


    

 
9M08 Core Net Income rises to P=7.86 Billion  

Reported Net Income at P=7.9 Billion, up 39% 
Pre-Tax Income up 26% to P=11.9 Billion, up 26% 

Provision for Income Taxes at  P=4.07 Billion, up 41% 
Subscriber Base at 13.3 million 

Board approves Share Buyback Program and Change  
in Revenue Sharing Arrangement 

 
• Core Net Income up 20% to P=7.86 billion for 9M08 versus P=6.56 billion last year  
• Reported Net Income increases to P=7.92 billion for 9M08, up 39% versus 9M07 
• Income before tax up 26% to P=11.93 billion from P=9.47 billion last year 
• EBITDA higher by 24% at P=11.36 billion from P=9.18 billion in 2007 
• Core Earnings per Share up 26% to P=0.6677 from P=0.5294 in 9M07 
• Service revenues increase 26% to P=12.57 billion compared with P=10.0 billion in the 

first nine months of 2007 
• Subscriber base now 13.29  million; net additions of over 806,000 for  the third 

quarter 2008 
• Interim dividend of  P=5.06 billion paid on 12th September 2008  
 
Manila, Philippines, 3rd November 2008 - Pilipino Telephone Corporation 
(“Piltel”) (PSE: PLTL) today announced its unaudited financial results for the first 
nine months of 2008 with Core Net Income, before exceptional items, up 20% to 
P=7.86 billion in 2008 from P=6.56 billion recorded in the same period in 2007.  
Reported Net Income stood at P=7.92 billion compared with net income of P=5.7 
billion in the first nine months of 2007, an improvement of 39%.  
 
Earnings before income tax increased by 26% to P=11.93 billion for the first nine 
months of 2008. The Company’s retained earnings were P=3.3 billion compared 
with P=447 million at the end of 2007. Stockholders’ equity stood at P=17.85 billion 
as at 30th September 2008.  
 
Earlier today, the Company’s Board of Directors approved, subject to certain 
conditions, a change in the revenue-sharing arrangement between Piltel and 
Smart Communications Inc. (“Smart”), its parent company, from the current 80-
20 split in favor of Piltel to a 70-30 ratio, still in favor of Piltel. Since the launch of 
Talk ‘N Text in 2000, Piltel has compensated Smart for the use of the latter’s 
network by way of a revenue-sharing agreement. Starting with a 50-50 revenue-
share, the arrangement was amended in 2004 to the current 80-20 ratio, having 
taken into consideration declining network and operating costs per subscriber 
derived from improvements in productivity and technology. While Piltel’s service 
revenues have continued to grow over the years, the advent of “bucket-price” 
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packages in 2006 and their growing popularity since then have altered Piltel’s 
revenue mix, resulting in reduced yields per SMS and minute   
.  
This shift, coupled with increased costs arising from network expansion and 
upgrades to support a much larger subscriber base, has resulted in Smart’s 
inability to recover its related costs to service Piltel’s growing subscriber base 
with its 20% share of Piltel’s revenues.  The revised revenue share ratio is 
expected to allow Smart to substantially recover its costs while providing both 
companies with a more equitable revenue sharing arrangement in the context of 
the changed market circumstances. In this connection, the Board authorized the 
engagement of an independent advisor to validate the bases of and the 
amendment to a 70-30 revenue sharing ratio. Subject to said consultant's 
confirmation that the amendment is fair and reasonable under the given 
circumstances, the amendment will be made effective to 1st November 2008. The 
arrangement will also be subject to a review every two years to test the fairness 
and relevance of the revenue sharing ratio between Piltel and Smart.  
 
 Piltel’s Board of Directors also approved a share buyback program of up to 58 
million shares, representing approximately 0.5% of Piltel’s total outstanding 
common shares. The Board took into account the current environment which 
presents a unique buying opportunity while sending a strong signal about the 
Company’s confidence in Piltel’s higher intrinsic value vis-à-vis what the market 
imputes to it.  
 
“The approved share buyback program allows us to take advantage of the 
current weakness and volatility in the equities market which have adversely 
affected Piltel’s share price. The buyback will utilize Piltel’s unrestricted retained 
earnings and will be done direct from the open market through the trading 
facilities of the Stok Exchange. The buyback also demonstrates our confidence in 
the continued strength of Piltel’s business, despite the slight change in the 
revenue sharing arrangement, and is not expected to affect dividend payments to 
our common shareholders.” declared Manuel V. Pangilinan, Piltel Chairman. 
 
 
Operating Results 
 
Piltel is the Philippines’ third largest cellular operator.  Talk ‘N Text recorded 
approximately 806,000 net subscriber additions in the third quarter of 2008 to 
end the period with 13.3 million subscribers.  Net activations for the first nine 
months of 2008 reached 3.59 million compared with 1.37 million for the same 
period in 2007.  
 
Service revenues grew 26% to P=12.57 billion in 2008 from P=10.00 billion in 2007. 
Data revenues increased by 31%, from P=6.33 billion last year to P=8.32 billion this 
year as bucket-priced text messaging revenues grew by 84% from last year’s 
level, partly offset by the decrease in standard text messaging revenues.  Data 



    

revenues make up 66% of GSM service revenues. Voice revenues were up as 
well by 16%, from P=3.67 billion in 2007 to P=4.25 billion in 2008 as a result of 
higher revenues on both local and international calls.  
 
Piltel also recognized interest income of P=605 million in 2008, derived from 
higher levels of short-term investments and interest-bearing receivables from 
Smart - an increase of 73% compared with an interest income of P=350 million in 
2007.    
 
Piltel’s total expenses increased by 2%, from P=1.73 billion last year to P=1.78 
billion this year.  Cash operating expenses rose by 38% from P=790 million in 
2007 to P=1.09 billion in 2008 due mainly to higher levels of selling and 
promotions expenses, rent, taxes and licenses as well as professional and other 
service fees. Selling and promotions increased by 29% from P=585 million to        
P=754 million as the Company stepped up its advertising and promotional efforts.  
 
The cost of cellular handsets and SIM packs declined by P=204 million, or 37%, to 
P=343 million in the first nine months of 2008 from P=547 million for the same 
period in 2007 due mainly to the lower average cost of handsets and SIM cards. 
Non-service revenues, comprised of proceeds from the sale of cellular handsets 
and SIM packs, decreased correspondingly by 54% from P=501 million in 2007 to       
P=229 million in 2008. 
 
Non-cash operating expenses decreased by 14%, from P=396 million to P=339 
million due to a reduction in depreciation expense.  
 
Earnings before tax for the period increased to P=11.93 billion compared with        
P=9.47 billion last year.  However, Piltel recorded a higher provision for income tax 
-   
P=4.07 billion compared with P=2.89 billion in 2007 due to higher earnings.   
 
Net income from continuing operations for the period increased to P=7.86 billion 
compared with P=6.57 billion, as a result of higher revenues and lower expenses. 
 
Net income from discontinued operations was P=62 million in 2008 compared with 
a loss of P=874 million in 2007 due mainly to lower depreciation expense. 
 
  
 
 
 
 
 
 
 
 



    

Conclusion and Outlook 
 
 
Piltel President and Chief Executive Officer Napoleon L Nazareno said: “A 
global recession is undoubtedly underway and we will not be immune to its 
effects.  While our third quarter results were still robust, we are beginning to see 
some softness in subscriber additions and usage. Rest assured that we are 
taking measures to ensure that Piltel will weather the storm and that we will 
continue to pay the dividends that we have recently instituted.”  
 
 
 
 
 

Pilipino Telephone Corporation 
Financial Highlights for the Nine Months Ended Sept 30,  

 
(In million pesos except EPS) 

 
2008 

  
2007 

 Increase / 
(Decrease) 

  
% 

Change 
        
Service revenues 12,571 10,008  2,563  26 
Interest income 605 350  255  73 
Non-Service revenues 229 501  (272)  (54) 
Rent  and other income 302 343  (41)  (12) 
Total Revenues 13,707 11,202  2,505  22 
       
Expenses 1,776 1,733  43  2 
       
Income before income tax 11,931 9,469  2,462  26 
Provision for income tax 4,073 2,897  1,176  41 
       
Net Income from Continuing Operations 7,858 6,572  1,286  20 
       
Net Income (Loss) from Discontinued 
Operations 62 (874)  936  107 
       
Reported Net Income 7,920 5,698  2,222  39 
       
EBITDA(a) 11,357 9,177  2,181  24 
       
Core Net Income(a) 7,860 6,565  1,295  20 
Core Earnings Per Share 0.6677 0.5294  0.1383  26 
 
(a) Pertains to the cellular business. 
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