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PART I - BUSINESS AND GENERAL INFORMATION 

 

Item 1.  Consolidated Financial Statements 

 

Our consolidated financial statements as at March 31, 2026 (unaudited), and December 31, 2025 

(audited), and for the three months ended March 31, 2026 and 2025 (unaudited) and related notes 

(pages 1-51) are filed as part of this report on Form 17-Q. 

  

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

 

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

the context indicates or otherwise requires, references to “we,” “us,” “our,” “Digitel Group” mean 

the Digital Telecommunications Phils., Inc. and its consolidated subsidiaries and reference to 

“Digitel” mean the Digital Telecommunications Phils., Inc., not including its consolidated 

subsidiaries, (see Note 1 – Corporate Information  to the accompanying unaudited consolidated 

financial statements for the list of these subsidiaries, including a description of their respective 

principal business activities). 

 

The following discussion and analysis of our financial condition and results of operations should be 

read in conjunction with the accompanying unaudited consolidated financial statements and the 

related notes.  Our unaudited consolidated financial statements, and the financial information 

discussed below, have been prepared in accordance with Philippine Financial Reporting Standards, 

or PFRS.  

 

The financial information appearing in this report and in the accompanying unaudited consolidated 

financial statements are stated in Philippine peso.  Unless otherwise indicated, translations of 

Philippine peso amounts into U.S. dollars in this report and in the accompanying unaudited 

consolidated financial statements were made based on the exchange rate of P=60.68 to US$1.00, the 

exchange rate as at March 31, 2026 quoted through the Bankers Association of the Philippines. 

 

Some information in this report may contain forward-looking statements within the meaning of 

Section 27A of the U.S. Securities Act of 1933, as amended, and Section 21E of the U.S. Securities 

Exchange Act of 1934, as amended. We have based these forward-looking statements on our current 

beliefs, expectations and intentions as to facts, actions and events that will or may occur in the future. 

Such statements generally are identified by forward-looking words such as “believe”, “plan”, 

“anticipate”, “continue”, “estimate”, “expect”, “may” or other similar words. 

 

A forward-looking statement may include a statement of the assumptions or bases underlying the 

forward-looking statement. We have chosen these assumptions or bases in good faith. These forward-

looking statements are subject to risks, uncertainties and assumptions, some of which are beyond our 

control. In addition, these forward-looking statements reflect our current views with respect to future 

events and are not a guarantee of future performance. Actual results may differ materially from 

information contained in the forward-looking statements as a result of a number of factors, including, 

without limitation, the risk factors. When considering forward-looking statements, you should keep in 

mind the description of risks and other cautionary statements in this report. You should also keep in 

mind that any forward-looking statement made by us in this report or elsewhere speaks only as at the 

date on which we made it. New risks and uncertainties come up from time to time, and it is impossible 

for us to predict these events or how they may affect us. We have no duty to, and do not intend to, 

update or revise the statements in this report after the date hereof. In light of these risks and 

uncertainties, you should keep in mind that actual results may differ materially from any forward-

looking statement made in this report or elsewhere. 
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Financial Highlights and Key Performance Indicators 
(In millions, except EBITDA margin, basic earnings per share and net cash to equity ratio) 

 

 Three Months ended March 31, Increase (Decrease) 
 2026 

 

2025 

 

Amount % 

 

 (Unaudited)   
Consolidated Income Statements      

Revenues  P=1,503 P=1,538 

 

(P=35) (2) 

Expenses 721 792 (71) (9) 

Other income (expenses) (118) 45 (163) (362) 

Income before income tax 664 791 (127) (16) 

Net income  527 655 (128) (20) 

Core income 527 655 (128) (20) 

EBITDA 856 822 34 4 

EBITDA margin (1) 57% 53% – – 

Basic/dilutive earnings per common share (2) 0.02 0.03 – – 

     
 

 March 31, December 31, Increase (Decrease) 
 2026 

 

2025 

 

Amount % 

 

 (Unaudited) (Audited)   
Consolidated Statements of Financial Position     

Total assets P=8,749 P=8,098 P=651 8 

Cash and cash equivalents 104 84 20 24 

Total capital deficiency (6,573) (7,100) (527) (7) 

Net cash(3) to equity ratio (0.01)               (0.01)  – – 

      

     
 Three months ended March 31, Increase (Decrease) 
 2026 

 

2025 

 

Amount % 

 

 (Unaudited)   
Consolidated Statements of Cash Flows     

Net cash flows from operating activities  70 110 (40) (36) 

Net cash flows from investing activities  48 45 3 7 

Net cash flows used in financing activities  (98) (105) 7 7 

     

Operational Data:     

Number of employees  1 1 – – 

Fixed line 1 1 – – 
(1) EBITDA margin is measured as EBITDA divided by service revenues for the period.  
(2) Basic earnings per common share is derived by dividing net income by the weighted average number of outstanding common shares for 

the period. 
(3) Net cash is derived by deducting cash and cash equivalents from total debt (long-term debt, including current portion). 

 
  Weighted average 

Exchange rates – per US$ Month-end rates During the year 

March 31, 2026  60.68 59.41 
December 31, 2025 58.79 58.85 

March 31, 2025 57.28 57.95 

December 31, 2024 57.85 57.28 

   
 

Performance Indicators 

 

We use a number of non-GAAP performance indicators to monitor financial performance. These are 

summarized below and discussed later in this report. 

 

EBITDA (Earnings before Interest, Taxes, Depreciation and Amortization) and EBITDA Margin 

EBITDA for the period is measured as net income excluding depreciation, impairment non-financial 

asset, accretion expense of lease liabilities, foreign exchange gains (losses) – net, gains (losses) on 

disposal of fixed assets, interest income, rental income, provision for (benefit from) income tax and 

other income – net.  EBITDA is monitored by the management for each business unit separately for 

purposes of making decisions about resource allocation and performance assessment.  EBITDA is 

presented because our management believes that it is widely used by investors in their analysis of the 

performance of Digitel and can assist them in their comparison of Digitel’s performance with those of 
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other companies in the telecommunications sector.  We also present EBITDA because it is used by 

some investors as a way to measure a company’s ability to incur and service debt, make capital 

expenditures and meet working capital requirements.  Companies in the telecommunications sector 

have historically reported EBITDA as a supplement to financial measures in accordance with PFRS.  

EBITDA should not be considered as an alternative to net income as an indicator of our performance, 

nor should EBITDA be considered an alternative to cash flows from operating activities as a measure 

of liquidity or as an alternative to any other measure determined in accordance with PFRS.  Unlike net 

income, EBITDA does not include depreciation or financing costs and, therefore, does not reflect 

current or future capital expenditures or the cost of capital.  We compensate for these limitations by 

using EBITDA as only one of several comparative tools, together with PFRS-based measurements, to 

assist in the evaluation of operating performance.  Such PFRS-based measurements include income 

before income tax, net income, cash flows from operations and cash flow data.  We have significant 

uses of cash flows, including capital expenditures, interest payments, debt principal repayments, taxes 

and other non-recurring charges, which are not reflected in EBITDA.  Our calculation of EBITDA 

may be different from the calculation methods used by other companies and, therefore, comparability 

may be limited. 

 

Core Income  

 

Core income for the period is measured as net income, excluding gain on sale of telecom towers, 

foreign exchange gains (losses) – net, and net tax effect of aforementioned adjustments, as applicable.  

Core income results are monitored by the management for each business unit separately for purposes 

of making decisions about resource allocation and performance assessment.  Core income should not 

be considered as an alternative to income before income tax or net income determined in accordance 

with PFRS as an indicator of our performance.  Unlike net income, core income does not include 

foreign exchange gains and losses, gains and losses on derivative financial instruments, asset 

impairments and other non-recurring gains and losses.  We compensate for these limitations by using 

core income as only one of several comparative tools, together with PFRS-based measurements, to 

assist in the evaluation of operating performance.  Such PFRS-based measurements include income 

before income tax and net income.  Our calculation of core income may be different from the 

calculation methods used by other companies and, therefore, comparability may be limited.  

 

Overview 

 

Digitel was one of the major providers of wireline communication systems in Luzon Island.  In 

September 2001, Digitel established a wholly-owned subsidiary, DMPI, to provide wireless 

telecommunication services in the Philippines. DMPI is one of the Philippines’ leading mobile 

telecommunications companies. We have organized our business into business units based on our 

products and services and have two reportable operating segments which serve as the basis for 

management’s decision to allocate resources and evaluate operating performance: 

 

• Wireless - wireless telecommunications services provided by DMPI, which owns the Sun 

subscribers brand; and 

 

• Fixed Line - fixed line telecommunications services primarily provided by Digitel. As of 

January 1, 2018, Digitel fully migrated its subscribers to PLDT network. 

 

Digitel ceased operating as a public telecommunications entity effective February 17, 2019, the 

expiration of its franchise, Republic Act No. 7678, entitled “An Act Granting The Digital 

Telecommunications Phils, Inc., A Franchise To Install, Operate And Maintain Telecommunications 

Systems Throughout The Philippines And For Other Purposes”. 
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Management’s Financial Review 

 

In addition to consolidated net income, we use EBITDA, EBITDA Margin and core income to assess 

our operating performance.  

 

The following table shows the reconciliation of our consolidated net income to our consolidated 

EBITDA and EBITDA Margin for the three months ended March 31, 2026 and 2025: 

 
   2026 2025 

 

                 (In millions) 

                 (Unaudited) 

Consolidated net income    P=527 P=655 

Add (deduct) adjustments:     

Losses (gains) on fair value change of perpetual notes   143 (13) 

Provision for income tax   137 136 

Depreciation   74 90 

Accretion expense on lease liabilities   8 12 

Rental income   (1) (1) 

Distribution income on perpetual notes   (48) (48) 

Other expenses – net   16 5 

Total adjustments   329 181 

Consolidated EBITDA   P=856 P=836 

Service revenues   1,503 1,538 

EBITDA Margin   57% 54% 

 

The following table shows the reconciliation of our consolidated net income to our consolidated core 

income for the three months ended March 31, 2026 and 2025: 
 

   2026 2025 

 

                  (In millions) 

                  (Unaudited) 

Consolidated net income    P=527 P=655 

Add (deduct) adjustments:     

Foreign exchange gains – net   – – 

Net tax effect of aforementioned adjustments   – – 

Consolidated core income   P=527 P=655 

 

Results of Operations 

 

The table below shows the contribution by each of our business segments to our consolidated 

revenues, expenses, other income – net, income before income tax, provision for income tax, net 

income/segment profit, EBITDA, EBITDA margin and core income for the three months ended                   

March 31, 2026 and 2025. In each of the periods ended March 31, 2026 and 2025, our revenues are 

derived from our operations within the Philippines.  
 

   Inter-segment  
 Wireless Fixed Line Transactions Consolidated 

 (In millions) 

 (Unaudited) 

Three months ended March 31, 2026     

Revenues P=1,503 P=– P=– P=1,503 

Expenses 713 8 – 721 

Other income (expenses) – net (127) 9 – (118) 

Income before income tax 663 1 – 664 

Provision for income tax 137 – – 137 

Net income/Segment profit   526 1 – 527 

EBITDA 864 (8) – 856 

EBITDA margin (1) 57% – – 57% 

Core income  526 1 – 527 
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   Inter-segment  
 Wireless Fixed Line Transactions Consolidated 

 (In millions) 

 (Unaudited) 

Three months ended March 31, 2025     

Revenues P=1,538 P=– P=– P=1,538 

Expenses 778 14 – 792 

Other income - net 32 13 – 45 

Income (loss) before income tax 792 (1) – 791 

Provision for income tax 136 – – 136 

Net income (loss)/ Segment profit (loss) 656 (1) – 655 

EBITDA 836 (14) – 822 

EBITDA margin (1) 54% – – 53% 

Core income (loss) 656 (1) – 655 

 
Increase (Decrease)     

Revenues (P=35) P=– P=– (P=35) 

Expenses (65) (6) – (71) 

Other expense - net (159) (4) – (163) 

Income (loss) before income tax (129) 2 – (127) 

Provision for income tax 1 – – 1 

Net income (loss) / Segment profit (loss)  (130) 2 – (128) 

EBITDA 28 6 – 34 

Core income (loss) (130) 2 – (128) 
 (1)  EBITDA margin is measured as EBITDA divided by service revenues. 

 

On a Consolidated Basis 

 

Revenues 

 

We reported consolidated revenues of P=1,503 million for the three months ended March 31, 2026, a 

decrease of P=35 million, or 2%, as compared with P=1,538 million in the same period in 2025. 

Revenues are solely from Wireless service as Fixed Line services ceased operations upon expiration 

of franchise in 2019. 

 

Expenses 

 

Consolidated expenses decreased by P=71 million, or 9%, to P=721 million for the three months ended 

March 31, 2026 from P=792 million in the same period in 2025 primarily due to lower repairs and 

maintenance, depreciation, rent, professional and other contracted services, taxes and licenses, royalty 

expense and other expenses. 

 

The following table shows the breakdown of our consolidated expenses by business segment for the 

three months ended March 31, 2026 and 2025: 

 
     Change 
 2026 % 2025 % Amount % 

 (In millions) 

       

Wireless P=713 99 P=778 98 (P=65) (8) 

Fixed line 8 1 14 2 (6) (43) 

Consolidated P=721 100 P=792 100 (P=71) (9) 

 

Other Income (Expense) - net 

 

Consolidated other income (expense) - net decreased by P=163 million, or 362%, to other expense -net 

of P=118 million for the three months ended March 31, 2026 from other income – net of P=45 million in 

the same period in 2025 primarily due to the combined effects of the following: (i) loss on fair value 

change on perpetual notes of P=143 million for the three months ended March 31, 2026 as against gain 

on fair value change on perpetual notes of P=13 million in the same period in 2025; (ii) lower accretion 

on lease liabilities by P=4 million; and (iii) lower other expenses - net of P=4 million.  
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 The following table shows the breakdown of our consolidated other income - net by business 

segment for the three months ended March 31, 2026 and 2025: 

 
     Change 
 2026 % 2025 % Amount % 

 (In millions) 

       

Wireless (P=127) 108 P=32 71 (P=159) (497) 

Fixed line 9 (8) 13 29 (4) (31) 

Consolidated (P=118) 100 P=45 100 (P=163) (362) 

 

Net Income 
 

As a result of the foregoing, our consolidated net income amounted to P=527 million for the three 

months ended March 31, 2026, a decrease of P=131 million, or 20%, from P=655 million in the same 

period in 2025. The decrease was mainly due to the combined effects of the following: (i) lower 

revenues by P=35 million; (ii) other expenses - net of P=118 million as against other income – net of              

P=45 million in the same period in 2025; (iii) higher provision for income tax by P=1 million; and (iv) 

lower operating expenses by P=71 million. 

 

The following table shows the breakdown of our consolidated net income by business segment for the 

three months ended March 31, 2026 and 2025: 

 
     Change 
 2026 % 2025 % Amount % 

 (In millions) 

       

Wireless P=526 100 P=656 100 (P=130) (20) 

Fixed line 1   – (1)   – 2 200 

Consolidated P=527 100 P=655 100 (P=131) (20) 

 

EBITDA 

 

Our consolidated EBITDA amounted to P=856 million for the three months ended March 31, 2026, an 

increase of P=34 million, or 4%, from P=836 million in the same period in 2025 primarily due to lower 

operating expenses, partly offset by lower revenues. 

 

The following table shows the breakdown of our consolidated EBITDA by business segment for the 

three months ended March 31, 2026 and 2025: 

 
     Change 
 2026 % 2025 % Amount % 

 (In millions) 

       

Wireless P=864 101 P=850 102 P=28 3 

Fixed line (8) (1) (14) (2) (6) (43) 

Consolidated P=856 100 P=836 100 P=34 4 

 

Core Income 

 

Our consolidated core income amounted to P=527 million for the three months ended March 31, 2026,          

a decrease of P=131 million, or 20%, from P=655 million in the same period in 2025, primarily due to 

other expenses – net for the three months ended March 31, 2026 as against other income – net in the 

same period in 2025,  increase in provision for income tax and lower depreciation, partly offset by 

higher EBITDA. 
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The following table shows the breakdown of our consolidated core income by business segment for 

the three months ended March 31, 2026 and 2025: 

 
     Change 
 2026 % 2025 % Amount % 

 (In millions) 

       

Wireless P=526 100 P=656 100 (P=130) (20) 

Fixed line 1 – (1) – 2 200 

Consolidated P=527 100 P=655 100 (P=131) (20) 

 

On a Business Segment Basis 

Wireless 

 

Revenues  

 

We generated revenues from our wireless business of P=1,503 million for the three months ended                

March 31, 2026, a decrease of P=35 million, or 2%, from P=1,538 million in the same period in 2025.   

 

The following table summarizes our total revenues from our wireless business for the three months 

ended March 31, 2026 and 2025 by service segment: 

 
     Increase (Decrease) 
 2026 % 2025 % Amount % 

 (In millions) 

Service Revenues:       

Distributed subscriber revenues P=1,314 87 P=1,325 86 (P=11) (1) 

Others 189 13 213 14 (24) (11) 

Total Wireless Revenues P=1,503 100 P=1,538 100 (P=35) (2) 

 

Distributed Subscriber Revenues 

On October 21, 2020, Sun Prepaid subscribers were rebranded to Smart Prepaid. The brand 

consolidation under Smart aims to strengthen market position, achieve cost-efficiency and to provide 

superior mobile data service to all Sun subscribers. 

 

Post-rebranding, the ownership of Sun Prepaid subscribers remained under DMPI.  Under the terms of 

the agreement, Smart settles a fixed fee representing our proportionate share on the distributed 

subscriber revenues.  

 

Rebranded Sun subscribers now have access to a wider array of improved offers and services, 

previously available only to Smart prepaid subscribers, in addition to Sun Prepaid’s existing offers. 

Subscribers were also able to retain their existing mobile numbers after the rebranding.  

 

The subscriber rebranding agreement gives rise to the recognition of distributed subscriber revenues. 

Total share in the distributed subscriber revenues amounted to P=1,314 million for the three months 

ended March 31, 2026, lower by P=11 million, or 1%, from P=1,325 million in the same period in 2025.  
 

Other Service Revenues 

 

Other service revenues, mainly facility service revenues decreased by P=24 million, or 11%, to                      

P=189 million for the three months ended March 31, 2026 from P=213 million in the same period in 

2025.  
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Expenses 
 

Expenses associated with our wireless business for the three months ended March 31, 2026 amounted 

to  P=713 million, a decrease of P=65 million, or 8%, from P=778 million in the same period in 2025. The 

decrease was attributable to lower expenses related to repairs and maintenance, depreciation, 

professional and other contracted services, rent and royalty expenses. As a percentage of our total 

wireless revenues, expenses associated with our wireless business were at 47% and 51% for the three 

months ended March 31, 2026 and 2025, respectively. 

 

The following table summarizes the breakdown of our total wireless-related expenses for the three 

months ended March 31, 2026 and 2025 and the percentage of each expense item to the total: 

 
     Increase (Decrease) 
 2026 % 2025 % Amount % 

 (In millions) 

       

Professional and other contracted services P=434 61 P=438 56 (P=4) (1) 

Repairs and maintenance 90 13 131 17 (41) (31) 

Royalty expense 84 12 85 11 (1) (1) 

Depreciation  74 10 90 12 (16) (18) 

Taxes and licenses 22 3 22 3 – – 

Rent 9 1 12 1 (3) (25) 

Total P=713 100 P=778 100 (P=65) (8) 

 

Professional and other contracted services decreased by P=4 million, or 1%, to P=434 million for the 

three months ended March 31, 2026, from P=438 million in the same period in 2025 primarily due to 

lower facility usage cost. 

 

Repairs and maintenance expenses decreased by P=41 million, or 31%, to P=90 million for the three 

months ended March 31, 2026, from P=131 million in the same period in 2025 mainly due to lower site 

electricity consumption. 

 

Royalty expense decreased by P=1 million, or 1%, to P=84 million for the three months ended                

March 31, 2026, from P=85 million in the same period in 2025 as a function of lower distributed 

subscriber revenues. 

 

Depreciation decreased by P=16 million, or 18%, to P=74 million for the three months ended                  

March 31, 2026, from P=90 million in the same period in 2025 due to lower depreciation of right-of-

use assets. 

 

Taxes and licenses remain flat at P=22 million for the three months ended March 31, 2026. 

 

Rent expenses decreased by P=3 million, or 25%, to P=9 million for the three months ended                 

March 31, 2026, from P=12 million in the same period in 2025 primarily due to lower site rentals. 

 

There were no recognition of costs related to selling and promotions, cost of sales and services, asset 

impairment and other provisions consequent to the subscriber rebranding agreement. 
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Other Income (Expense) - Net 

 

The following table summarizes the breakdown of our total wireless-related other income (expenses) - 

net for the three months ended March 31, 2026 and 2025: 
 

   Increase (Decrease) 
 2026 2025 Amount % 

 (In millions) 

Other Income (Expenses) - net:     

Distribution income on perpetual notes P=48 P=48 P=– – 

Rental income 1 1 – – 

Accretion expense on lease liabilities (8) (12) (4) (33) 

Gain (loss) on fair value change on perpetual notes (143) 13 (156) (1,200) 

Others (25) (18) 7 39 

) 

Total  (P=127) P=32 (P=159) (497) 

 
 
Our wireless business’ other income (expenses) - net for the three months ended March 31, 2026 

amounted to P=127 million, as against other income – net of P=32 million in the same period in 2025 

primarily due to the combined effects of the following: (i) lower accretion expense on lease liabilities 

by P=4 million; (ii) loss on fair value change on perpetual notes of P=143 million as against gain on fair 

value change on perpetual notes of P=13 million in the same period in 2025; and (iii) lower net other 

expenses by P=7 million.  

 

Provision for Income Tax 

 

Provision for income tax increased by P=1 million, or 1%, to P=137 million for the three months ended 

March 31, 2026, from P=136 million in the same period in 2025. 

 

Net Income 

 

As a result of the foregoing, our wireless business recorded a net income of P=526 million for the three 

months ended March 31, 2026, a decrease of P=130 million, or 20%, from P=656 million recorded in the 

same period in 2025.  

 

EBITDA 

 

Our wireless business’ EBITDA amounted to P=864 million for the three months ended March 31, 

2026, an increase of P=28 million, or 3%, from P=836 million in the same period in 2025.  

 

Core Income 

 

Our wireless business’ core income amounted to P=526 million for the three months ended                      

March 31, 2026, a decrease of P=130 million, or 20%, from P=656 million in the same period in 2025.  

 

Fixed Line 

 

Expenses 
 

Expenses related to our fixed line business totaled P=8 million for the three months ended March 31, 

2026, a decrease of P=6 million, or 43%, from P=14 million in the same period in 2025. The decrease 

was primarily due to lower rent, taxes and licenses, repairs and maintenance and other expenses. 
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The following table shows the breakdown of our total fixed line-related expenses for the three months 

ended March 31, 2026 and 2025 and the percentage of each expense item to the total: 

 
     Increase (Decrease) 
 2026 % 2025 % Amount % 

 (In millions) 

Repairs and maintenance P=7 88 P=8 58 (P=1) (13) 

Professional and other contracted services 1 12 1 7 – – 

Taxes and licenses – – 2 14 (2) (100) 

Rent – – 2 14 (2) (100) 

Other expenses – – 1 7 (1) (100) 

Total P=8 100 P=14 100 (P=6) (43) 

 

Repairs and maintenance expenses decreased by P=1 million, or 13%, to P=7 million for the three 

months ended March 31, 2026, from P=8 million in the same period in 2025 due to lower site 

electricity. 

 

Professional and other contracted services remained flat at P=1 million for the three months ended 

March 31, 2026. 

 

Taxes and licenses decreased by P=2 million, or 100%, for the three months ended March 31, 2026 

from P=2 million in the same period in 2025 due to lower real property tax.  

 

Rent expense decreased by P=2 million, or 100%, for the three months ended March 31, 2026, from              

P=2 million in the same period in 2025 due to lower building rental. 

 

Other expenses decreased by P=1 million, or 100% for the three months ended March 31, 2026. 

 

Other Income - Net 

 

The following table summarizes the breakdown of our total fixed line-related other income for the 

three months ended March 31, 2026 and 2025: 

 
   Decrease 
 2026 2025 Amount % 

 (In millions) 

Other Income - net:     

Foreign exchange gains – net P=– – P=– – 

Others 9 13 (4) (31) 

Total  P=9 P=13 (P=4) (31) 

 

Our fixed line business’ other income - net amounted to P=9 million for the three months ended                     

March 31, 2026, a decrease of P=4 million, or 31%, from P=13 million in the same period in 2025, 

primarily due to lower other income – net by P=4 million.   

 

Provision for Income Tax 
 

Provision for income tax amounted to nil for the three months ended March 31, 2026 and 2025. 

 

Net Income 

 

As a result of the foregoing, our fixed line business recorded a net income of P=1 million for the three 

month ended March 31, 2026, as against net loss of P=1 million in the same period in 2025. 
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EBITDA 

 

Our fixed line business reported a negative EBITDA of P=8 million for the three months ended                           

March 31, 2026, an improvement by P=6 million, or 43%, from P=14 million negative EBITDA in the 

same period in 2025.  

 

Core Income 

 

Our fixed line business’ core income for the three months ended March 31, 2026 amounted to                   

P=1 million, and core loss of P=1 million in the same period in 2025. 

 

Liquidity and Capital Resources  

 

The following table shows our consolidated cash flows for the three months ended March 31, 2026 

and 2025, as well as our consolidated capitalization and other consolidated selected financial data as 

at March 31, 2026 and December 31, 2025: 

 
 Three months ended March 31, 

2020 

 2026 2025 

 (Unaudited) 
(in millions)   

Cash Flows    

Net cash flows from operating activities P=70 P=110 

Net cash flows from investing activities 48 45 

Net cash flows used in financing activities (98) (105) 

Net increase in cash and cash equivalents 20 7 

 
 March 31, December 31, 

 2026 2025 

 (Unaudited) (Audited) 
   

Capitalization   

Total capital deficiency attributable to equity holders of Digitel (P=6,573) (P=7,100) 

   
Other Selected Financial Data   

Total assets P=8,749 P=8,098 

Cash and cash equivalents 104 84 

 

As at March 31, 2026, our consolidated cash and cash equivalents totaled P=104 million.  Principal 

source of consolidated cash and cash equivalents for the three months ended March 31, 2026 was cash 

flows from operating activities of P=70 million, and distribution of perpetual notes of P=48 million. 

These funds were used principally for payments for principal and interest charges of lease liabilities 

amounting to P=90 million and P=8 million, respectively. 

 

As at March 31, 2025, our consolidated cash and cash equivalents totaled P=127 million.  Principal 

source of consolidated cash and cash equivalents for the three months ended March 31, 2025 was cash 

flows from operating activities of P=110 million, and distribution of perpetual notes of P=48 million. 

These funds were used principally for payments for principal and interest charges of lease liabilities 

amounting to P=93 million and P=12 million, respectively. 

 

Operating Activities  

 

Our consolidated net cash flows from operating activties amounted to P=70 million for the three 

months ended March 31, 2026, lower by P=40 million, or 36%, from P=110 million in the same period 

in 2025 primarily due to lower collection of trade and other receivables, higher level of other current 

assets, and higher income taxes paid, partly offset by higher operating income and lower settlement of 

trade and other payables. 
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Investing Activities  

 

Our consolidated net cash flows from investing activities amounted to P=48 million for the three 

months ended March 31, 2026, lower by P=3 million, or 7%, from P=45 million in the same period in 

2025. 

 

Financing Activities  

 

Our consolidated net cash flows used in financing activities amounted to P=98 million for the three 

months ended March 31, 2026, lower by P=7 million, or 7%, from P=105 million in the same period in 

2025 primarily due to lower payments for principal and interest charges related to lease liabilities.   

  

Debt Financing  

 

As at March 31, 2026, we have no outstanding long-term debt, including current portion.  

 

Financing Requirements 

 

We believe that our available cash, including cash flow from operations, will provide sufficient 

liquidity to fund our projected operating, investment and capital expenditures for the next 12 months.   

 

Changes in Financial Conditions 

 

Assets 

 

Our total assets amounted to P=8,749 million as at March 31, 2026, an increase of P=651 million, or 8%, 

from P=8,098 million as at December 31, 2025, due to higher current assets by P=771 million, or 13%, 

partly offset by lower noncurrent assets by P=120 million, or 5%. 

 

Noncurrent Assets 

 

Investment properties amounted to P=55 million each as at March 31, 2026 and December 31, 2025, 

which represent land that is currently held for undetermined future use. 

 

Right-of-use assets (ROU) increased by P=23 million, or 7%, due to additional ROU site, partly offset 

by depreciation and termination of ROU sites during the period.  

 

Investment in perpetual notes decreased by P=146 million, primarily due to loss on change in fair 

value. 

 

Other noncurrent assets remained flat at P=442 million as at March 31, 2026. 

 

Current Assets 

 

Cash and cash equivalents increased by P=20 million, or 24%, mainly due to the combined effects of 

cash flows from operating activities of P=71 million, cash flows from investing activities of                             

P=48 million, and cash flows used in financing activities of P=98 million. 

 

Trade and other receivables increased by P=700 million, or 13%, due mainly from additional 

receivables from related parties. 

 

Other current assets including assets held-for-sale increased by P=51 million, or 16%, primarily due to 

higher prepaid fees and licenses and prepaid taxes. 
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Liabilities 

 

Our total liabilities amounted to P=15,322 million as at March 31, 2026, an increase of P=124 million, or 

1%, from P=15,198 million as at December 31, 2025, due to higher current liabilities by P=115 million, 

and higher noncurrent liabilities by P=9 million, or 2%. 

 

Net deferred income tax liabilities remained flat at P=13 million as at March 31, 2026. 

 

Noncurrent portion liabilities increased by P=9 million, or 2%, due to higher lease liabilities recognized 

during the year, partly offset by the decrease in asset retirement obligation.  

 

Trade and other payables increased by P=115 million, or 1%, due to higher income tax payable, 

payable to related parties, and trade payables. 

 

Off-Balance Sheet Arrangements 

 

There are no off-balance sheet arrangements that have or are reasonably likely to have any current or 

future effect on our financial position, results of operations, cash flows, changes in stockholders’ 

equity, liquidity, capital expenditures or capital resources that are material to investors. 

  

Equity Financing 

 

Digitel pays dividends subject to the requirements of applicable laws and regulations and availability 

of unrestricted retained earnings, without any restriction imposed by the terms of contractual 

agreements. Notwithstanding the foregoing, Digitel may, at any time, declare and pay such dividends 

depending upon the results of operations and future projects and plans, cash flow, financial condition, 

capital investment requirements and other factors. 

 

Contractual Obligations 

 

For a discussion of our consolidated contractual undiscounted obligations as at March 31, 2026 and 

December 31, 2025, see Note 19 – Financial Risk Management Objectives and Policies to the 

accompanying unaudited consolidated financial statements. 

 

Quantitative and Qualitative Disclosures about Market Risks 

 

Our operations are exposed to various risks, including liquidity risk, foreign currency exchange risk, 

interest rate risk and credit risk. The importance of managing these risks has significantly increased in 

light of considerable change and continuing volatility in both the Philippine and international financial 

markets. The BOD of the Group and the ultimate parent review and approve policies for managing 

each of these risks. 

 

For further discussions of these risks, see Note 19 – Financial Risk Management Objectives and 

Policies to the accompanying unaudited consolidated financial statements. 
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The following table sets forth the estimated consolidated fair values of our financial assets and 

liabilities recognized as at March 31, 2026 and December 31, 2025 other than those whose carrying 

amounts are reasonable approximations of fair values: 

 
 September 30, 2025 December 31, 2025 

 (Unaudited) (Audited) 
   

Noncurrent Financial Assets   

Financial assets at FVP:   

       Investment in perpetual notes P=1,409 P=1,552 

Loans and receivables:    

Refundable security deposits 285 285 

Total Financial Asset – Net P=1,694 P=1,837 

   

 

For further discussions of the fair values of our financial assets and liabilities, see Note 20 – Fair 

Value Measurement to the accompanying unaudited consolidated financial statements. 

 

Other Matters 

 

a. Any known trends, demands, commitments, events or uncertainties that will have a 

material impact on the issuer’s liquidity. 

- We are not aware of any known trends, demands, commitments, events or 

uncertainties that will have a material impact on the issuer’s liquidity. 

- Digitel Group has not defaulted in paying its currently maturing obligations. In 

addition, all dollar-denominated obligations of DMPI are guaranteed by its ultimate 

parent, PLDT.  

- Digitel Group’s current liabilities appear to be materially higher than its current 

assets, as indicated by the current ratio of 0.43:1 due to an outstanding payable to 

PLDT and other related parties amounting to P=13 billion as at March 31, 2026.  

Without this portion in the current liabilities, the current ratio would have been 3.5:1. 

 

b.   Any events that will trigger direct or contingent financial obligation that is material to 

Digitel Group, including any default or acceleration of an obligation. 

- We are not aware of any events that will trigger direct or contingent financial 

obligation that is material to Digitel Group, including any default or acceleration of 

an obligation. 

 

c. Description of any material commitments for capital expenditures, general purpose of 

such commitments, expected sources of funds for such expenditures 

- We have no material commitment for capital expenditures.     

   

d.   Any material off-balance sheet transactions, arrangements, obligations (including 

contingent obligations), and other relationships of the company with unconsolidated 

entities or other persons created during the reporting period. 

- We are not aware of any material off-balance sheet transactions, arrangements, 

obligations (including contingent obligations), and other relationships of the company 

with unconsolidated entities or other persons created during the reporting period. 

 

e. Any known trends, events or uncertainties that have had or that are reasonably expected 

to have a material favorable or unfavorable impact on net sales/revenues/income from 

continuing operations. 

- We are not aware of any known trends, events or uncertainties that have had or that 

are reasonably expected to have a material favorable or unfavorable impact on net 

sales/revenues/income from continuing operations. 
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f. Any significant elements of income or loss that arise from issuer’s continuing operations. 

- We are not aware of any significant elements of income or loss that arises from the 

issuer’s continuing operations. 

 

g. Seasonal aspects that have material effect on the unaudited consolidated financial 

statements. 

- We are not aware of any seasonal aspects that have material effect on the financial 

statements. 
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ANNEX 1 – FINANCIAL SOUNDNESS INDICATOR 

 

The following table shows our financial soundness indicators as at March 31, 2026 and                                 

December 31, 2025: 
 

 2026  2025 

    

Current Ratio(1) 0.43:1.0  0.39:1.0 

Net Cash to Equity Ratio(2) (0.02):1.0  (0.01):1.0 

Asset to Equity Ratio(3) (1.33):1.0  (1.14):1.0 

Interest Coverage Ratio(4) 84:1.0  83.38:1.0 

Profit Margin Ratio(5) 35%  45% 

Return on Assets(6) 6%  34% 

EBITDA Margin(7) 57%  53% 
_____________ 
(1) Current ratio is measured as current assets divided by current liabilities  

(2) Net cash to equity ratio is measured as cash and cash equivalents and short-term investments less total debt (long-term debt, including 

current portion and notes payable, if any) divided by total equity. 

(3) Asset to equity ratio is measured as total assets divided by total equity. 

(4) Interest coverage ratio is measured by EBIT, or earnings before interest and taxes, divided by total financing costs 

(5) Profit margin ratio is derived by dividing net income with total revenues. 

(6) Return on assets is derived by dividing net income with total assets. 

(7) EBITDA margin is measured as EBITDA divided by service revenues. EBITDA is measured as net income excluding depreciation, asset 

impairment on noncurrent assets, financing costs, interest income, equity share in net earnings of associated and joint ventures, foreign 

exchange gains - net, provision for income tax, and other income (expenses). 
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DIGITAL TELECOMMUNICATIONS PHILS., INC. AND SUBSIDIARIES 
(A Subsidiary of PLDT Inc.) 

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 
 

 
  March 31, 2026 December 31, 2025 

 (Unaudited) (Audited) 

              (In millions) 

ASSETS   

Noncurrent Assets   

Investment properties (Note 20) P=55 P=55 

Property and equipment (Note 7) − − 

Right-of-use (ROU) assets (Note 8) 352 329 

Investment in perpetual notes (Notes 9, 18, 19 and 20) 1,409 1,552 

Other noncurrent assets (Notes 10, 19 and 20) 442 442 

  Total Noncurrent Assets 2,258 2,378 

Current Assets    

Cash and cash equivalents (Notes 11, 19 and 20) 104 84 

Trade and other receivables (Notes 12, 18, 19 and 20) 6,020 5,320 

Other current assets (Note 13) 123 69 

 6,247 5,473 

Assets classified as held-for-sale (Note 8) 244 247 

  Total Current Assets 6,491 5,720 

TOTAL ASSETS P=8,749 P=8,098 

   

CAPITAL DEFICIENCY AND LIABILITIES   

Capital Deficiency   

Capital stock  P=2,614 P=2,614 

Additional paid-in capital 2,201 2,201 

Equity reserve  (1,831) (1,831) 

Deficit (9,557) (10,084) 

  Total Capital Deficiency (Notes 1 and 14) (6,573) (7,100) 

Noncurrent Liabilities   

Deferred income tax liabilities – net (Note 5) 13 13 

Lease liabilities – net of current portion (Note 8) 116 95 

Asset retirement obligation (Note 15) 260 272 

  Total Noncurrent Liabilities 389 380 

Current Liabilities   

Trade and other payables (Notes 16, 18, 19 and 20) 14,280 14,290 

Lease liabilities (Note 8) 248 249 

Income tax payable 261 136 

 14,789 14,675 

Liabilities associated with assets classified as held-for-sale (Note 8) 144 143 

  Total Current Liabilities 14,933 14,818 

  Total Liabilities 15,322 15,198 

TOTAL CAPITAL DEFICIENCY AND LIABILITIES P=8,749 P=8,098 

   

See accompanying Notes to Consolidated Financial Statements.  



 

 

DIGITAL TELECOMMUNICATIONS PHILS., INC. AND SUBSIDIARIES 
(A Subsidiary of PLDT Inc.) 

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 
 

 

 
  For the Three Months Ended March 31 

 2026 2025 

 (Unaudited) 

     (In millions, except earnings per share amounts) 

REVENUES   

Revenues from contracts with customers (Notes 17 and 18) P=1,503 P=1,538 

COSTS AND EXPENSES   

Professional and other contracted services (Note 18) 435 438 

Repairs and maintenance (Notes 8, 15 and 18) 97 140 

Royalty expense (Note 18) 84 85 

Depreciation (Note 8) 74 90 

Taxes and licenses 22 24 

Rent (Notes 8, 18 and 21) 9 14 

Other expenses − 1 

 721 792 

 782 746 

OTHER INCOME (EXPENSES)   

Distribution income on perpetual notes (Notes 9 and 18) 48 48 

Rental income (Note 19)  1 1 

Accretion expense on lease liabilities (Notes 4 and 8) (8) (12) 

Gains (losses) on fair value change on perpetual notes (Note 9) (143) 13 

Other expenses – net (Note 17) (16) (5) 

 (118) 45 

INCOME BEFORE INCOME TAX  664 791 

PROVISION FOR INCOME TAX (Note 5) 137 136 

NET INCOME/ TOTAL COMPREHENSIVE INCOME  

(Notes 1, 4 and 6) 527 655 

ATTRIBUTABLE TO:   

       Equity holders of DGTL 525 652 

       Noncontrolling interests 2 3 

 527 655 

Earnings per Share (Note 6) P=0.02 P=0.03 

   

See accompanying Notes to Consolidated Financial Statements. 



 

 

DIGITAL TELECOMMUNICATIONS PHILS., INC. AND SUBSIDIARIES 
(A Subsidiary of PLDT Inc.) 

CONSOLIDATED STATEMENTS OF CHANGES IN CAPITAL DEFICIENCY 

FOR THE THREE MONTHS ENDED MARCH 31, 2026 AND 2025 

 

 

 

 Capital Stock 

Additional 

Paid-in Capital Equity Reserve Deficit (Note 14) 

Total Capital 

Deficiency 

 (Note 14) (Note 14) (Note 14) Appropriated Unappropriated (Note 1) 

 (In millions, except per share amounts) 

Balances as at January 1, 2026 P=2,614 P=2,201 (P=1,831) P=5,000 (P=15,084) (P=7,100) 

Net income/ Total comprehensive income – – – ‒ 527 527 

Balances as at March 31, 2026 (Unaudited)  P=2,614 P=2,201 (P=1,831) P=5,000 (P=14,557) (P=6,573) 

       

Balances as at January 1, 2025 P=2,614 P=2,201 (P=1,831) P=5,000 (P=17,825) (P=9,841) 

Net income/ Total comprehensive income – – – ‒ 655 655 

Balances as at March 31, 2025 (Unaudited)  P=2,614 P=2,201 (P=1,831) P=5,000 (P=17,170) (P=9,186) 

       

See accompanying Notes to Consolidated Financial Statements. 



 

 

DIGITAL TELECOMMUNICATIONS PHILS., INC. AND SUBSIDIARIES 
(A Subsidiary of PLDT Inc.) 

CONSOLIDATED STATEMENTS OF CASH FLOWS 
 

 

 
  For the Three Months Ended March 31 

 2026 2025 

 (Unaudited) 

 (In millions) 

CASH FLOWS FROM OPERATING ACTIVITIES   

Income before income tax  P=664 P=791 

Adjustments for:   

Losses (gains) on:   

Fair value change on perpetual notes (Note 9) 143 (13) 

 Lease modification (Notes 8 and 17) 21 ‒ 

Adjustment of asset retirement obligation (Notes 15 and 17) (18) (2) 

Depreciation (Note 8) 74 90 

Accretion on:    

Lease liabilities (Notes 4, 8, 17 and 22) 8 12 

Asset retirement obligation (Notes 8, 15 and 17) 2 2 

Distribution income on perpetual notes (Note 9) (48) (48) 

 Others – (2) 

Operating income before changes in assets and liabilities 846 830 

 Changes in operating assets and liabilities:   

  Increase in:   

   Trade and other receivables (711) (612) 

   Other current assets (54) (39) 

  Increase (decrease) in:   

   Trade and other payables 1 (69) 

Net cash flows generated from operations 82 110 

Income taxes paid  (12) ‒ 

Net cash flows provided by operating activities 70 110 

CASH FLOWS FROM INVESTING ACTIVITIES   

Proceeds from Distribution of perpetual notes (Note 9) 48 48 

Increase in advances and other noncurrent assets – (3) 

Net cash flows provided by investing activities 48 45 

   

CASH FLOWS USED IN FINANCING ACTIVITIES    

Payments for:   

 Interest charged on lease liabilities (Notes 8, 17 and 22)  (8) (12) 

 Principal portion of lease liabilities (Note 8) (90) (93) 

Net cash flows used in financing activities (98) (105) 

NET INCREASE IN CASH AND CASH EQUIVALENTS 20 50 

CASH AND CASH EQUIVALENTS  

AT BEGINNING OF THE PERIOD 84 77 

CASH AND CASH EQUIVALENTS  

AT END OF THE PERIOD (Note 11) P=104 P=127 

   
See accompanying Notes to Consolidated Financial Statements. 
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DIGITAL TELECOMMUNICATIONS PHILS., INC. AND SUBSIDIARIES 
(A Subsidiary of PLDT Inc.) 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
 

 

 

1. Corporate Information 

Company Background 

Digital Telecommunications Phils., Inc. (“Digitel” or the “Parent Company”) was incorporated in the 

Philippines on August 31, 1987 and registered with the Philippine Securities and Exchange 

Commission (Philippine SEC) and was enfranchised to provide domestic and international 

telecommunications services nationwide. 

The Parent Company was granted a legislative franchise under Republic Act (RA) No. 7678 to install, 

operate and maintain telecommunications systems throughout the Philippines and for other purposes. 

The franchise expired on February 17, 2019 and was not renewed. 

The Parent Company’s registered office address is located at 8003-A Matalino Street, Diliman, 

Quezon City. The Parent Company’s ultimate parent is PLDT, Inc. with 99.6% of ownership. 

The consolidated financial statements include the accounts of the Parent Company and the following 

wholly-owned subsidiaries (collectively referred to as the “Group”): 

▪ Digitel Mobile Phils., Inc. (DMPI), which was incorporated in the Philippines and enfranchised 

under Republic Act (RA) No. 9180 to construct, install, establish, operate and maintain wire 

and/or wireless telecommunications systems throughout the Philippines. 

▪ Digitel Information Technology Services, Inc. (DITSI), which was incorporated in the 

Philippines to provide internet access and high-speed data transmission to corporate and 

individual customers.  DITSI, however, became dormant following the decision of the Board of 

Directors (BOD) on March 12, 2002 to integrate its operations into the Parent Company.  On 

March 5, 2012, the BOD approved the closure of DITSI through the shortening of its corporate 

life until June 30, 2013.  The final dissolution will take place after the approval of DITSI’s 

application with the Philippine SEC.  As at May 15, 2026, DITSI has yet to file with the 

Philippine SEC its application for dissolution. 

On December 11, 2002, R.A. No. 9180 was signed into law, and it granted DMPI a franchise to 

construct, install, establish, operate and maintain wired and/or wireless telecommunications systems 

throughout the Philippines. 

On August 28, 2003, the National Telecommunications Commission (NTC) approved the assignment 

and transfer to DMPI of the Provisional Authorities (PAs) granted to the Parent Company to 

construct, install, operate and maintain a nationwide Cellular Mobile Telephone System (CMTS) 

using Global System for Mobile (GSM) technology.  On June 4, 2008, NTC granted DMPI a 

Certificates of Public Convenience and Necessity (CPCN) to operate and maintain a nationwide 

CMTS, for a period coterminous with the life of DMPI’s existing franchise under RA No. 9180. 

On December 28, 2005, the NTC awarded a third generation (3G) frequency assignment to  

DMPI after finding it legally, financially and technically qualified to undertake 3G services.  On 

January 3, 2006, DMPI confirmed its 3G bandwidth allocation with the NTC.  
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Sun Prepaid Rebranding to Smart Prepaid 

On October 21, 2020, DMPI and Smart Communications, Inc. (Smart) entered into a Rebranding 

Agreement wherein the Sun Prepaid subscribers were rebranded as Smart Prepaid subscribers.  The 

brand consolidation under Smart aims to strengthen market position, achieve cost-efficiency and 

capitalize on Smart’s robust mobile data network to provide superior mobile data to all Sun 

subscribers. This agreement has been renewed for a period of three years from January 1, 2024, until 

December 31, 2026, thereby continuing the objectives set forth in the original agreement. 

Post-rebranding, the ownership of Sun Prepaid subscribers remains under DMPI.  Under the terms of 

the agreement, Smart settles a fixed fee representing DMPI’s proportionate share on the distributed 

subscriber revenues.  Other intercompany arrangements as a result of this arrangement are disclosed 

in Note 18 – Related Party Transactions.  

Status of Operations 

The Parent Company’s legislative franchise to install, operate and maintain telecommunications 

systems throughout the Philippines and for other purposes has expired on February 17, 2019 and was 

not renewed due to the full migration of its subscribers to PLDT in January 2018 by virtue of the 

terms of the sale of subscription assets executed with PLDT on July 1, 2013.  The Financial Lease 

Agreement (FLA) which was also executed to cover PLDT’s use of the Parent Company’s network 

was terminated in November 2018.  Management is currently assessing the business direction of the 

Parent Company moving forward.  Meanwhile, PLDT has committed to provide financial support to 

Parent Company to discharge its liabilities and as the need arises.  On the other hand, DMPI’s 

legislative franchise is still in effect up to April 1, 2028.  The Group will continue to operate its 

Wireless business under DMPI. 

The Group has incurred capital deficiency of P=6,573 million and P=7,100 million as at March 31, 2026 

and December 31, 2025, respectively (see Note 14– Equity).  The Group’s capital deficiency is the 

result of the following noncash and one-off events, which have no material adverse impact on the 

underlying business and prospects of the Group: 

a. Net loss amounting to P=64,833 million in 2011, as restated, due to the effect of one-time, 

nonrecurring charges amounting to P=59,947 million comprised of the following: (i) the 

impairment of network assets arising from the impact of fast-paced technology advances on 

current replacement costs; (ii) accelerated depreciation for certain specific network assets for 

decommissioning and for upgrade to newer technology; (iii) provisions; and (iv) losses arising 

from the modification of convertible and exchangeable bonds.   

b. Net loss amounting to P=1,945 million in 2015 due to the effect of the impairment of property and 

equipment amounting to P=5,789 million, which pertains to the net book value of network assets 

affected by the network convergence program between DMPI and Smart. 

The Group is working together with PLDT and Smart, to extend the network coverage and improve 

operating efficiencies that would translate into more relevant and cost-effective service offerings to 

the Group’s wireless subscribers. 

The Group reported net income amounting to P=527 million and P=655 million for the three months 

ended March 31, 2026 and 2025, respectively, arising primarily from the prepaid cellular operations 

of the wireless business.  Management continues to adopt the following measures to address the 

capital deficiency: (i) review of business portfolio to enhance earnings streams, (ii) application of 

cost-saving measures to reduce operating costs; and (iii) implementation of operating synergy with 

Smart.   
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Notwithstanding the Group’s capital deficiency as at December 31, 2025 and 2024, the Group’s 

current liabilities exceeded its current assets by P=8,442 million and P=9,098 million as at                  

March 31, 2026 and December 31, 2025, respectively.  The major existing liabilities as at                   

March 31, 2026 and December 31, 2025 are due to PLDT amounting to P=13,085 million and P=

13,082 million, respectively (see Note 18 – Related Party Transactions).  PLDT has committed to 

provide financial support to the Parent Company to discharge its liabilities as the need arises. 

The accompanying consolidated financial statements have been prepared on a going concern basis on 

the assumption that the assets can be realized, and liabilities can be settled in the normal course of 

business. 

Authorization to Issue Consolidated Financial Statements 

The accompanying consolidated financial statements as at March 31, 2026 and December 31, 2025, 

and for the three months ended March 31, 2026 and 2025 were approved and authorized for issuance 

by the BOD on May 14, 2026. 

Enactment of Republic Act No. 12234 (Konektadong Pinoy Act) 

The Konektadong Pinoy Act (KP Act) took effect on September 14, 2025. The Implementing Rules 

and Regulations (IRR) took effect on December 16, 2025. The KP Act introduces an open-access 

regime in the data transmission sector, including removal of the legislative franchise requirement for 

data transmission services, mandatory infrastructure sharing for services included in the regulators’ 

Access List, and a revised spectrum management framework providing for periodic review, potential 

recall, and reassignment of spectrum by the NTC and the Department of Information and 

Communications Technology (DICT).  

These regulatory changes may increase competitive intensity, requiring the PLDT Group to provide 

access to certain infrastructure and services on fair and non-discriminatory terms, and subject 

spectrum holdings to periodic review under the new Spectrum Management Policy Framework. The 

implementation of performance standards, pricing transparency requirements, and other regulatory 

measures may also affect operating flexibility and margins. 

This legislation marks a significant shift in the Philippine connectivity regulatory landscape aimed at 

accelerating digital connectivity and fostering a more competitive market environment. The Group 

continues to monitor further regulatory guidelines from the NTC and the DICT. Management does 

not expect any immediate material impairment of its existing assets, though it continues to evaluate 

the potential long-term impact of these regulatory developments on the competitive position and 

overall financial performance of the Group. 

 

 

2. Summary of Material Accounting Policies 

Statement of Compliance and Basis of Preparation 

The consolidated financial statements of the Group have been prepared in accordance with Philippine 

Financial Reporting Standards Accounting Standards, or PFRS Accounting Standards.  The Parent 

Company files its separate financial statements with the Philippine SEC and Bureau of Internal 

Revenue (BIR).  The consolidated financial statements of the Group have been prepared under the 

historical cost basis except for the financial instruments at fair value through profit or loss, or FVPL. 

The financial statements of the Group are presented in Philippine Peso (P=) and all values are rounded 

to the nearest million, except when otherwise indicated.  The functional and presentation currency of 

the Parent Company and its subsidiaries is the Philippine Peso (P=).   
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The consolidated financial statements provide comparative information in respect of the previous 

periods. 

Basis of Consolidation 

The consolidated financial statements include the financial statements of the Parent Company  

and its wholly-owned subsidiaries as at March 31, 2026 and December 31, 2025 and for the three 

months ended March 31, 2026 and 2025.  Subsidiaries are fully consolidated from the date of 

acquisition, being the date on which the Group obtained control, and continue to be consolidated until 

the date that such control ceases.  The Group controls an investee when the Group is exposed, or has 

rights, to variable returns from their involvement with the investee and when the Group has the ability 

to affect those returns through the Group’s power over the investee.  

 

New Standards, Interpretations and Amendments 

The accounting policies adopted are consistent with those of the previous financial year, except the 

Group has adopted the following new and amended standards starting January 1, 2026.  The Group 

has not early adopted any standard, interpretation or amendment that has been issued but is not yet 

effective. 

 

The adoption of these amendments did not have material impact on the Group’s financial position or 

performance. 

▪ Amendments to Illustrative Examples on PFRS 7, PFRS 18, PAS 1, PAS 8, PAS 26 and PAS 37, 
Disclosures about Uncertainties in the Financial Statements 

▪ Amendments to PFRS 9 and PFRS 7, Classification and Measurement of Financial Instruments 

▪ Amendments to PFRS 9 and PFRS 7, Contracts Referencing Nature-dependent Electricity 

▪ Annual Improvements to PFRS Accounting Standards—Volume 11 

o Amendments to PFRS 1, Hedge Accounting by a First-time Adopter 
o Amendments to PFRS 7, Gain or Loss on Derecognition 
o Amendments to PFRS 9, Lessee Derecognition of Lease Liabilities and Transaction Price 
o Amendments to PFRS 10, Determination of a ‘De Facto Agent’ 
o Amendments to PAS 7, Cost Method 

 

Summary of Material Accounting Policies  

The following is the summary of material accounting policies the Group applied in preparing the 

group’s consolidated financial statements.  These policies have been consistently applied to all the 

periods presented, unless otherwise stated. 

Foreign Currency Transactions and Translations 

The functional and presentation currency of the Group is the Philippine Peso.  The Philippine Peso is 

the currency of the primary economic environment in which the Group operates.  This is also the 

currency that mainly influences the revenue from and cost of rendering products and services.  Each 

entity in the Group determines its own functional currency and items included in the financial 

statements of each entity are measured using that functional currency. 

Transactions in foreign currencies are initially recorded by entities under the Group at the respective 

functional currency rates prevailing at the date of the transaction.  Monetary assets and liabilities 

denominated in foreign currencies are translated at the functional currency closing rate of exchange 

prevailing at the end of the reporting period.  All differences arising on settlement or translation of 

monetary items are recognized in the consolidated statement of comprehensive income except for 

foreign exchange differences that qualify as capitalizable borrowing costs for qualifying assets.   
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Foreign exchange gains or losses of the Parent Company and its Philippine-based subsidiaries are 

treated as taxable income or deductible expenses in the period such exchange gains or losses are 

realized. 

Investment Properties 

Investment properties are measured initially at cost, including direct transaction costs.  The carrying 

amount includes the cost of replacing part of an existing investment property at the time the cost is 

incurred, if the recognition are met, and excludes the costs of day-to-day servicing of an investment 

property.  Subsequent to initial recognition, investment properties are stated at cost less any 

impairment in value.  

 

Property and Equipment  

Property and equipment, is stated at cost less accumulated depreciation and any accumulated 

impairment losses.  The initial cost of property and equipment comprises of its purchase price, 

including import duties and non-refundable purchase taxes and any directly attributable costs of 

bringing the property and equipment to its working condition and location for its intended use.  Such 

cost includes the cost of replacing component parts of the property and equipment, if the recognition 

criteria are met.  When significant parts of property and equipment are required to be replaced at 

intervals, the Group recognizes such parts as individual assets with specific useful lives and 

depreciates them accordingly.  Likewise, when a major inspection is performed, the cost is 

recognized in the carrying amount of the property and equipment as a replacement if the recognition 

criteria are satisfied.   

Expenditures incurred after the property and equipment have been put into operation, such as repairs 

and maintenance, are normally recognized as expense in the year such costs are incurred.  In 

situations when it can be clearly demonstrated that the expenditures have resulted in an increase in the 

future economic benefits expected to be obtained from the use of an item of property and equipment 

beyond its originally assessed standard of performance, the expenditures are capitalized as additional 

cost of the property and equipment. 

Depreciation commences once the property and equipment are available for use and are calculated on 

a straight-line basis over the estimated useful lives of the assets.  

Leasehold improvements (included in “Buildings and improvements” account above) are amortized 

over three years or the corresponding lease term, whichever is shorter. 

The residual values estimated useful lives, and methods of depreciation are reviewed at least at each 

financial year-end to ensure that the periods and methods of depreciation are consistent with the 

expected pattern of transfer of economic benefits from the items of property and equipment and 

adjusted prospectively, if appropriate. 

Fully depreciated assets are retained in the accounts until these are no longer in use and no further 

depreciation is credited or charged to operations.  The residual values estimated useful lives, and 

methods of depreciation are reviewed at least at each financial year-end and adjusted prospectively, if 

appropriate. 

An item of property and equipment and any significant part initially recognized are derecognized 

upon disposal or when no future economic benefits are expected from its use or disposal.  Any gain or 

loss arising on derecognition of the property and equipment (calculated as the difference between the 

net disposal proceeds and the carrying amount of the asset) is included in the statement of 

comprehensive income when the asset is derecognized. 
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Property under construction is stated at cost less any accumulated impairment losses.  This includes 

cost of construction, capitalizable borrowing costs, and other direct costs associated to construction.  

Property under construction is not depreciated until such time that the relevant property and 

equipment are completed and available for their intended use. 

Property under construction is transferred to the related property and equipment when the 

construction or installation and related activities necessary to prepare the property and equipment for 

their intended use have been completed, and the property and equipment are ready for commercial 

service. 

 

Leases 

The Group assesses at contract inception whether the contract is or contains a lease that is, if the 

contract conveys the right to control the use of an identified asset for a period of time in exchange for 

a consideration. 

As a Lessee 

The Group applies a single recognition and measurement approach for all leases, except for  

short-term leases and leases of low-value assets.  The Group recognizes lease liabilities to make lease 

payments and ROU assets representing the right to use the underlying assets. 

ROU assets 

The Group recognizes ROU assets at the commencement date of the lease (i.e., the date the 

underlying asset is available for use).  ROU assets are measured at cost, less any accumulated 

depreciation and impairment losses, and adjusted for any remeasurement of lease liabilities.  The cost 

of ROU assets includes the amount of lease liabilities recognized, initial direct costs incurred, lease 

payments made at or before the commencement date less any lease incentives received.  Unless it is 

reasonably certain that the Group obtains ownership of the leased asset at the end of the lease term, 

the recognized ROU assets are depreciated on a straight-line basis over the shorter of its estimated 

useful life and the lease term.  ROU assets are subject to impairment.  Refer to the accounting policies 

in impairment of non-financial assets section. 

Lease liabilities 

At the commencement date of the lease, the Group recognizes lease liabilities measured at the present 

value of lease payments to be made over the lease term.  The lease payments include fixed payments 

(including in-substance fixed payments) less any lease incentives receivable, variable lease payments 

that depend on an index or a rate, and amounts expected to be paid under residual value guarantees.  

The lease payments also include the exercise price of a purchase option reasonably certain to be 

exercised and payments of penalties for terminating a lease, if the lease term reflects exercising the 

option to terminate.  The variable lease payments that do not depend on an index or a rate are 

recognized as expense in the period on which the event or condition that triggers the payment occurs. 

In calculating the present value of lease payments, the Group uses the incremental borrowing rate 

(IBR) at the lease commencement date if the interest rate implicit in the lease is not readily 

determinable.  After the commencement date, the amount of lease liabilities is increased to reflect the 

accretion of interest and reduced for the lease payments made.  In addition, the carrying amount of 

lease liabilities is remeasured if there is a modification, a change in the lease term, a change in the in-

substance fixed lease payments or a change in the assessment to purchase the underlying asset. 

Short-term leases and leases of low-value assets 

The Group applies the short-term lease recognition exemption to its short-term leases of machinery 

and equipment (i.e., those leases that have a lease term ending within 12 months or less from the 

commencement date and do not contain a purchase option).  The Group also applies the lease of low-
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value assets recognition exemption to leases that are considered of low value (i.e., below  

P=250 thousand over the contract period).  Lease payments on short-term leases and leases of low-

value assets are recognized as expense in the consolidated statement of comprehensive income on a 

straight-line basis over the lease term. 

As a lessor 

Leases in which the Group does not transfer substantially all the risks and rewards incidental to 

ownership of an asset are classified as operating leases.  Rental income is accounted for on a  

straight-line basis over the least term and is included in revenue in the statement of comprehensive 

income due to its operating nature.  Initial direct cost incurred in negotiating and arranging an 

operating lease are added to the carrying amount of the leased asset and recognized over the lease 

term on the bases as rental income. 

Asset Retirement Obligations 

The Group is legally required under various lease agreements to dismantle the installation in the 

leased sites and restore such sites to their original condition at the end of the lease contract term.  The 

Group recognizes the liability measured at the present value of the estimated costs of these 

obligations and capitalizes such costs as part of the balance of the related item of property and 

equipment.  The amount of asset retirement obligation is accreted, and such accretion is recognized as 

expense. The estimated future costs of dismantling are reviewed annually and adjusted as appropriate.  

Changes in the estimated future costs or in the discount rate applied are added to or deducted from the 

costs of the related item of property and equipment, provided that the amount deducted from the cost 

of the asset shall not exceed its carrying amount, otherwise the excess shall be recognized in the 

Group’s consolidated statement of comprehensive income. 

The present value of the estimated costs of these obligations for new lease agreements are capitalized 

as part of the balance of the related ROU assets.  Changes in the estimated future costs or in the 

discount rate applied are added to or deducted from the costs of the related ROU asset, provided that 

the amount deducted from the cost of the asset shall not exceed its carrying amount, otherwise the 

excess shall be recognized in the Group’s consolidated statement of comprehensive income  

Other Noncurrent Assets 

Other noncurrent assets comprise mostly of refundable security deposits, which represent deposits 

made on leases arising from normal business activities of the Group that are refundable at the end of 

the lease term. 

Impairment of Non-financial Assets 

The Group assesses at each reporting period whether there is an indication that an asset may be 

impaired.  If any such indication exists, or when the annual impairment testing for an asset is 

required, the Group makes an estimate of the assets’ recoverable amount.  An asset’s recoverable 

amount is the higher of an asset’s or cash generating unit’s (CGU) fair value less costs of disposal and 

its value in use.  The recoverable amount is determined for an individual asset, unless the asset does 

not generate cash inflows that are largely independent of those from other assets or groups of assets.  

When the carrying amount of an asset or CGU exceeds its recoverable amount, the asset is considered 

impaired and is written down to its recoverable amount.   

In assessing the 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.  In determining the fair value less costs of disposal, recent market 

transactions are taken into account.  If no such transactions can be identified, an appropriate valuation 

model is used.  Impairment losses are recognized in the consolidated statement of comprehensive 

income. 
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For assets excluding goodwill and other intangible asset with indefinite useful life, an assessment is 

made at each reporting period to determine whether there is an indication that previously recognized 

impairment losses no longer exist or have decreased.  If such indication exists, the Group makes an 

estimate of the asset’s recoverable amount.  A previously recognized impairment loss is reversed only 

if there has been a change in the assumptions used to determine the asset’s recoverable amount since 

the last impairment loss was recognized.  If this is the case, the carrying amount of the asset is 

increased to its recoverable amount.  The increased amount cannot exceed the carrying amount that 

would have been determined, net of depreciation, had no impairment loss been recognized for the 

asset in prior years.  Such reversal is recognized in the consolidated statement of comprehensive 

income.  After such reversal, the depreciation charges are adjusted in future years to allocate the 

asset’s revised carrying amount, less any residual value, on a systematic basis over its remaining 

economic useful life. 

The following assets have specific characteristics for impairment testing: 

Investment properties, property and equipment and ROU assets 

The Group assesses for impairment on the basis of impairment indicators such as evidence of internal 

obsolescence or physical damage and significant changes with an adverse effect on the Group in the 

extent to which, or manner in which, an item of investment properties and property and equipment is 

used or is expected to be used (see Note 3 – Management’s Use of Accounting Judgments, Estimates 

and Assumptions – Impairment of Non-financial Assets, Note 7 – Property and Equipment and  

Note 8 – Leases for further disclosures). 

Assets classified as Held-for-Sale and related Liabilities 

The Group classify assets as assets classified as held-for-sale if their carrying amounts will be 

recovered principally through a sale transaction rather than through continuing use. Assets classified 

as held-for-sale are measured at the lower of their carrying amount and fair value less costs to sell.  

Costs to sell are the incremental costs directly attributable to the disposal of an asset (disposal group), 

excluding finance costs and income tax expense. The criteria for held-for-sale classification is 

regarded as met only when the sale is highly probable, and the asset is available for immediate sale in 

its present condition. Actions required to complete the sale should indicate that it is unlikely that 

significant changes to the sale will be made or that the decision to sell will be withdrawn.  

Management must be committed to the plan to sell the asset and the sale expected to be completed 

within one year from the date of the classification. Property, plant and equipment and intangible 

assets are not depreciated or amortized once classified as held-or-sale. Assets and liabilities classified 

as held for sale and related liabilities are presented separately as current items in the consolidated 

statement of financial position. Additional disclosures are provided in Note 7 – Property and 

Equipment – Sale of Telecom Towers and Note 8 – Leases.  All other notes to the financial statements 

include amounts for continuing operations, unless indicated otherwise. 

 

Financial Instruments  

Financial Instruments – Initial recognition and subsequent measurement 

Classification of financial assets 

Financial assets are classified in their entirety based on the contractual cash flows characteristics of 

the financial assets and the Group business model for managing the financial assets. 

The Group classifies financial assets into the following measurement categories: 

▪ financial assets measured at amortized cost; 

▪ financial assets measured at FVPL; 
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▪ financial assets measured at fair value through other comprehensive income (FVOCI), where 

cumulative gains or losses previously recognized are reclassified to profit or loss; and 

▪ financial assets measured at FVOCI, where cumulative gains or losses previously recognized are 

not reclassified to profit or loss. 

Contractual cash flows characteristics 

In order for the Group to identify the measurement of its debt financial assets, a solely payments of 

principal and interest (SPPI) test needs to be initially performed in order to determine whether the 

contractual terms of the financial asset give rise on specified dates to cash flows that are solely 

payments of principal and interest on the principal amount outstanding.  Once a debt financial asset 

passed the SPPI test, business model assessment, which identifies the Group’s objective of holding 

the financial assets – hold to collect or hold to collect and sell, will be performed.  Otherwise, if the 

debt financial asset failed the test, such will be measured at FVPL. 

In making this assessment, the Group determines whether the contractual cash flows are consistent 

with a basic lending arrangement, i.e., interest includes consideration only for the time value of 

money, credit risk and other basic lending risks and costs associated with holding the financial asset 

for a particular period of time.  In addition, interest can include a profit margin that is consistent with 

a basic lending arrangement.  The assessment as to whether the cash flows meet the test is made in 

the currency in which the financial asset is denominated.  Any other contractual terms that introduce 

exposure to risks or volatility in the contractual cash flows that is unrelated to a basic lending 

arrangement, such as exposure to changes in equity prices or commodity prices, do not give rise to 

contractual cash flows that are solely payments of principal and interest on the principal amount 

outstanding. 

Business model 

The Group’s business model is determined at a level that reflects how groups of financial assets are 

managed together to achieve a particular business objective.  The Group’s business model does not 

depend on management’s intentions for an individual instrument. 

The Group’s business model refers to how it manages its financial assets in order to generate cash 

flows.  The Group’s business model determines whether cash flows will result from collecting 

contractual cash flows, collecting contractual cash flows and selling financial assets or neither.   

Financial assets at amortized cost 

A financial asset is measured at amortized cost if: (i) it is held within a business model whose 

objective is to hold financial assets in order to collect contractual cash flows; and (ii) the contractual 

terms of the financial asset give rise on specified dates to cash flows that are solely payments of 

principal and interest on the principal amount outstanding.  These financial assets are initially 

recognized at fair value plus directly attributable transaction costs and subsequently measured at 

amortized cost using the effective interest rate (EIR) method, less any impairment in value.   

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees 

and costs that are an integral part of the EIR.  The amortization is included in “Interest income” 

account in the Group’s consolidated statement of comprehensive income and is calculated by 

applying the EIR to the gross carrying amount of the financial asset, except for (i) purchased or 

originated credit-impaired financial assets and (ii) financial assets that have subsequently become 

credit-impaired, where, in both cases, the EIR is applied to the amortized cost of the financial asset.  

Losses arising from impairment are recognized in “Asset impairment” account in the Group’s 

consolidated statements of comprehensive income. 
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The Group’s financial assets at amortized cost include cash and cash equivalents, trade and other 

receivables and refundable security deposits as at March 31, 2026 and December 31, 2025 (see Note 

10 – Other Noncurrent Assets, Note 11 – Cash and Cash Equivalents, Note 12 – Trade and Other 

Receivables, Note 13 – Other Current Assets and Note 18 – Related Party Transactions).  

Financial assets at FVPL 

A financial asset at FVPL is measured at fair value.  Included in this classification are derivative 

financial assets, equity investments held for trading and debt instruments with contractual terms that 

do not represent solely payments of principal and interest.  Financial assets held at FVPL are initially 

recognized at fair value, with transaction costs recognized in the consolidated statement of 

comprehensive income as incurred.  Subsequently, they are measured at fair value and any gains or 

losses are recognized in the consolidated statement of comprehensive income. 

Additionally, even if the asset meets the amortized cost or the FVOCI criteria, the Group may choose 

at initial recognition to designate the financial asset at FVPL if doing so eliminates or significantly 

reduces a measurement or recognition inconsistency (an accounting mismatch) that would otherwise 

arise from measuring financial assets on a different basis. 

The Group’s investment in perpetual notes is classified under this category (see Note 9 – Investment 

in Perpetual Notes). 

The Group has no financial assets at FVOCI as at March 31, 2026 and December 31, 2025. 

Classification of financial liabilities  

Financial liabilities are measured at amortized cost, except for the following: 

▪ financial liabilities measured at FVPL; 

▪ financial liabilities that arise when a transfer of a financial asset does not qualify for 

derecognition or when the Group retains continuing involvement; 

▪ financial guarantee contracts; 

▪ commitments to provide a loan at a below-market interest rate; and 

▪ contingent consideration recognized by an acquirer in accordance with PFRS 3, Business 

Combination. 

A financial liability may be designated at FVPL if it eliminates or significantly reduces a 

measurement or recognition inconsistency (an accounting mismatch) or:  

▪ if a host contract contains one or more embedded derivatives; or 

▪ if a group of financial liabilities or financial assets and liabilities is managed and its performance 

evaluated on a fair value basis in accordance with a documented risk management or investment 

strategy. 

Where a financial liability is designated at FVPL, the movement in fair value attributable to changes 

in the Group’s credit quality is calculated by determining the changes in credit spreads above 

observable market interest rates and is presented separately in other comprehensive income. 

The Group has no financial liability at FVPL as at March 31, 2026 and December 31, 2025. 

Other Financial Liabilities  

Financial liabilities are classified in this category if they are not held for trading or not designated at 

FVPL upon the inception of the liability.  Other financial liabilities are initially recognized at fair 

value of the consideration received less directly attributable transaction costs.  After initial 
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recognition, other financial liabilities are subsequently measured at amortized cost using the EIR 

method.  Amortized cost is calculated by taking into account any related issue costs, discount or 

premium.  Gains and losses are recognized in profit or loss when the liabilities are derecognized, as 

well as through the amortization process. 

The Group’s other financial liabilities include trade and other payables (except for accrued taxes and 

licenses, unearned income and statutory payables), and lease liabilities as at March 31, 2026 and 

December 31, 2025 (see Note 8 – Leases, Note 16 – Trade and Other Payables and Note 18 – Related 

Party Transactions). 

Reclassifications of financial instruments  

The Group reclassifies financial assets when, and only when, there is a change in the business model 

for managing the financial assets.  Reclassifications shall be applied prospectively by the Group and 

any previously recognized gains, losses or interest shall not be restated.  The Group does not 

reclassify its financial liabilities.  

The Group does not reclassify its financial assets when: 

▪ A financial asset that was previously designated and as effective hedging instrument in a cash 

flow hedge or net investment hedge no longer qualifies as such; 

▪ A financial asset becomes a designated and effective hedging instrument in a cash flow hedge or 

net investment hedge; and 

▪ There is a change in measurement on credit exposures measured at FVPL. 

Offsetting of Financial Instruments  

Financial assets and financial liabilities are offset, and the net amount is reported in the consolidated 

statement 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 assets and settle 

the liabilities simultaneously.  The Group assesses that it has a currently enforceable right of offset if 

the right is not contingent on a future event and is legally enforceable in the normal course of 

business, event of default, and event of insolvency or bankruptcy of the Group and all of the 

counterparties. 

Impairment of Financial Assets  

The Group recognizes ECL for debt instruments that are measured at amortized cost and FVOCI.  No 

ECL is recognized on equity investments. 

ECLs are based on the difference between the contractual cash flows due in accordance with the 

contract and all the cash flows that the Group expects to receive, discounted at an approximation of 

the original effective interest rate.  The expected cash flows will include cash flows from the sale of 

collateral held or other credit enhancements that are integral to the contractual terms. 

ECLs are recognized in two stages.  For credit exposures for which there has not been a significant 

increase in credit risk since initial recognition, ECLs are provided for credit losses that result from 

default events that are possible within the next 12-months (a 12-month ECL).  For those credit 

exposures for which there has been a significant increase in credit risk since initial recognition, a loss 

allowance is required for credit losses expected over the remaining life of the exposure, irrespective 

of the timing of the default (a lifetime ECL). 

For cash and cash equivalents and refundable security deposits, the Group applies a general approach 

which measures ECL on either a 12-month or lifetime basis depending on whether a significant 

increase in credit risks has occurred once initial recognition on whether an asset is considered to be 
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credit-impaired, adjusted for the effects of collateral, forward-looking factors and time value of 

money. 

For trade and other receivables, the Group applies a simplified approach in calculating 

ECLs.  Therefore, the Group does not track changes in credit risk, but instead recognizes a loss 

allowance based on lifetime ECLs at each reporting date.  The Group has established a provision 

matrix that is based on its historical credit loss experience, adjusted for forward-looking factors 

specific to the debtors and the economic environment. 

The Group considers a financial asset in default when contractual payments are 30 to 120 days past 

due. However, in certain cases, the Group may also consider a financial asset to be in default when 

internal or external information indicates that the Group is unlikely to receive the outstanding 

contractual amounts in full before taking into account any credit enhancements held by the Group. A 

financial asset is written off when there is no reasonable expectation of recovering the contractual 

cash flows. 

Derecognition of Financial Assets and Liabilities 

Financial Assets  

A financial asset (or where applicable, as part of a financial asset or part of a group of similar 

financial assets) is primarily derecognized when: 

▪ the rights to receive cash flows from the asset has expired; or 

▪ the Group has transferred its rights to receive cash flows from the asset or has assumed an 

obligation to pay the received cash flows in full without material delay to a third party under a  

“pass-through” arrangement; and either: (i) the Group has transferred substantially all the risks 

and rewards of the asset; or (ii) the Group has neither transferred nor retained substantially all the 

risks and rewards of the asset, but has transferred control of the asset. 

When the Group has transferred its rights to receive cash flows from an asset or has entered into a 

“pass-through” arrangement and has neither transferred nor retained substantially all of the risks and 

rewards of the asset nor transferred control of the asset, a new asset is recognized to the extent of the 

Group’s continuing involvement in the asset.   

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 the consideration 

that the Group could be required to repay. 

When continuing involvement takes the form of a written and/or purchased option (including a  

cash-settled option or similar provision) on the transferred asset, the extent of the Group’s continuing 

involvement is the amount of the transferred asset that the Group may repurchase, except that in the 

case of a written put option (including a cash-settled option or similar provision) on an asset 

measured at fair value, the extent of the Group’s continuing involvement is limited to the lower of the 

fair value of the transferred asset and the option exercise price. 

Financial Liabilities  

A financial liability is derecognized when the obligation under the liability is discharged or cancelled 

or has expired.   

When 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 
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liability, and the difference in the carrying amount of a financial liability extinguished or transferred 

to another party and the consideration paid, including any non-cash assets transferred or liabilities 

assumed, is recognized in the consolidated statement of comprehensive income. 

The financial liability is also derecognized when equity instruments are issued to extinguish all or 

part of the financial liability.  The equity instruments issued are recognized at fair value if it can be 

reliably measured, otherwise, it is recognized at the fair value of the financial liability extinguished.  

Any difference between the fair value of the equity instruments issued and the carrying value of the 

financial liability extinguished is recognized in the consolidated statement of comprehensive income. 

Fair Value Measurement  

The fair values of financial instruments measured at amortized cost are disclosed in Note 20 – Fair 

Value Measurement. 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly 

transaction between market participants at the measurement date.  The fair value measurement is 

based on the presumption that the transaction to sell the asset or transfer the liability takes place 

either: (i) in the principal market for the asset or liability, or (ii) in the absence of a principal market, 

in the most advantageous market for the asset or liability. 

The principal or the most advantageous market must be accessible by the Group.  

The fair value of an asset or a liability is measured using the assumptions that market participants 

would use when pricing the asset or liability, assuming that market participants act in their economic 

best interest.  A fair value measurement of a non-financial asset takes into account a market 

participant’s ability to generate economic benefits by using the asset in its highest and best use or by 

selling it to another market participant that would use the asset in its highest and best use.  

The Group uses valuation techniques that are appropriate in the circumstances and for which 

sufficient data are available to measure fair value, maximizing the use of relevant observable inputs 

and minimizing the use of unobservable inputs.  

All assets and liabilities for which fair value is measured or disclosed in the consolidated financial 

statements are categorized within the fair value hierarchy, described as follows, based on the lowest 

level input that is significant to the fair value measurement as a whole:  

▪ Level 1 – Quoted (unadjusted) market prices in active markets for identical assets or liabilities;  

▪ Level 2 – Valuation techniques for which the lowest level input that is significant to the fair value 

measurement is directly or indirectly observable; and 

▪ Level 3 – Valuation techniques for which the lowest level input that is significant to the fair value 

measurement is unobservable.  

For assets and liabilities that are recognized in the consolidated financial statements on a recurring 

basis, the Group determines whether transfers have occurred between levels in the hierarchy by  

re-assessing categorization (based on the lowest level input that is significant to the fair value 

measurement as a whole) at the end of each reporting period.  

For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities on 

the basis of the nature, characteristics and risks of the asset or liability and the level of the fair value 

hierarchy as explained above (see Note 20 – Fair Value Measurement). 

The Group recognizes transfers into and transfers out of fair value hierarchy levels as at the date of 
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the event or change in circumstances that caused the transfer. 

Other Current Assets 

This account includes input value-added tax (VAT) recognized on ordinary purchases of the Group.  

It also includes prepayments of various expenditures such as taxes, fees and licenses, rent, insurance, 

advertisements and promotions, and other expenses related to normal business activities of the Group.  

Prepayments are initially recognized at cost and amortized over the expected period of utilization. 

Capital Stock  

Capital stock is measured at par value for all shares issued. 

Additional Paid-in Capital (APIC)  

When the Parent Company issues shares in excess of par, the excess is recognized as APIC.  

Incremental costs incurred directly attributable to the issuance of new shares are treated as reduction 

of APIC. 

 

Equity Reserve  

Intercompany balances that are in the nature of equity are accounted for as equity transactions.  

Adjustments in the carrying amount of these equity advances resulting from common contract 

transactions are recognized under “Equity reserve” account in the consolidated statements of financial 

position. 

Other Comprehensive Income  

Other comprehensive income (loss) comprises income and expense, including reclassification 

adjustments that are not recognized in profit or loss as required or permitted by other PFRS 

Accounting Standards. 

Deficit  

Deficit represents cumulative net income less cumulative dividends declared, if any. 

Earnings per Share (EPS) 

Basic earnings per share amounts are calculated by dividing net income for the period by the 

weighted average number of common shares issued and outstanding during the period and adjusted to 

give retroactive effect to any stock dividends declared during the period.   

For the purpose of computing diluted EPS, the net income for the period and the weighted average 

number of issued and outstanding common shares are adjusted for the effects of all potential dilutive 

common shares, if any. 

The Group has no material dilutive potential common shares outstanding for the years ended            

March 31, 2026 and December 31, 2025; therefore, basic EPS is equal to the diluted EPS. 

 

Revenue Recognition 

Revenue is recognized to depict the transfer of promised goods or services to customers in an amount 

that reflects the consideration which the Group expects to be entitled to in exchange for those goods 

or services.  PFRS 15, Revenue from Contracts with Customers, prescribes a five-step model to be 

followed in the recognition of revenue, wherein the Group takes into consideration the performance 

obligations which need to perform in the agreements the Group has entered into with the customers.  

Revenue is measured by allocating the transaction price, which includes variable considerations, to 

each performance obligation on a relative stand-alone selling price basis, taking into account 

contractually defined terms of payment and excluding VAT, or overseas communication tax, or OCT, 

where applicable.  Transaction prices are adjusted for the effects of a significant component if the 
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Group expects, at contract inception, that the period between the transfer of the promised goods or 

services to the customer and when the customer pays for that good or service will be more than one 

year.   

When allocating the total contract transaction price to the identified performance obligations, a 

portion of the total transaction price may relate to service performance obligations which were not 

satisfied or are partially satisfied as of the end of the reporting period. 

When determining the performance obligations, the Group assesses its revenue arrangements against 

specific criteria to determine if the Group is acting as principal or agent.  The Group considers both 

the legal form and the substance of its agreement, to determine each party’s respective roles in the 

agreement.  The Group is acting as a principal when the Group has control over the specified goods 

or services before transferring or rendering those to customers.  The Group is a principal and record 

revenue on a gross basis if it controls the promised goods or services before transferring them to the 

customer.  However, if the Group’s role is only to arrange for another entity to provide the goods or 

services, then the Group is an agent and will need to record revenue at the net amount that it retains 

for its agency services. 

The disclosures of material accounting judgments, estimates and assumptions relating to revenue 

from contracts with customers are provided in Note 3 – Management’s Use of Accounting Judgments, 

Estimates and Assumptions. 

Service revenues 

The Group’s service revenues will be derived from settlement of a share in subscriber revenues of 

Smart.  These are recognized monthly and are based on a fixed amount agreed upon by both parties.  

Such amount is presented as “Revenues from contracts with customers” in the consolidated 

statements of comprehensive income. 

▪ Contract Balances 

Trade receivables 

A receivable represents the Group’s right to an amount of consideration that is unconditional  

(i.e., only the passage of time is required before payment of the consideration is due). 

Other Income 

Rental Income 

Revenue is recognized on a straight-line-basis over the lease term. 

Interest Income 

Interest income is recognized as it accrues on a time proportion basis taking into account the principal 

amount outstanding and the EIR. 

 

Other Income  

Other income is recognized when there is an incidental economic benefit, outside the normal course 

of business that will flow to the Group and can be measured reliably.  This includes reversal of 

accruals, reimbursements from related parties, reversal of impairment on investment, gain on 

adjustment of asset retirement obligation, loss on lease modifications, foreign exchange gain and 

other miscellaneous income.   

Cost and Expense Recognition 

Costs and expenses are recognized in the period these are incurred. 
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VAT 

Revenues, expenses and assets are recognized net of the amount of VAT, if applicable.  

When VAT from sales of goods and/or services (output VAT) exceeds VAT passed on from 

purchases of goods or services (input VAT), the excess is recognized as payable in the consolidated 

statement of financial position.  When input VAT exceeds output VAT, the excess is recognized as an 

asset in the consolidated statement of financial position to the extent of the recoverable amount. 

The net amount of VAT recoverable from, or payable to, the taxation authority is included as part of 

“Other current assets” or “Trade and other payables” account in the consolidated statements of 

financial position, as applicable. 

Pension and Other Benefits 

Defined benefit pension plan   

The net defined benefit asset or liability is comprised of the present value of the defined benefit 

obligation (using a discount rate based on government bonds, net of the fair value of plan assets out 

of which the obligations are to be settled directly.  Plan assets are assets held by a long-term 

employee benefit fund or qualifying insurance policies and are not available to the Group’s creditors 

nor can they be paid directly to the Group.  Fair value is based on market price information and in the 

case of quoted securities, the published bid price.  The value of any defined benefit asset recognized 

is restricted to the present value of any economic benefits available in the form of refunds from the 

plan or reductions in the future contributions to the plan (see Note 18 −Employee Benefits). 

Income Taxes 

Current Income Tax 

Current income tax assets and liabilities for the current and prior years are measured at the amount 

expected to be recovered from or paid to the taxation authorities.  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 

period where the Group operates and generates taxable income. 

Deferred Income Tax 

Deferred income tax is provided using the balance sheet liability method on all temporary differences 

between the tax bases of assets and liabilities and their carrying amounts for financial reporting 

purposes at the end of the reporting period. 

Provisions 

Provisions are recognized when the Group has a present obligation, legal or constructive, as a result 

of a past event, and when it is probable that an outflow of resources embodying economic benefits 

will be required to settle the obligation, and a reliable estimate can be made of the amount of the 

obligation.  When the Group expects some or all of a provision to be reimbursed, the reimbursement 

is recognized as a separate asset, but only when the reimbursement is virtually certain.  The expense 

relating to any provision is presented in the consolidated statement of comprehensive income, net of 

any reimbursements.  If the effect of the time value of money is material, provisions are discounted 

using a current pre-tax rate that reflects, when appropriate, the risks specific to the liability.  When 

discounting is used, the increase in the provision due to the passage of time is recognized as interest 

expense.  

Contingencies 

Contingent liabilities are not recognized in the consolidated financial statements but are disclosed in 

the notes to consolidated financial statements unless the possibility of an outflow of resources 

embodying economic benefits is remote.  Contingent assets are not recognized in the consolidated 
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financial statements but are disclosed in the notes to the consolidated financial statements when an 

inflow of economic benefits is probable. 

Segment Information 

The Parent Company and its subsidiaries are organized into two business segments.  Such business 

segments are the bases upon which Digitel Group reports its primary segment information.  Financial 

information on business segments is presented in Note 4 – Operating Segment Information. 

Events after the end of the Reporting Period 

Post year-end events up to the date of approval of the BOD that provide additional information about 

the Group’s financial position as at the end of the reporting period (adjusting events) are reflected in 

the consolidated financial statements.  Post year-end events that are not adjusting events are disclosed 

in the notes to the consolidated financial statements if material. 

 

Standards Issued But Not Yet Effective 

Pronouncements issued but not yet effective are listed below. The Group intends to adopt the 

following pronouncements when they become effective.  Adoption of these pronouncements is not 

expected to have a significant impact on the Group’s consolidated financial statements. 

Effective beginning on or after January 1, 2027 

▪ PFRS 17, Insurance Contracts 

▪ PFRS 18, Presentation and Disclosure in Financial Statements 

The standard replaces PAS 1, Presentation of Financial Statements, introducing new 

requirements for presentation within the statement of profit or loss, including specified totals and 

subtotals.  Furthermore, entities are required to classify all income and expenses within the 

statement of profit or loss into one of five categories: operating, investing, financing, income 

taxes and discontinued operations, whereof the first three are new.   

The standard requires disclosure of newly defined management-defined performance measures, 

subtotals of income and expenses, and it also includes new requirements for aggregation and 

disaggregation of financial information based on the identified ‘roles’ of the primary financial 

statements and the notes. 

In addition, narrow-scope amendments have been made to PAS 7, Statement of Cash Flows, 

which include changing the starting point for determining cash flows from operations under the 

indirect method, from ‘profit or loss’ to ‘operating profit or loss’ and removing the optionality 

around classification of cash flows from dividends and interest.  In addition, there are 

consequential amendments to several other standards. 

 
The Group is currently working to identify all impacts the amendments will have on the primary 
financial statements and notes to the financial statements. 

 
▪ PFRS 19, Subsidiaries without Public Accountability 

▪ Amendments to PAS 21, Translation to a Hyperinflationary Presentation Currency 

 
Deferred effectivity 

▪ Amendments to PFRS 10, Consolidated Financial Statements, and PAS 28, Sale or Contribution 
of Assets between an Investor and its Associate or Joint Venture  
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3. Management’s Use of Accounting Judgments, Estimates and Assumptions 

The preparation of the accompanying consolidated financial statements in conformity with PFRS 

Accounting Standards requires the Group to make certain judgments, estimates and assumptions that 

affect the reported amounts of revenues, expenses, assets and liabilities and disclosure of contingent 

assets and contingent liabilities at the end of each reporting period.  The uncertainties inherent in 

these assumptions and estimates could result in outcomes that could require a material adjustment to 

the carrying amount of the assets or liabilities affected in the future years. 

Judgments and estimate 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. 

Judgments, key assumptions concerning the future, and other key sources of estimation uncertainty at 

the end of the reporting period, that have a significant risk of causing a material adjustment to the 

carrying amounts of assets and liabilities within the next reporting period are consistent with those 

applied in the most recent annual consolidated financial statements. 

 

Judgments 

In the process of applying the Group’s accounting policies, management has made the following 

judgments, apart from those involving estimations, which have the most significant effect on the 

amounts recognized in the consolidated financial statements: 

Determining the lease term of contracts with renewal and termination options – Company as a Lessee  

The Group determines the lease term as the non-cancellable term of the lease, together with any 

periods covered by an option to extend the lease if it is reasonably certain to be exercised, or any 

periods covered by an option to terminate the lease, if it is reasonably certain not to be exercised. 

The Group, as the lessee, has the option, under some of the lease agreements to lease the assets for 

additional terms.  The Group apply judgment in evaluating whether it is reasonably certain to exercise 

the option to renew. That is, the Group consider all relevant factors that create an economic incentive 

for us to exercise the renewal. After the commencement date, the Group reassess the lease term if 

there is a significant event or change in circumstances that is within its control and affects its ability 

to exercise or not to exercise the option to renew or to terminate (e.g., a change in business strategy). 

The Group entered into several lease contracts that include an initial non-cancellable lease period of 

17 years plus automatic extension options from year to year unless modified in writing by both the 

lessor and the Group.  However, management did not impute the renewal period in the assessment of 

the lease terms of these contracts since said renewal period is not yet reasonably estimable at the time 

of transition or commencement date of the lease due to the relatively long-time horizon until the 

expiration of the initial non-cancellable lease period. 

Assets classified as held-for-sale  

The criteria for held-for-sale classification is regarded as met only when the sale is highly probable, 

and the asset is available for immediate sale in its present condition.  Actions required to complete the 

sale should indicate that it is unlikely that significant changes to the sale will be made or that the 

decision to sell will be withdrawn.  DMPI entered into sale and purchase agreements with certain 

tower companies in connection with the sale of telecom towers and related passive telecom 

infrastructure.  The closing of the agreements will be on a staggered basis depending on the 

satisfaction of closing conditions based on the number of towers transferred and is expected to be 

completed within the year. With this agreement, management believes that certain conditions were 
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met that qualified the related assets to be reclassified as held-for-sale (see Note 7 – Property and 

Equipment and Note 8 – Leases). 

Determination of whether the Group is acting as a principal or an agent 

The Group assesses its revenue arrangements against specific criteria to determine whether it is acting 

as a principal or an agent.  The Group considers both the legal form and substance of the agreement 

between the Group and its business partners to determine each party’s respective roles in the 

agreement. 

In evaluating whether the Group acts as a principal in a transaction, the Group determines whether it 

controls the services before they are transferred to customers, and that it has the ability to direct the 

use of the service.  The following factors indicate that the Group has control over the service before 

they are transferred to customers.  Therefore, the Group determined that it is a principal in these 

contracts. 

▪ The Group has primary responsibility for fulfilling the promise to provide the specified service; 

▪ The Group has inventory risk before the service has been transferred to the customer; 

▪ The Group has discretion in establishing prices for the other party’s services and, therefore, the 

benefit that the Group can receive from those services is not limited.  It is incumbent upon the 

Group to establish the price of the services to be offered to its customers; and 

▪ The Group’s consideration in these contracts is the entire consideration billed to the customer. 

If the Group has determined that 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 Group has determined that it is acting as an agent, only the net amount retained is recognized as 

revenue.  

 

The Group is considered the principal in its arrangements with Smart. (see Note 17 –Income and 

Expenses). 

 

Financial Instruments 

Definition of default and credit-impaired financial assets 

The Group defines a financial instrument as in default, which is fully aligned with the definition of 

credit-impaired, when it meets one or more of the following criteria: 

▪ Quantitative criteria 

For trade receivables and all other financial assets subject to impairment, default occurs when the 

receivable becomes 90 days past due. . 

▪ Qualitative criteria 

The counterparty meets unlikeliness to pay criteria, which indicates the counterparty is in 

significant financial difficulty.  These are instances where: 

a. The counterparty is experiencing financial difficulty or is insolvent; 

b. The counterparty is in breach of financial covenant(s); 

c. An active market for that financial assets has disappeared because of financial difficulties; 

d. Concessions have been granted by the Group, for economic or contractual reasons relating to 

the counterparty’s financial difficulty; 
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e. It is becoming probable that the counterparty will enter bankruptcy or other financial 

reorganization; and 

f. Financial assets are purchased or originated at a deep discount that reflects the incurred credit 

losses. 

The criteria above have been applied to all financial instruments, except FVPL, held by the Group 

and are consistent with the definition of default used for internal credit risk management 

purposes.  The default definition has been applied consistently to the ECL models throughout the 

Group’s expected loss calculation. 

Significant increase in credit risk 

At each reporting date, the Group assesses whether there has been a significant increase in credit risk 

for financial assets since initial recognition by comparing the risk of default occurring over the 

expected life between the reporting date and the date of initial recognition.  The Group considers 

reasonable and supportable information that is relevant and available without undue cost or effort for 

this purpose.  This includes quantitative and qualitative information and forward-looking analysis. 

An exposure will migrate through the ECL stages as asset quality deteriorates.  If, in a subsequent 

period, asset quality improves and also reverses any previously assessed significant increase in credit 

risk since origination, then the loss allowance measurement reverts from lifetime ECL to 12-months 

ECL.   

Using management’s judgment and, where possible, relevant historical experience, the Group may 

determine that an exposure has undergone a significant increase in credit risk based on particular 

qualitative indicators that the Group considers are indicative of such and whose effect may not 

otherwise be fully reflected in its quantitative analysis on a timely basis.  

As a backstop, the Group considers that a significant increase in credit risk occurs no later than when 

an asset is more than 30 days past due.  Days past due are determined by counting the number of days 

since the earliest due date elapsed in respect of which full payment has not been received.  Due dates 

are determined without considering any grace period that might be available to the counterparty. 

Exposures that have not deteriorated significantly since origination, or where the deterioration 

remains within the Group’s investment grade criteria, or which are less than 30 days past due, are 

considered to have a low credit risk.  The provision for credit losses for these financial assets is based 

on a 12-month ECL. 

Perpetual Notes  

Based on the contractual terms and conditions, the investment in perpetual notes is classified as an 

equity instrument in accordance with PAS 32, Financial Instruments: Presentation, as the instrument 

has no fixed maturity date and the issuer has the unconditional right, at its sole discretion, to defer the 

payment of cumulative interest indefinitely. The instrument does not satisfy the solely payments of 

principal and interest (SPPI) criterion under PFRS 9, Financial Instruments. Accordingly, in the 

absence of an irrevocable election upon initial recognition to present subsequent changes in fair value 

in other comprehensive income, the investment is measured at fair value through profit or loss. 

Determining Taxable Profit, Tax Bases, Unused Tax Losses, Unused Tax Credits and Tax Rates 

The Group assessed whether it has any uncertain tax positions and applies significant judgment in 

identifying uncertainties over its income tax treatments.  The Group determined based on its 

assessment that it is probable that its income tax treatments (including those for the subsidiaries) will 

be accepted by the taxation authorities.  Accordingly, the interpretation did not have an impact on the 

consolidated financial statements of the Group. 
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Estimates and Assumptions 

The key estimates and assumptions concerning the future and other key sources of estimation 

uncertainties at the end of the reporting period that have a significant risk of causing a material 

adjustment to the carrying amounts of assets and liabilities recognized in the consolidated financial 

statements within the next financial year are discussed below.  The estimates and assumptions are 

based on the parameters available when the consolidated financial statements were prepared.  

Existing circumstances and assumptions about future developments, however, may change due to 

market changes or circumstances arising beyond the control of the Group.  Such changes are reflected 

in the assumptions when they occur. 

Leases – Estimating the IBR 

In calculating the present value of lease payments, the Group uses the IBR at the lease 

commencement date if the interest rate implicit in the lease is not readily determinable.  The IBR is 

the rate of interest that a lessee would have to pay to borrow over a similar term, similar security, the 

funds necessary to obtain an asset of a similar value to the ROU asset in a similar economic 

environment.  The Group estimates the IBR using observable inputs when available such as market 

interest rates based on the term of the Group’s lease agreements plus a spread adjustment based on 

the Group’s credit worthiness using benchmark rates from partner banks. 

Total lease obligations amounted to P=364 million and  P=344 million as at March 31, 2026 and 

December 31, 2025, respectively (see Note 8 – Leases). 

Impairment of non-financial assets 

PFRS Accounting Standards requires that an impairment review be performed when certain 

impairment indicators are present.  

Determining the recoverable amount of investment properties, property and equipment, ROU assets 

and other current and noncurrent non-financial assets requires the determination of future cash flows 

expected to be generated from the continued use and ultimate disposition of such assets.  This 

requires the Group to make estimates and assumptions that can materially affect its consolidated 

financial statements.  Future events could cause the Group to conclude that other noncurrent assets 

with an acquired business are impaired.  Any resulting impairment loss could have a material adverse 

impact on the Group’s financial condition and financial performance.  The preparation of estimated 

future cash flows involves significant estimations and assumptions of future market conditions.  

While the Group believes that its assumptions are appropriate and reasonable, significant changes in 

its assumptions may materially affect its assessment of recoverable values and may lead to future 

additional impairment charges under PFRS Accounting Standards. 

For property and equipment, the Group undertakes impairment reviews when internal and external 

impairment indicators such as evidence of obsolescence or physical damage exist. 

No impairment loss for property and equipment was recognized for each of the three months ended     

March 31, 2026 and 2025 (see Note 7 – Property and Equipment). 

No impairment on creditable withholding taxes was recognized for the three months ended            

March 31, 2026 and 2025 (see Note 13 – Other Current Assets, and Note 17 – Income and Expenses).  
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The balances of the Group’s non-financial assets, net of accumulated depreciation and accumulated 

provisions for impairment losses as at March 31, 2026 and December 31, 2025 are as follows: 
 

 2026 2025 

 (Unaudited) (Audited) 

 (In millions) 

ROU assets (Note 8) P=352 P=329 

Other current assets(1) (Note 13) 115 61 

Investment properties (Note 21) 55 55 

Advances to suppliers and contractors (Note 10) 9 9 
(1)Excludes refundable deposits    

 

Provision for asset retirement obligation 

Asset retirement obligation is recognized in the period in which it is incurred, if a reasonable estimate 

of fair value can be made.  This requires an estimation of the cost to restore/dismantle on a per square 

meter basis, depending on the location, and is based on the best estimate of the expenditure required 

to settle the obligation at the future restoration or dismantlement date, discounted using a pre-tax rate 

that reflects the current market assessment of the time value of money and, where appropriate, the 

risk specific to the liability.  Assumptions used to compute provision for asset retirement obligation 

are reviewed and updated at the end of each financial year. 

The Group updated its assumptions on the timing of settlement and estimated cash outflows arising 

from provision for asset retirement obligation on its leased premises.  As a result of the changes in 

estimates, the Group recorded a favorable adjustment in its provision for asset retirement obligation 

amounting to P=18 million and P=2 million for the three months ended March 31, 2026 and 2025, 

respectively, presented as “Gain on adjustment of asset retirement obligation” under “Other income – 

net”  account in the consolidated statements of comprehensive income  (see Note 15 – Asset 

Retirement Obligation and Note 17 – Income and Expenses). 

The carrying amount of the Group’s asset retirement obligation amounted to P=260 million and  

P=272 million as at March 31, 2026 and December 31, 2025, respectively (see Note 15 – Asset 

Retirement Obligation).   

Recognition of deferred income tax assets 

The Group reviews the carrying amounts of deferred income tax assets at the end of each reporting 

period and reduces the deferred income tax assets 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.  The Group’s assessment on the recognition of deferred income tax assets on deductible 

temporary differences is based on the level and timing of forecasted taxable income of the subsequent 

reporting periods.  This forecast is based on past results and future expectations on revenues and 

expenses. 

The Group recognized deferred income tax assets to the extent that it is probable that taxable profits 

will be available against which the deductible temporary differences can be utilized.  The Group’s 

deferred income tax assets that were recognized as at March 31, 2026 and December 31, 2025 

amounted to P=80 million and P=78 million, respectively (see Note 5 – Income Tax). 

The amount of deductible temporary differences, net operating loss carry over (NOLCO) and 

minimum corporate income tax (MCIT) for which no deferred income tax assets were recognized, 

amounted to P=2,249 million and P=2,121 million as at March 31, 2026 and December 31, 2025, 

respectively (see Note 5 – Income Tax). 
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Legal contingencies and tax assessments 

The Group is currently involved in various legal proceedings and tax assessments.  The estimate of 

the probable costs for the resolution of these claims and assessments have been developed in 

consultation with the counsels handling the defense in these matters and is based upon an analysis of 

potential results.  The Group currently does not believe these proceedings will have a material 

adverse effect on its consolidated financial statements.  It is possible, however, that future financial 

performance could be materially affected by changes in the estimates or in the effectiveness of the 

strategies relating to these proceedings and assessments (see Note 21 – Commitments and 

Contingencies). 

Based on management’s assessment, appropriate provisions were made; however, management has 

decided not to disclose further details of these provisions as they may prejudice the Group’s position 

in certain legal proceedings. 

Determination of fair values of financial assets and financial liabilities 

When the fair value of financial assets and financial liabilities disclosed in the consolidated statement 

of financial position cannot be derived from active markets, they are determined using valuation 

techniques including the discounted cash flows model.  The inputs to these models are taken from 

observable markets if possible, but if 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. 

Other than those whose carrying amounts are reasonable approximations of fair values, total fair 

values of noncurrent financial assets as at March 31, 2026 and December 31, 2025 amounted to              

P=1,694 million and P=1,837 million, respectively (see Note 20 – Fair Value Measurement). 

 

 

4. Operating Segment Information 

Operating segments are components of the Group that engage in business activities from which they 

may earn revenues and incur expenses (including revenues and expenses relating to transactions with 

other components within the Group).  The operating results of these operating segments are regularly 

reviewed by the chief operating decision maker, referred to by the Group as the Management 

Committee, to make decisions about how resources are to be allocated to each of the segments and to 

assess their performances, for which discrete financial information is available.  

For management’s purposes, the Group’s operating segments are organized and managed separately 

according to the nature of the products and services provided, with each segment representing a 

strategic business unit that offers different products and serves different markets.    

The Group’s reportable segments are as follows: 

▪ Wireless 

 

Wireless communication services are composed of distributed subscriber revenues and facility 

service fees. This consists of the Rebranding Agreement with Smart for fees representing DMPI’s 

proportionate share on the distributed subscriber revenues and reimbursement by Smart for certain 

network related charges. 
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▪ Fixed Line 

 

Fixed line segment is carried by the Parent Company. As at January 1, 2018, Digitel fully migrated 

its subscribers to PLDT network. 

Transfer prices between operating segments are on an arm’s length basis similar to transactions with 

third parties.  Segment revenues, segment expenses and segment results include transfers between 

operating segments.  These transfers are eliminated in full upon consolidation. 

The amounts of segment assets and liabilities, and segment profit or loss are based on the 

measurement principles that are similar to those used in measuring the assets, liabilities and profit or 

loss in the consolidated financial statements, which are in accordance with PFRS Accounting 

Standards. 

 

The assets and liabilities, segment revenues, net income, and other segment information of the 

Group’s reportable segments as at March 31, 2026 and December 31, 2025, and for the three months 

ended March 31, 2026 and 2025: 

 
 March 31, 2026 (Unaudited) 

   Inter-segment  

 Wireless Fixed Line Transactions Consolidated 

 (In millions) 

Revenues     

Revenues from contracts with external customers (Note 17) P=1,503 P=– P=– P=1,503 

Results     

Provision for income tax (Note 5) P=137 P=– P=– P=137 

Depreciation (Notes 7 and 8) 74 – – 74 

Accretion expense on lease liabilities (Notes 8 and 17) 8 – – 8 

Net income/segment profit   526 1 – 527 

     

Assets and Liabilities     

Operating assets 7,232 38,883 (38,830) 7,285 

Investment in perpetual notes (Note 9) 1,409 – – 1,409 

Investment properties (Note 21) − 55 – 55 

Total assets P=8,641 P=38,938 (P=38,830) P=8,749 

 

Operating liabilities P=2,137 P=13,202 (P=30) P=15,309 

 
 March 31, 2025 (Unaudited) 

   Inter-segment  

 Wireless Fixed Line Transactions Consolidated 

 (In millions) 

Revenues     

Revenues from contracts with external customers  P=1,538 P=– P=– P=1,538 

     

     

Results     

Provision for income tax (Note 5) P=136 P=– P=– P=136 

Depreciation (Notes 7 and 8) 90 – – 90 

Accretion expense on lease liabilities (Note 8) 12 – – 12 

Net income/segment profit  656 (1) – 655 

 

December 31, 2025 (Audited)     

Assets and Liabilities     
Operating assets 6,437 38,890 (38,836) 6,491 
Investment in perpetual notes (Note 9) 1,552 – – 1,552 
Investment properties (Note 20) − 55 – 55 

Total assets P=7,989 P=38,945 (P=38,836) P=8,098 

 

Operating liabilities P=2,013 P=13,209 (P=37) P=15,185 

 

The revenue of the Group consists mainly of sales to external customers.  No operating segments 

have been aggregated to form the above reportable segments. 
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The Group does not report its results based on geographical segments since most of the Group’s 

revenues are derived from operations within the Philippines.  Revenue from distributed subscriber 

revenues and facility service fees from Smart amounted to P=1,503 million and P=1,538 million for the 

three months ended March 31, 2026 and 2025, respectively, which accounted for more than 10% of 

the Group’s revenue (see Note 17 – Income and Expenses and Note 18 – Related Party Transactions). 

 

 

5. Income Tax 

Provision for income tax for the three months ended March 31, 2026 and 2025 consist of: 
 

 2026 2025 

 (Unaudited) 

   (In millions) 

Current P=137 P=134 

Deferred – 2 

 P=137 P=136 
 

Reconciliation between provision for income tax at the applicable statutory tax rate and effective 

income tax of the Group for the three months ended March 31, 2026 and 2025 are as follows: 

 

 2026 2025 

                       (Unaudited) 
                (In millions) 

Income before income tax (Note 4) P=664 P=791 

Provision at statutory income tax rate  166 198 

Adjustments from the tax effects of:   

 Changes in unrecognized deferred income tax assets – – 

Net movement in deferred income tax assets not 

recognized due to Optional Standard Deduction (OSD) 30 (4) 

 Difference between OSD and itemized deduction (59) (58) 

 Income subject to final tax* – – 

Provision for income tax (Note 4) P=137 P=136 
*For the three months ended March 31, 2026 and 2025, no amounts extended due to rounding off amounts in millions 

Components of the Group’s consolidated net deferred income tax liabilities as at March 31, 2026 and 

December 31, 2025 are as follows: 

 

 2026 2025 

 (Unaudited) (Audited) 

  (In millions) 

Deferred income tax liabilities – net:   

 Deferred income tax assets:   

  Lease liability P=76 P=73 

  Asset impairment 4 4 

  Interest on perpetual note – 1 

 80 78 

   

 Deferred income tax liabilities:   

  Pension and other employee benefits (4) (4) 

  ROU assets (89) (87) 

 (93) (91) 

 (P=13) (P=13) 
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The Group recognized deferred income tax assets to the extent that it is probable that taxable profit 

will be available against which the deductible temporary differences can be utilized.  The Group’s 

deferred income tax assets that were recognized as at March 31, 2026 and December 31, 2025 

amounted to P=80 million and P=78 million, respectively. 

 

DMPI opted to use the OSD method in computing its taxable income.  DMPI’s assessment is based 

on projected taxable profits which is at a level where it is favorable to use OSD method and DMPI is 

expected to avail of the OSD method in the foreseeable future.  Thus, deferred income tax assets and 

liabilities, that do not have future tax consequences, were not recognized. 

 

The following are the deductible temporary differences and OSD related expenses from DMPI as at 

March 31, 2026 and December 31, 2025, for which no deferred income tax assets were recognized in 

the consolidated statements of financial position.  
 

 2026 2025 

 (Unaudited) (Audited) 

  (In millions) 
Loss on fair valuation adjustment on perpetual notes P=1,791 P=1,648 

Asset retirement obligation (Note 15) 260 272 

Lease liability 203 195 

Asset impairment 150 150 

Allowance for refundable security deposits  144 144 

NOLCO 20 19 

Allowance for inventory obsolescence  2 2 

Accrued expenses 1 1 

MCIT 1 1 

Pension liability (84) (84) 

ROU assets (239) (231) 

Interest on perpetual notes – 2 

Unrealized foreign exchange loss – 2 

 P=2,249 P=2,121 

 

For the Parent Company, no DTAs were recognized as it is not probable that the future taxable 

income will be sufficient against which these can be utilized. For DMPI, these items will not be 

utilized/deductible for tax purposes under its OSD position. 

 

The breakdown of the group’s excess MCIT and NOLCO as at March 31, 2026 are as follows: 

 

Date Incurred Expiry Date MCIT NOLCO 

  (In millions) 

December 31, 2023 December 31, 2026 P=–* P=9 

December 31, 2024 December 31, 2027 1 2 

December 31, 2025 December 31, 2028 –* 8 

March 31, 2026 December 31, 2029 –* 1 

  P=1 P=20 

Consolidated tax benefits  1 5 

Consolidated unrecognized 

deferred income tax assets  (1) 

 

(5) 

Consolidated recognized 

deferred income tax assets  – 

 
– 

(1) Under R.A. 11494 

(*)   No amounts extended due to rounding off amounts 
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Changes in the consolidated net deferred income tax assets (liabilities) as at March 31, 2026 and 

December 31, 2025 are as follows: 

 

 2026 2025 

 (Unaudited) (Audited) 

 (In millions) 
Net deferred income tax assets – balances at beginning of 

the period P=– P=2 

Net deferred income tax liabilities – balances at 

beginning of the period (13) (17) 

Net balances at beginning of the period (13) (15) 

Benefit from (provision for) deferred income tax – 2 

Net balances at end of the period (13) (13) 

Net deferred income tax assets – balances at end of the 

period – – 

Net deferred income tax liabilities – balances at end of 

the period (P=13) (P=13) 

 

 

6. Earnings per Share 

Basic EPS amounts are calculated by dividing the consolidated net income for the period by the 

weighted average number of common shares issued and outstanding during the period. 

The Group’s consolidated net income and weighted average number of common shares used in the 

basic EPS computation for the three months ended March 31, 2026 and 2025 are as follows: 

 

 2026 2025 

                       (Unaudited) 

 (In millions, except earnings per share amounts) 

Consolidated net income (Notes 1 and 4) P=527 P=655 

Weighted average number of common shares (Note 14) 26,142 26,142 

Earnings per share  P=0.02 P=0.03 

The Group has no material dilutive potential common shares outstanding as at March 31, 2026 and 

December 31, 2025; therefore, basic EPS is equal to diluted EPS. 

 

 

7. Property and Equipment 

Changes in property and equipment account as at March 31, 2026 and December 31, 2025 are as 

follows: 
 

 2026 (Unaudited) 

 

Cable and 

Wire Facilities 

Cellular 

Facilities 

Buildings and 

Improvements 

Vehicles, 

Furniture and 

Work Equipment Total 

Cost      

As at January 1, 2026 P=6,234 P=6,824 P=194 P=1,681 P=14,933 

Disposals – (1) – – (1) 

As at March 31, 2026 6,234 6,823 194 1,681 14,932 
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 2026 (Unaudited) 

 

Cable and 

Wire Facilities 

Cellular 

Facilities 

Buildings and 

Improvements 

Vehicles, 

Furniture and 

Work Equipment Total 

Accumulated Depreciation  

and Impairment       

As at January 1, 2026 P=6,234 P=6,824 P=194 P=1,681 P=14,933 

Disposals – (1) – – (1) 

As at March 31, 2026  6,234 6,823 194 1,681 14,932 

Net Book Value at end of the period  P=– P=– P=– P=– P=– 

 

 2025 (Audited) 

 

Cable and 

Wire Facilities 

Cellular 

Facilities 

Buildings and 

Improvements 

Vehicles, 

Furniture and 

Work Equipment Total 

Cost      

As at January 1, 2025 P=6,252 P=7,470 P=194 P=1,686 P=15,602 

Disposals (18) (646) – (5) (669) 

As at December 31, 2025 6,234 6,824 194 1,681 14,933 

Accumulated Depreciation  

and Impairment       

As at January 1, 2025 P=6,252 P=7,470 P=194 P=1,686 P=15,602 

Disposals (18) (646) – (5) (669) 

As at December 31, 2025  6,234 6,824 194 1,681 14,933 

Net Book Value at end of the period  P=– P=– P=– P=– P=– 

 

Sale of Telecom Towers 

On various dates in 2023 and 2022, Smart and DMPI signed Sale and Purchase Agreements, or SPAs, 

with Edotco Towers, Inc, EdgePoint, Towers, Inc., Unity Digital Infrastructure and Frontier Tower 

Associates Philippines, Inc. (the TowerCos), in connection with the sale of 7,569 telecom towers and 

related passive telecommunication infrastructure for P=98,309 million.   

DMPI shall recognize the sale of its tower assets as an ordinary sale in its separate financial 

statements, following the guidelines of PFRS 15.  The closing of the agreements will be on a 

staggered basis depending on the satisfaction of closing conditions, according to the number of 

towers transferred. 

The following summarizes the completed sale of telecom towers as at March 31, 2026. 
 

 

Number of Telecom 

Towers Sold 

Cash 

Consideration 

 (In Million Pesos) 

For the year ended 2022 559 P=3,508 

For the year ended 2023 86 662 

For the year ended 2024 25 41 

For the year ended 2025 4 6 

 674 P=4,217 

Telecom equipment subject to this sale agreement subsequent to December 31, 2025 and 2024 were 

reclassified from "Property and equipment" to "Assets classified as held-for-sale under current assets 

in the consolidated statements of financial position with a net book value of nil as at 

December 31, 2025 and 2024.  The net book value of assets sold is nil in 2022 to 2025. The cash 

consideration received is equivalent to the gain recognized in the statements of comprehensive 

income for the three years ended December 31, 2025. 

Following the completion of the initial transaction with tower companies, DMPI plans to proceed 

with the sale of additional telecom towers and related passive infrastructure within the year with other 

tower companies. 
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Impairment of Property and Equipment 

No impairment loss for property and equipment was recognized for each of the three months ended  

March 31, 2026 and 2025. 

Total accumulated impairment loss on property and equipment amounted to P=9,978 million as at 

March 31, 2026 and December 31, 2025. 

Collaterals 

The Group has no property and equipment that were used as collateral for loans as at  

March 31, 2026 and December 31, 2025. 

Disposals and Retirement 

The Group disposed, retired or reclassified to assets held for sale fully depreciated assets with cost 

amounting to P=1 million and P=669 million for the three months ended March 31, 2026 and the year 

ended December 31, 2025, respectively. 

 

 

8. Leases 

Group as a lessee 

The Group has lease contracts for various items of sites, office space, domestic leased circuits used in 

its operations.  The Group considered in the lease term the non-cancellable period of the lease 

together with the periods covered by an option to extend and option to terminate the lease. 
 

ROU assets 

The estimated useful life of the Group’s ROU assets as at March 31, 2026 and December 31, 2025 are 

estimated as follows: 

 

Site 1 – 17 years 

Domestic leased circuits 7 years 

Office buildings 1 – 7 years 

Changes in the ROU assets as at March 31, 2026 and December 31, 2025 are as follows: 

 

 Site 

Domestic 

Leased 

Circuits 

Office  

Buildings Total 

 (In millions) 

Cost     

At January 1, 2026 P=1,346 P=36 P=131 P=1,513 

Additions  75 37 ‒ 112 

Capitalized asset retirement obligation 4 – ‒ 4 

Termination(1) (75) (36) ‒ (111) 

Disposal – – (8) (8) 

As at March 31, 2026 (Unaudited) 1,350 37 123 1,510 

 

Accumulated Depreciation     

At January 1, 2026 1,017 36 131 1,184 

Depreciation and amortization(2) 66 1 ‒ 67 

Lease modification 21 – ‒ 21 

Charges from asset retirement obligation 7 – ‒ 7 

Termination(1) (77) (36) ‒ (113) 

Disposal – – (8) (8) 

As at March 31, 2026 (Unaudited) 1,034 1 123 1,158 

Net book value at end of the period P=316 P=36 P=‒ P=352 
(1)Includes retirement of asset retirement obligation of Php3 million. 

(2)Total depreciation expense in the consolidated statements of comprehensive income includes depreciation of asset retirement obligation amounting to  

Php49 million. 
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 Site 

Domestic 

Leased 

Circuits 

Office  

Buildings Total 

 (In millions) 

Cost     

At January 1, 2025 P=1,374 P=36 P=131 P=1,541 

Additions  260 ‒ ‒ 260 

Capitalized asset retirement obligation 7 – ‒ 7 

Lease modification 1 ‒ ‒ 1 

Reclassification from (to) assets classified  

 as held-for-sale(2) (15) – ‒ (15) 

Termination(1) (281) ‒ ‒ (281) 

As at December 31, 2025 (Audited) 1,346 36 131 1,513 

Accumulated Depreciation     

At January 1, 2025 913 30 131 1,074 

Depreciation and amortization(3) 327 6 ‒ 333 

Lease modification 26 – ‒ 26 

Reclassification from (to) assets classified as held-for-

sale(2) 7 – ‒ 7 

Termination(1) (256) ‒ ‒ (256) 

As at December 31, 2025 (Audited) 1,017 36 131 1,184 

Net book value at end of the period P=329 P=– P=‒ P=329 
(1)Includes retirement of asset retirement obligation of Php3 million. 

(2)Netted by reclassifications to ROU assets when held-for-sale criteria were ceased to be met. 

(3)Total depreciation expense in the consolidated statements of comprehensive income includes depreciation of asset retirement obligation amounting to  

Php49 million. 

 

The following amounts are recognized in the consolidated statements of comprehensive income for 

the three months ended March 31, 2026 and 2025: 

 

 2026 2025 

   (Unaudited) 

 (In millions) 

Depreciation expense of ROU assets P=74 P=90 

Losses on lease modification (Note 17) 21 ‒ 

Expenses relating to short-term leases 9 14 

Accretion of lease liabilities  8 12 

Accretion of asset retirement obligation* 2 2 

Total amount recognized in the consolidated 

statements of comprehensive income P=114 P=118 
*Amount included under “Repairs and maintenance” in the consolidated statements of comprehensive income. 

 

Lease Liabilities 

The following table summarizes all changes to lease liabilities as at March 31, 2026 and               

December 31, 2025: 

 

 2026 2025 

 (Unaudited) (Audited) 

  (In millions) 

Lease liabilities at the beginning of the period P=344 P=461 

Additional lease liabilities recognized during the period 112 260 

Accretion expenses (Notes 4, 17 and 23) 8 40 

Termination (2) (25) 

Lease modifications ‒ 1 

Settlement of obligations and others  (98) (419) 

Reclassification to liabilities associated with 

the assets classified as held-for-sale ‒ 26 

Lease liabilities at the end of the period 364 344 

Less current portion of lease liabilities  248 249 

Noncurrent portion of lease liabilities  P=116 P=95 
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The maturity analysis of undiscounted lease payments is disclosed in Note 19 – Financial Risk 

Management Objectives and Policies. 

The Group has several lease contracts that include extension and termination options.  These options 

are negotiated to provide flexibility in managing the leased-asset portfolio and align with the Group’s 

business needs, see Note 3 – Management’s Use of Accounting Judgments, Estimates and  

Assumptions – Determining the lease term of contracts with renewal and termination options –  

Company as a Lessee. 

 

Assets and Liabilities Held-for-Sale 

In relation to the sale of telecom towers discussed in the Note 7 – Property and Equipment, the 

related ROU assets, lease liabilities, and asset retirement obligation of the remaining telecom towers 

subject to sale and purchase agreement within one year were reclassified to “Assets classified as held-

for-sale” and “Liabilities associated with assets classified as held-for-sale” under current assets, and 

current liabilities, respectively, in the consolidated statements of financial position as at                  

March 31, 2026 and December 31, 2025. 

 

Details of accounts assets classified as held-for-sale and its related liabilities as at March 31, 2026 and 

December 31, 2025: 

 

 2026 2025 

 (Unaudited) (Audited) 
 (In Millions) 

Assets classified as held-for-sale -    

 ROU assets P=244 P=247 

   

Liabilities associated with the assets classified as 

held-for-sale:   

 Lease liabilities P=144 P=143 

 

 

9. Investment in Perpetual Notes  

On September 19, 2019, Smart issued perpetual notes to DMPI amounting to P=4,700 million to 

partially finance Smart’s capital expenditure requirements for 2019.  The perpetual note is classified 

as FVPL and is subject to 5.97% interest.  Any subsequent fair value changes will be recognized in 

profit or loss.  Loss on fair value adjustment on its investment in perpetual notes amounting to                 

P=143 million for the three months ended March 31, 2026, and gain on fair value adjustment on its 

investment in perpetual notes amounting to P=13 million for the three months ended March 31, 2025 

and distribution income amounting to P=48 million for each of the three months ended March 31, 2026 

and 2025, is recorded under “Other income (expenses) - net” account in the consolidated statements 

of comprehensive income. 

On September 19, 2022, Smart made a partial redemption amounting to P=1,500 million at an optional 

redemption price of 101.2% of the principal amount of the Perpetual Notes redeemed, with a 

prepayment penalty of P=18 million. 

The carrying amount of investment in perpetual notes amounted to P=1,409 million and P=1,552 million 

as at March 31, 2026 and December 31, 2025, respectively (See Notes 18 – Related Party 

Transactions, Note 19 – Financial Risk Management Objectives and Policies and Note 20 – Fair 

Value Measurement). 
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10. Other Noncurrent Assets 

As at March 31, 2026 and December 31, 2025, this account consists of: 
 

 2026 2025 

 (Unaudited) (Audited) 

  (In millions) 

Refundable security deposits – net (Notes 19 and 20) P=333 P=333 

Pension asset  100 100 

Advances to suppliers and contractors 9 9 

 P=442 P=442 
 

Refundable Security Deposits – Net  

Refundable security deposits relate to the Group’s deposits on its leased buildings, cell site lots and 

commercial spaces.  These will be collected in full at the end of each respective lease term  

subject to adjustments by the lessor to cover any damages incurred on the properties. 

The components of refundable security deposits – net as at March 31, 2026 and December 31, 2025 

are as follows: 

 

 2026 2025 

 (Unaudited) (Audited) 

  (In millions) 

Refundable security deposits (Notes 19 and 20) P=450 P=450 

Less allowance 117 117 

Refundable security deposits – net P=333 P=333 

 

 

11. Cash and Cash Equivalents 

As at March 31, 2026 and December 31, 2025, this account consists of: 

 

 2026 2025 

 (Unaudited) (Audited) 

 (In millions) 

Cash on hand and in banks  P=104 P=84 

Temporary cash investments*   ‒ ‒ 

 P=104 P=84 
*No amounts extended due to rounding off of amounts in millions. 

Cash in banks earn interest at the prevailing bank deposit rates.  Temporary cash investments are 

made for varying periods of up to three months depending on the Group’s immediate cash 

requirements and earn interest at the prevailing temporary cash investment rates  

(see Note 19 – Financial Risk Management Objectives and Policies). 

Interest income earned from cash in banks and temporary cash investments amounted to                          

P=24 thousand for each of the three months ended March 31, 2026 and 2025, presented under “Interest 

income” account in the consolidated statements of comprehensive income. 
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12. Trade and Other Receivables 

As at March 31, 2026 and December 31, 2025, this account consists of: 

 

 2026 2025 

 (Unaudited) (Audited) 

 (In millions) 

Trade receivables (Note 19)   

Due from related parties (Note 18) P=6,014 P=5,313 

 Dealers, agents and others 6 7 

Total 6,020 5,320 

Less allowance for impairment losses:   

Trade receivables (Note 19)   

 Dealers, agents and others ‒ ‒ 

 ‒ ‒ 

 P=6,020 P=5,320 

Receivables from dealers, agents and others consist mainly of receivables from dealers and 

distributors, and credit card companies having collection arrangements with the Group, which are 

generally on terms of 30 days.  It also includes down payment, advances to suppliers and contractors, 

and receivables from officers and employees, which are generally settled over a 30 to 120-day credit 

term. 

The Group’s allowance for impairment losses on trade and other receivables amounted to nil as at 

March 31, 2026 and December 31, 2025. 

There are no receivables pledged as collateral for liabilities as at March 31, 2026 and                   

December 31, 2025. Moreover, there are no impairment loss recognized for the three months ended 

March 31, 2026 and 2025. 
 

 

13. Other Current Assets 

As at March 31, 2026 and December 31, 2025, this account consists of: 
 

 2026 2025 

 (Unaudited) (Audited) 
 (In millions) 

Prepayments for:   

Fees and licenses P=60 P=7 

Refundable security deposits – net  

(Notes 19 and 20) 8 8 

Rent 3 3 

Prepaid taxes 52 51 

 P=123 P=69 

Prepaid Fees and Licenses 

This account consists of unamortized prepayments for Spectrum Users’ Fee, Radio Station Licenses 

and NTC supervisory and regulatory fees which normally cover one-year period. 

Refundable Security Deposits 

The Group did not recognize any provision for impairment for each of the three months ended                    

March 31, 2026 and 2025. 
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The allowance for impairment losses on refundable security deposits amounted to P=27 million as at 

March 31, 2026 and December 31, 2025. 

 

Prepaid Rent 

This account represents two to three months of advance rental that can be applied against future 

billings. 

Prepaid Taxes  

This account consists of input VAT, creditable withholding taxes and excess corporate income tax 

paid. 

Input VAT comprises deferred input VAT arising from purchase of capital assets in excess of  

P=1 million in a calendar month, which are credited against output VAT due within 12 months. 

Input VAT is an indirect tax on the goods and services which the Group uses in its operations.  The 

Group recovers input VAT by offsetting it against available output VAT as at the reporting period.  

Management believes that the amount is fully realizable in the future.  

No impairment losses on creditable withholding taxes were recognized for the three months ended 

March 31, 2026 and 2025.  The Group will re-assess the recoverability of these tax credits in the next 

reporting period (see Note 3 – Management’s Use of Accounting Judgments, Estimates and 

Assumptions).  

 

The allowance for impairment losses of creditable withholding taxes amounted to P=165 million for 

each of the period ended March 31, 2026 and December 31, 2025. 

 

 

14. Equity 

Capital Stock 

The Parent Company’s capital stock as at March 31, 2026 and December 31, 2025 is as follows: 
 

 (In millions) 

Authorized shares 29,500 

Shares issued and outstanding    26,142 

Par value per share P=0.10 

 

On November 28, 2011, the BOD of the Parent Company approved the increase in authorized capital 

stock from 9 billion shares to 25 billion shares with par value of P=1 per share as a result of the 

Conversion Notice served by PLDT for the conversion of Digitel Bonds as well as the Exchange 

Notice for the partial conversion of Digitel Capital Philippines Ltd. (DCPL) Bonds. 

On December 8, 2011, PLDT exercised the conversion option for 4.0 billion Parent Company 

common shares with stated value of P=4.0 billion comprising 25% of the total amount of increase in 

Parent Company’s authorized capital stock, which was paid through the assignment by PLDT to the 

Parent Company of: (i) the 2013 Convertible Bonds issued by Parent Company, based on its 

redemption value of US$25.0 million (P=1.09 billion) as of the conversion date of December 8, 2011; 

and (ii) US$30 million (15.58%) of its 2014 Exchangeable Bonds issued by DCPL, with redemption 

value of US$66.0 million (P=2.91 billion) as of the exchange date of December 8, 2011.  As a result of 

this partial conversion and exchange by PLDT of bonds into 4 billion Parent Company common 

shares, PLDT’s equity interest in the Parent Company increased from 51.55% to 70.25% of the 

enlarged outstanding common stock of Parent Company as at December 31, 2012.  
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On January 12, 2012, the Philippine SEC approved the Parent Company’s application for increase in 

authorized capital stock and the Parent Company then issued 4,002 million shares as settlement for 

the conversion (including 2 million shares to be issued to third party bond holders) and partial 

exchange discussed above. 

On February 7, 2012, PLDT’s BOD authorized the exchange of 78.4% of DCPL Bonds due 2014 

issued with redemption value of US$340 million (P=14,641 million), for 14,641 million Parent 

Company common shares.  As a result of the open market purchase of    72.3 million common shares 

of the Parent Company and the additional partial exchange by PLDT of bonds into 14,641 million 

Parent Company common shares, PLDT further increased its equity interest to 99.54% of the 

outstanding common stock of the Parent Company as at December 31, 2012. 

In accordance with PSE Rules on Voluntary Delisting, on January 25, 2012, the Parent Company has 

filed for voluntary delisting of its shares with the PSE, as a result of the mandatory tender offer for 

the remaining Parent Company’s shares, which reduced the public ownership below the minimum 

10% required by the PSE.  On February 22, 2012, the BOD of the PSE, granted the Petition for 

Voluntary Delisting and accordingly ordered the delisting of the shares of the Parent Company from 

the Official Registry of the Exchange (electronic board and ticker) effective March 26, 2012.  Thus, 

the Parent Company’s shares shall no longer be tradable effective March 26, 2012.  

On April 12, 2012, the BOD approved the following:  

a. amendment of the Parent Company’s Articles of Incorporation to increase its authorize capital 

stock from 25.0 billion shares to 29.5 billion shares with par value of P=1 per share in preparation 

for the exchange of the remaining 2014 Zero Coupon Exchangeable Bonds issued by DCPL into 

the Parent Company common shares; 

b. exchange of the US$11.5 million Zero Coupon Exchangeable Bonds due 2014, issued by DCPL to 

PLDT, with redemption value of US$27.0 million (P=1.1 billion) into 1.1 billion common shares of 

the Parent Company, comprising 25.4% of the total amount of increase in Parent Company’s 

authorized capital stock. On May 8, 2012, PLDT’s BOD approved the proposal to serve notice of 

exchange of the remaining DCPL-issued bonds into Parent Company common shares.  The 

carrying value of the bonds was P=1.7 billion as of exchange date of May 15, 2012. 

c. implementation of an equity restructuring plan which involved the following: 

i) the decrease in authorized capital stock through a reduction in par value from P=1 per share to 

P=0.10 per share or from P=29.5 billion shares to P=2.95 billion divided into 29.5 billion shares; 

ii) the decrease in capital stock as a result of the above-described reduction in par value and the 

creation of additional paid-in capital (APIC); and 

iii) the application of a portion of the adjusted APIC, comprised of the created APIC and the 

outstanding APIC, against the deficit of P=34.5 billion as at April 30, 2012. 

On June 28, 2012, the Parent Company’s shareholders approved the increase in the number of 

authorized shares and the subsequent decrease in the authorized shares through reduction of par value 

of the Parent Company. On September 11, 2012, the Philippine SEC approved the above transactions. 

Also, on the same date, the BOD of both the Parent Company and DMPI approved the Conversion of 

Parent Company’s deposit for future stock subscriptions and a portion of Parent Company’s 

receivable from DMPI into additional DMPI shares of stock at a premium, and the implementation of 
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equity restructuring to wipe out DMPI’s deficit. On June 19, 2012, the Philippine SEC approved this 

transaction. 

Other Comprehensive Loss 

The Group’s other comprehensive loss pertaining to net cumulative actuarial losses from defined 

benefit plan amounted to nil as at March 31, 2026 and December 31, 2025. 

Deficit 

On December 5, 2023, the BOD of the Parent Company declared cash dividends amounting to 

P=2,259 million (P=0.0864 per share) to all common shareholders of record as at December 15, 2023. 

The cash dividends to the minority shareholders was paid on January 5, 2024, while the cash 

dividends to the majority shareholder, PLDT Inc., was fully paid on December 5, 2024.   

On December 15, 2022, the BOD of the Parent Company declared cash dividends amounting to  

P=3,137 million (P=0.12 per share) to all common shareholders of record as at December 31, 2022. The 

cash dividends to the minority shareholders was paid on January 13, 2023, while the cash dividends 

to the majority shareholder, PLDT Inc., was fully paid on December 13, 2023 

On November 7, 2019, the BOD of the Parent Company approved appropriation of retained earnings 

amounting to P=5,000 million intended for the partial settlement of its outstanding shareholders 

advances from PLDT. As of May 15, 2026, the Parent Company has not settled any advances. 

The Parent Company’s retained earnings available for dividend declaration as at December 31, 2025 

based on the guidelines set forth in the Memorandum Circular 16 issued by the Philippine SEC on 

September 19, 2023 is P=15,922 million. The Parent Company plans to declare cash dividends out of 

the remaining retained earnings as funds become available. 

The following table shows the reconciliation of the Parent Company’s retained earnings available for 

dividend declaration as at March 31, 2026 (amount presented in millions): 

 

Unappropriated Retained Earnings as at January 1, 

2026  P=15,921 

Add: Category A: Items that are directly credited to 

Unappropriated Retained Earnings  − 

Less: Category B: Items that are directly debited to 

Unappropriated Retained Earnings  − 

Unappropriated Retained Earnings, as adjusted  15,921 

 

Add: Net income for the current period  1 

 

Total Retained Earnings, end of the reporting period 

available for dividend  P=15,922 

Capital Management Risk 

The Group aims to achieve an optimal capital structure in pursuit of the business objectives which 

includes maintaining healthy capital ratios and strong credit ratings and maximizing shareholder 

value.  The Group manages its capital structure and makes adjustments to these ratios in light of 

changes in economic conditions and the risk characteristics of its activities.  In order to maintain or 

adjust the capital structure, the Group may adjust the amount of advances from the ultimate Parent 

Company through deposits for future stock subscription or issue capital securities.  No changes have 

been made in the objective, policies and processes as they have been applied in previous periods. 
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The Group will continue to adopt measures to address the capital deficiency which include: (i) review 

of business portfolio to enhance earnings streams; (ii) application of cost-saving measures to reduce 

operating costs; (iii) implementation of operating synergy with Smart; and (iv) impact of 

Konektadong Pinoy. 

 

 

15. Asset Retirement Obligation 

The rollforward analysis of the Group’s provision for asset retirement obligation for the period ended 

March 31, 2026 and December 31, 2025 are as follows: 

 

 2026 2025 

 (Unaudited) (Audited) 

         (In millions) 
Balance at beginning of the period P=272 P=270 

Capitalized to ROU assets 4 7 

Accretion expenses(1) 2 9 

Gain on adjustment of asset retirement obligation 

(Note 17) (18) (13) 

Settlement of obligation – (1) 

Balance at end of the period P=260 P=272 
(1)Presented as “Repairs and maintenance” in Statements of Comprehensive Income. 

 

 

16. Trade and Other Payables 

As at March 31, 2026 and December 31, 2025, this account consists of: 

 

 2026 2025 

 (Unaudited) (Audited) 

     (In millions) 

Due to related parties (Note 18) P=13,085 P=13,082 

Accrued expenses  629 654 

Trade payables  537 525 

Payables to connecting carriers – net (Note 20) 28 28 

Others 1 1 

 P=14,280 P=14,290 

 

Due to related parties 

Terms and conditions of transactions with related parties are disclosed in Note 18 – Related Party 

Transactions. 

Accrued Expenses 

Accrued expenses are non-interest bearing and are normally settled within a year.  These refer to 

operation-related expenses pending receipt of billings and statement of accounts from suppliers. 
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As at March 31, 2026 and December 31, 2025, this account consists of: 

 

 2026 2025 

 (Unaudited) (Audited) 

 (In millions) 

Maintenance and others P=410 P=431 

Rent  84 88 

Taxes and licenses 47 47 

Selling and promotions  32 32 

Insurance and security services 22 22 

Professional and other contracted services  21 21 

Salaries and other employee benefits 1 1 

Other operating costs 12 12 

 P=629 P=654 

Trade Payables  

This account mainly includes unpaid billings from various suppliers and contractors which are 

noninterest bearing and are normally settled within one year. 

Payables to Connecting Carriers – net 

This account pertains to interconnection charges due to other carriers and roaming partners for voice 

and/or data transmission of the Group’s subscribers to the subscribers of other carriers and roaming 

partners.  Payables to connecting carriers and roaming partners are presented net of the receivables 

from the same carrier and roaming partner due to the presence of currently enforceable right to offset 

the recognized amounts and the intention to settle on a net basis. 

 

 

17. Income and Expenses 

Disaggregation of Revenue 

The Group derived its revenue from contracts with customers from the transfer of goods and services 

over time and at a point in time.  Set out is the disaggregation of the Group’s revenue from contracts 

with customers for the three months ended March 31, 2026 and 2025:  

 

 2026 2025 

   (Unaudited) 

                       (In millions) 

Type of goods or services:   

 Service revenues:   

  Distributed subscriber revenues (Note 18) P=1,314 P=1,325 

Revenues from facility service fees (Note 18) 189 213 

Total revenues from contracts  

with customers 1,503 1,538 

Timing of revenue recognition:   

 Transferred over time 1,503 1,538 

Total revenues from contracts  

with customers P=1,503 P=1,538 

 

 

 

 



- 40 - 

 

 

 

Contract Balances 

Contract balances as at March 31, 2026 and December 31, 2025 consist of the following: 

 

 2026 2025 

 (Unaudited) (Audited) 

 (In millions) 

Trade receivables, including due from Smart  

(Notes 12 and 18) P=6,018 P=5,318 

 

The amount being charged by Smart is being offset against the amount demandable by the Group to 

Smart in relation to facility services.  The increase in trade receivables, including amounts due from 

Smart for unpaid facility service fees, was due to lower collection from related party receivables 

(See Note 18 – Related Party Transactions).  

 

Compensation and Employee Benefits 

This account consists of Salaries and other employee benefits amounting to P=312 thousand and            

P=424 thousand for the three months ended March 31, 2026 and 2025, respectively. 

Asset Impairment 

Asset impairment for the three months ended March 31, 2026 and 2025 amounted to nil. 

 

Other Income (Expense) – net   

Other income (expense) – net for the three months ended March 31, 2026 and 2025 consists of the 

following: 

 

 2026 2025 

    (Unaudited) 

                 (In millions) 

Gain on adjustment of asset retirement 

obligation (Note 15) P=18 P=2 

Reimbursements from related parties 

(Note 18) 7 14 

Loss on lease modifications (21) – 

Others (20) (21) 

 (P=16) (P=5) 

Reimbursements from related parties pertain to charges by the Group for network related 

expenditures such as rent, maintenance and depreciation (see Note 18 – Related Party Transactions). 

 

 

18.  Related Party Transactions 

Parties are considered to be related if one party has the ability, directly or indirectly to control the 

other party or exercise significant influence over the other party in making financial and operating 

decisions and the parties are subject to common control or common significant influence.  Related 

parties may be individuals or corporate entities. 

Terms and Conditions of Transactions with Related Parties 

The services provided to and by related parties are made at terms equivalent to those that prevail in 

arms’ length transactions.  Outstanding balances at year-end are unsecured, interest-free, settlement 

occurs in cash and receivables/payables are on demand.  There have been no guarantees provided or 

received for any related party receivables or payables.  For the three months ended March 31, 2026 
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and 2025, the Group has not recorded any impairment of receivables relating to amounts owed by the 

related parties.  This assessment is undertaken each financial year through a review of the financial 

position of the related party and the market in which the related party operates. 

 

The following table provides the outstanding balances as at March 31, 2026 and December 31, 2025: 
 

Category Classifications 2026 2025 

  (Unaudited) (Audited) 

  (In millions) 

Ultimate Parent Company   

PLDT Due to related parties P=13,085 P=13,082 

Subsidiaries of PLDT   

Smart Due from related parties 6,012 5,311 

 Investment in perpetual notes 1,409 1,552 

ePDS, Inc. (ePDS) Due from related parties 2 2 

 

The following table provides the summary of transactions that have been entered into with related 

parties for the three months ended March 31, 2026 and 2025 in relation with the table above: 

 
Category Classifications 2026 2025 

   (Unaudited) 

                    (In millions) 

Ultimate Parent Company    

PLDT Rent and other expenses P=13 P=12 

 Intercompany charges 5 11 

 Rental income 1 1 

Subsidiaries of PLDT    

Smart Distributed subscriber’s revenue P=1,314 P=1,325 

 Professional and other contracted services 434 437 

 Revenues from facility service fees 189 213 

 Royalty expense 84 85 

 Distribution income on perpetual notes 48 48 

 Repairs and maintenance 3 3 

 Intercompany charges 3 3 

Transactions with PLDT 

a) The Group has an outstanding payable to PLDT amounting to P=13,085 million and  

P=13,082 million as at March 31, 2026 and December 31, 2025, respectively, which were 

presented as “Trade and other payables account in the consolidated statements of financial 

position. A portion of this balance amounting to P=12,706 million as of March 31, 2026 and 

December 31, 2025 relates to the Enterprise Assets acquired by PLDT from JG Summit Holdings 

Inc. in 2011.  

b) The Group entered into agreements with PLDT whereby the latter will provide services such as 

rental, professional and communications among others.  Expenses under these services, which are 

presented in the consolidated statements of comprehensive income, amounted to P=13 million,                    

and P=12 million for the three months ended March 31, 2026 and 2025, respectively. 

 

Another agreement was entered into with PLDT allowing the ultimate parent company to co-

locate with the Group’s base station facilities.  Rental income recognized under this agreement 

amounting to P=1 million for each of the three months ended March 31, 2026 and 2025, included 

under “Rental income” account in the consolidated statements on comprehensive income. 



- 42 - 

 

 

 

Transactions with Smart 

a. The Group was reimbursed by Smart for certain network related charges which amounted to  

P=189 million and P=213 million for the three months ended March 31, 2026 and 2025, 

respectively, included under “Revenues from contracts with customers” account in the 

consolidated statements of comprehensive income. 

In October 2013, DMPI entered into a Management and Services Agreement (MSA) with Smart 

whereby Smart will provide various management support services relating to network facilities, 

marketing and sales distribution, retail, corporate and administrative support.  An amendment to 

this agreement was executed, effective from January 1, 2024, and may be reviewed depending on 

the applicability of the charging rates. In, 2024, with the renewed rebranding agreement, DMPI 

updated the charging rates taking into consideration the latest cost to deliver and traffic data for 

the network costs. 

Total expenses under this agreement amounted to P=434 million and P=437 million for the three 

months ended March 31, 2026 and 2025, respectively, which was presented as part of 

“Professional and other contracted services” account in the consolidated statements of 

comprehensive income. 

b. The Group entered into agreements with Smart whereby the latter will provide services such as 

rental, repairs and maintenance and professional services among others.  Expenses under these 

services which were presented in the statements of comprehensive income under “Repairs and 

maintenance” amounted to P=3 million for each of the three months ended March 31, 2026 and 

2025. On the other hand, the Group provides various services to Smart  recorded under “Other 

income (expenses) – net” account in the statements of comprehensive income amounted to                 

P=3 million for each of the three months ended March 31, 2026 and 2025. 

c. Terms and conditions of investment in perpetual notes issued by Smart are disclosed in Note 9 – 

Investment in Perpetual Notes.  

The distribution income amounting to P=48 million for each of the three months ended                

March 31, 2026 and 2025, are recorded as “Distribution income on perpetual notes” account in 

the consolidated statements of comprehensive income. 

d. In October 2020, DMPI entered into a rebranding agreement with Smart whereby Sun Prepaid 

subscribers were rebranded as Smart Prepaid subscribers. Under the terms of the agreement, 

Smart settles a fixed fee representing DMPI’s proportionate share on the distributed subscriber 

revenues.  The agreement has been renewed for another three years from January 1, 2024 to 

December 31, 2026. 

Total share in distributed subscribers’ revenues recognized for this agreement amounted to 

P=1,314 million and P=1,325 million for the three months ended March 31, 2026 and 2025, 

respectively, which was presented as part of “Revenues from contracts with customers” account 

in the consolidated statements of comprehensive income. 

Under the terms of the rebranding agreement, DMPI entered into a trademark license agreement 

with Smart to cover the use of Smart’s owned marks. By virtue of the agreement, DMPI 

recognizes royalty expense while Smart will recognize royalty income. Royalty expense is based 

on 8% of distributed service revenue per rebrand agreement. Similar to the amendment of the 

Management Service Agreement, the amended trademark license agreement has taken effect from 

January 1, 2024, and will be periodically reviewed to assess its applicability. 
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Total royalty expense recognized under this agreement amounted to P=84 million and P=85 million 

for the three months ended March 31, 2026 and 2025, respectively. 

 

Transactions with Other Related Parties 

a) Various related parties such as ePDS provide services to the Group.  The services include bill 

printing and enveloping services, ancillary services and other professional services.  

Compensation of Key Management Personnel 

The short-term employee benefits of the Group’s key management personnel (included under 

“Compensation and employee benefits” account in the consolidated statements of comprehensive 

income) is nil for each of the three months ended March 31, 2026 and 2025 since the Group’s 

management and administrative functions are being handled by PLDT and Smart. 

There are no agreements between the Group and any of its directors and key officers providing for 

benefits upon termination of employment. 

 

 

19. Financial Risk Management Objectives and Policies 

The Group’s principal financial instruments comprise cash and cash equivalents, trade and other 

receivables/payables, and investment in perpetual notes.  The main purpose of these financial 

instruments is to finance the Group’s operations and capital expenditures.  The Group has various 

other financial assets and financial liabilities such as trade and other receivables, trade and other 

payables (excluding statutory payables) and refundable security deposits which arise directly from its 

operations. 

Financial Risk Management Objectives and Policies 

The main risks arising from the use of financial instruments are credit risk and liquidity risk.  The 

Group’s policies for managing the aforementioned risks are summarized below. 

 

The BOD of the Group and the ultimate Parent Company, review and approve policies for managing 

each of these risks. 

There were no changes in the financial risk management objectives and policies of the Group as at 

March 31, 2026 and December 31, 2025. 

Credit Risk 

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and 

cause the other party to incur a financial loss. 

The Group trades only with recognized, creditworthy third parties.  It is the Group’s policy that all 

customers who wish to trade on credit terms are subject to credit verification procedures.  In addition, 

receivable balances are monitored on an ongoing basis to reduce the Group’s exposure to bad debts. 

 

The Group established a credit quality review process to provide regular identification of changes in 

the creditworthiness of counterparties.  Counterparty limits are established and reviewed periodically 

based on latest available financial data on the Group’s counterparties’ credit ratings, capitalization, 

asset quality and liquidity.  The Group’s credit quality review process allows the management to 

assess the potential loss as a result of the risks to which the Group is exposed and allow the 

management to take corrective actions. 
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The table below shows the analysis of the maximum exposure to credit risk for the components of the 

consolidated statements of financial position as at March 31, 2026 and December 31, 2025. 
 

 

2026 (Unaudited) 2025 (Audited) 

Gross 

Maximum 

Exposure 

Collateral and 

Other Credit 

Enhancements 

Net Maximum 

Exposure 

Gross 

Maximum 

Exposure 

Collateral and 

Other Credit 

Enhancements 

Net Maximum 

Exposure 

 (In millions) 

Cash and cash equivalents*  P=104 P=7 P=97 P=84 P=7 P=77 

Trade and other receivables:       

 Trade receivables:       

Due from related parties 6,014 – 6,014 5,313 – 5,313 

  Dealers, agents and others 6 – 6 7 – 7 

Refundable security deposits 485 – 485 485 – 485 

Investment in perpetual notes 1,409 ‒ 1,409 1,552 ‒ 1,552 

 P=8,018 P=7 P=8,011 P=7,441 P=7 P=7,434 

*Excluding cash on hand amounting P=.3 each as at March 31, 2026 and December 31, 2025. 

 

The maximum exposure is shown gross before both the effect of mitigation through use of master 

netting and collateral arrangements.  The extent to which collateral and other credit enhancements 

mitigate the maximum exposure to credit risk is described in the footnotes to the table. 

Collateral held as security for financial assets depends on the nature of the instrument.  Debt 

investment securities are generally unsecured.  Estimates of fair value are based on the value of 

collateral assessed at the time of borrowing and are regularly updated according to internal lending 

policies and regulatory guidelines.  Generally, collateral is not held over loans and advances to the 

Group except for reverse repurchase agreements.  Collateral usually is not held against investment 

securities, and no such collateral was held as at March 31, 2026 and December 31, 2025. 

The Group’s policies regarding obtaining collateral have not significantly changed during the 

reporting period and there has been no significant change in the overall quality of the collateral held 

by the Group during the year. 

The Group has not identified significant risk concentrations arising from the nature, type or location 

of collateral and other credit enhancements held against the Group’s credit exposures. 

 

For financial assets recognized on the consolidated statements of financial position, the Group’s gross 

exposure to credit risk equals their carrying amount as at March 31, 2026 and December 31, 2025. 

 

The table below provides information regarding the credit quality by class of the Group’s financial 

assets according to credit ratings of counterparties as at March 31, 2026 and December 31, 2025: 

 
 2026 (Unaudited) 

  Lifetime ECL  

 Stage 1 Stage 2 Stage 3 Total 

 (In millions) 

High grade P=104 P=6,007 P=− P=6,111 

Standard grade           333 11 – 344 

Substandard grade − 3 − 3 

Default 117 27 − 144 

Gross Carrying Amount 554 6,048 − 6,602 

Less allowance 117 27 − 144 

Carrying Amount P=437 P=6,021 P=− P=6,458 
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 2025 (Audited) 

  Lifetime ECL  

 Stage 1 Stage 2 Stage 3 Total 

 (In millions) 

High grade P=84 P=5,309 P=− P=5,393 

Standard grade           333 16 – 349 

Substandard grade − 3 − 3 

Default 117 27 − 144 

Gross Carrying Amount 534 5,355 − 5,889 

Less allowance 117 27 − 144 

Carrying Amount P=417 P=5,328 P=− P=5,745 

 

High Grade.  Pertains to counterparty who is not expected by the Group to default in settling its 

obligations, thus, credit risk exposure is minimal.  This counterparty normally includes banks, related 

parties and customers who pay on or before due date. 

Standard Grade.  Pertains to counterparty with tolerable delays in settling its obligations to the Group 

and new clients for which sufficient credit history has not been established. 

Substandard Grade.  This includes medium risk and average paying customer accounts with no 

overdue accounts as at report date, and new customer accounts for which sufficient credit history has 

not been established; and deposits or placements to counterparties not classified as High/Standard 

Grade; and non-listed shares of stock. 

 

Set out below is the information about the credit risk exposure on the Group’s trade and other 

receivables using a provision matrix as at March 31, 2026 and December 31, 2025:  

 

 

2026 (Unaudited) 

Total Current 

Days past due 

Impaired 1 to 60 Days 61 to 90 Days Over 90 Days 

 (In millions) 

March 31, 2026  

Financial Instruments at Amortized Cost:  

Expected credit loss rate (%) – – – – – – 

Trade and other receivables:       

Due from related parties P=6,014 P=6,014 P=– P=– P=– P=– 

 Dealers, agents and others  6 – – – 6 – 

Expected credit loss – – – – – – 

 P=6,020 P=6,014 P=– P=– P=6 P=– 

 

 

2025 (Audited) 

Total Current 

Days past due 

Impaired 1 to 60 Days 61 to 90 Days Over 90 Days 

 (In millions) 

December 31, 2025  

Financial Instruments at Amortized Cost:  

Expected credit loss rate (%) – – – – – – 

Trade and other receivables:       

Due from related parties P=5,313 P=5,313 P=– P=– P=– P=– 

 Dealers, agents and others  7 – – – 7 – 

Expected credit loss – – – – – – 

 P=5,320 P=5,313 P=– P=– P=7 P=– 

 

  



- 46 - 

 

 

 

Liquidity Risk 

The Group’s exposure to liquidity risk refers to the risk that its financial liabilities are not reviewed in 

a timely manner and that its working capital requirements and planned capital expenditures are not 

met. 

The Group seeks to manage its liquidity profile to be able to finance the Group’s operations and 

capital expenditures, and service its maturing debts and other financial obligations.  The Group 

maintains a level of cash and cash equivalents deemed sufficient to finance operations.   

As part of its liquidity risk management, the 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.  Fund-raising activities may include bank loans. PLDT has committed to 

provide financial support to the Parent Company to discharge its liabilities as the need arises. 

Any excess funds are primarily invested in short-term and principal-protected bank products that 

provide flexibility of withdrawing the funds anytime. 

The table below summarizes the maturity profile of the Group’s financial assets and liabilities based 

on undiscounted contractual obligations outstanding as at March 31, 2026 and December 31, 2025. 

 

 

2026 (Unaudited) 

Total 

Less than 

1 Year 1 to 3 Years 3 to 5 Years 

More than 

5 Years 

 (In millions) 

March 31, 2026  

Financial Instruments at Amortized Cost:      

Cash equivalents  P=– P=– P=– P=– P=– 

Trade and other receivables:      

Due from related parties 6,014 6,014 – – – 

Dealers, agents and others 6 6 – – – 

Refundable security deposits (1) 485 35 – 450 – 

Financial Instruments at FVPL –       

Investment in perpetual notes 1,409 – – ‒ 1,409 

 P=7,914 P=6,055 P=– P=450 P=1,409 

      

Accounts payable (2):      

Suppliers and contractors P=340 P=340 P=– P=– P=– 

Due to related parties 13,085 13,085 – – – 

Carriers 28 28 – – – 

Others 8 8 – – – 

Accrued expenses(3) 575 575 – – – 

Long-term lease obligations – operating lease 501 259 122 55 65 

 P=14,537 P=14,295 P=122 P=55 P=65 

 (1) Gross of allowance amounting to Php144 million as at March 31, 2026. 

(2) Excludes taxes payable and nonfinancial liabilities which amounted to P=188 million as at March 31, 2026 (see Note 16 – Trade and other payables). 

(3) Excludes taxes and other nonfinancial liabilities amounting to P=47 million as at March 31, 2026 (see Note 16 – Trade and other payables). 
 

 

 

2025 (Audited) 

Total 

Less than 

1 Year 1 to 3 Years 3 to 5 Years 

More than 

5 Years 

 (In millions) 

December 31, 2025  

Financial Instruments at Amortized Cost:      

Cash equivalents  P=– P=– P=– P=– P=– 

Trade and other receivables:      

Due from related parties 5,313 5,313 – – – 

Dealers, agents and others 7 7 – – – 

Refundable security deposits (1) 485 35 – 450 – 

Financial Instruments at FVPL –       

Investment in perpetual notes 1,552 – – ‒ 1,552 

 P=7,357 P=5,355 P=– P=450 P=1,552 
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2025 (Audited) 

Total 

Less than 

1 Year 1 to 3 Years 3 to 5 Years 

More than 

5 Years 

 (In millions) 

Accounts payable (2):      

Suppliers and contractors P=329 P=329 P=– P=– P=– 

Due to related parties 13,082 13,082 – – – 

Carriers 28 28 – – – 

Others 8 8 – – – 

Accrued expenses(3) 607 607 – – – 

Long-term lease obligations – operating lease 526 266 135 55 70 

 P=14,580 P=14,580 P=135 P=55 P=70 

 (1) Gross of allowance amounting to Php144 million as at December 31, 2025. 

(2) Excludes taxes payable and nonfinancial liabilities which amounted to P=189 million as at December 31, 2025 (see Note 16 – Trade and other payables). 

(3)  Excludes taxes and other nonfinancial liabilities amounting to P=47 million as at December 31, 2025 (see Note 16 – Trade and other payables). 
 

 

 

20. Fair Value Measurement 

Investment Properties 

In 2018, the Parent Company reclassified its land amounting to P=55 million from property and 

equipment to investment properties due to the completion of the migration of postpaid subscribers to 

PLDT network in the same year.  The land is currently held for undetermined future use and qualifies 

as investment properties. 

 

The fair value of investment properties based on the valuation prepared as at March 31, 2026 and 

December 31, 2025 amounted to P=149 million.  The fair value represents the amount at which the 

assets can be exchanged between a knowledgeable, willing seller and a knowledgeable, willing buyer 

in an arm’s length transaction at the date of valuation. 

The valuation for land was based on Market Data Approach using price per square meter. 

Market Data Approach is an appraisal method which involves the comparison of the land to those that 

are subject to recent sales and offerings.  The comparison is based on such factors as location, size, 

shape, utility, desirability and time element. 

The fair value of investment properties is categorized under Level 3 since the valuation is based on 

unobservable inputs. 

The Group has no restriction on the realizability of its investment properties, and no obligation to 

either purchase, construct or develop or for repairs, maintenance and enhancements. 

 

Financial Instruments 

The table below presents the comparison of the carrying amount and fair value of the Group’s 

financial assets and liabilities, other than those with carrying amounts that are reasonable 

approximation of fair value, as at March 31, 2026 and December 31, 2025: 

 

 

2026 (Unaudited) 2025 (Audited) 

Carrying 

Amount 

 

Fair Value 

Carrying 

Amount Fair Value 

 (In millions) 

Financial Assets     

Financial assets at FVPL –     

 Investment in perpetual notes P=1,409 P=1,409 P=1,552 P=1,552 

Financial Instruments at Amortized Cost –     

 Refundable security deposits 341 285 341 285 

Total Financial Asset – Net  P=1,750 P=1,694 P=1,893 P=1,837 
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The following methods and assumptions were used to estimate the fair value of each class of financial 

instrument for which it is practicable to estimate such value: 

Cash and Cash Equivalents, Short Term Investments, Trade and Other Receivables, and Trade and 

Other Payables. 

Carrying amounts approximate their fair values due to the relatively short-term maturity of these 

financial instruments.   

 

Long-term Financial Assets and Liabilities 

 

Type Fair Value Assumptions 

Fair Value 

Hierarchy 

Refundable security 

deposits 

Estimated fair value is based on the discounted 

values of future cash flows using the applicable 

zero-coupon rates plus counterparties’ credit 

spread. 

Level 3 

Investment in perpetual 

notes 

Estimated fair value is based on the discounted 

values of future cash flows using the applicable 

zero-coupon rates plus counterparties’ credit 

spread. 

Level 3 

The following table sets forth the consolidated offsetting of financial assets and liabilities recognized 

as at March 31, 2026 and December 31, 2025. 

 
 2026 (Unaudited) 

 

Gross Amounts 

of Recognized 

Financial Assets 

and Liabilities 

Gross Amounts 

of Recognized Financial 

Assets and Liabilities  

Set-off in the 

Consolidated Statement of 

Financial Position 

Net Amount 

Presented in the 

Consolidated 

Statement of  

Financial 

Position 

 (In millions) 

Current Financial Liabilities    

Payables to connecting carriers 

(Note 16) P=186 P=158 P=28 

 
 2025 (Audited) 

 

Gross Amounts 

of Recognized 

Financial Assets 

and Liabilities 

Gross Amounts 

of Recognized Financial 

Assets and Liabilities  

Set-off in the 

Consolidated Statement of 

Financial Position 

Net Amount 

Presented in the 

Consolidated 

Statement of  

Financial 

Position 

 (In millions) 

Current Financial Liabilities    

Payables to connecting carriers 

(Note 16) P=186 P=158 P=28 

There were no financial instruments subject to an enforceable master netting arrangement that were 

not set-off in the consolidated statements of financial position as at March 31, 2026 and               

December 31, 2025. 
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21. Commitments and Contingencies 

Lease Commitments 

Lease Commitments - Group as a Lessee 

The Group leases certain premises for some of its telecommunication facilities and equipment and for 

most of its business centers and cell sites.  The 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.  Certain 

leases include a clause to enable upward revision of the annual rental charge ranging from 2% to 

20%. 

The Group’s rentals incurred on these leases amounted to P=9 million and P=14 million for the three 

months ended March 31, 2026 and 2025, respectively, which were presented as “Rent” account in the 

consolidated statements of comprehensive income (see Note 3 – Management’s Use of Accounting 

Judgments, Estimates and Assumptions – Operating Leases, Note 8 – Leases and Note 18 – Related 

Party Transactions). 

The future minimum lease commitments payable with non-cancellable operating leases as at                

March 31, 2026 and December 31, 2025 are as follows: 

 

 2026 2025 

 (Unaudited) (Audited) 

   (In millions) 

Within one year P=259 P=266 

More than one year but less than five years 177 191 

More than five years 65 69 

 P=501 P=526 

Smart and DMPI 

In December 2017, Smart prepaid the reimbursable network charges amounting to P=1,645 million 

exclusive of VAT to partially cover the Group’s lease commitment and depreciation of network 

related assets in 2018 (see Note 16 – Trade and Other Payables and Note 18 –Related Party 

Transactions). 

On October 21, 2020, DMPI and Smart entered into a Rebranding Agreement wherein the Sun 

Prepaid subscribers were rebranded as Smart Prepaid subscribers.  Under the terms of the agreement, 

Smart will settle a fixed fee representing DMPI’s proportionate share on the distributed subscriber 

revenues.  The agreement was renewed for another three years from January 1, 2024 to December 31, 

2026.  Other intercompany agreements as a result of this arrangement are disclosed in  

Note 19 – Related Party Transactions. 

Contingencies 

Except as disclosed in the following paragraphs, the Group is not a party to, and no property of the 

Group is subject to, any other pending material legal proceedings. 

Local Tower Fee Assessments 

Local tower fee ordinance is being imposed by Local Governments upon all telecommunication 

companies with sites located in their area. 

 

DMPI vs. City of Trece Martires   

In 2010, DMPI petitioned to declare void the City of Trece Martires ordinance of imposing tower fee 

of P=150 thousand for each cell site annually.  Application for the issuance of a preliminary injunction 

by DMPI is pending resolution as of date.   
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Franchise Tax Assessment and Real Property Tax Assessment 

As at May 15, 2026, the Parent Company is currently in discussions with various local government 

units for the settlement of its franchise tax and real property tax liabilities within their respective 

jurisdiction pursuant to the above decision of the Supreme Court.   

Others 

The Group has other contingent liabilities arising in the ordinary conduct of business which are either 

pending decision by the courts, under arbitration or being contested, the outcome of which are not 

presently determinable. 

The information normally required by PAS 37, Provisions, Contingent Liabilities, and Contingent 

Assets is not disclosed in accordance with the provisions of this standard, on the ground that it may 

prejudice the outcome of these ongoing lawsuits, claims, arbitration and assessments. 
 

 

22. Notes to Statement of Cash Flows 

Changes in Liabilities Arising from Financing Activities 

Details of the movements in cash flows from financing activities as at March 31, 2026 and                 

December 31, 2025 are as follows: 
 
    Non-cash changes 

 

January 1, 

2026 Cash flows 

Addition to 

ROU assets Interest Others 

March 31, 

2026 

Lease liabilities (Notes 2 and 8) P=344 (P=98) P=112 P=8 (P=2) P=364 

       

 
    Non-cash changes 

 

January 1, 

2025 

(Audited) Cash flows 

Addition to 

ROU assets 

Interest Others 

December 31, 

2025 (Audited) 

Lease liabilities (Notes 2 and 8) P=461 (P=419) P=260 P=40 P=2 P=344 
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