

Receive

Pay

Receive

Pay

Receive

Pay

P
=–
1,953

P
=1,508
167,387

P
=–
1,485

P
=–
90,036

P
=–
–

P
=–
P2,218

P
=–
P33,517

P
=–
–

2016 and beyond
Receive
Pay
=–
P
–

P
=–
–

*Projected USD swap coupons were converted to PHP at the balance sheet date.

2012
Projected Principal
Exchanges*:
Principal Only Swaps

2013

2014

2015

Receive

Pay

Receive

Pay

Receive

Pay

Receive

Pay

$2,500

P
=140,825

$–

P
=–

$–

P
=–

$–

P
=–

2016 and beyond
Receive
Pay
$–

P
=–

*Projected principal exchanges for Principal only swaps represent commitment to purchase USD for payment of USD debt payments with the same maturities.
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- 82 2010
Other Financial Liabilities:
Less than
On demand

1 year

1 to 2 years

2 to 3 years

3 to 4 years

4 to 5 years

Over 5 years

Total

=426,696
P

=19,906,644
P

=–
P

=–
P

=–
P

=–
P

=–
P

=20,333,340
P

–

642,313

–

–

–

–

–

642,313

–

–

–

–

–

–

640,927

640,927

=426,696
P

= 20,548,957
P

=–
P

=–
P

=–
P

=–
P

= 640,927
P

=21,616,580
P

Accounts payable and accrued expenses*
Liabilities directly associated with the assets
classified as held for sale
Other long-term liabilities

*Excludes taxes payable which is not a financial instrument.

Derivative Instruments:
2011
Receive
Projected Swap Coupons*:
Principal Only Swaps
Interest Rate Swaps

=–
P
–

Pay
=4,048
P
146,821

2012
Receive
=–
P
4,065

Pay
P 2,572
=
51,911

2013
Receive
=–
P
16,745

Pay
=–
P
–

2014
Receive
=–
P
19,889

Pay
=–
P
–

2015 and beyond
Receive
=–
P
11,388

Pay
=–
P
–

*Projected USD swap coupons were converted to PHP at the balance sheet rate. Further, it was assumed that 3m Libor, 3m PDSTF, and 6m PDSTF would stay at December 31, 2010 levels.
2011
Receive
Projected Principal Exchanges*:
Principal Only Swaps**
Forward Sale of USD**

$–
=1,539,082
P

Pay
=–
P
$35,000

2012
Receive
$2,500
–

Pay
=140,825
P
–

2013
Receive
$–
–

Pay
=–
P
–

2014
Receive
$–
–

Pay
=–
P
–

2015 and beyond
Receive
$–
–

Pay
=–
P
–

*Projected principal exchanges represent commitments to purchase USD for payment of USD debts with the same maturities.
**Nondeliverable
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Other Financial Liabilities:
Less than
Accounts payable and accrued expenses*

On demand

1 year

1 to 2 years

2 to 3 years

3 to 4 years

4 to 5 years

Over 5 years

Total

=2,201,314
P

= 16,458,817
P

=–
P

=–
P

=–
P

=–
P

=–
P

=18,660,131
P

–
–

2,000,829
735,944

–
–

–
–

–
–

–
–

–
647,416

2,000,829
1,383,360

=2,201,314
P

= 19,195,590
P

=–
P

=–
P

=–
P

=–
P

=647,416
P

=22,044,320
P

Notes payable
Other long-term liabilities
*Excludes taxes payable which is not a financial instrument.

Derivative Instruments:
2010
Receive
Projected Swap Coupons*:
Principal Only Swaps
Interest Rate Swaps

=–
P
–

Pay
P4,290
=
21,424

2011
Receive
=–
P
–

Pay
=5,436
P
4,401

2012
Receive
=–
P
4,240

Pay
=2,726
P
–

2013
Receive
=–
P
–

Pay
=–
P
–

2014 and beyond
Receive
=–
P
–

Pay
=–
P
–

*Projected USD swap coupons were converted to PHP at the balance sheet rate. Further, it was assumed that 3m Libor, 3m PDSTF, and 6m PDSTF would stay at December 31, 2009 levels.
2010
Receive
Projected Principal Exchanges*:
Principal Only Swaps
Forward Purchase of USD**
Forward Sale of USD**

$–
$20,000
=964,150
P

Pay
=–
P
=959,500
P
$20,000

2011
Receive
$–
–
–

Pay
=–
P
–
–

2012
Receive
$2,500
–
–

Pay
=140,825
P
–
–

2013
Receive
$–
–
–

Pay
=–
P
–
–

2014 and beyond
Receive
$–
–
–

Pay
=–
P
–
–

*Projected principal exchanges represent commitments to purchase USD for payment of USD debts with the same maturities.
**Nondeliverable
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The Globe Group uses a combination of natural hedges and derivative hedging to
manage its foreign exchange exposure. It uses interest rate derivatives to reduce
earnings volatility related to interest rate movements.
It is the Globe Group’s policy to ensure that capabilities exist for active but
conservative management of its foreign exchange and interest rate risks. The
Globe Group does not engage in any speculative derivative transactions.
Authorized derivative instruments include currency forward contracts
(freestanding and embedded), currency swap contracts, interest rate swap
contracts and currency option contracts (freestanding and embedded). Certain
swaps are entered with option combination or structured provisions.
28.3

Derivative Financial Instruments
The Globe Group’s freestanding and embedded derivative financial instruments are
accounted for as hedges or transactions not designated as hedges. The table below sets out
information about the Globe Group’s derivative financial instruments and the related fair
values as of December 31 (in thousands):
2011
Derivative instruments designated as hedges:
Cash flow hedges:
Interest rate swaps
Derivative instruments not designated
as hedges:
Freestanding:
Interest rate swaps
Principal only currency swaps
Embedded
Currency forwards*
Net

Notional
Amount

Notional
Amount

Derivative
Asset

Derivative
Liability

$15,000

P
=6,637,500

P
=–

P
=224,893

27,083
2,500

–
–

4,692
–

–
31,610

10,579

–

5,074
P
=9,766

10,114
P
=266,617

Notional
Amount

Notional
Amount

Derivative
Asset

Derivative
Liability

$57,000
35,000

=5,000,000
P
–

=–
P
6,255

=163,448
P
8,285

6,667
2,500

–
–

11,743
–

210
35,519

14,651

–

1,890
=19,888
P

38,403
=245,865
P

*The embedded currency forwards are at a net sell position.

2010
Derivative instruments designated as hedges:
Cash flow hedges:
Interest rate swaps
Nondeliverable forwards*
Derivative instruments not designated
as hedges:
Freestanding:
Interest rate swaps
Principal only currency swaps
Embedded
Currency forwards**
Net
*All in sell position.
**The embedded currency forwards are at a net sell position.
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Derivative instruments designated as hedges:
Cash flow hedges:
Interest rate swaps
Derivative instruments not designated
as hedges:
Freestanding:
Nondeliverable forwards*
Interest rate swaps
Principal only currency swaps
Embedded
Currency forwards**
Net

Notional
Amount

Notional
Amount

Derivative
Asset

Derivative
Liability

$51,000

=–
P

=–
P

=32,221
P

40,000
10,000
2,500

–
–
–

14,424
15,468
–

9,775
5,084
26,789

9,972

–

6,413
=36,305
P

18,587
P92,456
=

*Buy position: USD20,000; Sell position: USD20,000.
**The embedded currency forwards are at a net sell position.

The table below also sets out information about the maturities of Globe Group’s derivative
instruments as of December 31 that were entered into to manage interest and foreign
exchange risks related to the long-term debt and US dollar-based revenues (in thousands).
2011
<1 year >1-<2 years
Derivatives:
Principal Only Currency
Swaps:
Notional amount
Weighted swap rate
Pay fixed rate
Interest Rate Swaps
Fixed-Floating
Notional USD
Pay-floating rate
Receive-fixed rate
Floating-Fixed
Notional Peso
Notional USD
Pay-fixed rate
Receive-floating rate

>2-<3 years >3-<4 years >4-<5 years

Total

$2,500

$–

$–

$–

$–

$2,500
P56.33
=
4.62%

$5,000

$–

$–

$–

$–

$5,000
USD LIBOR+4.23%
9.75%

P450,000
=
$17,915

= 1,875,000
P
$19,168

= 2,287,500
P
$–

= 2,025,000
P
$–

P–
=
$–

= 6,637,500
P
$37,083
3.90% - 4.92% for PHP;
0.78% - 1.78% for USD
USD LIBOR,
3moPDSTF

*SGVMC117770*

- 86 2010
Derivatives:
Principal Only Currency Swaps:
Notional amount
Weighted swap rate
Pay fixed rate
Interest Rate Swaps
Fixed-Floating
Notional USD
Pay-floating rate
Receive-fixed rate
Floating-Fixed
Notional Peso
Notional USD
Pay-fixed rate
Receive-floating rate
Nondeliverable Forwards
Notional USD
Forward rate

<1 year

>1-<2 years

>2-<3 years

>3-<4 years

>4-<5 years

Total

$–

$2,500

$–

$–

$–

$2,500
P56.33
=
4.62%

$–

$5,000

$–

$–

$–

$5,000
USD LIBOR+4.23%
9.75%

P50,000
=
$43,667

=200,000
P
$15,000

=625,000
P
–

=2,100,000
P
–

=2,025,000
P
–

=5,000,000
P
$58,667
4.92% for PHP; 1.01% 4.84% for USD
USD LIBOR, 3mo PDSTF

$35,000

$–

$–

$–

$–

$35,000
=42.84 –P45.21
P

<1 year

>1-<2 years

>2-<3 years

>3-<4 years

>4-<5 years

Total

$–

$–

$2,500

$–

$–

$2,500
P56.33
=
4.62%

$–

$–

$5,000

$–

$–

$5,000
USD LIBOR+4.23%
9.75%

$27,333

$23,667

$5,000

$–

$–

$56,000
1.64% - 4.84%
USD LIBOR

$40,000

$–

$–

$–

$–

$40,000
=47.63 - P
P
=48.70

–

2009
Derivatives:
Principal Only Currency Swaps:
Notional amount
Weighted swap rate
Pay fixed rate
Interest Rate Swaps
Fixed-Floating
Notional USD
Pay-floating rate
Receive-fixed rate
Floating-Fixed
Notional USD
Pay-fixed rate
Receive-floating rate
Nondeliverable Forwards
Notional USD
Forward rate

The Globe Group’s other financial instruments that are exposed to interest rate risk are
cash and cash equivalents. These mature in less than a year and are subject to market
interest rate fluctuations.
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therefore not subject to interest rate risk are trade and other receivables, accounts
payable and accrued expenses and long-term liabilities.
The subsequent sections will discuss the Globe Group’s derivative financial instruments
according to the type of financial risk being managed and the details of derivative
financial instruments that are categorized into those accounted for as hedges and those that
are not designated as hedges.
28.4

Derivative Instruments Accounted for as Hedges
The following sections discuss in detail the derivative instruments accounted for as cash
flow hedges.
·

Interest Rate Swaps
As of December 31, 2011, 2010 and 2009, the Globe Group has USD15.00 million,
USD57.00 million, and USD51.00 million, respectively, in notional amount of USD
interest rate swap that have been designated as cash flow hedge of interest rate risk
from USD loans. These interest rate swaps effectively fixed the benchmark rate of the
hedged USD loans at 1.01% to 1.78% over the duration of the agreement, which
involves semi-annual or quarterly payment intervals up to April 2012.
The Globe Group also has PHP interest rate swap contracts with a total notional
amount of P
=6,637.50 million and P
=5,000.00 million as of December 31, 2011 and
2010, respectively, which have been designated as cash flow hedges of interest rate
risk from PHP loans. These interest rate swaps effectively fixed the benchmark rate
of the hedged PHP loans at 3.90% to 4.92% over the duration of the swaps, with
quarterly payment intervals up to September 2015.
As of December 31, 2011, 2010 and 2009, the fair value of the outstanding swap
amounted to =
P224.89 million, P
=163.45 million, and =
P32.22 million losses,
respectively, of which =
P153.07 million, =
P115.83 million, and =
P22.55 million
(net of tax), respectively, is reported as “Other reserves” in the equity section of the
consolidated statements of financial position (see Note 17.5).
Accumulated swap cost for the years ended December 31, 2011, 2010 and 2009
amounted to =
P213.66 million P
=58.98 million, and P
=40.21 million, respectively.

·

Nondeliverable Forwards
The Globe Group entered into short-term nondeliverable currency forward contracts
to hedge the changes in the cash flows of USD revenues related to changes in foreign
currency exchange rates. All forward contracts matured in December 2011. These
currency forward contracts have a notional amount of USD35.00 million as of
December 31, 2010. There were no outstanding non-deliverable forward as of
December 31, 2011 and 2009.
The fair value of the outstanding short-term nondeliverable currency forwards as of
December 31, 2010 amounted to a loss of =
P2.03 million of which P
=1.42 million
(net of tax) is reported in the equity section of the consolidated statements of financial
position.
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fluctuations on dollar based revenues for the years ended December 31, 2011, 2010
and 2009 amounted to =
P28.27 million gain, =
P75.56 million gain, and P
=18.47 million
loss, respectively. These hedging gains or losses are reflected under “Service
revenues” in the consolidated statements of comprehensive income.
28.5

Other Derivative Instruments not Designated as Hedges
The Globe Group enters into certain derivatives as economic hedges of certain
underlying exposures. Such derivatives, which include embedded and freestanding
currency forwards, embedded call options, and certain currency and interest rate
swaps with option combination or structured provisions, are not designated as
accounting hedges. The gains or losses on these instruments are accounted for
directly in profit or loss in the consolidated statements of comprehensive income.
This section consists of freestanding derivatives and embedded derivatives found in
both financial and nonfinancial contracts.

28.6

Freestanding Derivatives
Freestanding derivatives that are not designated as hedges consist of currency
forwards, options, currency and interest rate swaps entered into by the Globe Group.
Fair value changes on these instruments are accounted for directly in profit or loss in
the consolidated statements of comprehensive income.
·

Nondeliverable Forwards
As of December 31, 2011 and 2010, the Globe Group has no more outstanding
nondeliverable currency forward contracts not designated as hedges. As of
December 31, 2009, the short-term nondeliverable currency forward contracts
have a notional amount of USD40.00 million and a net fair value of
=4.65 million gain.
P

·

Interest Rate Swaps
The Globe Group has outstanding interest rate swap contracts, some with optionlike structures which swap certain fixed and floating USD-denominated loans into
floating and fixed rate with semi-annual payments interval up to July 2013. The
swaps have outstanding notional amount of USD27.08 million, USD6.67 million
and USD10.00 million as of December 31, 2011, 2010, and 2009, respectively.
The fair values on the interest rate swaps as of December 31, 2011, 2010 and
2009 amounted to a net gain of P
=4.69 million, P
=11.53 million and =
P10.38 million,
respectively.

·

Principal Only Currency Swaps
The Globe Group also has an outstanding foreign principal only currency swap
agreement with a certain bank, under which it swaps the principal of USDdenominated loans into PHP up to April 2012. Under these contracts, swap costs
are payable in semi-annual intervals in USD. The notional of the swaps amounted
to USD2.50 million as of December 31, 2011, 2010, and 2009. The fair value loss
of the principal only currency swaps as of December 31, 2011, 2010 and 2009
amounted to =
P31.61 million, =
P35.52 million, and =
P26.79 million, respectively.
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28.7

28.8

Embedded Derivatives
The Globe Group has instituted a process to identify any derivatives embedded in its
financial or nonfinancial contracts. Based on PAS 39, the Globe Group assesses
whether these derivatives are required to be bifurcated or are exempted based on the
qualifications provided by the said standard. The Globe Group’s embedded
derivatives include embedded currency derivatives noted in non-financial contracts.
·

Embedded Currency Forwards
As of December 31, 2011, 2010 and 2009, the total outstanding notional amount
of currency forwards embedded in nonfinancial contracts amounted to
USD10.58 million, USD14.65 million, and USD9.97 million, respectively. The
nonfinancial contracts consist mainly of foreign currency-denominated purchase
orders with various expected delivery dates and unbilled leaselines receivables
and payables denominated in foreign currency with domestic counterparties. The
net fair value losses of the embedded currency forwards as of December 31, 2011,
2010 and 2009 amounted to =
P5.04 million, =
P36.51 million, and =
P12.18 million,
respectively.

·

Embedded Currency Options
As of December 31, 2011, the Globe Group does not have an outstanding
currency option embedded in non-financial contracts.

Fair Value Changes on Derivatives
The net movements in fair value changes of all derivative instruments are as follows:
2011
At beginning of year
Net changes in fair value of derivatives:
Designated as cash flow hedges
Not designated as cash flow hedges
Less fair value of settled instruments
At end of year

28.9

(P
= 225,977)
(239,094)
28,261
(436,810)
(179,959)
(P
= 256,851)

December 31
2010
(In Thousand Pesos)
(P
=56,151)
(116,679)
(27,631)
(200,461)
25,516
(P
=225,977)

2009
(P
=16,642)
(35,116)
(44,253)
(96,011)
(39,860)
(P
=56,151)

Hedge Effectiveness Results
As of December 31, 2011, 2010 and 2009, the effective fair value changes on the
Globe Group’s cash flow hedges that were deferred in equity amounted to
=153.07 million, P
P
=115.83 million, and P
=22.56 million loss, net of tax, respectively.
Total ineffectiveness for the years ended December 31, 2011, 2010 and 2009 is
immaterial.
The distinction of the results of hedge accounting into “Effective” or “Ineffective”
represent designations based on PAS 39 and are not necessarily reflective of the
economic effectiveness of the instruments.
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Categories of Financial Assets and Financial Liabilities
The table below presents the carrying value of Globe Group’s financial instruments by
category as of December 31:
2011

Financial assets:
Financial assets at FVPL:
Derivative assets designated as cash flow hedges
Derivative assets not designated as hedges
AFS investment in equity securities (Note 11)
Loans and receivables - net*
Financial liabilities:
Financial liabilities at FVPL:
Derivative liabilities designated as cash flow hedges
Derivative liabilities not designated as hedges
Financial liabilities at amortized cost**

2010
(In Thousand Pesos)

2009

P
=–
9,766
99,319
18,311,110

P6,255
=
13,633
101,877
17,724,991

=–
P
36,305
81,727
14,704,734

224,893
41,724
70,970,531

171,733
74,132
71,988,050

32,221
60,235
67,520,342

*This consists of cash and cash equivalents, short-term investments and long-term investments, receivables, other nontrade
receivables and loans receivables.
**This consists of accounts payable, accrued expenses, accrued project cost, traffic settlement-net, dividends payable, notes payable,
long-term debt (including current portion) and other long-term liabilities (including current portion).

As of December 31, 2011, 2010 and 2009, the Globe Group has no investments in
foreign securities.
28.11

Fair Values of Financial Assets and Financial Liabilities
The table below presents a comparison of the carrying amounts and estimated fair
values of all the Globe Group’s financial instruments as of:
2011

Financial assets:
Cash and cash equivalents
Short-term investments
Receivables - net
Derivative assets
Other nontrade receivables*
AFS investment in equity
securities (Note 11)
Financial liabilities:
Accounts payable and accrued
expenses**
Derivative liabilities (including
current portion)
Liabilities directly associated
with the assets classified as
held for sale
Notes payable
Long-term debt (including
current portion)
Other long-term liabilities
(including current portion)

December 31
2010
Carrying Value
Fair Value
(In Thousand Pesos)

2009
Carrying Value

Fair Value

=5,868,986
P
–
8,374,123
19,888
3,481,882

=5,939,927
P
2,784
6,583,228
36,305
2,178,795

=5,939,927
P
2,784
6,583,228
36,305
2,178,795

101,877

101,877

81,727

81,727

21,116,498

20,333,340

20,333,340

18,660,131

18,660,131

266,617

266,617

245,865

245,865

92,456

92,456

540,206
1,756,760

540,206
1,756,760

642,313
–

642,313
–

–
2,000,829

–
2,000,829

46,921,946

48,496,762

50,371,470

52,363,670

45,476,022

45,130,753

635,122

635,122

640,927

640,927

1,383,360

1,383,360

Carrying Value

Fair Value

= 5,159,046
P
–
10,119,505
9,766
3,032,559

= 5,159,046
P
–
10,119,505
9,766
3,032,559

=5,868,986
P
–
8,374,123
19,888
3,481,882

99,319

99,319

21,116,498

*This consists of loan, accrued interest and miscellaneous receivables included under “Prepayments and other current assets” and
“Other noncurrent assets” (see Notes 6 and 11).
**This consists of accounts payable, accrued expenses, accrued project cost, traffic settlement-net and dividends payable.
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value of each class of financial instrument for which it is practicable to estimate such
value.
28.11.1

Non-derivative Financial Instruments
The fair values of cash and cash equivalents, short-term investments, AFS
investments, subscriber receivables, traffic settlements receivable, loan
receivable, miscellaneous receivables, accrued interest receivables,
accounts payable, accrued expenses and notes payable are approximately
equal to their carrying amounts considering the short-term maturities of
these financial instruments.
The fair value of AFS investments are based on quoted prices. Unquoted
AFS equity securities are carried at cost, subject to impairment.
For variable rate financial instruments that reprice every three months, the
carrying value approximates the fair value because of recent and regular
repricing based on current market rates. For variable rate financial
instruments that reprice every six months, the fair value is determined by
discounting the principal amount plus the next interest payment using the
prevailing market rate for the period up to the next repricing date. The
discount rates used range from 0.13% to 1.13% (for USD floating loans)
and from 1.72% to 3.45% (for PHP floating loans). For noninterest
bearing obligations, the fair value is estimated as the present value of all
future cash flows discounted using the prevailing market rate of interest
for a similar instrument.

28.11.2.

Derivative Instruments
The fair value of freestanding and embedded forward exchange contracts
is calculated by using the interest rate parity concept.
The fair values of interest rate swaps and cross currency swap
transactions are determined using valuation techniques with inputs and
assumptions that are based on market observable data and conditions and
reflect appropriate risk adjustments that market participants would make
for credit and liquidity risks existing at the end each of reporting period.
The fair value of interest rate swap transactions is the net present value of
the estimated future cash flows. The fair values of currency and cross
currency swap transactions are determined based on changes in the term
structure of interest rates of each currency and the spot rate.
Embedded currency options are valued using the simple option pricing
model of third party provider.
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Fair Value Hierarchy
The Group uses the following hierarchy for determining and disclosing
the fair value of financial instruments by valuation technique:
Level 1: quoted (unadjusted) prices in active markets for identical assets
or liabilities
Level 2: other techniques for which all inputs which have a significant
effect on the recorded fair value are observable, either directly or
indirectly
Level 3: techniques which use inputs which have a significant effect on
the recorded fair value that are not based on observable market data.
2011

Level 1
AFS investment in equity securities - net
Level 2
Derivative assets
Derivative liabilities (including noncurrent portion)

December 31
2010
(In Thousand Pesos)

2009

P
=99,319

=101,877
P

=81,727
P

9,766
266,617

19,888
245,865

36,305
92,456

There were no transfers from Level 1 and Level 2 fair value measurements for the
years ended December 31, 2011, 2010 and 2009. The Globe Group has no
financial instruments classified under Level 3.

29. Operating Segment Information
The Globe Group’s reportable segments consist of: (1) mobile communications services;
(2) wireline communication services; and (3) others, which the Globe Group operates and
manages as strategic business units and organize by products and services. The Globe Group
presents its various operating segments based on segment net income.
Intersegment transfers or transactions are entered into under the normal commercial terms and
conditions that would also be available to unrelated third parties. Segment revenue, segment
expense and segment result include transfers between business segments. Those transfers are
eliminated in consolidation.
Most of revenues are derived from operations within the Philippines, hence, the Globe Group does
not present geographical information required by PFRS 8. The Globe Group does not have a
single customer that will meet the 10% or more reporting criteria.
The Globe Group also presents the different product types that are included in the report that is
regularly reviewed by the chief operating decision maker in assessing the operating segments
performance.
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the assets and liabilities are managed on a group basis.
The Globe Group’s segment information is as follows (in thousand pesos):
2011
Mobile
Wireline
Communications Communications
Services
Services

Others

Consolidated

P
=2,569,718
3,791,928
7,496,503

P
=–
108,481
–

P
=28,273,876
32,040,922
7,496,503

3,028,245
56,872,916

725,038
14,583,187

–
108,481

3,753,283
71,564,584

32,145,366
(11,402,577)
20,742,789

3,056,714
(7,527,599)
(4,470,885)

(87,007)
(11,051)
(98,058)

35,115,073
(18,941,227)
16,173,846

18,634,742
(4,190,298)
P
=14,444,444

(4,478,893)
(34,101)
(P
= 4,512,994)

(96,410)
(3,235)
(P
= 99,645)

14,059,439
(4,227,634)
P
=9,831,805

P
=34,747
(2,091,403)
172,156
(1,994,371)
(27,345)
(1,068,597)
(13,530,030)

(P
= 264,929)
(42,060)
87,532
(65,289)
–
(849,986)
(3,777,427)

(P
= 246,673)
(843)
70
–
–
(109,925)

(P
= 476,855)
(2,134,306)
259,758
(2,059,660)
(27,345)
(1,918,583)
(17,417,382)

23,605,233
(13,734,642)
(12,520,892)

6,114,936
(4,345,211)
–

206,006
(109,864)
–

29,926,175
(18,189,717)
(12,520,892)

REVENUES:
Service revenues
External customers:
Voice
Data
Broadband
Nonservice revenues:
External customers
Segment revenues

P
=25,704,158
28,140,513
–

EBITDA
Depreciation and amortization
EBIT
NET INCOME (LOSS)
BEFORE INCOME TAX2
Benefit from (provision for) income tax2
NET INCOME (LOSS)
Other segment information
Intersegment revenues
Subsidy1
Interest income2
Interest expense
Equity in net losses of joint ventures
Impairment losses and others
Capital expenditure
Cash Flows
Net cash provided by (used in):
Operating activities
Investing activities
Financing activities
1
2

Computed as non-service revenues less cost of sales
Net of final taxes
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Mobile
Communications
Services

Wireline
Communications
Services
Others
(In Thousand Pesos)

Consolidated

REVENUES:
Service revenues
External customers:
Voice
Data
Broadband
Nonservice revenues:
External customers
Segment revenues

P25,970,607
=
24,451,917
–

P2,815,565
=
3,487,999
5,748,266

=–
P
80,335
–

P28,786,172
=
28,020,251
5,748,266

2,374,542
52,797,066

618,759
12,670,589

–
80,335

2,993,301
65,547,990

EBITDA
Depreciation and amortization
EBIT

31,924,609
(11,734,900)
20,189,709

1,719,351
(6,346,429)
(4,627,078)

(84,928)
(4,510)
(89,438)

33,559,032
(18,085,839)
15,473,193

18,768,054
(4,518,236)
=14,249,818
P

(4,661,415)
246,150
(P
=4,415,265)

(89,919)
–
(P
=89,919)

14,016,720
(4,272,086)
=9,744,634
P

=35,545
P
(900,760)
168,300
(1,975,932)
(2,968)
(820,978)
(13,982,817)

(P
=191,933)
(344,899)
28,666
(5,823)
–
(708,556)
(5,478,589)

(P
=107,080)
–
94
(30)
–
–
(5,467)

(P
=263,468)
(1,245,659)
197,060
(1,981,785)
(2,968)
(1,529,534)
(19,466,873)

21,802,415
(12,194,022)
(10,171,150)

5,338,255
(4,729,510)
–

7,707
(5,281)
(859)

27,148,377
(16,928,813)
(10,172,009)

NET INCOME (LOSS)
BEFORE INCOME TAX2
Benefit from (provision for) income tax2
NET INCOME (LOSS)
Other segment information
Intersegment revenues
Subsidy1
Interest income2
Interest expense
Equity in net losses of joint ventures
Impairment losses and others
Capital expenditure
Cash Flows
Net cash provided by (used in):
Operating activities
Investing activities
Financing activities
1
2

Computed as non-service revenues less cost of sales
Net of final taxes
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Mobile
Communications
Services

Wireline
Communications
Services
Others
(Audited and In Thousand Pesos)

Consolidated

REVENUES:
Service revenues
External customers:
Voice
Data
Broadband
Nonservice revenues:
External customers
Segment revenues

P26,497,050
=
26,736,627
–

P2,794,855
=
3,037,749
3,289,462

=–
P
87,775
–

P29,291,905
=
29,862,151
3,289,462

916,655
54,150,332

501,959
9,624,025

–
87,775

1,418,614
63,862,132

EBITDA
Depreciation and amortization
EBIT

34,509,924
(12,881,171)
21,628,753

1,997,203
(4,495,831)
(2,498,628)

(33,605)
(11,428)
(45,033)

36,473,522
(17,388,430)
19,085,092

20,526,499
(5,866,931)
=14,659,568
P

(2,549,049)
501,115
(P
=2,047,934)

(45,315)
2,554
(P
=42,761)

17,932,135
(5,363,262)
=12,568,873
P

(P
=1,046,315)
(1,146,914)
192,620
(2,086,307)
(7,009)
(683,953)
(17,609,324)

(P
=172,625)
(382,422)
38,511
(10,455)
–
(116,393)
(7,086,349)

(P
=57,013)
–
108
(183)
–
–
(6,653)

(P
=1,275,953)
(1,529,336)
231,239
(2,096,945)
(7,009)
(800,346)
(24,702,326)

29,576,009
(16,603,578)
(11,330,388)

3,796,387
(5,215,702)
(12,000)

3,818
(9,824)
(1,331)

33,376,214
(21,829,104)
(11,343,719)

INCOME (LOSS) BEFORE
INCOME TAX2
Benefit from (provision for) income tax2
NET INCOME (LOSS)
Other segment information:
Intersegment revenues
Subsidy1
Interest income2
Interest expense
Equity in net losses of joint venture
Impairment losses and others
Capital expenditure
Cash Flows
Net cash provided by (used in):
Operating activities
Investing activities
Financing activities
1
2

Computed as non-service revenues less cost of sales
Net of final taxes
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- 96 A breakdown of gross revenues to net revenues and a reconciliation of segment revenues to the
total revenues presented in the consolidated statements of comprehensive income are shown
below:

Gross service revenues
Interconnection charges
Net service revenues
Nonservice revenues
Segment revenues
Interest income
Other income - net
Total revenues

2010
2011
(In Thousand Pesos)
=72,742,090
P
=77,764,964
P
(10,187,401)
(9,953,663)
62,554,689
67,811,301
2,993,301
3,753,283
65,547,990
71,564,584
218,532
297,388
856,941
574,768
=66,623,463
P
=72,436,740
P

2009
=72,909,773
P
(10,466,255)
62,443,518
1,418,614
63,862,132
271,806
1,064,476
=65,198,414
P

The reconciliation of the EBITDA to income before income tax presented in the consolidated
statements of comprehensive income is shown below:

EBITDA
Gain on disposal of property and
equipment - net
Interest income
Equity in net losses of joint ventures
Financing costs
Depreciation and amortization
Other items
INCOME BEFORE INCOME TAX

2010
2011
(In Thousand Pesos)
=33,559,032
P
=35,115,073
P

=36,473,522
P

32,535
218,532
(2,968)
(2,068,401)
(18,085,839)
385,301
=14,038,192
P

597,786
271,806
(7,009)
(2,182,881)
(17,388,430)
207,908
=17,972,702
P

319,250
297,388
(27,345)
(2,579,714)
(18,941,227)
(86,356)
=14,097,069
P

2009

29.1 Mobile Communications Services
This reporting segment is made up of digital cellular telecommunications services that allow
subscribers to make and receive local, domestic long distance and international long distance
calls, international roaming calls, mobile data or internet services and other value added
services in any place within the coverage areas.
29.1.1 Mobile communication voice net service revenues include the following:
a) Monthly service fees on postpaid plans;
b) Charges for intra-network and outbound calls in excess of the consumable
minutes for various Globe Postpaid plans, including currency exchange rate
adjustments (CERA) net of loyalty discounts credited to subscriber billings;
c) Airtime fees for intra network and outbound calls recognized upon the earlier of
actual usage of the airtime value or expiration of the unused value of the prepaid
reload denomination (for Globe Prepaid and TM) which occurs between 1 and 60
days after activation depending on the prepaid value reloaded by the subscriber
net of (i) bonus credits and (ii) prepaid reload discounts; and
d) Revenues generated from inbound international and national long distance calls
and international roaming calls.
Revenues from (a) to (d) are net of any settlement payouts to international and local
carriers.
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- 97 29.1.2 Mobile communication data net service revenues consist of revenues from valueadded services such as inbound and outbound SMS and MMS, content downloading,
mobile data or internet services and infotext, subscription fees on unlimited and
bucket prepaid SMS services net of any settlement payouts to international and local
carriers and content providers.
29.1.3 Globe Telecom offers its wireless communications services to consumers, corporate
and SME clients through the following two (2) brands: Globe Handyphone Postpaid
and Prepaid and Touch Mobile Prepaid brands.
The Globe Group also provides its subscribers with mobile payment and remittance
services under the GCash brand.
29.2 Wireline Communications Services
This reporting segment is made up of fixed line telecommunications services which offer
subscribers local, domestic long distance and international long distance voice services in
addition to broadband and fixed mobile internet services and a number of VAS in various
areas covered by the Certificate of Public Convenience and Necessity (CPCN) granted by the
NTC.
29.2.1 Wireline voice net service revenues consist of the following:
a) Monthly service fees including CERA of voice-only subscriptions;
b) Revenues from local, international and national long distance calls made by
postpaid, prepaid wireline subscribers and payphone customers, as well as
broadband customers who have subscribed to data packages bundled with a voice
service. Revenues are net of prepaid and payphone call card discounts;
c) Revenues from inbound local, international and national long distance calls from
other carriers terminating on our network;
d) Revenues from additional landline features such as caller ID, call waiting, call
forwarding, multi-calling, voice mail, duplex and hotline numbers and other
value-added features; and
e) Installation charges and other one-time fees associated with the establishment of
the service.
Revenues from (a) to (c) are net of any settlement payments to domestic and
international carriers.
29.2.2 Wireline data net service revenues consist of the following:
a) Monthly service fees from international and domestic leased lines. This is net of
any settlement payments to other carriers;
b) Other wholesale transport services;
c) Revenues from value-added services; and
d) One-time connection charges associated with the establishment of service.
29.2.3 Broadband service revenues consist of the following:
a) Monthly service fees on mobile and fixed wireless and wired broadband plans
and charges for usage in excess of plan minutes; and
b) Prepaid usage charges consumed by mobile broadband subscribers.
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- 98 29.2.4 The Globe Group provides wireline voice communications (local, national and
international long distance), data and broadband and data services to consumers,
corporate and SME clients in the Philippines.
a) Consumers - the Globe Group’s postpaid voice service provides basic landline
services including toll-free NDD calls to other Globe landline subscribers for a
fixed monthly fee. For wired broadband, consumers can choose between
broadband services bundled with a voice line, or a broadband data-only service.
For fixed wireless broadband connection using its WiMax network and 3G with
High-Speed Downlink Packet Access (HSDPA) network, the Globe Group offers
broadband packages bundled with voice, or broadband data-only service. For
subscribers who require full mobility, Globe Broadband Tattoo service come in
postpaid and prepaid packages and allow them to access the internet via 3G with
HSDPA, Enhanced Datarate for GSM Evolution (EDGE), General Packet Radio
Service (GPRS) or WiFi at hotspots located nationwide.
b) Corporate/SME clients - for corporate and SME enterprise clients wireline voice
communication needs, the Globe Group offers postpaid service bundles which
come with a business landline and unlimited dial-up internet access. The Globe
Group also provides a full suite of telephony services from basic direct lines to
Integrated Services Digital Network (ISDN) services, 1-800 numbers,
International Direct Dialing (IDD) and National Direct Dialing (NDD) access as
well as managed voice solutions such as Voice Over Internet Protocol (VOIP)
and managed Internet Protocol (IP) communications. Value-priced, high speed
data services, wholesale and corporate internet access, data center services and
segment-specific solutions customized to the needs of vertical industries.
29.3

Others
This reporting segment represents mobile value added data content and application
development services. Revenues principally consist of revenue share with various carriers
on content downloaded by their subscribers and contracted fees for other application
development services provided to various partners.

Notes to Consolidated Statements of Cash Flows
The principal noncash transactions are as follows:
2011
Increase (decrease) in liabilities related to the
acquisition of property and equipment
Capitalized ARO
Dividends on preferred shares

(P
= 1,353,939)
27,403
35,295

2010
(In Thousand Pesos)
=612,613
P
41,473
–

2009
=2,548,409
P
96,959
50,492

The cash and cash equivalents account consists of:
2011
Cash on hand and in banks
Short-term placements

P
=1,182,895
3,976,151
P
=5,159,046

2010
2009
(In Thousand Pesos)
=944,866
P
=1,104,231
P
4,924,120
4,835,696
=5,868,986
P
=5,939,927
P
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- 99 Cash in banks earn interest at the respective bank deposit rates. Short-term placements represent
short-term money market placements.
The ranges of interest rates of the above placements are as follows:
2011
Placements:
PHP
USD

1.50% to 4.88%
0.05% to 1.75%

2010

2009

2.00% to 4.25% 2.00% to 5.00%
0.09% to 1.55% 0.05% to 1.63%

30. Events after the Reporting Period
On February 10, 2012, the BOD approved the declaration of the first semi-annual cash dividend of
=32.50 per common share, payable to common stockholders of record as of February 24, 2012.
P
Total dividends amounting to =
P4,301.44 million will be payable on March 16, 2012.
On February 10, 2012, the BOD approved and authorized a corporate bond program to fund the
Globe Group’s capital expenditures with a principal amount of up to =
P15,000.00 million for
issuance in one or more tranches due in up to seven and/or ten years. The Globe Group
management has been authorized to determine the final features and other terms and conditions of
the offer and issuance of the corporate bonds, including all agreements related to such offer and
issuance.
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