IMPORTANT NOTICE
THIS PRELIMINARY PROSPECTUS (“PRELIMINARY PROSPECTUS”) IS BEING DISPLAYED
ON THIS WEBSITE TO MAKE THE PRELIMINARY PROSPECTUS ACCESSIBLE TO
INVESTORS IN THE PHILIPPINES AND IS TO BE VIEWED EXCLUSIVELY WITHIN THE
PHILIPPINES.
THE PHILIPPINE STOCK EXCHANGE, INC. (THE “PSE”) ASSUMES NO RESPONSIBILITY FOR
THE CORRECTNESS OF STATEMENTS MADE, OR THE OPINIONS OR REPORTS EXPRESSED
IN THIS PRELIMINARY PROSPECTUS. THE PSE MAKES NO REPRESENTATION AS TO THE
COMPLETENESS OF THE PRELIMINARY PROSPECTUS AND DISCLAIMS ANY LIABILITY
WHATSOEVER FOR ANY LOSS ARISING FROM OR IN RELIANCE, IN FULL OR IN PART, OF
THE CONTENTS OF THE PRELIMINARY PROSPECTUS.
A REGISTRATION STATEMENT RELATING TO THESE SECURITIES HAS BEEN FILED WITH
THE PHILIPPINE SECURITIES AND EXCHANGE COMMISSION BUT HAS NOT YET BEEN
DECLARED EFFECTIVE. THESE SECURITIES MAY NOT BE SOLD NOR OFFERS TO BUY
THEM BE ACCEPTED PRIOR TO THE TIME THE REGISTRATION STATEMENT IS
RENDERED EFFECTIVE. THIS COMMUNICATION SHALL NOT CONSTITUTE AN OFFER TO
SELL OR BE CONSIDERED A SOLICITATION TO BUY.

The offering information on this website is intended to be available only to Philippine and non- Philippine citizens
residing in the Philippines or corporations or judicial entities organized and existing under Philippine law, and is
not intended for distribution outside the Philippines and is not intended for distribution in the United States (as
such term is defined in Regulation S under the U.S. Securities Act of 1933, as amended (the “U.S. Securities
Act”)). The information contained in this website may not be published or distributed, directly or indirectly, in
the United States and this information does not constitute an offer of shares for sale in the United States. The
shares described in this website or the documents or information available on this website have not been, and will
not be, registered under U.S. Securities Act or with any securities regulatory authority of any state or other
jurisdiction in the United States and may not be offered or sold, directly or indirectly, into the United States unless
the shares are so registered or an exemption from the U.S. registration requirements is available. There will be no
public offer of the shares mentioned herein in the United States.
If you have gained access to this transmission contrary to the foregoing restrictions, you will be unable to purchase
any of the securities described therein.
You are responsible for protecting against viruses and other destructive items. Your receipt of this electronic
transmission is at your own risk and it is your responsibility to take precautions to ensure that it is free from viruses
and other items of a destructive nature.

This Preliminary Prospectus and the information contained herein are subject to completion or amendment without notice. The Offer Shares may not be sold nor may an offer to buy be accepted prior to the time
that the Preliminary Prospectus is issued in final form. Under no circumstances shall this Preliminary Prospectus constitute an offer to sell or the solicitation of an offer to buy any Offer Shares nor shall there be any
offer, solicitation or sale of the Offer Shares in any jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or qualification under the securities laws of such jurisdiction.
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This Preliminary Prospectus (the “Prospectus”) relates to the offer and sale to the public of up to 1,505,273,510
common shares (the “Firm Shares”) with an Overallotment Option (as defined below) of up to 225,791,026
common shares (the “Option Shares” and together with the Firm Shares, the “Offer Shares”), each with a par
value of ₱0.25 per share (the “Common Shares”), of Converge Information and Communications Technology
Solutions, Inc. (“we”, “us”, “our”, “Converge”, the “Company” or the “Issuer”), a corporation organized and
existing under Philippine law. The Firm Shares will comprise up to 480,839,941 unissued Common Shares to be
offered and issued by the Company by way of primary offer (the “Primary Offer” and such Common Shares, the
“Primary Shares”) and up to 1,024,433,569 issued Common Shares owned by Coherent Cloud Investments B.V.
(“Coherent Cloud”) following the conversion of Coherent Cloud’s Preferred Shares (as described below) and by
Comclark Network and Technology Corporation (“Comclark,” and together with Coherent Cloud, the “Selling
Shareholders”) to be offered by way of a secondary offer (the “Secondary Shares”). The offer of the Offer
Shares is referred to herein as the “Offer.”
Our Company was incorporated with the primary purpose of providing broadband internet and other connectivity
services to residential and enterprise customers nationwide. We are the largest high-speed fixed broadband
operator in the Philippines, by high-speed residential fixed broadband subscriptions, with a 55% market share as
of June 30, 2020, according to Media Partners Asia (“MPA”). We are also the fastest-growing fixed broadband
operator in the Philippines, with our residential business capturing a 56.6% market share of new subscriptions
from January 1, 2018 to June 30, 2020 and our enterprise business growing at 3.6 times the market between 2016
and the last 12 months ended June 30, 2020, according to MPA. Furthermore, we are the only pure-play highspeed fixed broadband provider, with an exclusive focus on serving the Philippine fixed broadband market,
according to MPA.
We operate two businesses: (i) our residential business, which primarily offers high-speed fixed broadband
internet services to our residential customers; and (ii) our enterprise business, which offers high-speed fixed
broadband internet services, private data network solutions, cloud and colocation services and other connectivity
solutions to our enterprise customers of varying sizes, industries and types. In addition, we own and operate the
fastest-growing, end-to-end fiber network in the Philippines, which is also one of the newest in the country,
according to MPA. With over 35,000 kilometers of fiber as of June 30, 2020, our network is among the most
extensive in the country. Our network is comprised of a fiber backbone that stretches from the northernmost tip
of Luzon Island to its southernmost end, as well as a fiber distribution and last-mile network that covers over 200
cities and municipalities across Luzon (including Metro Manila), as of June 30, 2020. Our network reached
approximately 4.1 million homes as of June 30, 2020 covering 28% of households in Luzon (based on 14.4 million
households in Luzon as of December 31, 2018, according to MPA). We currently operate in the following regions
of Luzon: Region 1 – Ilocos; Region 3 – Central Luzon; the National Capital Region; Region 4A – Calabarzon;
the Cordillera Administrative Region; and Region 5 – Bicol. Our network consists of 100% high-speed
technologies, by enabling fixed broadband connections utilizing fiber-to-the-home (“FTTH”) and hybrid fibercoaxial (“HFC”) technologies.
Our Board of Directors and our shareholders approved certain amendments to our Articles of Incorporation on
June 10, 2020, including, among others, the reclassification of authorized capital from common shares into
additional Preferred Shares and Preferred B Shares, the creation of Preferred B Shares and a stock split (the “Stock
Split”). Pursuant to the Stock Split, the authorized capital stock of ₱5,000,000,000 of our Company was divided
into (i) 16,900,000,000 Common Shares; (ii) 3,060,000,000 convertible and non-reissuable preferred shares, each
with a par value of ₱0.25 per share (the “Preferred Shares”); and (iii) 4,000,000,000 preferred shares, each with
a par value of ₱0.0025 per share (the “Preferred B Shares” and together with the Common Shares and the
Preferred Shares, the “Shares”). The Stock Split was approved by the Philippine Securities and Exchange
Commission (the “Philippine SEC”) on September 28, 2020, and as of the date of this Prospectus, our total issued
and outstanding capital stock consists of 5,000,000,000 Common Shares and 2,045,454,520 Preferred Shares.
There are no Preferred B Shares issued or outstanding. See “Description of the Shares” on page 246 of this
Prospectus.
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As part of the Offer, Coherent Cloud has committed to exercise its conversion right to convert all 2,045,454,520
issued and outstanding Preferred Shares held in its name to Common Shares on or about October 8, 2020 (the
“Pricing Date”) and our Company has agreed to issue 2,045,454,520 Common Shares to Coherent Cloud on the
same date at a conversion ratio of one Preferred Share to one Common Share (1:1) (the “Share Conversion”).
Up to 828,022,678 of the Common Shares deliverable upon conversion of the Preferred Shares shall constitute
the Secondary Shares offered by Coherent Cloud and the balance of 196,410,891 Secondary Shares will be offered
by Comclark as part of the Firm Offer.
We have filed an application with The Philippine Stock Exchange, Inc. (the “PSE”) for the Offer Shares and for
all our issued and outstanding Common Shares to be listed and traded on the Main Board of the PSE under the
trading symbol “CNVRG”.
The Offer Shares shall be offered at a price of up to ₱19.00 per Share (the “Offer Price”). The determination of
the Offer Price is described on page 73 of this Prospectus and was based on a book-building process and discussion
among the Company, the Selling Shareholders and Morgan Stanley Asia (Singapore) Pte. and UBS AG Singapore
Branch as the joint global coordinators and joint bookrunners (the “Joint Global Coordinators and Joint
Bookrunners”), Merrill Lynch (Singapore) Pte. Ltd. (“BofA Securities”) and Credit Suisse (Singapore) Limited
as international joint bookrunners (the “International Joint Bookrunners”, and together with the Joint Global
Coordinators and Joint Bookrunners, the “International Bookrunners”), BPI Capital Corporation as the sole
local coordinator, joint local underwriter and joint bookrunner, BDO Capital & Investment Corporation as the
joint local underwriter and joint bookrunner (BPI Capital Corporation and BDO Capital & Investment
Corporation, the “Joint Local Underwriters and Joint Bookrunners”), Asia United Bank Corporation, First
Metro Investment Corporation, Maybank ATR Kim Eng Capital Partners, Inc., PNB Capital and Investment
Corporation and RCBC Capital as local participating underwriters (the “Local Participating Underwriters”) and
China Bank Capital Corporation and SB Capital Investment Corporation as local selling agents (the “Local
Selling Agents”).
Pursuant to the approval of the Philippine SEC expected to be issued on or about October 9, 2020 the Selling
Shareholders have appointed UBS AG Singapore Branch and its relevant affiliates to act as the stabilizing agent
(the “Stabilizing Agent”). The Stabilizing Agent has an option exercisable in whole or in part for a period
beginning on or after the initial listing of the Offer Shares on the PSE (the “Listing Date”) and, if exercised,
ending on a date no later than 30 calendar days from and including the Listing Date (the “Stabilization Period”),
to purchase the Option Shares at the Offer Price from the Selling Shareholders, on the same terms and conditions
as the Firm Shares as set forth in this Prospectus (the “Overallotment Option”). In connection with the Offer,
the Stabilizing Agent or any person acting on its behalf may effect stabilizing transactions with a view to
supporting the market price of the Offer Shares at a level higher than that which might otherwise prevail for a
limited period after the Listing Date. Any stabilization activities may begin on or after the Listing Date and, if
begun, may be ended at any time, but must end no later than 30 calendar days from and including the Listing Date.
Any stabilization activities shall be done in compliance with all applicable laws, rules and regulations. The total
number of Common Shares which the Stabilizing Agent or any person acting in its behalf may purchase to
undertake stabilization activities shall not exceed 15% of the aggregate number of the Firm Shares. If the
Stabilizing Agent commences any stabilization activities (which would include thereafter disposing of or selling
the Common Shares purchased), it may discontinue them at any time. However, the Stabilizing Agent or any
person acting on behalf of the Stabilizing Agent has the sole discretion whether to undertake stabilization
activities, and there is no assurance that the same will be undertaken. There is also no assurance that the price of
the Common Shares will not decline significantly after any such stabilizing activities end. See “Plan of
Distribution” on page 266 for more information.
We estimate that our gross proceeds from the sale of the Primary Shares will be up to approximately ₱9,136.0
million (U.S.$183.3 million) and that our net proceeds from the sale of the Primary Shares, after deduction of fees
and expenses expected to be incurred, will be approximately ₱8,747.3 million (U.S.$175.5 million). We intend to
use the net proceeds from the Primary Shares for capital expenditure requirements to accelerate our nationwide
fiber network rollout and other general corporate purposes. For a detailed discussion on the use of proceeds, please
refer to page 66 on the “Use of Proceeds.”
Upon completion of the Offer and assuming full exercise of the Overallotment Option, a total of 7,526,294,461
Common Shares will be issued and outstanding, with the Firm Shares representing 20.0% of our issued and
outstanding capital stock and, assuming full exercise of the Overallotment Option, the Offer Shares will represent
23.0% of our issued and outstanding capital stock. See “Principal and Selling Shareholders—Company
Shareholding Following Conversion” and “Principal and Selling Shareholders—Company Shareholding After
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Offer” for a summary of shareholdings before and after the completion of the Offer beginning on page 236. See
“Capitalization” for a summary of shares outstanding before and after the Stock Split on page 74.
We will not receive any portion of the proceeds from the sale of the Secondary Shares or from the Overallotment
Option. The Selling Shareholders’ gross proceeds from the sale of the Secondary Shares will be up to
approximately ₱19,464.2 million (U.S.$390.5 million) and the estimated net proceeds, after deducting fees and
expenses payable by the Selling Shareholders shall be ₱18,845.3 million (U.S.$378.0 million). Assuming full
exercise of the Overallotment Option, the gross proceeds for the Selling Shareholders is estimated to be up to
approximately ₱23,754.3 million (U.S.$476.5 million) and the estimated net proceeds, after deducting fees and
expenses payable by the Selling Shareholders is estimated to be approximately ₱23,023.0 million (U.S.$461.8
million).
The International Bookrunners and the Joint Local Underwriters and Joint Bookrunners will receive an
underwriting fee equivalent to up to 1.95% of the gross proceeds from the sale of the Offer Shares. The
underwriting fee includes the amounts to be paid to the Local Participating Underwriters and Local Selling Agents,
if any and where applicable, but does not include the commissions and fees to be paid to the duly licensed
securities brokers who are trading participants of the PSE (“PSE Trading Participants”) as selling agents
(“Selling Agents”). For a detailed discussion on the underwriting fees, please refer to the section on “Plan of
Distribution” on page 266.
Up to 301,054,800 Firm Shares (or about 20% of the Firm Shares) (the “Trading Participants Offer Shares”)
are being offered in the Philippines through the PSE Trading Participants and up to 150,527,400 Firm Shares (or
about 10% of the Firm Shares) (the “Retail Offer Shares”) are being offered for sale in the Philippines to local
small investors (“LSI”) under the Local Small Investors Program (subject to re-allocation as described below)
(such shares, together, the “Trading Participants and Retail Offer Shares,” and such offer of Trading
Participants and Retail Offer Shares, the “Trading Participants and Retail Offer”).
Up to 1,053,691,310, or about 70% of the Firm Shares (the “Institutional Offer Shares”), are (subject to reallocation as described below) being offered for sale (i) outside the United States by the International Bookrunners
in offshore transactions in reliance on Regulation S of the U.S. Securities Act, (ii) within the United States through
the International Bookrunners’ U.S. registered broker-dealer affiliates to QIBs in reliance on Rule 144A under the
U.S. Securities Act, and (iii) to certain qualified buyers and other investors in the Philippines, by the Joint Local
Underwriters and Joint Bookrunners (the “Institutional Offer”). The allocation of the Offer Shares between the
Trading Participants and Retail Offer and the Institutional Offer is subject to adjustment as agreed between our
Company, the Selling Shareholders, the International Bookrunners and the Joint Local Underwriters and Joint
Bookrunners. In the event of an under-application in the Institutional Offer and a corresponding over-application
in the Trading Participants and Retail Offer, Firm Shares in the Institutional Offer may be reallocated to the
Trading Participants and Retail Offer. If there is an under-application in the Trading Participants and Retail Offer
and if there is a corresponding over-application in the Institutional Offer, Firm Shares in the Trading Participants
and Retail Offer may be reallocated to the Institutional Offer. The reallocation shall not apply in the event of overapplication or under-application in both the Trading Participants and Retail Offer, on the one hand, and the
Institutional Offer, on the other hand.
The International Bookrunners, the Joint Local Underwriters and Joint Bookrunners and the Local Participating
Underwriters will underwrite, on a firm commitment basis, the Firm Shares. The Local Selling Agents have been
engaged to assist the Joint Local Underwriters and Bookrunners and the Local Participating Underwriters in the
Trading Participants and Retail Offer and are not underwriting any portion of the Offer. For a detailed discussion
on the distribution of the Firm Shares and the underwriting commitment, please refer to the section on “Plan of
Distribution” on page 266.
All of the Offer Shares have identical rights and privileges to our issued and outstanding Common Shares. For a
detailed discussion of the rights and features of our shares of stock, including the Offer Shares, please refer to the
section on “Description of the Shares” on page 246. The Board is authorized to declare dividends on the Common
Shares. Dividends may be payable primarily in cash. However, the Board of Directors, in its discretion, may
decide to declare dividends to be payable in property or shares, provided that any stock dividend declaration
requires the approval of shareholders holding at least two-thirds of our total outstanding capital stock. The
declaration of dividends is subject to the requirements of applicable laws and regulations, and circumstances
which restrict the payment of dividends. For further discussion, please refer to the section on “Dividends and
Dividend Policy” beginning on page 70 of this Prospectus.
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We filed a Registration Statement with the Philippine SEC on July 3, 2020 in accordance with the provisions of
the Securities Regulation Code of the Philippines (Republic Act No. 8799, the “SRC”) for the registration of all
our issued and outstanding Common Shares and the Offer Shares. On September 25, 2020 the Philippine SEC
approved the Registration Statement and issued a Pre-Effective Letter. Upon compliance with the requirements
of the Pre-Effective Letter, we expect the Philippine SEC to issue the Order of Registration of Securities and
Certificate of Permit to Offer Securities for Sale on or about October 9, 2020.
The listing of the Offer Shares is subject to the approval of the PSE. On July 8, 2020 we filed the application for
the listing and trading of our issued and outstanding Common Shares and the Offer Shares. On September 30,
2020, the PSE Board approved the listing application subject to compliance with certain conditions. The PSE’s
approval of the listing is merely permissive and does not constitute a recommendation or endorsement of the Offer
by the PSE or the Philippine SEC.
The PSE assumes no responsibility for the correctness of any of the statements made or opinions expressed in this
Prospectus. Furthermore, the PSE makes no representation as to the completeness and expressly disclaims any
liability whatsoever for any loss arising from, or in reliance upon, the whole or any part of the contents of this
Prospectus.
We have exercised diligence to the effect that, and we confirm that, after having taken reasonable care to ensure
that such is the case, as of the date of this Prospectus, the information contained in this Prospectus relating to our
Company and our operations is true and there is no material misstatement or omission of fact which would make
any statement in this Prospectus misleading in any material respect and we hereby accept responsibility under and
in accordance with the SRC for the accuracy of the material information contained in this Prospectus relating to
our Company and our operations.
The purchase of the Offer Shares in certain jurisdictions may be restricted by law. Foreign investors interested in
purchasing the Offer Shares should inform themselves of the applicable legal requirements under the laws and
regulations of the countries of their nationality, residence or domicile, and as to any relevant tax or foreign
exchange control laws and regulations affecting them personally. Foreign investors, both corporate and individual,
warrant that their purchase of the Offer Shares will not violate the laws of their jurisdiction and that they are
allowed to acquire, purchase, and hold the Offer Shares.
The Offer Shares may be purchased and owned by any person or entity regardless of citizenship or nationality,
subject to the nationality limits under Philippine law. The Philippine Constitution and related statutes set forth
restrictions on foreign ownership for companies engaged in certain activities. In particular, as we operate as a
public utility and own certain real estate, we are subject to certain foreign ownership limitations under the
Philippine Constitution and other laws. Accordingly and in compliance with applicable laws, after completion of
the Offer, foreign equity shall not exceed 40.0% of our total outstanding capital stock. As of the date of this
Prospectus, approximately 70.97% of our total outstanding capital stock is held by Philippine Nationals. For
further discussion, please refer to the section on “Regulatory and Environmental Matters—Foreign Investments
and Laws and Regulations Relating to Restrictions on Foreign Equity” on page 225.
We, together with the Selling Shareholders, reserve the right to withdraw the offer and sale of the Offer Shares at
any time. In consultation with us and the Selling Shareholders, the International Bookrunners and the Joint Local
Underwriters and Joint Bookrunners reserve the right to reject any commitment to subscribe for the Offer Shares
in whole or in part and to allot to any prospective purchaser less than the full amount of the Offer Shares sought
by such purchaser. If the Offer is withdrawn or discontinued, we shall make the necessary disclosures to the
Philippine SEC and the PSE.
Unless otherwise indicated, all information in this Prospectus is as of the date of this Prospectus. Neither the
delivery of this Prospectus nor any sale made hereunder shall, under any circumstance, create any implication that
the information contained herein is correct as of any date subsequent to the date hereof or that there has been no
change in our affairs since such date. In making an investment decision, investors are advised to carefully consider
all the information contained in this Prospectus, including risks associated with an investment in the Offer Shares.
These risks include:
•
•
•
•

risks relating to our business;
risks relating to the Philippines;
risks relating to the Offer and the Offer Shares; and
risks relating to certain information in this Prospectus.
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For a more detailed discussion on the risks in investing, see section on “Risk Factors” on page 47 of this
Prospectus, which, while not intended to be an exhaustive enumeration of all risks, must be considered in
connection with a purchase of the Offer Shares. The Offer Shares are offered solely on the basis of the information
contained and the representations made in the Prospectus.
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No representation or warranty, express or implied, is made by us, the Selling Shareholders or the International
Bookrunners and the Joint Local Underwriters and Joint Bookrunners, the Local Participating Underwriters, and
the Local Selling Agents regarding the legality of an investment in the Offer Shares under any legal, investment
or similar laws or regulations. No representation or warranty, express or implied, is made by the International
Bookrunners and the Joint Local Underwriters and Joint Bookrunners, the Local Participating Underwriters, and
the Local Selling Agents as to the accuracy or completeness of the information herein and nothing contained in
this Prospectus is, or shall be relied upon as, a promise or representation by the International Bookrunners, the
Joint Local Underwriters and Joint Bookrunners, the Local Participating Underwriters, and the Local Selling
Agents. The contents of this Prospectus are not investment, legal or tax advice. Prospective investors should
consult their own counsel, accountant and other advisors as to legal, tax, business, financial and related aspects of
a purchase of the Offer Shares. In making any investment decision regarding the Offer Shares, prospective
investors must rely on their own examination of us and the terms of the Offer, including the merits and risks
involved. Any reproduction or distribution of this Prospectus, in whole or in part, and any disclosure of its contents
or use of any information herein for any purpose other than considering an investment in the Offer Shares is
prohibited. Each offeree of the Offer Shares, by accepting delivery of this Prospectus, agrees to the foregoing.
THE OFFER SHARES ARE BEING OFFERED IN THE PHILIPPINES ON THE BASIS OF THIS
PROSPECTUS ONLY. ANY DECISION TO PURCHASE THE OFFER SHARES IN THE PHILIPPINES
MUST BE BASED ONLY ON THE INFORMATION CONTAINED HEREIN.
No person has been authorized to give any information or to make any representations other than those contained
in this Prospectus and, if given or made, such information or representations must not be relied upon as having
been authorized by our Company, the Selling Shareholders, the International Bookrunners and the Joint Local
Underwriters and Joint Bookrunners, the Local Participating Underwriters, and the Local Selling Agents. This
Prospectus does not constitute an offer to sell or the solicitation of an offer to purchase any securities other than
the Offer Shares or an offer to sell or the solicitation of an offer to purchase such securities by any person in any
circumstances in which such offer or solicitation is unlawful. Neither the delivery of this Prospectus nor any sale
of the Offer Shares offered hereby shall, under any circumstances, create any implication that there has been no
change in our affairs since the date hereof or that the information contained herein is correct as of any time
subsequent to the date hereof.
The information contained in this Prospectus relating to our Company and our operations have been supplied us,
unless otherwise stated herein.
In accordance with the requirements of applicable laws and regulations in the Philippines for the sale of securities,
such as the Offer Shares, in the Philippines, the Joint Local Underwriters and Joint Bookrunners, the Local
Participating Underwriters and our Company have exercised the required due diligence to the effect that, and the
Joint Local Underwriters and Joint Bookrunners, the Local Participating Underwriters and our Company confirm
that to the best of their knowledge and belief after having taken reasonable care to ensure that such is the case, as
of the date of this Prospectus, the information contained in this Prospectus relating to the Company and its
operations is true and there is no material misstatement or omission of fact which would make any statement in
this Prospectus misleading in any material respect. The Joint Local Underwriters and Joint Bookrunners, the Local
Participating Underwriters, and the Local Selling Agents assume no liability for any information supplied by our
Company in relation to this Prospectus. Each person contemplating an investment in the Offer Shares should make
their own investigation and analysis of the creditworthiness of our Company and their own determination of the
suitability of any such investment.
The distribution of this Prospectus and the offer and sale of the Offer Shares in certain jurisdictions may be
restricted by law. Our Company, the Selling Shareholders and the International Bookrunners and the Joint Local
Underwriters and Joint Bookrunners, the Local Participating Underwriters, and the Local Selling Agents require
persons into whose possession this Prospectus comes to inform themselves about and to observe any such
restrictions. This Prospectus does not constitute an offer of, or an invitation to purchase, any of the Offer Shares
in any jurisdiction in which such offer or invitation would be unlawful. Each prospective purchaser of the Offer
Shares must comply with all applicable laws and regulations in force in any jurisdiction in which it purchases,
offers, sells or resells the Offer Shares or possesses and distributes this Prospectus and must obtain any consents,
approvals or permissions required for the purchase, offer, sale or resale by it of the Offer Shares under the laws,
rules and regulations in force in any jurisdiction to which it is subject or in which it makes such purchases, offers,
sales or resales, and none of the International Bookrunners and the Joint Local Underwriters and Joint
Bookrunners, the Local Participating Underwriters, the Local Selling Agents, the Selling Shareholders or we shall
have any responsibility therefor.
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In connection with the Offer, the Stabilizing Agent or any person acting on its behalf may over-allot Offer Shares
or effect transactions with a view to supporting the market price of the Offer Shares at a level higher than that
which might otherwise prevail for a limited period after the Listing Date. Any stabilization activities may begin
on or after the Listing Date and, if begun, may be ended at any time, but must end no later than 30 calendar days
from and including the Listing Date. Any stabilization activities shall be done in compliance with all applicable
laws, rules and regulations. The total number of Common Shares which the Stabilizing Agent or any person acting
in its behalf may purchase to undertake stabilization activities shall not exceed 15% of the aggregate number of
the Firm Shares. If the Stabilizing Agent commences any stabilization activities (which would include thereafter
disposing of or selling the Common Shares purchased), it may discontinue them at any time. However, the
Stabilizing Agent or any person acting on behalf of the Stabilizing Agent has the sole discretion whether to
undertake stabilization activities, and there is no assurance that the same will be undertaken. There is also no
assurance that the price of the Common Shares will not decline significantly after any such stabilizing activities
end.
We, together with the Selling Shareholders, reserve the right to withdraw the offer and sale of Offer Shares at any
time. In consultation with the International Bookrunners, the Joint Local Underwriters and Joint Bookrunners and
the Local Participating Underwriters, we reserve the right to reject any commitment to subscribe for the Offer
Shares in whole or in part and to allot to any prospective purchaser less than the full amount of the Offer Shares
sought by such purchaser. If the Offer is withdrawn or discontinued, we shall subsequently notify the Philippine
SEC and the PSE. The International Bookrunners and the Joint Local Underwriters and Joint Bookrunners, the
Local Participating Underwriters, and the Local Selling Agents and certain related entities may acquire for their
own account a portion of the Offer Shares. It is expected that the Offer Shares will be delivered in book-entry
form against payment thereof to the PDTC on or about October 26, 2020.
Each offeree of the Offer Shares, by accepting delivery of this Prospectus, agrees to the foregoing. Each person
contemplating an investment in the Offer Shares should make their own investigation and analysis of the
creditworthiness of the Company and their own determination of the suitability of any such investment.
BASIS FOR CERTAIN MARKET DATA
Market data and certain industry data used throughout this Prospectus were obtained from market research,
publicly available information, industry publications and on our own analysis and knowledge of the markets for
our products. Industry publications generally state that the information contained therein has been obtained from
sources believed to be reliable, but that the accuracy and completeness of such information are not guaranteed.
Similarly, industry forecasts and market research, while believed to be reliable, have not been independently
verified, and none of our Company, the Selling Shareholders, the International Bookrunners or the Joint Local
Underwriters and Joint Bookrunners makes any representation or warranty, express or implied, as to the accuracy
or completeness of such information. Information in this Prospectus, particularly with respect to the broadband
market and broadband service providers in the Philippines, is from independent market research conducted by
Media Partners Asia (“MPA”) as well as the results of market research carried out by The Nielsen Company
(Philippines) Inc. (“Nielsen”)—an independent market research agency—commissioned by our Company and
MPA and should not be relied upon in making, or refraining from making, any investment decision.
The operating information used throughout this Prospectus has been calculated by us on the basis of certain
assumptions. As a result, this operating information may not be comparable to similar operating information
reported by other companies.
See the section entitled “Industry Overview” on page 126 of this Prospectus for information relating to the industry
in which we operate.
CONVENTIONS USED IN THIS PROSPECTUS
In this Prospectus, unless otherwise specified or the context otherwise requires, all references to the “Company,”
the “Issuer,” “Converge,” “we,” “us” or “our” are to Converge Information and Communications Technology
Solutions, Inc. or to Converge Information and Communications Technology Solutions, Inc. and its consolidated
subsidiaries, as the context requires. Converge was incorporated with the primary purpose of providing broadband
internet and other connectivity services to residential and enterprise customers nationwide and is not engaged in
insurance services or any insurance-related business.
All references to the “BSP” are references to Bangko Sentral ng Pilipinas, the central bank of the Philippines. All
references to the “Government” are references to the government of the Republic of the Philippines. All
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references to “United States” or “U.S.” are to the United States of America. All references to “Philippine Pesos”
and “₱” are to the lawful currency of the Philippines, and all references to “U.S. dollars” or “U.S.$” are to the
lawful currency of the United States.
References to the “first half of 2020” are to the six months ended June 30, 2020.
Certain terms used herein are defined in the “Glossary” contained elsewhere in this Prospectus. The items
expressed in the Glossary may be defined otherwise by appropriate government agencies or regulations from time
to time, or by conventional or industry usage.
EXCHANGE RATE INFORMATION
This Prospectus contains translations of certain Peso amounts into U.S. dollar amounts at specified rates solely
for the convenience of the reader. These translations should not be construed as representations that the Philippine
Peso amounts represent such U.S. dollar amounts or could be, or could have been, converted into U.S. dollars at
the rates indicated or at all. Unless otherwise indicated, all translations from Philippine Pesos to U.S. dollars have
been made at a rate of U.S.$1.00 = ₱49.85, being the rate for the conversion of U.S. dollars with Pesos quoted in
the BSP Daily Reference Exchange Rate Bulletin on June 30, 2020. See “Exchange Rates” on page 72 of this
Prospectus for further information regarding the rates of exchange between the Philippine Peso and the U.S. dollar.
PRESENTATION OF FINANCIAL INFORMATION
Our financial statements are reported in Philippine Pesos and are prepared based on our accounting policies, which
are in accordance with the Philippine Financial Reporting Standards (“PFRS”) issued by the Financial Reporting
Standards Council of the Philippines.
The financial information included in this Prospectus has been derived from our financial statements. Unless
otherwise indicated, financial information relating to us in this Prospectus is stated in accordance with PFRS.
Figures in this Prospectus have been subject to rounding adjustments. Accordingly, figures shown in the same
item of information may vary, and figures which are totals may not be an arithmetic aggregate of their components.
Our fiscal year begins on January 1 and ends on December 31 of each year. Isla Lipana & Co., PwC Philippines
(“PwC”), a member firm of PricewaterhouseCoopers International Limited, has audited our financial statements
as of and for the years ended December 31, 2016, 2017, 2018 and 2019 and as of June 30, 2020 and for the six
months ended June 30, 2019 and 2020, in accordance with Philippine Standards on Auditing (“PSA”).
For more information, please refer to our audited financial statements as of and for the years ended December 31,
2016, 2017, 2018 and 2019 and for the six months ended June 30, 2019 and 2020 contained elsewhere in this
Prospectus.
PRESENTATION OF NON-PFRS FINANCIAL MEASURES
This Prospectus includes certain non-PFRS financial measures, including EBITDA, Pro Forma EBITDA, Pro
Forma Adjusted EBITDA, EBITDA Margin, Pro Forma EBITDA Margin, Pro Forma Adjusted EBITDA Margin,
Pro Forma Adjusted Net Profit, Pro Forma Adjusted Net Profit Margin and ROIC. These non-PFRS financial
measures have been discussed with and reviewed by the independent auditors of our Company.
See “Summary Financial Information—Non-PFRS Financial Measures” on page 41 and “Selected Financial
Information— Non-PFRS Financial Measures” on page 80 for a description of these non-PFRS financial
measures. These non-PFRS financial measures are supplemental measures of our performance that are not
required by, or presented in accordance with, and should not be considered as an alternative to net profit, revenues
or any other measure of our financial performance derived in accordance with PFRS or as an alternative to cash
flows from operations or as a measure of our liquidity. Non-PFRS financial measures have limitations as analytical
tools, and you should not consider them in isolation from, or as a substitute for, your own analysis of our financial
condition or results of operations, as reported under PFRS. These non-PFRS financial measures are not
standardized terms and other companies may calculate measures bearing the same titles differently, hence a direct
comparison between companies using such terms may not be possible, which limits the usefulness of these nonPFRS financial measures.
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FORWARD-LOOKING STATEMENTS
This Prospectus contains forward-looking statements that are, by their nature, subject to significant risks and
uncertainties. These forward-looking statements include, without limitation, statements relating to:
•
•
•

known and unknown risks;
uncertainties and other factors that may cause our actual results, performance or achievements to be
materially different from expected future results; and
performance or achievements expressed or implied by forward-looking statements.

Such forward-looking statements are based on numerous assumptions regarding our present and future business
strategies and the environment in which we will operate in the future. Important factors that could cause some or
all of the assumptions not to occur or cause actual results, performance or achievements to differ materially from
those in the forward-looking statements include, among other things:
•
•
•
•
•
•
•
•
•
•
•
•

risks relating to our businesses and operations, including our ability to acquire and retain customers and
to adapt to technological and other changes in our industry;
competition in our industry in the Philippines;
our ability to successfully implement our current and future business strategies;
our ability to manage our expansion and growth;
our ability to obtain licenses, permits and other authorizations required;
our ability to leverage on our strengths;
risks relating to the Philippines;
the condition and changes in the Philippine, Asian or global economies and future political instability in
the Philippines;
changes in Government regulations, including laws on taxation, franchising and licensing in the
Philippines;
risks relating to the Offer and the Offer Shares;
the other factors discussed in more detail under “Risk Factors”; and
factors that are not known to us at this time.

Additional factors that could cause our actual results, performance or achievements to differ materially from
forward-looking statements include, but are not limited to, those disclosed under “Risk Factors” and elsewhere in
this Prospectus. These forward-looking statements speak only as of the date of this Prospectus. We, the Selling
Shareholders, the International Bookrunners and the Joint Local Underwriters and Joint Bookrunners expressly
disclaim any obligation or undertaking to release, publicly or otherwise, any updates or revisions to any forwardlooking statement contained herein to reflect any change in our expectations with regard thereto or any change in
events, conditions, assumptions or circumstances on which any statement is based.
This Prospectus includes statements regarding our expectations and projections for future operating performance
and business prospects. The words “believe,” “plan,” “expect,” “anticipate,” “estimate,” “project,” “intend,”
“seek,” “target,” “aim,” “may,” “might,” “will,” “would,” “could,” and similar words identify forward-looking
statements. Statements that describe our objectives, plans or goals are forward-looking statements. In addition, all
statements other than statements of historical facts included in this Prospectus are forward-looking statements. In
light of the risks and uncertainties associated with forward-looking statements, investors should be aware that the
forward-looking events and circumstances discussed in this Prospectus might not occur. Actual results could differ
materially from those contemplated in the relevant forward-looking statement and we give no assurance that such
forward-looking statements will prove to be correct or that such intentions will not change. This Prospectus
discloses, under the section “Risk Factors” and elsewhere, important factors that could cause actual results to
differ materially from our expectations. All subsequent written and oral forward-looking statements attributable
to us or persons acting on behalf of us are expressly qualified in their entirety by the above cautionary statements.
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GLOSSARY
GLOSSARY OF TECHNICAL TERMS
This glossary of technical terms contains explanations of certain terms used in this Prospectus as they relate to
our business. As such, these terms and their meanings may not always correspond to the standard industry
meaning or usage of these terms.
5G .............................................................. fifth generation mobile network technology
ADSL......................................................... asymmetric digital subscriber line, a type of DSL broadband
communications technology used for connecting to the internet
ARPU ........................................................ average revenue per user
ARPU for our Residential Business is calculated by dividing (i) the
revenue generated during a period by (ii) the average number of
subscribers during that period, then dividing the quotient by the
number of months during that period. The average number of
subscribers during a period, is calculated by the sum of the subscribers
at the beginning and at the end of the period, divided by two
ARPU for our Enterprise Business is calculated by dividing (i) the
revenue generated during a period by (ii) the average number of
enterprise users during that period, then dividing the quotient by the
number of months during that period. The average number of
enterprise users during a period, is calculated by the sum of the
enterprise users at the beginning and at the end of the period, divided
by two
broadband .................................................. a term that is commonly associated with high-speed data transfer
connections
BPO ........................................................... business process outsourcing and refers to the contracting of nonprimary business activities and functions to a third-party provider
C2C ............................................................ consumer to consumer
CDN........................................................... content delivery network. A geographically distributed group of
servers which work together to provide fast delivery of internet content
churn .......................................................... a customer’s voluntary or involuntary discontinuation or termination
of a service
churn rate ................................................... the percentage measure of the number of customers who have,
voluntarily or involuntarily, discontinued a service for which the
customer had subscribed for the relevant period over the number of
customers for that period
Our Residential Business churn rate is calculated by dividing (i) the
sum of the number of permanent subscriber discontinuations in a
month, by (ii) the average number of subscribers during the respective
month and multiplying the result by 100%. The average number of
subscribers during a month, is calculated by the sum of the subscribers
at the beginning and at the end of the month, divided by two
Our Enterprise Business churn rate is calculated by dividing (i) the sum
of the number of permanent customer deactivations in a month, by (ii)
the average number of customers during the respective month and
multiplying the result by 100%. The average number of customers
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during a month is calculated by the sum of the circuits at the beginning
and at the end of the month, divided by two
colocation .................................................. housing of servers and storage equipment or other communications
equipment within a physically secured and electrically powered
location. Operators of colocation facilities typically also provide
interconnection services to customers
circuit ......................................................... refers to one fiber data or broadband connection of our enterprise
customers
CPE ............................................................ customer premise equipment. A network terminal located at a
subscriber's premises used to originate, route, or terminate
telecommunications between the customer premises and
the provider’s telecommunication circuits
data center .................................................. a facility used to house computer systems, backup storage devices,
routers and other internet and telecommunications equipment
domestic backbone .................................... our primary nationwide backbone loop
DSL ........................................................... digital subscriber line. A wireline transmission technology that
transmits data over traditional copper telephone lines already installed
to homes and businesses. The term “xDSL” is commonly used as a
generic term for several variants of this technology (see also, ADSL
and VDSL)
DOCSIS ..................................................... Data Over Cable Service Interface Specification. An international
telecommunications standard that allows for the addition of highbandwidth data transfer to an existing coaxial cable TV system
DWDM ...................................................... Dense Wavelength Division Multiplexing, a technology that puts data
from different sources together for transmission over optical fiber
fiber-optic cable ......................................... a high-speed data transmission medium capable of transmitting digital
data through the cable at the speed of light
FiberX 1500 ............................................... refers to the entry-level FTTH subscription plan offered by Converge
to residential subscribers
fixed broadband ......................................... fixed data transmission to homes and businesses using technologies
such as FTTx, DOCSIS, xDSL etc., but excluding fixed wireless
broadband technologies such as FWA
FTTB ......................................................... fiber-to-the-building
FTTH ......................................................... fiber-to-the-home
FTTH homes passed .................................. the number of FTTH homes passed is derived from the number of
homes within a 300-meter radius from a NAP that we have installed in
a coverage area. Each NAP has eight ports, and one port serves one
home
FTTH ports installed .................................. each FTTH port installed represents both activated FTTH connections
and ports available for immediate activation once a new subscription
is approved
FTTx .......................................................... “”fiber-to-the-x” is a collective term for various optical fiber delivery
topologies that are categorized according to where the fiber terminates
(e.g., FTTH for fiber-to-the-home)
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FWA .......................................................... fixed wireless access, a broadband communication technology that
uses wireless communication systems to connect two fixed locations
with a wireless link
Gbps........................................................... gigabits per second, a unit of measurement for the capacity and speed
of data transfer. 1 Gbps is equal to 1,024Mbps
GDP ........................................................... gross domestic product
GNI ............................................................ gross national income
GPON ........................................................ gigabit passive optical network. A fiber-optic telecommunications
technology for delivering broadband network access to end-customers
HDD .......................................................... horizontal directional drilling, a technology used for installing cable
underground through a vertical hole instead of digging a trench on the
surface
HFC ........................................................... hybrid fiber-coaxial, refer to a network technology that combines fiber
and coaxial cables. Fiber is used for backhaul while coaxial cables are
used from optical node to the user’s premises.
HFC homes passed .................................... refers to the number of homes and other residential units that are within
a 200-meter radius from our HFC ports, and can be connected to our
network
HFC ports installed .................................... each HFC port installed refers to a slot on a network device allowing
for the transmission of data between our HFC network and the
equipment at the customer premises
ICT............................................................. information and communications technology
high-speed broadband ................................ broadband connections with a minimum of 25Mbps download speeds.
For example, the U.S. Federal Communications Commission (FCC)
defines high-speed broadband connections as connections with a
minimum of 25 Mbps download and 3 Mbps upload speeds
high-speed technology ............................... refers to HFC and FTTx broadband technologies
homes passed ............................................. refers to the number of homes and other residential units (such as
condominium units) that are connected or can be connected to our
network. This measure involves our management’s estimates of
potential connections to our network and the accuracy of these
estimates may vary. (See also HFC homes passed and FTTH homes
passed )
household coverage ................................... is calculated as total homes passed over total number of homes
IP ............................................................... internet protocol, the method by which data is sent from one device to
another over the internet
IRU ............................................................ indefeasible right of use
ISP ............................................................. internet service provider
last mile ..................................................... the portion of network cabling stretching from a utility pole or
underground cable to the end-user’s premise and is the part of the
network that is directly connected to the customer
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Mbps .......................................................... megabits per second, a unit of measurement for the capacity and speed
of data transfer
MT ............................................................. microtrenching, a technology used for installing fiber cables
underground by using specialized equipment to create a trench that is
generally not more than two inches wide and not more than two feet
deep, minimizing any disturbance on the surface.
MPLS......................................................... Multi Protocol Label Switching, a protocol for speeding up and
shaping network traffic flows
NAP ........................................................... network access point
NOC........................................................... network operating center
ODN .......................................................... optical distribution network
OTT ........................................................... over-the-top, which refers to the delivery of audio, video and other
content over the internet, without the involvement of an operator (e.g.,
a traditional subscription)
POP ............................................................ point of presence
peer-to-peer................................................ a system in which each computer in a network functions as a client or
server for other computers within the same network, providing shared
access to various resources without the need for a central server
port............................................................. one slot in a NAP that connects one customer to the network
port utilization ratio ................................... ratio of ports utilized over total number of ports deployed
ROIC ......................................................... return on invested capital
SLA ........................................................... Service-Level Agreement is a commitment on a set of defined service
level quality parameters between a service provider and a client
SMS ........................................................... short message service
take-up rate ................................................ calculated as total FTTH subscribers, net, as a percentage of our total
available FTTH ports (including ports in use). Also referred to as port
utilization ratio
Tbps ........................................................... terabits per second, a unit of measurement for the capacity and speed
of data transfer. 1 Tbps is equal to 1,024 Gbps
VDSL......................................................... very high-speed digital subscriber line, a type of DSL broadband
communications technology that uses copper wires or fiber-optic
cables in phone line to deliver high-speed internet
vintage ....................................................... the vintage of deployed ports, refers to a particular time period (year
or month) during which a group of ports was installed
WDN ......................................................... Wireless Data Networks
WAN ......................................................... Wide Area Network
WFH .......................................................... work-from-home
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GLOSSARY OF TERMS RELATING TO THE OFFER AND TO OUR COMPANY AND ITS BUSINESS

Application ................................................ an application to subscribe for Offer Shares pursuant to the Offer
ASEAN peers ............................................ refers to the following countries in Southeast Asia: Philippines,
Indonesia, Malaysia, Thailand and Vietnam
AUB ........................................................... Asia United Bank Corporation
BAP ........................................................... Bankers Association of the Philippines
BDO Capital .............................................. BDO Capital & Investment Corporation
BIR ............................................................ Bureau of Internal Revenue of the Philippines
BofA Securities ......................................... Merrill Lynch (Singapore) Pte. Ltd.
Board of Directors or Board ...................... Converge’s board of directors
BPI ............................................................. Bank of the Philippines Islands
BPI Capital ................................................ BPI Capital Corporation
BSP ............................................................ Bangko Sentral ng Pilipinas, the central bank of the Philippines
BSRD......................................................... BSP registration document
CAGR ........................................................ compound annual growth rate
CAR ........................................................... Certificate Authorizing Registration, issued by the BIR
China Bank Capital .................................... China Bank Capital Corporation
Coherent Cloud .......................................... Coherent Cloud Investments B.V., a private company incorporated
with limited liability in the Netherlands
Comclark ................................................... Comclark Network and Technology Corporation
Common Shares ......................................... the common shares of Converge, par value of ₱0.25 per share (after the
Stock Split)
Cornerstone Investors ................................ refer to Genesis Investment Management, LLP, Ghisallo Master Fund
LP, Macquarie Funds Management Hong Kong Limited (acting on
behalf of the following investment funds: (i) Macquarie Unit Trust
Series - Macquarie Asia New Stars Fund; (ii) Macquarie Fund
Solutions - Macquarie Asia New Stars Fund; (iii) Macquarie Fund
Solutions - Macquarie Asian All Stars Fund; and (iv) Alm.Brand Bank
A/S / Investeringsforeningen Wealth Invest, afdeling SK Invest Far
East Equities), Magna New Frontiers Fund, Oaks Emerging and
Frontier Opportunities Fund, OMERS Administration Corporation,
Segantii Asia-Pacific Equity Multi-Strategy Fund and Thornburg
Investment Management, Inc. (acting on behalf of the following
investment companies and funds: (i) Thornburg Developing World
Fund, a series of Thornburg Investment Trust; (ii) Thornburg Better
World Fund, a series of Thornburg Investment Trust; (iii) Thornburg
Summit Fund, a series of Thornburg Investment Trust; and (iv)
Thornburg Developing World Fund, a sub-fund of Thornburg Global
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Investments plc). See “Plan of Distribution—Cornerstone Investment
Agreements—Cornerstone Investors.”
Cornerstone Shares .................................... the Common Shares allocated to the Cornerstone Investors and to be
purchased by the Cornerstone Investors from the Company and the
Selling Shareholders at the Offer Price as part of the Offer. Assuming
an Offer Price of ₱19.00, this represents no less than approximately
33.6% of the Offer Shares (assuming full exercise of the Overallotment
Option) and approximately 38.6% (excluding any Option Shares).
Cornerstone Investors will not be subject to a lock-up requirement on
the Cornerstone Shares.
Corporate customers .................................. comprise large corporations that are generally ranked between the top
5,000 and top 10,000 corporations in the country, by revenue
CPCN......................................................... Certificate of Public Convenience and Necessity, the authority granted
by the NTC to a qualified applicant to own, install, operate and
maintain fixed (wired and wireless) networks, mobile networks, and
offer all types of national and international telecommunications
services including broadband. This is equivalent to a
telecommunications license in other jurisdictions
COVID-19 ................................................. refers to Coronavirus Disease 2019
Credit Suisse ............................................. Credit Suisse (Singapore) Limited
DBM .......................................................... Department of Budget and Management of the Philippines
DENR ........................................................ Department of Environment and Natural Resources of the Philippines
DOLE ........................................................ Department of Labor and Employment of the Philippines
ECC ........................................................... Environmental Compliance Certificate
ECQ ........................................................... enhanced community quarantine, a COVID-19 measure imposed by
the Government that limited movement over the entire of Luzon,
including Metro Manila, from March 17, 2020 to May 15, 2020
EIS ............................................................. Environment Impact Statement
Enterprise Business.................................... one of our two primary businesses; offers high-speed fixed broadband
internet services, private data network solutions, cloud and colocation
services and other connectivity solutions to enterprise customers of
varying sizes, industries and types
Enterprise Survey ...................................... the online and offline enterprise survey conducted by MPA and
Nielsen in June 2020. The survey conducted by Nielsen was
commissioned by our Company and MPA
ESOP ......................................................... employee share option plan of Converge
Firm Shares ................................................ up to 1,505,273,510 Firm Shares, consisting of up to 480,839,941
Primary Shares to be offered and issued by the Company and up to
1,024,433,569 Secondary Shares offered by the Selling Shareholders
First Metro ................................................. First Metro Investment Corporation
Founders .................................................... Mr. Dennis Anthony H. Uy and Ms. Maria Grace Y. Uy
FTK ........................................................... full turnkey contractors
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Institutional Offer ...................................... offer (i) outside the United States by the International Bookrunners in
offshore transactions in reliance on Regulation S of the U.S. Securities
Act, (ii) within the United States through the International
Bookrunners’ U.S. registered broker-dealer affiliates to QIBs in
reliance on Rule 144A under the U.S. Securities Act, and (iii) to certain
qualified buyers and other investors in the Philippines, by the Joint
Local Underwriters and Joint Bookrunners
Institutional Offer Shares ........................... up to 1,053,691,310 Offer Shares being offered pursuant to the
Institutional Offer
Investment ................................................. Warburg Pincus, through Coherent Cloud, made a commitment in
2019 to invest U.S.$225,000,000 in Converge, all of which have now
been invested
IPO Implementation Agreement ................ the reorganization and implementation agreement entered into between
our Company, the Founders, Comclark and Coherent Cloud in
connection with the implementation of certain matters required to be
undertaken by the parties prior to the Offer
International Bookrunners ......................... the Joint Global Coordinators and Joint Bookrunners together with the
International Joint Bookrunners
International Joint Bookrunners ............... BofA Securities and Credit Suisse
Joint Global Coordinators and Joint
Bookrunners .............................................. Morgan Stanley and UBS
Joint Local
Underwriter and Joint Bookrunner ............ BDO Capital
Labor Code ................................................ Labor Code of the Philippines
Large Enterprise ........................................ largest companies in the Philippines, which generally are among the
top 5,000 corporations in the country by revenues
LGC ........................................................... Republic Act No. 7160, otherwise known as the Local Government
Code
LGU ........................................................... local government unit
Listing Date ............................................... the date on which the trading of the Offer Shares on the PSE begins,
expected to be on or about October 26, 2020
Local Selling Agents ................................. China Bank Capital and SB Capital. The Local Selling Agents have
been engaged to assist the Joint Local Underwriters and Bookrunners
and the Local Participating Underwriters in the Trading Participants
and Retail Offer and are not underwriting any portion of the Offer
Local Participating Underwriters ............... AUB, First Metro, Maybank ATR KE, PNB Capital and RCBC Capital
Local small investors or LSIs .................... local small investors under the PSE’s Local Small Investors program
Maybank ATR KE ..................................... Maybank ATR Kim Eng Capital Partners, Inc.
MECQ ....................................................... modified enhanced community quarantine
Metro Manila ............................................. the metropolitan area comprising the capital city Manila and the
surrounding cities of Caloocan, Las Piñas, Navotas, Makati, Malabon,
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Mandaluyong, Marikina, Muntinlupa, Parañaque, Pasay, Pasig,
Quezon, San Juan, Taguig and Valenzuela and the municipality of
Pateros
MetroWorks ............................................... MetroWorks ICT Construction, Inc.
Morgan Stanley ......................................... Morgan Stanley Asia (Singapore) Pte.
MPA .......................................................... Media Partners Asia
MPA Survey .............................................. the offline survey conducted by MPA in June 2020 commissioned by
our Company
MSA .......................................................... marketing service agencies
MSP ........................................................... managed service provider
National Backbone .................................... our domestic backbone, comprising a terrestrial (dry) and a submarine
(wet) segment, which, when completed, will connect the three major
Philippine islands of Luzon, Visayas and Mindanao in a single
continuous loop
Nielsen ....................................................... The Nielsen Company (Philippines) Inc.
NPS ............................................................ net promoter score, which is the likelihood that a user will recommend
a service to others, calculated as the total percentage of promoters
(customers that give a score of nine or ten out of ten) less the total
percentage of detractors (customers that give a score of less than or
equal to six out of ten)
NTC ........................................................... National Telecommunications Commission of the Philippines
Offer .......................................................... The offer and sale of the Offer Shares on, and subject to, the terms and
conditions stated herein
Offer Price ................................................. up to ₱19.00 per Offer Share
Offer Shares ............................................... the Firm Shares and the Option Shares
OFW .......................................................... overseas Filipino workers
Option Shares ............................................ up to 225,791,026 Common Shares to be sold by the Selling
Shareholders and purchased by the Stabilizing Agent upon exercise of
the Overallotment Option
Overallotment Option ................................ an option granted by the Selling Shareholders to the Stabilizing Agent
PCD ........................................................... Philippine Central Depository
PDS ............................................................ Philippine Dealing System
PDTC ......................................................... The Philippine Depositary and Trust Corporation
Pentagon .................................................... Pentagon Holding Co.
Philippine SEC .......................................... Securities and Exchange Commission of the Philippines
PNB ........................................................... Philippine National Bank
PNB Capital ............................................... PNB Capital and Investment Corporation
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Preferred Shares......................................... convertible and non-reissuable preferred shares of Converge, each with
a par value of ₱0.25 per share, of which 2,045,454,520 is issued and
outstanding (after the Stock Split)
Preferred B Shares ..................................... preferred shares of Converge, each with a par value of ₱0.0025 per
share
Pricing Date ............................................... on or about October 8, 2020
Primary Offer............................................. The offer and sale of the Primary Shares
Primary Shares........................................... up to 480,839,941 new Common Shares to be issued and offered by
the Company pursuant to the Offer
Provincial Backbone .................................. our distribution network that serves as the regional access networks
PSE ............................................................ The Philippine Stock Exchange, Inc.
PSE Trading Participants ........................... duly licensed securities brokers who are trading participants of the PSE
QIB ............................................................ qualified institutional buyer, as such term is defined in Rule 144A
R.A. No. 7925 ............................................ Republic Act No. 7925, the Public Telecommunications Policy Act of
the Philippines
R.A. No. 9707 ............................................ Republic Act No. 9707, granting our Company our franchise
RCBC Capital ............................................ RCBC Capital Corporation
Receiving Agent ........................................ PNB
Regulation S .............................................. Regulation S under the U.S. Securities Act
Residential Business .................................. one of our two primary businesses; offers high-speed fixed broadband
internet services to residential customers
Residential Survey ..................................... the online and offline residential survey conducted by Nielsen in June
2020, commissioned by our Company and MPA
Rule 144A .................................................. Rule 144A under the U.S. Securities Act
SB Capital .................................................. SB Capital Investment Corporation
SCCP ......................................................... Securities Clearing Corporation of the Philippines
Secondary Shares ....................................... up to 1,024,433,569 Common Shares offered by the Selling
Shareholders pursuant to the Offer
Selling Agents ........................................... PSE Trading Participants
Selling Shareholders .................................. Comclark and Coherent Cloud
SME ........................................................... small to medium sized companies, with 10 to 199 employees
Shares ........................................................ the Common Shares, Preferred Shares and Preferred B Shares
Sole Local Coordinator, Joint Local
Underwriter and Joint Bookrunner ............ BPI Capital
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SRC ........................................................... The Securities Regulation Code of the Philippines (Republic Act No.
8799)
STK ........................................................... semi-turnkey contractors
Stabilizing Agent ....................................... UBS AG Singapore Branch and its relevant affiliates
Stabilization Period.................................... the period beginning on or after the Listing Date and ending on a date
no later than 30 calendar days from and including the Listing Date
during which the Stabilizing Agent has an option exercisable in whole
or in part for the conduct of stabilization activities
Stock Split ................................................. the stock split approved on June 10, 2020 by our Board of Directors,
pursuant to which our authorized capital stock of ₱5,000,000,000 was
split into the following classes of shares: (i) 16,900,000,000 Common
Shares; (ii) 3,060,000,000 Preferred Shares; and (iii) 4,000,000,000
Preferred B Shares
Trading Participants and Retail Offer ........ the offer for sale of the Trading Participants and Retail Offer Shares to
be made in the Philippines
Trading Participants and
Retail Offer Shares .................................... up to 451,582,200 Firm Shares being offered pursuant to the Trading
Participants and Retail Offer
Trading Participants and Retail Offer
Settlement Date ......................................... The date on which settlement of the Trading Participants and Retail
Offer Shares is to be made, expected to be on or about October 16,
2020
UBS ........................................................... UBS AG Singapore Branch
U.S. Securities Act..................................... The United States Securities Act of 1933, as amended
VAT ........................................................... value-added tax
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SUMMARY
The following summary is qualified in its entirety by, and is subject to, the more detailed information presented
in this Prospectus, including our audited financial statements and the notes thereto, appearing elsewhere in this
Prospectus.
OVERVIEW
We are the largest high-speed fixed broadband operator in the Philippines, by high-speed residential fixed
broadband subscriptions, with a 55% market share as of June 30, 2020, according to MPA. We are also the fastestgrowing fixed broadband operator in the Philippines, with our residential business capturing a 56.6% market share
of new subscriptions from January 1, 2018 to June 30, 2020 and our enterprise business growing at 3.6 times the
market between 2016 and the last 12 months ended June 30, 2020, according to MPA. Furthermore, we are the
only pure-play high-speed fixed broadband provider, with an exclusive focus on serving the Philippine fixed
broadband market, according to MPA.
Our Vision and Purpose
Mr. Dennis Anthony H. Uy, our CEO, and Ms. Maria Grace Y. Uy, our President and Chief Resources Officer
(together, the “Founders”) established Converge with a vision—to build a business focused on providing highspeed fixed broadband to millions of unserved and underserved households and businesses across the Philippines.
Our Founders assembled a world-class team of like-minded professionals, and together, built Converge into an
organization focused on becoming the market-leader in the high-speed fixed broadband market. This vision and
focus is deeply ingrained in our organization, and is the foundation of our key competitive advantages, including
the differentiated products and services that we offer and the extensive proprietary network that we build and
operate.
Our Differentiated Offering
We design our broadband packages to address our customers’ priorities for faster, more reliable internet at
affordable prices. The home broadband connections on our fiber network are approximately 2.2 times faster and
approximately 2.3 times more reliable than other providers, most of which still use legacy copper networks,
according to MPA. We believe that we were among the first in the market to provide unlimited data packages to
our residential customers in 2016, and among the first to offer add-on bandwidth to our residential customers in
2018 with the introduction of our “10Mbps for ₱99” package. In the June 2020 Residential Survey, we received
a net promoter score (“NPS”) of +83 for advocacy, compared to an average NPS of +33 for the other operators.
In the same survey, we also received a significantly higher score for customer loyalty and customer satisfaction.
In addition, we had an average monthly residential churn rate of 0.6% in 2019 and 0.7% in the first half of 2020,
which were lower than the industry baseline of approximately 1% to 2%, according to MPA.
We operate two businesses: (i) our residential business (“Residential Business”), which primarily offers highspeed fixed broadband internet services to our residential customers; and (ii) our enterprise business (“Enterprise
Business”), which offers high-speed fixed broadband internet services, private data network solutions, cloud and
colocation services and other connectivity solutions to our enterprise customers of varying sizes, industries and
types.
Our Proprietary Network
We own and operate the fastest-growing, end-to-end fiber network in the Philippines, which is also one of the
newest in the country, according to MPA. With over 35,000 kilometers of fiber as of June 30, 2020, our network
is among the most extensive in the country. Our network is comprised of a fiber backbone that stretches from the
northernmost tip of Luzon Island to its southernmost end, as well as a fiber distribution and last-mile network that
covers over 200 cities and municipalities across Luzon (including Metro Manila), as of June 30, 2020. Our
network reached approximately 4.1 million homes as of June 30, 2020 covering 28% of households in Luzon
(based on 14.4 million households in Luzon as of December 31, 2018, according to MPA). We currently operate
in the following regions of Luzon: Region 1 – Ilocos; Region 3 – Central Luzon; the National Capital Region;
Region 4A – Calabarzon; the Cordillera Administrative Region; and Region 5 – Bicol. Our network consists of
100% high-speed technologies, by enabling fixed broadband connections utilizing fiber-to-the-home (“FTTH”)
and hybrid fiber-coaxial (“HFC”) technologies.
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In 2019, we commenced expanding our network beyond Luzon to the rest of the Philippines. We believe that we
are on track to substantially complete our primary nationwide backbone loop, which will connect Luzon, Visayas
and Mindanao, by 2021.
Our Achievements
Our revenues grew at a CAGR of 69% between 2016 and 2019 and at a year-on-year growth of 65% in the first
half of 2020. Our Pro Forma Adjusted EBITDA margin was 51.0% in 2019 and 51.1%, in the first half of 2020,
and our return on invested capital (“ROIC”) was 19.7% in 2019 and 18.6% in the first half of 2020 (annualized).
We have, thus, had industry leading growth, margins and ROIC metrics.
For the year ended December 31, 2019, we reported ₱9,139.5 million (U.S.$183.3 million) of revenues and
₱4,665.2 million (U.S.$93.6 million) EBITDA on a pro forma and as adjusted basis. For the six months ended
June 30, 2020, our revenues were ₱6,489.9 million (U.S.$130.2 million) with EBITDA of ₱3,313.8 million
(U.S.$66.5 million).
We also maintain a strong and conservatively levered balance sheet, which we believe provides significant
financial flexibility for future growth. Our net debt (as measured by total debt less cash and cash equivalents) of
₱1,527.4 million (U.S.$30.6 million) as of June 30, 2020, representing a net leverage (measured by net debt as of
June 30, 2020 divided by EBITDA for the last 12 months ended June 30, 2020) of approximately 0.3 times,
provides us with sufficient headroom to execute our capital expenditure plans. As of June 30, 2020, we have also
secured up to ₱32,753.0 (U.S.$657.0 million) of long-term credit commitments from leading Philippine banks
which we believe are on attractive terms, including at an average all-in interest rate of approximately 5% as of the
date of this Prospectus.
RECENT DEVELOPMENTS
Secured proprietary access to 5Tbps of international bandwidth capacity on two major intra-Asia networks
In August 2020, we entered into an agreement with Telstra International Limited to purchase 5 Tbps of
international bandwidth capacity, providing a 15-year indefeasible right of use (“IRU”) on two major intra-Asia
networks for an attractive cost. This 5 Tbps of bandwidth capacity is equivalent to approximately seven times our
current leased bandwidth capacity, and has been priced at an aggregate unit cost that is meaningfully lower
compared to our average contracted lease costs at present. This IRU is subject to certain conditions.
This transaction is consistent with our strategy of forming partnerships with global carriers to secure proprietary
access to bandwidth capacity on certain key international network routes. Going forward, Converge intends to
continue to secure proprietary access to international bandwidth capacity through similar agreements with other
international carriers, which can provide us with significant cost savings.
High Capacity Backbone
In July 2020, we activated the Philippines’ first 400GB metro backbone utilizing industry-leading optical solutions
from a United States-based networking systems, services, and software company. This deployment provides us
with a programmable, dynamic setup of connections that increases adaptability and resiliency. The metro
backbone can further be scaled to higher 800GB capacity to support future growth.
Secured term sheets for an additional ₱10 billion (U.S.$200.6 million) of long-term credit facilities with two
major Philippine banks
In August 2020, we entered into term sheets with two Philippine banks for two long-term credit facilities with an
aggregate amount of ₱10 billion (U.S.$200.6 million). Each credit facility is for an unsecured, 7-year term loan
of ₱5 billion (U.S.$100.3 million). Each loan will be available for drawdown for at least 12 months following the
signing of the definitive facility agreement, and will have a term of seven years from the first drawdown date.
Interest would be payable quarterly in arrears and the principal would be payable in equal quarterly installments
commencing after a grace period of two years from drawdown. Each loan bears interest equivalent to the BVAL
benchmark rate prevailing at drawdown plus a spread. Each term sheet contemplates an indicative interest rate
(assuming drawdown at the date of this Prospectus) of approximately 5% per annum. As of the date of this
Prospectus, the definitive facility agreements are being prepared and are expected to be executed in the fourth
quarter of 2020.
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A new normal has emerged due to COVID-19, driving a permanent paradigm shift in connectivity
requirements
In response to COVID-19, the Government implemented measures and regulations to mitigate the transmission
of the disease. Metro Manila and other regions in the Philippines were placed under enhanced community
quarantine (“ECQ”) which imposed strict stay-at-home measures with exceptions only for essential activities,
such as access to basic necessities, food and health services. The ECQ in Metro Manila was in effect from March
17, 2020 until May 15, 2020, and was later adjusted to the modified enhanced community quarantine (“MECQ”)
from May 16, 2020 to May 31, 2020. On June 1, 2020, Metro Manila was placed under general community
quarantine (“GCQ”) and was subsequently placed under MECQ again from August 4, 2020 to August 18, 2020.
As of the date of this Prospectus, the quarantine classification of Metro Manila is GCQ.
COVID-19 has further accelerated the demand for fixed broadband and is driving a permanent paradigm shift in
connectivity requirements, according to MPA. At the onset of COVID-19, approximately two-thirds of
respondents of the Residential Survey reported a 30% or more increase in home internet usage, and approximately
45% of respondents reported a 30% or more increase in home internet spending. Over time, a new normal has
begun to emerge, under which households are implementing back-up home connectivity arrangements as workfrom-home (“WFH”) and online-learning arrangements set in as more long-term or permanent features of
everyday life. Over 80% respondents in the Enterprise Survey believe that WFH arrangements would remain
important going forward, even after the lifting of mandatory stay-at-home orders, and over 70% of businesses
surveyed are willing to subsidize their employees’ home broadband expenses in light of these ongoing WFH
arrangements. Under this new normal, MPA estimates that an average household could potentially require up to
480GB of internet data per month to function optimally, and according to MPA, such requirement of a typical
household can only be met through high-speed broadband with a minimum speeds of 25Mbps, which is what our
entry-level fiber plan provides.
STRENGTHS AND STRATEGIES
Strengths
Market leader in the Philippine high-speed fixed broadband market, a market with significant existing
unserved demand and which is at an inflection point.
We are the largest high-speed fixed broadband operator in the Philippines, by high-speed residential fixed
broadband subscriptions, with a 55% market share as of June 30, 2020, according to MPA. We are also the fastestgrowing fixed broadband operator in the Philippines, with our Residential Business capturing a 56.6% market
share of new subscriptions from January 1, 2018 to June 30, 2020.
The Philippine fixed broadband market has significant connectivity needs that are currently underserved. This
market has historically been served by two major operators that have been primarily focused on providing mobile
connectivity. Based on publicly-available data, mobile services represented approximately 62% of their total
revenues for the year ended December 31, 2019, compared to fixed broadband which accounts for approximately
27% of their total revenues, according to MPA. As of December 31, 2019, these operators each had tens of millions
of mobile customers to service and maintain, and 54% of these subscribers were still using 2G and 3G networks,
compared to 49%, 37%, and 39% for Indonesia, Malaysia and Thailand, respectively, according to MPA. These
operators will need to significantly upgrade their existing mobile networks to satisfy the growing bandwidth
demands of their mobile customers, according to MPA. We believe that these operators will continue to be focused
on sustaining their core mobile business and serving their core mobile subscriber base.
Given this backdrop, investments in broadband infrastructure have been inadequate, with limited network
coverage and legacy DSL technologies still being widely used, according to MPA. Fixed broadband penetration
in the Philippines trails significantly behind that of regional peers, with penetration rates of only 14% overall and
only 6% on high-speed broadband—the former compared to 59%, 44% and 38% for Vietnam, Thailand, and
Malaysia, respectively, and the latter compared to 28%, 27% and 26% for Vietnam, Thailand, and Malaysia,
respectively, as of December 31, 2019, according to MPA. This is despite the fact that 75% of Philippine
households were able to afford fiber broadband at an entry price of approximately U.S.$30 (₱1,500) per month
(including 12% VAT), as of December 31, 2019, according to MPA. As a result, Philippine consumers (i)
experience slower internet speeds, with an average fixed broadband speed of only 24 Mbps, compared to 150
Mbps, 80 Mbps and 43 Mbps for Thailand, Malaysia and Vietnam, respectively and (ii) experience less reliable
connections compared to such countries, as of March 2020, according to MPA.
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This is despite the fact that the Philippines has very significant and rapidly growing demand for broadband
connectivity, underpinned by the following drivers:
•

The country’s large estimated population of 109 million with a median age of 25.7 (December 31, 2020
estimate) are among the youngest and among the most internet-savvy in Asia, according to MPA.
Filipinos spend more time on the internet, at nearly 10 hours per day, and on social media, at nearly 4
hours per day, than in Indonesia, Thailand, Malaysia and Vietnam in 2019, according to MPA.
Furthermore, internet usage has shifted increasingly towards data consumption, with Filipinos estimated
to have consumed 50% of their video content online in 2019, increasing from 20% in 2015, according to
MPA.

•

The Philippines is home to a thriving technology-enabled services industry, including a world-class
business process outsourcing (“BPO”) sector that ranks second in the world after India, for which
connectivity is essential to meeting customers’ expectations, according to MPA. This is fueling multisector growth such as in retail and financial services, and supporting rising disposable income per capita
for its workers, according to MPA.

•

The Philippine overseas Filipino worker (“OFW”) population is the largest in Southeast Asia as of
December 31, 2019, which drives significant spending on high-speed and reliable connectivity in order
to communicate and stay connected with family and friends, often utilizing data-heavy live video
platforms, according to MPA. OFW remittance to the Philippines, amounting to U.S.$30 billion or 8%
of the country’s GDP in 2019, was more than that of any other Southeast Asian nation for the same
period, both in absolute and per capita terms, according to MPA.

•

The need for high-speed fixed broadband has amplified following the onset of COVID-19, and the growth
in demand has accelerated as the new social norms of social distancing and WFH have set in. According
to the Residential Survey, approximately 66% and 43% of respondents, respectively, reported a 30% or
more increase in home internet usage and spending during the ECQ period. In addition, according to the
Enterprise Survey, over 80% and 70% of respondents, respectively, indicated that WFH would remain
in place going forward, even after the end of the ECQ period, and that their businesses would be willing
to cover their employees’ home internet expenses in light of WFH.

These supply-demand dynamics have given rise to significant unserved demand for fixed broadband services. In
2019, unserved demand for residential fixed broadband is estimated to be as large as U.S.$4.2 billion in revenues,
which is 4.3 times the fixed broadband market size of approximately U.S.$1 billion in revenues, according to
MPA. The total addressable market is forecasted to grow by another U.S.$1.7 billion in revenues to reach U.S.$6.9
billion in revenues by year-end 2025, based on MPA estimates. We believe that the significant scale of such
unserved demand serves as fertile ground for multiple operators in the market, especially Converge, to thrive, and
provides a multi-year runway for these operators to grow rapidly. See “Risk Factors—Risks relating to the
Philippines—Public health crises or outbreaks of diseases could have an adverse effect on economic activity in
the Philippines, and could materially and adversely affect our business, financial condition and results of
operations; —Risks relating to the Philippines—Our business activities and assets are based in the Philippines,
therefore, any downturn in the Philippine economy could have a material adverse impact on our business,
financial condition, results of operations, and prospects.” See also “Business—Recent Developments—A new
normal has emerged due to COVID-19, driving a permanent paradigm shift in connectivity requirements.”
We believe that the Philippine fixed broadband market is currently at an inflection point, with Converge, in
particular, serving as a catalyst for market growth as it continues to lead efforts to address current unserved
demand. Broadband subscriptions have recently begun to increase significantly, and we expect this trend to
accelerate over the next five years, following the trajectory that other comparable Asian countries (such as
Thailand) experienced in the last five years, according to MPA. In addition, the Philippines crossed the GDP per
capita threshold of U.S.$3,000, which typically marks a turning point for consumption growth, according to MPA.
We expect demand for broadband subscriptions to increase as supply continues to meet the significant latent
demand. Fiber broadband penetration in the Philippines is expected to triple from an estimate of 9% for 2020 to
27% by 2025, according to MPA.
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Focused exclusively on the Philippine high-speed fixed broadband market as a pure-play fixed broadband
operator
We are the only pure-play fixed broadband provider with an exclusive focus on serving the Philippine fixed
broadband market, according to MPA. Our Founders, CEO Mr. Dennis Anthony H. Uy and President and Chief
Resources Officer, Ms. Maria Grace Y. Uy, established and expanded Converge with a vision—to build a business
dedicated to providing high-speed fixed broadband access to millions of unserved and underserved households
and businesses across the Philippines. Our organization has been focused on understanding and serving the needs
of fixed broadband customers. As a result, we believe that we are well-positioned to grow our subscriber base as
we continue to expand our coverage and deepen our presence. Furthermore, we are not constrained by legacy
infrastructure or dated service models, which we believe makes us more agile and adept at anticipating and
addressing customer needs.
This vision is supported and shared by our professional management team, who have an average of 28 years of
relevant experience with major multinational companies such as Globe Telecom, NTT DOCOMO, IBM, General
Electric, Morgan Stanley and PwC. Under their stewardship, we have achieved significant scale: for 2019, our
Pro Forma Adjusted EBITDA was ₱4,665.2 million (U.S.$93.6 million) and for the six months ended June 30,
2020, our EBITDA was ₱3,313.8 million (U.S.$66.5 million), respectively. We have also delivered marketleading revenue growth (CAGR of 69% from 2016 to 2019 and 65% year-on-year growth in the first half of 2020),
profitability (51.0% Pro Forma Adjusted EBITDA margin for 2019 and 51.1% EBITDA margin for the six months
ended June 30, 2020) and capital efficiency (19.7% and 18.6% ROIC for 2019 and for the six months ended June
30, 2020 (annualized), respectively). This compares favorably to the average of selected comparable peers in the
industry with revenue growth of 4.8% 1, EBITDA margin and ROIC for 2019 of 44.5% and 9.5%, respectively,
and EBITDA margin and annualized ROIC of 43.2%, and 9.0% 2 for the six months ended June 30, 2020,
respectively, according to MPA.
Our vision and exclusive focus on the fixed broadband market are deeply ingrained in our organization, which we
believe permeates all aspects of our operations, including our network rollout, product and service offerings, sales
and customer service.
•

Network Rollout: Our rollout strategy is executed by our experienced construction management
company, MetroWorks ICT Construction, Inc. (“MetroWorks”). As a wholly-owned subsidiary of
Converge, MetroWorks is fully dedicated to serving Converge as its sole customer. Through
MetroWorks, we retain full visibility over our end-to-end network design and rollout functions that
allows us to anticipate the needs of our customers, and tailor and execute our network rollout plans. For
example, in anticipation of our subscribers’ preference for faster internet speeds, since early 2018, we
have strategically prioritized FTTH roll-outs and approximately 90% of the ports rolled out since early
2019 have been FTTH ports. FTTH is the latest available technology in the market that is capable of
delivering fast internet speeds and is the more predominant type of network used in advanced markets.

•

Product Offering: We design our offerings to meet the evolving demands of our customers. In 2017, we
launched our flagship entry-level FTTH product, FiberX 1500, which is tailored specifically for the
middle-income Philippine household that forms the core of our target customer base. The FiberX 1500
plan provides maximum download speeds of 25Mbps with no data caps, at a price point of ₱1,500 per
month (approximately U.S.$30, inclusive of VAT), which we believe optimally meets our target
customers’ priorities for internet speed, connection reliability and value for money. The plan’s popularity
is evident in its subscriber base, which has grown almost 19 times from approximately 25,000 as of
December 31, 2017 to approximately 465,000 as of June 30, 2020. In addition, we believe that we were
among the first in the market to remove data caps on residential packages in 2016 and among the first to
introduce bandwidth add-ons for our residential subscribers in 2018.

•

Residential Sales: For our Residential Business, we employ a multi-channel (offline and online) sales
strategy that is tailored to penetrate different sub-markets in the fixed broadband market. In particular,
we have been uniquely able to attract new customers through word-of-mouth advocacy, including via
our “Member-Get-Member” customer referral program. According to the Residential Survey, we
received an NPS of +83, compared to an average NPS of +33 for the other operators, with NPS being a
measure of the likeliness that a subscriber will recommend its broadband provider to their family, friends

1

For the years 2017-2019.

2

Link Net annualized data as of the first quarter of 2020.
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and colleagues. According to the Residential Survey, 58% our existing customers first heard about us
from word-of-mouth publicity, and 84% are likely to recommend Converge to others.
•

Residential Customer Service: Our goal is to provide our residential customers with a seamless
experience across the customer journey from customer onboarding through installation, bill payment,
and customer care. We are focused on leveraging technology and user-friendly online tools to improve
the customer journey, which in turn reduces customer effort, increases customer satisfaction, reduces
costs and enables scale. For example, we designed an online self-service portal, GoFiber.ph (formerly
iConverge), which allows potential customers and subscribers to interact with us directly and apply, pay
for, and manage, their subscription online. We recently launched our mobile application, Converge
Xperience App, which is geared towards simplifying and enhancing our customers’ billing, status
monitoring, and aftersales customer experience.

•

Enterprise Solutions and Services: We employ sales strategies tailored to different classes of Enterprise
Business customers. These include: (i) sales teams for Large Enterprises that are organized around a set
of high-priority industry verticals such as BPO, financial services and retail that enable our account
managers to gain a deeper understanding of industry-specific requirements and (ii) sales teams for our
Corporate and SME sales teams that are more geographically focused, to be able to quickly attend to
customers’ requirements at a local level. For example, we responded to a tender by a multilateral
institution for direct internet access by designing a tailored solution that met the client’s needs and
implementing such design within a tight timeline.

Superior offering rooted in a deep understanding of customers’ priorities
We believe that our deep understanding of our customers’ needs and priorities is key to our success, which has
translated into the significant growth of our residential customer and revenue base. Our residential subscriber base
grew tenfold, between 2016 and June 30, 2020 and our residential revenue base increased at a CAGR of 95%
between 2016 and 2019 and at a year-on-year growth rate of 84% in the first half of 2020. We believe that this
growth was driven by our ability to attract high-quality subscribers from both sources—first-time fixed broadband
users and subscribers switching from other operators—as well as maintaining high subscriber retention rates,
while sustaining average revenue per user (“ARPUs”) at healthy levels.
The Residential Survey showed that we outperformed other providers across the top criteria that customers
consider in choosing operators and products: internet speed, connection reliability, perception of affordability and
customer service.
•

Speed: We provide connections that were approximately 2.2 times faster than our competitors, according
to MPA. As of February 2020, we were ranked by Netflix as the #1 internet service provider in terms of
speed and performance during prime-time hours for 40 months consecutively.

•

Connection Reliability: We provide connections that were approximately 2.3 times more reliable than
our peers, according to MPA. In addition, 67% of surveyed Converge subscribers rarely experienced any
downtime, which is significantly higher than the experience of other operators’ customers.

•

Perception of Affordability: Surveyed subscribers also perceived us to be more affordable. We received
the highest rating of 8.3 out of 10 for affordability, which is 17% higher than other operators, according
to MPA.

•

Customer Service: We believe that we provide superior customer service across the customer lifecycle
and surveyed subscribers were more satisfied with our customer service than that of other operators,
including higher satisfaction on installation time and faster resolution rate in resolving reported issues.

As a result, respondents of the Residential Survey rated us highest on key measures of satisfaction, loyalty and
advocacy than those of our peers. Respondents rated Converge highest for:
•

Satisfaction, with an overall satisfaction rating that was 17% higher than those of other operators and a
value-for-money perception rating that was 18% higher than those of other operators;
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•

Loyalty, with a likeliness of churning that is only one eighth that of other operators, and being the
overwhelming choice for subscribers contemplating a switch, with 60% of respondents contemplating a
switch indicating a preference to switch to Converge;

•

Advocacy, with an NPS of +83, compared to an average NPS of +33 for other operators. In addition,
72% of non-Converge respondents indicated that they would subscribe to Converge once our service
becomes available in their area.

As a result of our service proposition, we have been able to (a) add customers quickly, (b) maintain low churn
rates and (c) maintain a healthy ARPU level.
•

Subscriber growth: We continue to be the fastest-growing fixed broadband operator in the country,
consistently capturing a majority market share of new residential fixed broadband subscriptions since
2018 (55% in 2018, 56% in 2019 and 58% in the first half of 2020), according to MPA. This growth was
primarily driven by our unique ability to attract customers who are subscribing to fixed broadband
services for the first time, with these first-time subscribers comprising the majority of our new gross
subscriber additions since 2018. Notably, in the first half of 2020 and for the month of July 2020, over
approximately 82% and approximately 92%, respectively, of our gross subscriber additions in Metro
Manila and South Luzon were first-time users of fixed broadband.

•

Retention: Our monthly residential churn rate was 0.6% in 2019 and 0.7% in the first half of 2020,
compared to the industry baseline of approximately 1% to 2%, according to MPA. We believe that the
low churn rate reflects our customers’ positive experience with our service and our ability to meet or
exceed our customers’ expectations on product quality, value for money and customer service.

•

ARPU: Our Residential Business ARPU steadily increased from ₱1,191 in 2017 to ₱1,270 in the first
half of 2020, primarily driven by (i) the increasing contribution of FTTH subscribers in our customer
mix, as our FTTH subscribers generally have a higher ARPU than our HFC subscribers, and (ii) the
upselling of premium packages, such as our FiberXtreme packages, or add-on products, such as our
popular “10-for-99” product which allows our FiberX 1500 subscribers to add 10Mbps of bandwidth for
an additional service fee of ₱99 per month.

An extensive and proprietary end-to-end fiber infrastructure, with in-house expertise in network rollout
We own and operate a proprietary, end-to-end fiber network in the Philippines that extends from the backbone to
the last mile. We have invested significant capital, including an aggregate of approximately ₱26.7 billion
(U.S.$535.6 million) in 2016 through June 30, 2020, in order to primarily build out our fiber network. At over
35,000 kilometers in length as of June 30, 2020, and with an average age of fiber of 1.0 year as of June 30, 2020,
our fiber network is among the most extensive and newest in the Philippines, according to MPA. Our network is
comprised of a fiber backbone that stretches from the northernmost tip of Luzon Island to its southernmost end
with extensions to Visayas and Mindanao underway and on-track to be completed by 2021, as well as a fiber
distribution and last-mile network that spans over 200 cities and municipalities across Luzon, including Metro
Manila, the nation’s capital, as of June 30, 2020. Our network covered in aggregate approximately 4.1 million
homes passed, covering 28% of households in Luzon (based on 14.4 million households in Luzon as of December
31, 2018, according to MPA) and 17% of households nationwide (based on 24.8 million households nationwide
as of December 31, 2019, according to MPA).
As of June 30, 2020, our high-speed network, which is comprised of 87% FTTH and 13% HFC (based on the total
length of our deployed network), is technologically superior to the broadband networks of the other operators,
which are predominantly copper, according to MPA. Home broadband connections provided on our fiber network
can offer speeds that are up to 100 times faster than those provided on the legacy copper networks of the other
operators, according to MPA. Moreover, we are building our nationwide backbone with ample capacity, with
seven-way micro ducts each equipped with up to 144 fiber pairs, of which only two are anticipated to be utilized
in the next five years. We believe that the additional capacity will accommodate future demand. In addition, we
believe that our backbone is designed to be resilient, with a ring architecture and route diversity, allowing highly
reliable connections. This enables us to provide a significant step-up in maximum speeds (up to 1 Gbps, 40 times
more than that provided under our flagship entry-level fiber plan, FiberX 1500), while maintaining high
connection reliability and without requiring a costly retrofit as we scale our network.
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MetroWorks is core to our ability to build a proprietary end-to-end fiber infrastructure that differentiates us from
other industry players, according to MPA. As a wholly-owned subsidiary of Converge, MetroWorks is fully
dedicated to serving Converge as its sole customer. Through MetroWorks, we retain full control over our end-toend strategic network design and rollout planning functions. We believe MetroWorks is core to our ability to
execute our network rollout at a faster pace and a lower cost than the industry, as well as to maintain strong quality
control.
We work directly with more than 100 full turnkey contractors (“FTK”) and semi-turnkey contractors (“STK”) to
carry out construction of our nationwide fiber network, and we manage these contractors in-house. We employ
among the latest and most specialized network construction technologies, including horizontal directional drilling
(“HDD”) technology (to install cable underground through a vertical hole instead of digging a trench on the
surface) and microtrenching (“MT”) technology (to install cable underground by creating a trench that is generally
not more than two inches wide and not more than two feet deep, minimizing any disturbance on the surface). We
ensure quality controls through direct regular preventive maintenance and inspection of our fiber network and
optoelectronic equipment. Most other industry players, at the moment, outsource such activities to FTK
contractors, according to MPA.
Well-positioned to serve a fast-growing and underserved enterprise market
The Philippine enterprise fixed broadband market is significant and fast-growing, underpinned by substantial and
rapidly-growing demand for fixed broadband from Philippine businesses, particularly those in the services sector,
where internet access is critical. The country has a thriving services industry that contributed 61% of GDP in
2019, including a world-class BPO sector that is the second largest in the world after India, according to MPA.
These industries are growing at a rapid pace and have higher broadband demand than other industries, according
to MPA. Furthermore, to keep pace with the rise of the digital economy in the country, Philippine businesses are
requiring more of their employees to be connected, and are procuring higher-bandwidth, higher-quality and more
holistic connectivity solutions for their employees, according to MPA.
Yet, across all enterprise segments, this demand remains underserved, according to MPA. For larger businesses
with complex connectivity needs including the requirements for redundancy and back-up support, there is an
undersupply of reliable alternative providers, with many areas in the Philippines serviced by only one or two
enterprise operators, according to MPA. For smaller businesses with simpler connectivity requirements but for
whom connectivity represents a critical need, many are unserved with more than two thirds of all MSMEs
(microbusinesses and SMEs) not having access to fixed broadband in 2019, according to MPA. As a result, there
is significant market opportunity to address underserved demand and in doing so, catalyze market growth, and
therefore, MPA expects that the enterprise market would double from U.S.$788 million in revenues in 2019 to
U.S.$1.5 billion in revenues in 2025.
We believe that our enterprise platform is strategically structured to address this underserved demand, and enables
us to effectively acquire, service and grow with our customers over time.
•

Acquiring new customers: We organize our Enterprise Business around our four main target customer
groups: Large Enterprises, Corporates, SMEs, and Wholesale, and have tailored our customer acquisition
strategy to uniquely address the needs of each customer group. For our Large Enterprise, Corporate and
Wholesale segments, we have domain and industry experts serving as key account managers dedicated
to our customers. For our SMEs segment, we take an approach more similar to our Residential Business
by providing them a suite of value-for-money connectivity options, all of which provide high-speed and
high reliability connections, and come with dedicated 24-hour service desk and support teams and certain
guaranteed service level agreements (“SLAs”).

•

Serving our customers: According to the Enterprise Survey, Converge has been able to deliver in areas
that matter most for customers: Converge rates the highest in product quality (in terms of ability to meet
SLAs) as well as customer service (in terms of ability to provide high-touch, personalized and responsive
customer service). Meanwhile, Converge also rates on par with its enterprise peers in terms of value for
money, which we believe underscores the strength of our product offering and the quality of our customer
service.

•

Growing with our customers: Through our key account managers, we build and nurture our
relationships with enterprise customers over the long-term, and leveraging on the strength of such
relationships, we seek to grow with our customers as their footprint and their workforce expand, and as
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their operations become increasingly complex. According to the Enterprise Survey, respondents
indicated that they are extremely likely to recommend us to their colleagues (scoring us 9.2 out of 10, on
average), which we believe highlights our ability to grow our wallet-share with our enterprise customers
over time.
As a result of our core strengths and the implementation of our strategies, our Enterprise Business has outpaced
overall market growth by 3.6 times between 2016 and the last 12 months ended June 30, 2020, according to MPA,
resulting in our market share (in terms of enterprise revenues) increasing from 3.6% as of December 31, 2016 to
7.6% in June 30, 2020, according to MPA. In addition, we have successfully grown our enterprise subscriber base
at a CAGR of 33% between 2016 and 2019, and has continued to grow by 18% year-on-year in the first half of
2020, while maintaining healthy ARPUs. We believe that as we continue to gain market share in the enterprise
market, our credibility and brand recognition would strengthen, which in turn will drive more business referrals.
Industry-leading growth, profitability and capital efficiency, combined with a healthy balance sheet
We have a consistent track record of delivering profitable growth:
•

Our Residential Business has delivered market-leading subscriber and revenue growth since 2016. Our
residential subscriptions have increased by 10 times since 2016, from 73,633 subscribers as of December
31, 2016 to 731,563 subscribers as of June 30, 2020. As of June 30, 2020, we are the largest provider of
high-speed residential fixed broadband services by number of subscriptions with a 55% market share,
according to MPA. The ARPU of our Residential Business has remained steady since 2017 and revenues
from our Residential Business increased from ₱861.5 million in 2016 to ₱6,353.9 million (U.S.$127.5
million) in 2019 and ₱4,977.7 million (U.S.$99.9 million) in the first half of 2020, representing a CAGR
of 95% between 2016 and 2019 and a year-on-year growth rate of 84% in the first half of 2020.

•

Our Enterprise Business has also delivered market-leading growth between 2016 and the last 12 months
ended June 30, 2020, over which period, we have outpaced overall market growth by 3.6 times, making
us the fastest-growing enterprise broadband operator in the Philippines, according to MPA. Our
enterprise revenues increased from ₱1,032.5 million in 2016 to ₱2,785.6 million (U.S.$55.9 million) in
2019 and ₱1,512.2 million (U.S.$30.3 million) in the first half of 2020, representing a CAGR of 39%
between 2016 and 2019 (3.3 times market growth, according to MPA) and a year-on-year growth rate of
23% in the first half of 2020 (10.1 times market growth, according to MPA), solidifying our position as
a top-three enterprise broadband operator in the Philippines, according to MPA.

•

Taken together, our revenues increased at a CAGR of 69% from ₱1,894.0 million in 2016 to ₱9,139.5
million (U.S.$183.3 million) in 2019, and achieved a year-on-year growth of 65% from ₱3,942.4 million
in the first half of 2019 to ₱6,489.9 million (U.S.$ 130.2 million) in the first half of 2020. Our EBITDA
grew from ₱893.7 million in 2016 to ₱4,665.2 million (U.S.$93.6 million) in 2019, on a pro forma and
as adjusted basis, and to ₱3,313.8 million (U.S.$66.5 million) in the first half of 2020. We had Pro Forma
Adjusted EBITDA margin of 51.0% in 2019 and EBITDA margin of 51.1% in the first half of 2020,
which compared favorably to the average of selected comparable peers of 44.5% and 43.2% over the
corresponding periods, according to MPA.

In addition, we have adopted a disciplined approach in deploying capital to expand our fiber network, focusing
on capital efficiency to ensure consistently high ROIC. Our network rollout plans are based on anticipated demand
in each geographical area, so that we can reasonably ensure that sufficient service take-up will occur soon after
an area is ready for service. We also tightly coordinate our sales activities with network deployment, deploying
sales teams to areas just as fiber is about to be deployed. We also monitor the penetration of our homes passed
and their “vintage” – the month or period in which ports are rolled out and are subsequently utilized to provide
services to our customers, and we believe that we have continuously become more efficient at matching the
deployment of ports against take-up demand from our customers. As of June 30, 2020, we have achieved port
take-up rates approaching approximately 60% within three years and approximately 40% within 12 months, which
are four times faster than the industry, according to MPA. Notably, our latest vintages are seeing significantly
faster subscriber take-up. For example, our 2019 vintage ports were taken-up by subscribers at a pace that is nearly
twice as fast as the pace for our 2016 vintage ports. As a result, we had an ROIC of 19.7% and 18.6% for the year
ended December 31, 2019 and for the six months ended June 30, 2020 (annualized), respectively, which was
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higher than the average of selected comparable peers ROIC of 9.5% and 9.0% 3, for 2019 and the first half of 2020
(annualized), respectively, according to MPA.
We also maintain a strong and conservatively levered balance sheet, which we believe provides significant
financial flexibility for future growth. Our net debt (as measured by total debt less cash and cash equivalents) of
₱1,527.4 million (U.S.$30.6 million) as of June 30, 2020, representing a net leverage (measured by net debt as of
June 30, 2020 divided by EBITDA for the last 12 months ended June 30, 2020) of approximately 0.3 times,
provides us with sufficient headroom to execute our capital expenditure plans. As of June 30, 2020, we have also
secured up to ₱32,753.0 (U.S.$657.0 million) of long-term credit commitments from leading local banks with
attractive terms, which we believe fully funds our capital expenditure plans for the next several years.
Strategies
Build a nationwide high-speed fixed broadband network to maintain our market leadership position in the
Philippines
We believe that there is significant potential in the Philippine high-speed fixed broadband market and we will
continue to aggressively pursue this attractive “blue-ocean” market opportunity by securing a first mover’s
advantage in unserved and underserved areas on a nationwide basis.
•

We are currently expanding our domestic backbone from Luzon to Visayas and Mindanao and we expect
to provide nationwide backbone infrastructure coverage by 2021. Once completed, we believe that our
domestic backbone will be the newest, most extensive all-fiber broadband backbone in the Philippines,
which we believe will be a significant strategic advantage. Other operators have been renewing and
expanding their domestic backbone on an incremental basis, and have to operate and manage legacy
infrastructure resulting in greater complexity and cost. We are building our backbone with a highly
scalable architecture.

•

We are building our backbone network with ample capacity, with seven-way micro ducts each equipped
with up to 144 fiber pairs, of which only two-way micro ducts are anticipated to be utilized in the next
five years. In addition, we believe that our backbone is designed to be resilient and is built with
redundancy, with a ring architecture and route diversity, allowing highly reliable connections.

From the backbone, we will continue to expand our distribution and last-mile networks to existing and new
coverage areas. We have adopted a two-pronged strategy—“Go Deep” and “Go National”—for our distribution
and last-mile expansion.
•

Under our “Go Deep” strategy, we plan to deepen our penetration in existing coverage areas where we
believe there remains significant potential to increase our customer base. There are approximately 14.4
million households in Luzon (as of December 31, 2018, according to MPA), of which we have only
covered 28% as of June 30, 2020. We will continue to employ a disciplined and data and demand-driven
approach in deploying capital, with our network rollout and sales teams performing coordinated analyses
to assess the level of underserved demand within our coverage areas, and to identify key sub-localities
where coverage gaps still exist.

•

Under our “Go National” strategy, we plan to expand into new coverage areas across the Philippine
archipelago, first expanding into Cebu City in Visayas and strategically entering into other new markets
and submarkets in Visayas and Mindanao as we complete our nationwide backbone. In the same
disciplined manner in which we expanded into new locations in the past, we will apply a similar approach
as we continue to evaluate opportunities to enter into new cities by performing data-driven capital
efficiency analyses with the objective of meeting our internal ROIC hurdles for any network expansion
into new cities. There are hundreds of attractive pockets of demand in Visayas and Mindanao, including
Cebu City and Davao City, which are the second and third largest cities in the Philippines respectively.
These regions are generally not well-served or not covered by other operators, making them highly
attractive markets for Converge to expand into. We expect most new subscribers in these areas to be firsttime high-speed fixed broadband subscribers.

3

Link Net annualized data as of the first quarter of 2020.
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We also plan to continue expanding our international connectivity and secure additional proprietary access to
international subsea-cable infrastructure linking the Philippines with key regional hub markets. In August 2020,
we entered into an agreement with Telstra International Limited to purchase 5 Tbps of international bandwidth
capacity, providing a 15-year IRU on two major intra-Asia networks for an attractive cost. This 5 Tbps of
bandwidth capacity is equivalent to approximately seven times our current leased bandwidth capacity, and has
been priced at an aggregate unit cost that is meaningfully lower compared to our average contracted lease costs at
present. This IRU is subject to certain conditions. We believe that the strategic position of the Philippines, which
is centrally located between the key high-bandwidth markets of China, Southeast Asia, North Asia and the U.S.,
makes the archipelago an ideal gateway for subsea cable projects in the Asia-Pacific region.
Drive strong network take-up by leveraging a proven customer acquisition strategy
We plan to continue employing proven and effective customer acquisition strategies as we continue to expand our
network on a nationwide basis in order to further grow our customer and revenue base, while maintaining strong
profitability and ROIC.
•

Across our existing network coverage areas, our sales team will continue to focus on executing our Go
Deep strategy. In particular, our sales efforts will continue to be primarily focused on and targeted at
driving further subscriber take-up of our inventory of available ports that are already built and ready for
service. As of June 30, 2020, we have a stock of approximately 1.7 million of such available ports, which
if fully taken-up by subscribers, would yield close to an additional 1.7 million customers without the
need for further capital expenditure deployment. To that end, we have set-up a dedicated “SWAT taskforce,” reporting directly to our Head of Residential Business and our Chief Strategy Officer, which is
exclusively focused on driving utilization across our existing network, especially our older-vintage rollouts. These efforts are supplemented by our marketing team who are continuing to execute bespoke
marketing initiatives, such as on-the-ground marketing campaigns, targeted at specific submarkets or
localities where there is a high concentration of available ports. We believe that any effort to drive
subscriber take-up of available ports would be highly accretive to our ROIC.

•

As we expand our network coverage into new areas, our sales team will continue to focus on executing
our Go National strategy. We are continuing efforts to expand our sales and services organization beyond
Luzon to Visayas and Mindanao in order to continue to acquire customers on a nationwide basis. Our
customer acquisition teams are typically deployed months ahead of any new supply of port inventory
becoming available in a new area—there, they will engage in pre-marketing or early-stage marketing to
ensure that the new ports are taken-up rapidly soon after they become operational. Historically, we have
been able to acquire customers with minimal marketing expense. Going forward, we will continue to be
selective and efficient in our marketing spend as we work towards driving rapid take-up across new areas.
We plan to execute bespoke on-the-ground branding efforts (e.g., out-of-home advertising in new
coverage areas), supplemented with targeted digital marketing campaigns (e.g., by leveraging local social
media influencers)—with the dual-goal of building brand awareness and driving word-of-mouth
advocacy across new coverage areas.

Across both existing and new coverage areas, we intend to continue to leverage, and further refine our
differentiated and multi-pronged approach to customer acquisition, which have proved to be highly effective to
date.
•

In urban centers, we will continue to focus on utilizing our tele-digital sales channels (e.g., our website,
online portal, app and social media pages etc.) to drive new subscriptions, given their lower customer
acquisition cost compared to other sales channels. As we continue our digital transformation, we aim to
make subscribing even easier and more seamless for our customers, for example, by allowing customers
to complete the end-to-end sign-up, onboarding and activation process online. We have seen a surge in
online sign-ups since March 2020, in tandem with a broader, market-wide shift towards e-commerce,
which trend has been significantly accelerated since the onset of COVID-19. Between the months of
January to June 2020, the nationwide sales contribution from our tele-digital sales platform rose from
23.5% to 35.1%. We believe that leveraging our in-house sales team would also allow us to continue to
take a more personalized, differentiated and targeted approach in customer acquisition, allowing us to
continue to attract high-quality customers at lower customer acquisition costs.

•

In more regional areas, we will continue to leverage on our third-party sales channels, as well as our
business centers, to drive new subscriptions. We anticipate that we will be able to attract a steady supply
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of sales agents (who generally work with us on an exclusive basis) as we believe that our product offering
and subscriber growth give them the opportunity and incentive to complete larger volumes of sales and
earn a commensurate amount of service fees. We will continue to be selective in establishing partnerships
with sales agencies by implementing stringent vetting processes and will continue to focus on
maintaining strong relationships with sales agencies who deliver strong performance. Our third-party
sales force will continue to be supplemented by the business centers that we operate and manage inhouse. These business centers serve as “one-stop shops”, where in addition to subscribing to our
broadband services, customers can pay their bills, request for additional services or obtain other technical
assistance. These business centers tend to be popular among customers living in suburban areas or smaller
cities who continue to prefer to transact in person.
•

Across all locations, we also intend to capitalize on our growing reputation and brand recognition to
further drive word-of-mouth advocacy. In particular, we will focus on acquiring subscribers under our
customer referral program. According to the Residential Survey, a majority of our existing customers
heard about us for the first time through word-of-mouth advocacy, and we believe that there is
opportunity to further increase referrals made under our “Member-Get-Member” program. This is one of
our lowest cost-acquisition channels and can be an effective strategy to promote a positive feedback loop
to drive customer engagement and loyalty. Historically, we are have been uniquely able to attract new
customers through word-of-mouth advocacy, with respondents in the Residential Survey rating us highest
in terms of advocacy with a +83 NPS score, and with 72% of respondents indicating that they will switch
to us once our services become available at their locations. We believe that we can further leverage the
strength of our reputation and capitalize on our customers’ referrals and recommendations to drive
subscriber additions in a cost-efficient way.

We describe below two examples of our strategy to drive take-up:
•

Pampanga: One of our early successes in achieving rapid subscriber take-up was in Pampanga province
in Central Luzon. Pampanga, our Founders’ hometown and our first headquarters, is primarily engaged
in agriculture and is less affluent than Metro Manila, with approximately 600,000 households and
average household income of approximately U.S.$548 in 2018, according to data from the Philippine
Statistics Authority (“PSA data”). In 2017, we deployed approximately 20,000 ports and through the
concerted efforts of our sales and marketing teams, we achieved 50% port utilization within the first 12
months of deployment. We believe that we can replicate this quick take-up leveraging on the customer
acquisition strategies we have developed over the years.

•

Bicol Region: We have been able to achieve fast take-up rates even in among the most impoverished
regions in the Philippines, such as in the Bicol Region, which according to PSA data, has the second
lowest GDP per capita in the country. Within the Bicol Region, we recently rolled-out our fiber in the
municipality of Daet, which, according to PSA data, has more than 20% of the population living below
the poverty line. We deployed 8,000 fiber ports in Daet in the first half of 2019, on which we achieved a
utilization ratio of 50% within the first eight months of rollout. We believe that we will be able to replicate
or even surpass this rapid pace of take-up as we rollout in areas that are more affluent than our current
coverage areas.

Drive market-leading customer retention rates and residential ARPUs through improved product offerings and
customer service
We aim to maximize the revenue from our existing residential customer base and to improve overall ARPU
through upselling and cross-selling efforts.
•

Migration to higher-ARPU packages: We intend to continue to upsell higher speed broadband services
to existing customers. We believe that there is a significant opportunity to move subscribers to higher
speed packages, as approximately 90% of our FTTH residential subscribers as of June 30, 2020 are
currently subscribed to our entry-level FTTH plan, FiberX 1500. We also intend to continue to migrate
our existing HFC customers onto FTTH packages, with the latter being higher ARPU.

•

New product launches: We will continue to seek to improve our product and service offering in
anticipation of increasing customer expectations for faster, more reliable connections. We have been
among the first to bring several key new products to the market, and we intend to continue to innovate.
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•

Differentiated pricing strategies: We will continue to target different subscriber segments with
differentiated pricing strategies. For example, we plan to introduce a “Time of Day” product that allows
subscribers to modify their bandwidth (and corresponding price) to better match their actual usage
patterns. As such, subscribers who require more bandwidth on certain times (e.g., during business hours
under WFH arrangements) can upgrade their service for those particular times. We believe that in
addition to enhancing ARPU, this initiative will increase customer satisfaction and loyalty.

We intend to continue to implement initiatives aimed at maintaining and improving customer service. In
particular, we intend to intensify our digital transformation efforts, including efforts on:
•

Customer Onboarding: We intend to further digitize our customer onboarding process and to further
promote the use of our online self-service portals, enabling more customers to complete the end-to-end
customer onboarding process tele-digitally.

•

Bill Payment: We intend to further expand our payment options to include new digital payment channels
to offer a frictionless experience to digitally-savvy customers.

•

After-sales Services: We recently launched an after-sales mobile application, Converge Xperience, to
provide customers with a convenient way to manage their accounts, ask for help, order new circuits or
add-ons, pay their bills and access our knowledge base.

•

Customer Engagement: We have commenced efforts to improve our digital and social media presence
and engagement. We plan to actively engage with our subscribers on various social media channels and
online forums.

Further penetrate the enterprise market
We believe that the enterprise market represents a significant growth opportunity for us and we plan to further
penetrate the enterprise market by continuing to (i) leverage on our nationwide fiber network to provide expanded
coverage for our enterprise clients; (ii) drive new enterprise subscriptions through our proven and differentiated
sales and solutioning strategies; (iii) build customer satisfaction and loyalty by nurturing a long-term, symbiotic
relationship with each enterprise client; and (iv) increase our share of wallet with our enterprise customers over
time as their businesses grow and prosper, and their connectivity needs increase.
In tandem with our nationwide network rollout, we are continuing to expand our network coverage for our
Enterprise Business such that our services become accessible to an increasing pool of potential enterprise
customers. According to the Enterprise Survey, 88% of non-Converge enterprise respondents have indicated that
their businesses would subscribe to our enterprise services if we extended our network coverage to the locations
where their businesses operate. To that end, we are continuing to undertake a systematic effort to install our fiber
or “fiberize” the major commercial buildings key business hubs across the Philippines, in cooperation with some
of the largest commercial real estate operators in the country. As of June 30, 2020, we have signed agreements
that allow us to fiberize hundreds of commercial buildings in Metro Manila, where the nation’s capital is located,
where the majority of our Large Enterprise clients are headquartered. We also intend to collaborate with various
strategic parties such as major commercial real estate developers and building owners to jointly roll out last-mile
networks into their commercial properties as those properties are being developed.
With an expanded network coverage, we plan to grow our enterprise customer base by continuing to execute on
our proven strategies in marketing, sales and solutioning, not only in urban metropolitan centers but also in other
emerging business centers across the Philippines. We plan to continue to employ differentiated sales strategies
tailored to different classes of Enterprise Business customers. For our Large Enterprise segment, we plan to
continue to strengthen existing and develop new industry verticals, prioritized based on market potential, within
our sales organization. For our Corporate and SME segment, we will continue to expand our geographicallyfocused sales organization, to be able to quickly attend to customers’ requirements and employ bespoke customer
outreach programs as well as local sales blitzes at a district or even building level.
We will continue to focus on building long-term, symbiotic relationships with our customers in order to build
customer satisfaction and loyalty. Historically, we have been able to strengthen our partnerships with our
enterprise clients by delivering in areas that matter most to them: in the Enterprise Survey, we were rated highest
in product quality (in terms of our ability to meet SLAs) and customer service (in terms of our ability to provide
high-touch, personalized and responsive customer service). Going forward, we intend to further leverage the use
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of domain and industry experts as key account managers to serve as the single point of contact for our enterprise
clients. Additionally, we plan to “consumerize” our Enterprise Business by streamlining the end-to-end enterprise
customer journey, making each customer touch-point more seamless and straightforward. This will involve
investing in technology to enable self-service processes for enterprise customers and will require automation and
greater operational coordination to reduce variability in business processes.
Finally, leveraging on the strength of our customer relationships, we will seek to deepen our wallet share with
them as their businesses and their corresponding connectivity needs grow. We plan to continue to follow our
customers as they expand their footprint and their workforce, and provide more connectivity solutions to them.
We plan to continue to innovate and introduce tailored, fit-for-purpose solutions that would address our customers’
evolving needs. For example, since the onset of COVID-19, we assisted several enterprise customers with the
installation of broadband internet connections at their employees’ homes. Furthermore, we plan to continue to
build ecosystem-based partnerships with some of our largest and most strategic accounts, which will help us gain
access to our customers’ extensive branch or office networks and their ecosystem of customers, employees,
suppliers and distributors, in order to serve the connectivity needs of their entire value chain. For example, in the
case of a financial institution such as a bank, our relationship could begin with providing basic internet
connectivity solutions for its office headquarters, administrative office and other core banking operations.
Following this, we can introduce our private data network solutions to connect its bank branches, ATM networks
as well as its security network and the WFH requirements of its employees. Eventually, we will plan to provide
cloud solutions and other services that will feature the Converge brand, which the bank’s customers could then
consider for their own personal or business needs. Thus, we are able to expand our presence beyond the bank by
becoming a visible and integral part of the bank’s daily operations.
We believe that by executing a holistic suite of enterprise growth strategies, we will be able to capture a larger
share of the enterprise market that is proportional to our expanding network presence and growing residential
market share
RISKS OF INVESTING
Before making an investment decision, prospective investors should carefully consider the risks associated with
an investment in the Offer Shares. Certain of these risks are discussed in the section entitled “Risk Factors” and
include risks relating to our businesses, risks relating to the Philippines, risks relating to the Offer and the Offer
Shares and risks relating to certain information in this Prospectus.
INVESTOR RELATIONS OFFICE
The investor relations office will implement the investor relations program in order to reach out to all shareholders
and keep them informed of corporate activities. The office will also handle communication of relevant information
to our stakeholders as well as to the broader investor community. The investor relations office will also be
responsible for receiving and responding to investor and shareholder queries relating to our Company.
Ms. Joan Tyrine D. Felipe has been appointed by the Board as the head of the investor relations office and to serve
as our Investor Relations Officer (“IRO”). The IRO will ensure that we comply with and file on a timely basis all
required disclosures and continuing requirements of the Philippine SEC and the PSE. In addition, the IRO will
oversee most aspects of the shareholder meetings, press conferences, investor briefings, and management of the
investor relations portion of our website,
The investor relations office will be located in our principal place of business with contact details as follows:
Landline: +63 2 8667 0888
E-mail: Investors.Relations@convergeict.com
Website: corporate.convergeict.com
COMPANY INFORMATION
We are a Philippine corporation organized under the laws of the Philippines. Our registered principal office
address is at New Street Building, McArthur Highway, Balibago, Angeles City, Pampanga, Philippines. We also
have an office at Reliance IT Building, 99 E. Rodriguez Jr. Avenue, Brgy. Ugong, Pasig City 1604, Philippines,
with telephone number: +63 2 8667 0888. Our corporate website is www.convergeict.com. Information in our
website is not incorporated by reference into, and does not form part of, this Prospectus.
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SUMMARY OF THE OFFER
The following does not purport to be a complete listing of all the rights, obligations, and privileges attaching to
or arising from the Offer Shares. Some rights, obligations, or privileges may be further limited or restricted by
other documents and subject to final documentation. Prospective investors are enjoined to perform their own
independent investigation and analysis of our Company and the Offer Shares. Each prospective investor must rely
on its own appraisal of our Company and the Offer Shares and its own independent verification of the information
contained herein and any other investigation it may deem appropriate for the purpose of determining whether to
invest in the Common Shares and must not rely solely on any statement or the significance, adequacy, or accuracy
of any information contained herein. The information and data contained herein are not a substitute for the
prospective investor’s independent evaluation and analysis.
Issuer ...........................................................

Converge Information and Communications Technology
Solutions, Inc.

Selling Shareholders ...................................

Comclark Network and Technology Corporation and
Coherent Cloud Investments B.V.

Joint Global Coordinators and Joint
Bookrunners ...............................................

Morgan Stanley Asia (Singapore) Pte. and UBS AG
Singapore Branch

Sole Local Coordinator, Joint Local
Underwriter and Joint Bookrunner..........

BPI Capital Corporation

Joint Local Underwriter and Joint
Bookrunner .................................................

BDO Capital & Investment Corporation

International Joint Bookrunners ..............

Credit Suisse (Singapore) Limited and Merrill Lynch
(Singapore) Pte. Ltd.

Local Participating Underwriters .............

Asia United Bank Corporation, First Metro Investment
Corporation, Maybank ATR Kim Eng Capital Partners, Inc.,
PNB Capital and Investment Corporation and RCBC Capital
Corporation

Local Selling Agents ...................................

China Bank Capital Corporation and SB Capital Investment
Corporation

Selling Agents..............................................

PSE Trading Participants

The Offer .....................................................

Offer of up to 1,505,273,510 Firm Shares, consisting of up
to 480,839,941 Primary Shares to be offered and issued by
the Company and up to 1,024,433,569 Secondary Shares
offered by the Selling Shareholders, together with an offer
of up to 225,791,026 Option Shares by the Selling
Shareholders pursuant to the Overallotment Option (as
described below).

Institutional Offer ......................................

Up to 1,053,691,310 Firm Shares (about 70% of the Firm
Shares) are being offered for sale: (i) outside the United
States by the International Bookrunners in offshore
transactions in reliance on Regulation S of the U.S.
Securities Act, (ii) within the United States through the
International Bookrunners’ U.S. registered broker-dealer
affiliates to QIBs in reliance on Rule 144A under the U.S.
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Securities Act, and (iii) to certain qualified buyers and other
investors in the Philippines, by the Joint Local Underwriters
and Joint Bookrunners. The Option Shares will form part of
the Institutional Offer.
The Institutional Offer includes the Cornerstone Shares
allocated to Cornerstone Investors. Assuming an Offer
Price of ₱19.00, the Cornerstone Shares represent no less
than approximately 33.6% of the Offer Shares (assuming
full exercise of the Overallotment Option) and
approximately 38.6% of the Offer Shares (excluding any
Option Shares). See “Plan of Distribution—Institutional
Offer—Cornerstone Investment Agreements” on page 271 of
this Prospectus.
The allocation of the Offer Shares between the Trading
Participants and Retail Offer and the Institutional Offer is
subject to adjustment as agreed between our Company, the
Selling Shareholders, the International Bookrunners and the
Joint Local Underwriters and Joint Bookrunners, as well as
oversubscription or undersubscription of either or both the
Trading Participants and Retail Offer and the Institutional
Offer. See “—Reallocation” below.
Trading Participants and Retail Offer .....

Up to 451,582,200 Firm Shares (about 30% of the Firm
Shares) (the “Trading Participants and Retail Offer
Shares”)
Up to 301,054,800 Trading Participants and Retail Offer
Shares (about 20% of the Firm Shares) are being allocated to
all of the PSE Trading Participants at the Offer Price and up
to 150,527,400 Trading Participants and Retail Offer Shares
(about 10% of the Firm Shares) are being allocated at the
Offer Price to local small investors (“LSIs”).
Each PSE Trading Participant shall initially be allocated
2,351,900 Firm Shares. Based on the initial allocation for
each PSE Trading Participant, there will be a total of 11,600
residual Firm Shares to be allocated as may be determined
by the Joint Local Underwriters and Joint Bookrunners.
Each LSI applicant may subscribe up to a minimum of [500]
Firm Shares at the Offer Price. The Joint Local Underwriters
and Joint Bookrunners shall purchase the Trading
Participants and Retail Offer Shares not reallocated to the
Institutional Offer or otherwise not taken up by the PSE
Trading Participants or clients of the Joint Local
Underwriters and Joint Bookrunners or the general public in
the Philippines pursuant to the terms and conditions of the
Domestic Underwriting Agreement.
The allocation of the Offer Shares between the Trading
Participants and Retail Offer and the Institutional Offer is
subject to adjustment as agreed between our Company, the
Selling Shareholders, the International Bookrunners and the
Joint Local Underwriters and Joint Bookrunners, as well as
oversubscription or undersubscription of either or both the
Trading Participants and Retail Offer and the Institutional
Offer. See “—Reallocation” below.
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Offer Price...................................................

Up to ₱19.00 per Offer Share

Overallotment Option ................................

Subject to the approval of the Philippine SEC, the Selling
Shareholders have granted the Stabilizing Agent, UBS AG
Singapore Branch and its relevant affiliates, an option,
exercisable in whole or in part, to purchase up to
225,791,026 Option Shares at the Offer Price, on the same
terms and conditions as the Offer Shares as set out in this
Prospectus and effect price stabilization transactions. The
Overallotment Option is exercisable from time to time for a
period which shall not exceed 30 calendar days from and
including the Listing Date. See “Plan of Distribution—The
Overallotment Option” on page 272 of this Prospectus.

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

We intend to use our net proceeds from the Offer primarily
for capital expenditure requirements to accelerate our
nationwide fiber network rollout and other general corporate
purposes. See “Use of Proceeds” on page 66 of this
Prospectus.

Minimum Subscription and Board Lot ....

Each application must be for a minimum of 500 Common
Shares, and thereafter, in multiples of 100 Shares (the
“Board Lot”). Applications for multiples of any other
number of Shares may be rejected or adjusted to conform to
the required multiple, at our discretion.

Reallocation.................................................

The allocation of the Offer Shares between the Trading
Participants and Retail Offer and the Institutional Offer is
subject to adjustment as agreed between us, the Selling
Shareholders, the International Bookrunners and the Joint
Local Underwriters and Joint Bookrunners. In the event of
an under-application in the Institutional Offer and a
corresponding over-application in the Trading Participants
and Retail Offer, Firm Shares in the Institutional Offer may
be reallocated to the Trading Participants and Retail Offer. If
there is an under-application in the Trading Participants and
Retail Offer and if there is a corresponding over-application
in the Institutional Offer, Firm Shares in the Trading
Participants and Retail Offer may be reallocated to the
Institutional Offer. The reallocation shall not apply in the
event of over-application or under-application in both the
Trading Participants and Retail Offer, on the one hand, and
the Institutional Offer, on the other hand.

Lock-up .......................................................

Under the PSE Consolidated Listing and Disclosure Rules,
existing shareholders who own an equivalent of at least 10%
of the issued and outstanding Common Shares as of the
Listing Date cannot sell, assign or in any manner dispose of
their Shares for a minimum period of 180 days after the
Listing Date. Thus, the following shall be subject to such
lock-up period:
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Shareholder
Comclark
Network
Technology Corp.

and

No. of Shares Subject to
180-day Lock-up Period
4,760,299,018*

*Assuming the Overallotment Option is fully exercised or 4,803,589,103
common shares if the Overallotment Option is not exercised

In addition, if there is any issuance or transfer of Common
Shares (i.e., private placements, asset for shares swap or a
similar transaction) or instruments which lead to issuance of
Common Shares (i.e., convertible bonds, warrants or a
similar instrument) completed and fully paid for within 180
days prior to the start of the Offer, and the transaction price
is lower than that of the Offer Price in the initial public
offering, all such Shares issued or transferred shall be
subject to a lock-up period of at least 365 days from full
payment of such Shares.
The following are covered by the 365-day lock-up
requirement:

Shareholder

Coherent Cloud Investments B.V.

No. of Shares Subject to
365-day Lock-up Period

1,034,930,900*

Jose Pamintuan de Jesus

1

Amando M. Tetangco, Jr.

1

Roman Felipe S. Reyes

1

Francisco Ed. Lim

1

Saurabh N. Agarwal

1

*Assuming the Overallotment Option is fully exercised or 1,217,431,841
Common Shares if the Overallotment Option is not exercised
Note:
In connection with the Offer, Coherent Cloud has committed to exercise its
conversion right to convert all Preferred Shares held in its name to Common
Shares on the Pricing Date. In a letter dated September 28, 2020, the PSE
confirmed that the resulting Common Shares forming part of the Offer would
not be subject any regulatory lock-up, provided that any such Common
Shares remaining after the Offer would be subject to the regulatory lock-up.

To implement the lock-up requirement, we and the
foregoing shareholders shall enter into an escrow agreement
with the Philippine National Bank (“PNB”).
See “Principal and Selling Shareholders—PSE Lock-up
Requirement” on page 239 of this Prospectus and “Plan of
Distribution— Lock-Up” on page 273 of this Prospectus.
Listing and Trading ...................................

We have filed an application with the Philippine SEC for the
registration, and an application with the PSE for the listing,
of the Offer Shares and all our issued and outstanding
Common Shares. The Philippine SEC is expected to issue
the Order of Effectivity and Permit to Sell on or about
October 9, 2020 and the PSE approved the listing
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application on September 30, 2020, subject to compliance
with certain listing conditions.
All of the Offer Shares in issue or to be issued are expected
to be listed on the Main Board of the PSE under the symbol
“CNVRG”. See “Description of the Shares” on page 246 of
this Prospectus.
All of the Offer Shares are expected to be listed on the PSE
on or about October 26, 2020. Trading of the Offer Shares
that are not subject to lock-up is expected to commence on
or about October 26, 2020.
Dividends and Dividend Policy .................

We are authorized to declare dividends. A cash dividend
declaration requires approval from the Board. A stock
dividend declaration requires the further approval of
shareholders representing not less than two-thirds of our
outstanding capital stock. Dividends may be declared only
from available unrestricted retained earnings.
We do not intend to make any dividend payments in the
short to medium term, as we currently intend to retain all
future earnings to finance the expansion of our business,
which may require undertaking major projects and
developments requiring substantial cash expenditures. Our
Board, may, at any time, modify such dividend policy
depending upon the results of operations and future projects
and plans and other considerations.
See “Dividends and Dividend Policy” on page 70 of this
Prospectus.

Restrictions on Ownership ........................

The Offer Shares will be in scripless form and may be
purchased and owned by any person or entity regardless of
citizenship or nationality, subject to the nationality limits
under Philippine law. The Philippine Constitution and
related statutes set forth restrictions on foreign ownership
for companies engaged in certain activities. We operate as a
public utility and also own certain real estate in the
Philippines. As such, foreign equity in our Company cannot
exceed 40.0% of our total outstanding capital stock. For
more information relating to restrictions on the ownership of
the Common Shares, please see “Description of the Shares”
and “Regulatory and Environmental Matters—Foreign
Investment Laws and Restrictions.”

Transfer Restrictions .................................

The Institutional Offer Shares are being offered for sale: (i)
outside the United States by the International Bookrunners
in offshore transactions in reliance on Regulation S of the
U.S. Securities Act, (ii) within the United States through the
International Bookrunners’ U.S. registered broker-dealer
affiliates to QIBs in reliance on Rule 144A under the U.S.
Securities Act, and (iii) to certain qualified buyers and other
investors in the Philippines, by the Joint Local Underwriters
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and Joint Bookrunners. The Offer Shares have not been and
will not be registered under the U.S. Securities Act. The
Offer Shares may be subject to certain transfer restrictions as
described herein. See “Plan of Distribution—The
Institutional Offer.”
Registration of Foreign Investments .........

Restriction on Issuance and Disposal of
Shares ..........................................................

The BSP requires that investments in shares of stock funded
by inward remittance of foreign currency be registered with
the BSP only if the foreign exchange needed to service
capital repatriation or dividend remittance will be sourced
from the Philippine banking system. The registration with
the BSP of all foreign investments in the Offer Shares shall
be the responsibility of the foreign investor. See “Regulatory
and Environmental Matters—Foreign Investment Laws and
Regulations relating to Restrictions on Foreign Equity—
Registration of Foreign Investments and Exchange
Controls” on page 226 of this Prospectus.

See “Lock-up” above.

Tax Considerations ....................................

The tax treatment of a prospective investor may vary
depending on such investor’s particular situation and certain
investors may be subject to special rules, which may or may
not be discussed in this Prospectus. See “Philippine
Taxation” on page 259 for further information on the
Philippine tax consequences of the purchase, ownership and
disposal of the Offer Shares.

Procedure for Application for the Offer...

[Application forms and specimen signature cards (the
“Application”) may be obtained from any of the Joint
Local Underwriters and Joint Bookrunners and the
participating Trading Participants, and shall be made
available for download on the Company website.
Applicants shall complete the application form, indicating
all pertinent information such as the applicant’s name,
address, taxpayer’s identification number, citizenship, and
all other information as may be required in the application
form. Applicants shall undertake to sign all documents and
to do all necessary acts to enable them to be registered as
holders of the Offer Shares. Failure to complete the
application form may result in the rejection of the
Application.
All Applications shall be evidenced by the application to
purchase form, in quadruplicate, duly executed by the
applicants themselves or by the authorized signatory(ies) of
the applicant (in the case of an applicant that is not a natural
person), and accompanied by two completed specimen
signature cards, which for applicants other than a natural
person, should be authenticated by the corporate secretary
(or its equivalent), and the corresponding payment for the
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Offer Shares covered by the Application and all other
required documents.
If the applicant is an individual person, the Application
must be accompanied by the following documents:
•

•

•

Two (2) duly executed specimen signature cards,
duly authenticated by the Applicant’s nominated
PDTC Participant (as defined below) or the Joint
Local Underwriters and Joint Bookrunners (if the
Applicant is a client of the Joint Local
Underwriters and Joint Bookrunners;
Photocopy of two (2) valid and current
government-issued IDs (e.g., SSS, GSIS, Driver’s
License, Passport or PRC) OR photocopy of one
(1) valid and current Primary ID and one (1) valid
and current Secondary ID (Note: For joint
applications (i.e. multiple Applicants in one
Application), two (2) valid and current
government-issued IDs of each applicant/investor
will be required).
Such other documents as may be reasonably
required by the Joint Local Underwriters and Joint
Bookrunners in compliance with their respective
internal policies regarding “knowing your
customer” and anti-money laundering.

If the applicant is a corporation, partnership, trust account,
or any other legal person, the Application must be
accompanied by the following documents:
•

•

•
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a certified true copy of the applicant’s latest articles
of incorporation and by-laws (or the equivalent
documents) and other constitutive documents (each
as amended to date) duly certified by its corporate
secretary (or the equivalent corporate officer
authorized to provide such certification);
a certified true copy of the applicant’s certificate of
registration issued by the relevant regulating body
of the applicant’s country of incorporation or
organization duly certified by its corporate
secretary (or the equivalent corporate officer
authorized to provide such certification);
a duly notarized corporate secretary’s certificate (or
the equivalent document) setting forth the
resolutions of the applicant’s board of directors or
equivalent body, namely: (i) authorizing the
purchase of the Offer Shares indicated in the
application, (ii) identifying the list of designated
signatory(ies) authorized for the purpose mentioned
in (i), including each signatory’s specimen
signature, and (iii) certifying the percentage of the

•

•

applicant’s capital or capital stock held by
Philippine nationals;
a photocopy of two (2) valid and current
government-issued IDs (e.g. SSS, GSIS, Driver’s
License, Passport or PRC ID) of (a) the authorized
signatory/ies, duly certified as a true copy by the
Corporate Secretary and (b) the Corporate
Secretary, duly certified as true copy by an
authorized officer of the corporation; and
such other documents as may be reasonably
required by the Joint Local Underwriters and Joint
Bookrunners in compliance with its internal
policies regarding “knowing your customer” and
anti-money laundering.

For foreign corporate and institutional Applicants, in
addition to the foregoing documents, a certification, in
quadruplicate, representing and warranting that their
investing in the Offer Shares subject of the Application will
not violate the laws of their jurisdiction and that they are
allowed to acquire, purchase and hold the Offer Shares.
Applications may be rejected if (i) the subscription price is
unpaid; (ii) payments are insufficient or where checks, as
applicable, are dishonored upon first presentment; (iii) the
Applications are not received by the Receiving Agent or any
of the Local Underwriters or the Local Selling Agents on or
before the end of the Offer Period; (iv) the number of
Domestic Offer Shares subscribed is less than the minimum
amount of subscription; (v) the Applications do not comply
with the terms of the Offer; or (vi) the Applications do not
have sufficient information as required in the Application to
Purchase or are not supported by the required documents.]
Payment Terms for the Offer ....................

The purchase price must be paid in full in Philippine Pesos
upon the submission of the duly completed and signed
application form and specimen signature card together with
the requisite attachments.
For the Institutional Offer, payment for the Offer Shares
shall be made either by: (i) a personal or corporate check
drawn against an account with a BSP authorized bank
having a clearing period of no more than one business day,
(ii) a manager’s or cashier’s check issued by a BSP
authorized bank having a clearing period of no more than 1
business day; or (iii) a direct remittance via Real Time Gross
Settlement (“RTGS”) or any other remittance services, or an
intrabank fund transfer.
For the Trading Participants Offer, payment for the Offer
Shares shall be made through over-the-counter cash or check
deposit payment in any PNB branches via the [PNB Bills
Payment Facility].
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For the Retail Offer, payment for the Offer Shares shall be
made either by: (i) over-the-counter cash or check deposit
payment in any PNB branches via the [PNB Bills Payment
Facility], or (ii) online payment through [PNB Internet
Banking] or [PNB Mobile Banking App]. Applicants
participating in the Retail Offer may contact the Receiving
Agent for alternative modes of payment.
For check payments, only personal or corporate checks, and
manager’s or cashier’s checks with a clearing period of not
more than one business day and drawn against any BSP
authorized agent bank will be accepted as a valid mode of
payment. The check must be dated as of the date of
submission of the Application, made payable to “[  ]”, and
crossed “Payee’s Account Only”. Checks subject to clearing
periods of over one (1) banking day shall not be accepted.
The applications and required documents (including proof of
payments) shall be transmitted to the Receiving Agent by
electronic mail at [  ] on or before the end of the offer
period, with the physical copies delivered to the Receiving
Agent’s address at [  ] no later than two business days
after the end of the offer period.]
Acceptance or Rejection of Applications
for the Trading Participants and Retail
Offer ............................................................

Applications for the Offer Shares are subject to the
confirmation of the Joint Local Underwriters and Joint
Bookrunners, and our final approval. The Company and the
Selling Shareholders, in consultation with the Joint Local
Underwriters and Joint Bookrunners, reserve the right to
accept, reject or scale down the number and amount of Offer
Shares covered by any application. The Company, the
Selling Shareholders and the Joint Local Underwriters and
Joint Bookrunners have the rights to reallocate available
Offer Shares in the event that the Offer Shares are
insufficient to satisfy total applications received.
The Trading Participants Offer Shares will be allocated in
such a manner as the Company, the Selling Shareholders
and the Joint Local Underwriters and Joint Bookrunners
may, in their sole discretion, deem appropriate, subject to
the distribution guidelines of the PSE.
Applications with the checks dishonored upon first
presentment and application forms which do not comply
with the terms of the Offer will automatically be rejected.
Notwithstanding the acceptance of any application, the
actual acquisition of the Offer Shares by an applicant will be
effective only upon the crossing and listing of the Offer
Shares on the PSE.

33

Refunds of the Trading Participants and
Retail Offer .................................................

In the event that the number of Offer Shares received by an
applicant, as confirmed by the Joint Local Underwriters and
Joint Bookrunners, is less than the number covered by its
application, or if an application is rejected by the Company,
then the applicant is entitled to a refund, without interest,
starting on the fifth business day from the end of the Offer
Period or on [  ], of all or a portion of the applicant’s
payment corresponding to the number of Offer Shares
wholly or partially rejected. All refunds shall be made
through the Receiving Agent, at the applicant’s risk. If such
check refunds are not claimed after [30] days following the
beginning of the refund period, such checks shall be mailed
to the applicant’s registered address at the applicant’s risk.

Registration and Lodgment of Shares with
the PDTC ......................................................

The Offer Shares are required to be lodged with the PDTC.
The applicant must provide the information required for the
PDTC lodgment of the Offer Shares. The Offer Shares will
be lodged with the PDTC, and a certification to that effect
shall be submitted to the PSE at least two trading days prior
to the Listing Date. Applicants may request to receive share
certificates evidencing their investment in the Offer Shares
through their brokers after Listing Date. Any expense to be
incurred by such issuance of certificates shall be borne by
the applicant.

Expected Timetable ....................................

The timetable of the Offer is expected to be as follows:
Pricing ..........................................

October 8, 2020

Notice of final Offer Price and
submission of Final Prospectus to
the Philippine SEC and PSE .........

October 9, 2020

Receipt of the Permit to Sell from
the Philippine SEC .......................

October 9, 2020

Trading Participants and Retail
Offer Period ..................................

October 12 to 16, 2020

PSE Trading Participants’
Commitment Period......................

October 12 to 14,
2020

Submission of Firm Order and
Commitments by PSE Trading
Participants ...................................

October 14, 2020

Submission of Application and
payments of Trading Participants
and Local Small Investors ............

October 16, 2020

Listing Date and commencement
of trading on the PSE ....................

October 26, 2020
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The dates included above are subject to the approval of the
PSE and the Philippine SEC, market and other conditions, and
may be changed.
Risks of Investing .......................................

In making an investment decision, investors are advised to
carefully consider all the information contained in the
Prospectus, including the risks associated with an investment
in the Offer Shares. These risks include:
•
•
•
•

risks relating to our business;
risks relating to the Philippines;
risks relating to the Offer and the Offer Shares; and
risks relating to certain information in this
Prospectus.

For a more detailed discussion on certain of these risks, see
“Risk Factors” beginning on page 47, which while not
intended to be an exhaustive enumeration of all risks, must be
considered in connection with a purchase of the Offer Shares.
The Offer Shares are offered solely on the basis of the
information contained in the Prospectus.
Receiving Agent ..........................................

PNB

Stock and Transfer Agent ..........................

PNB

Escrow Agent ..............................................

PNB

Philippine Counsel for the Issuer ..............

Picazo Buyco Tan Fider & Santos

International Counsel for the Issuer .........

Latham & Watkins LLP

Philippine Counsel for the Underwriters .

Angara Abello Concepcion Regala & Cruz Law Offices

International Counsel for the
Underwriters ...............................................

Milbank LLP

Independent Auditors ................................

Isla Lipana & Co., PwC Philippines, a member firm of
PricewaterhouseCoopers International Limited
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SUMMARY FINANCIAL INFORMATION
The following tables present the summary of financial information and should be read in conjunction with the
independent auditors’ reports and our financial statements, including the notes thereto, included elsewhere in this
Prospectus, and the section entitled “Management’s Discussion and Analysis of Financial Condition and Results
of Operations.” The summary financial information as of and for the years ended December 31, 2016, 2017, 2018
and 2019 and for the six months ended June 30, 2019 and 2020 were derived from our audited financial
statements, which were prepared in accordance with PFRS and were audited by PwC in accordance with the
PSA.
In accordance with the relevant accounting and financial reporting standards, certain information in our financial
statements as of and for the years ended December 31, 2017 and 2018 have been restated and reclassified, as
discussed further in Note 2 to the financial statements as of and for the years ended December 31, 2016, 2017,
2018 and 2019 included elsewhere in this Prospectus.
The summary financial information below is not necessarily indicative of the results of future operations.
Furthermore, the translation of Philippine Peso amounts into U.S. dollars is provided for convenience only and
is unaudited. Amounts in Philippine Pesos were converted to U.S. dollars using the BSP Daily Reference
Exchange Rate as of June 30, 2020 of U.S.$1.00 = ₱49.85.
SUMMARY STATEMENTS OF COMPREHENSIVE INCOME
For the six-month period ended
June 30,

For the years ended December 31,
2019
2016

2017

2018

2019

(in millions of ₱)(1)

2020

(unaudited)

2019

(in millions
of U.S.$) (1)

(in millions of ₱)(1)

5,054.6

9,139.5

183.3

(in millions of
U.S.$) (1)

(654.7)

(1,049.9)

(2,328.5)

(4,440.7)

1,239.2

1,890.3

2,726.1

4,698.8

(89.1)
94.3

(279.7)

(441.9)

(912.7)

(1,414.8)

(28.4)

(636.5)

(1,076.7)

(21.6)

(80.9)

(77.6)

(124.9)

(529.9)

(10.6)

(229.3)

(324.3)

(6.5)

Profit for the year ...................

(293.2)
585.4
(4.8)
580.7
(6.3)
574.4

(72.2)
1,298.6
(11.2)
1,287.4
(56.9)
1,230.5

51.1
1,739.7
(70.6)
1,669.1
(427.5)
1,241.6

18.3
2,772.3
(275.1)
2,497.3
(592.5)
1,904.7

0.4
55.6
(5.5)
50.1
(11.9)
38.2

(26.5)
1,150.0
(136.7)
1,013.3
(188.5)
824.7

(40.6)
114.4
2,144.6
(347.3)
1,797.3
(538.6)
1,258.7

(0.8)
2.3
43.0
(7.0)
36.1
(10.8)
25.2

Other comprehensive income

-

1.6

8.5

45.2

0.9

27.1

(19.4)

(0.4)

Total comprehensive income .
Basic and diluted earnings
per share(1)..........................

574.4

1,232.1

1,250.1

1,949.9

39.1

851.8

1,239.3

24.9

7.66

9.84

10.06

12.59

0.3

6.94

7.15

0.1

Cost of services......................
Gross profit ............................
General and administrative
expenses .............................
Provision for impairment of
trade and other receivables.
Unrealized fair value loss on
financial asset at FVTPL....
Other income (loss), net .........
Profit from operations ............
Financial costs
Profit before income tax ........
Income tax expense ...............

2,940.2

(unaudited)

3,942.4
(1,900.2
)
2,042.2

Revenues ...............................

1,894.0

2020

6,489.9
(3,018.
1)
3,471.8

130.2
(60.5)
69.6

Note:
(1) Except for Basic and diluted earnings per share. In addition, assuming the Stock Split and the Share Conversion had occurred as of
December 31, 2019 and as of June 30, 2020, our basic and diluted earnings per share would be as follows:

Earnings per Share
As of June 30, 2020
As of December 31, 2019

Audited
₱7.15
₱12.59

As adjusted for the Stock Split
and the Share Conversion
₱0.18
₱0.31

See “Description of the Shares—Share Capital Information” for more information.
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SUMMARY STATEMENTS OF FINANCIAL POSITION
As of December 31,

2016

2017

2018

As of June 30,

2019

(in millions of ₱)

2019
(unaudited)

2020

2020
(unaudited)

(in millions
of U.S.$)

(in millions
of ₱)

(in millions
of U.S.$)

Current assets:
Cash and cash equivalents
.......................................

Trade and other
receivables, net ............
Due from related parties ..
Network materials and
supplies ........................
Deferred contract costs....
Other current assets .........
Total current assets ......
Non-current assets:
Property, plant and
equipment, net .........
Right-of-use assets, net ...
Intangible assets, net .......
Advances to fixed assets
suppliers...................
Due from related parties,
net of current portion
.................................
Deferred contract costs,
net of current portion
.................................
Deferred input valueadded tax, net of
current portion .........
Deferred income tax
assets, net .................
Financial asset at fair
value through profit
or loss (FVTPL) .......
Total non-current assets
...................................
Total assets ....................
Current liabilities:
Trade other payables ....
Dividends payable........
Due to related parties ...
Deferred revenue..........
Loans payable ..............
Lease liabilities, current
portion .....................
Income tax payable ......
Finance lease
obligations ...............
Provision for
contingencies ...........
Total current liabilities .
Non-current liabilities:
Deferred revenue, net of
current portion .........
Loans payable, net of

316.4

420.5

476.7

6,233.0

125.0

8,982.1

180.2

307.3
15.8

471.7
29.7

918.4
474.4

2,105.5
586.6

42.2
11.8

2,619.2
634.4

52.5
12.7

399.5
25.7
21.7
1,086.3

641.5
65.1
33.4
1,661.8

1,443.1
176.7
141.6
3,630.9

1,313.9
489.4
475.5
11,204.0

26.4
9.8
9.5
224.8

1,586.2
607.6
742.2
15,171.6

31.8
12.2
14.9
304.3

1,621.8
57.2

3,212.2
82.5

7,891.0
537.3

15,589.4
1,638.4
669.9

312.7
32.9
13.4

20,274.2
1,650.0
895.7

406.7
33.1
18.0

-

-

336.3

1,213.9

24.4

1,410.3

28.3

-

-

-

-

-

445.4

8.9

9.7

33.0

80.3

229.3

4.6

229.6

4.6

10.8

7.0

104.9

75.5

1.5

475.9

9.5

34.1

37.6

56.8

539.1

10.8

767.7

15.4

-

-

18.7

-

-

61.0

1.2

1,733.6
2,819.9

3,372.3
5,034.1

9,025.3
12,656.1

19,955.4
31,159.5

400.3
625.1

26,209.8
41,381.5

525.8
830.1

391.1
30.6
31.8
31.6

960.6
10.9
35.4
278.3

4,342.1
422.6
105.2
1,521.5

7,175.6
807.7
166.8
199.5
1,098.3

143.9
16.2
3.3
4.0
22.0

9,274.8
190.0
145.5
276.2
501.6

186.1
3.8
2.9
5.5
10.1

17.9

32.5

155.1

355.1
357.6

7.1
7.2

330.3
386.2

6.6
7.7

-

-

62.0

-

-

-

-

40.3
543.3

40.3
1,357.9

6,608.5

10,160.5

203.8

11,104.5

222.8

13.4
221.4

10.8
348.1

47.1
1,203.2

82.0
6,851.6

1.6
137.4

113.5
10,007.9

2.3
200.8
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As of December 31,

2016

2017

2018

As of June 30,

2019

(in millions of ₱)

current portion .........
Lease Liabilities, net of
current portion .........
Retirement benefit
obligation .................
Subscribers’ deposits,
net of current portion
.................................
Finance lease
obligations, net of
current portion .........
Total non-current
liabilities....................
Total liabilities ..............
Equity
Attributable to owners of
the Parent Company
Share capital
Ordinary shares .......
Convertible preferred
shares .....................
Additional paid-in capital
...............................
Retained earnings ...........
Appropriated ...........
Unappropriated .......
Reserve for
remeasurements of
retirement benefit
obligation, net of tax ....
Other reserves .................
Non-controlling interest ..
Total equity ..........
Total liabilities and
equity ..............................

2019
(unaudited)

2020

2020
(unaudited)

(in millions
of U.S.$)

(in millions
of ₱)

(in millions
of U.S.$)

-

-

-

1,374.9

27.6

1,415.6

28.4

29.8

54.8

64.9

30.9

0.6

64.1

1.3

21.1

36.1

94.6

491.8

9.9

702.9

14.1

-

-

29.3

-

-

-

-

285.7
829.0

449.8
1,807.7

1,439.1
8,047.6

8,831.2
18,991.7

177.2
381.0

12,304.0
23,408.5

246.8
469.6

1,250.0

1,250.0

1,250.0

1,250

25.1

1,250.0

25.1

-

-

-

306.8

6.2

511.4

10.3

-

-

-

6,541.2

131.2

10,902.6

218.7

740.6

1,971.1

2,200.0
1,028.2

2,200.0
1,814.2

44.1
36.4

5,272.9

105.8

0.3
1,990.9
1,990.9

1.6
3,222.7
3.7
3,226.4

10.1
83.0
4,571.3
37.2
4,608.5

55.2
12,167.5
0.3
12,167.8

1.1
244.1
0.0
244.1

35.8
17,972.6
0.3
17,972.9

0.7
360.5
0.0
360.5

2,819.9

5,034.1

12,656.1

31,159.5

625.1

41,381.5

830.1
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SUMMARY STATEMENTS OF CASH FLOWS INFORMATION
For the six-month period ended
June 30,

For the years ended December 31,

2016

2017

2018

2019

(in
millions
of
U.S.$)

(in millions of ₱)
Net cash from operating
activities .................................
Net cash used in investing
activities .................................
Net cash from financing
activities .................................
Net increase in cash and cash
equivalents ..............................
Cash and cash equivalents at
beginning of year / period .......
Effects of exchange rate
changes in cash and cash
equivalents ..............................
Cash and cash equivalents at
end of year / period .................

2019
(unaudi
ted)

2020

2020
(unau
dited)

(in millions of ₱)

(in
million
s of
U.S.$)

2019

475.4

1,430.2

1,480.3

1,046.4

21.0

1,999.0

2,055.4

41.2

(894.2)

(1,691.9)

(3,537.7)

(6,742.7)

(135.3)

(3,843.1)

(5,299.3)

(106.3)

698.6

366.0

2,113.6

11,474.0

230.2

2,310.9

6,039.4

121.2

279.8

104.2

56.3

5,777.8

115.9

466.8

2,795.5

56.1

37.7

316.4

420.5

476.7

9.6

476.7

6,233.0

125.0

(1.1)

(0.1)

(0.1)

(21.4)

(0.4)

(2.7)

(46.5)

(0.9)

316.4

420.5

476.7

6,233.0

125.0

940.7

8,982.1

180.2
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SUMMARY OF SELECTED OPERATING AND FINANCIAL INFORMATION
CAGR

For the year ended December 31,
2016

2017

2018

2019

(2016
2019)

For the six months ended June 30,
2019

YearonYear
Growth

2020

Residential Business
Revenues
(in millions) .........
FTTH ...................
HFC .....................

₱861.5
₱ 99
₱762

₱1,519.5
₱ 307
₱ 1,213

₱3,150.7
₱ 1,147
₱ 2,004

₱6,353.9
₱ 3,875
₱ 2,479

U.S.$127.5
U.S.$78
U.S.$50

95%
239%
48%

₱2,711.8
₱1,533.0
₱1,178.8

₱4,977.7
₱3,606.5
₱1,371.2

U.S.$99.9
U.S.$72.3
U.S.$27.5

84%
135%
16%

Customers ..........
FTTH ...................
HFC .....................

73,633
6,206
67,427

127,492
24,823
102,669

264,865
118,662
146,203

529,629
330,621
199,008

N/A
N/A
N/A

93%
276%
43%

381,343
208,879
172,464

731,563
512,597
218,966

N/A
N/A
N/A

92%
145%
27%

Homes Passed .....
FTTH(1) ................
HFC(2) .................

499,398
81,426
417,972

718,629
211,090
507,539

1,432,074
762,294
669,780

3,221,743
2,423,944
797,799

N/A
N/A
N/A

86%
210%
24%

2,094,160
1,352,442
741,718

4,111,661
3,301,240
810,421

N/A
N/A
N/A

96%
144%
9%

Ports ...................
FTTH(3) ...............
HFC(4) ..................

458,685
40,713
417,972

613,084
105,545
507,539

1,050,927
381,147
669,780

2,009,771
1,211,972
797,799

N/A
N/A
N/A

64%
210%
24%

1,417,939
676,221
741,718

2,461,041
1,650,620
810,421

N/A
N/A
N/A

74%
144%
9%

Household
Coverage (%)(5) ..

2

3

6

13

N/A

N/A

8

17

N/A

N/A

ARPU ...............
FTTH ...................
HFC .....................

N/A
N/A
N/A

₱1,191
₱1,561
₱1,124

₱1,178
₱1,293
₱1,112

₱1,293
₱1,399
₱1,155

U.S.$26
U.S.$28
U.S.$23

N/A
N/A
N/A

₱1,343
₱1,491
₱1,191

₱1,270
₱1,384
₱1,041

U.S.$26
U.S.$28
U.S.$21

(5)%
(7)%
(13)%

Customer Churn (7)
(%) .......................
FTTH ...................
HFC .....................

1.56
N/A
N/A

1.44
0.23
1.62

1.27
0.22
1.77

0.62
0.27
0.97

N/A
N/A
N/A

N/A
N/A
N/A

0.79
0.18
1.37

0.71
0.54
1.10

N/A
N/A
N/A

N/A
N/A
N/A

Enterprise Business
Revenues
(in millions) .........

₱1,032.5

₱1,420.7

₱1,903.9

₱2,785.6

U.S.$55.9

39%

₱1,230.5

₱1,512.2

U.S.$30.3

23%

4,292

6,043

6,539

10,083

N/A

33%

8,883

10,498

N/A

18%

ARPU ...............

N/A

₱22,319

₱24,857

₱27,462

U.S.$551

N/A

₱26,438

₱24,491

U.S.$491

(7)%

Customer Churn (9)
(%) ......................
Notes:

N/A

N/A

N/A

0.2%

N/A

N/A

0.1%

0.5%

N/A

N/A

(6)

Customers ...........
(8)

(1) FTTH homes passed is derived from the number of homes within a 300-meter radius from a network access point (“NAP”) that we have installed in a
coverage area. Each NAP has eight ports, and one port serves one home.
(2) HFC homes passed refers to the number of homes and other residential units that are within a 200-meter radius from our HFC ports, and can be connected
to our network.
(3) The number of FTTH ports installed represents both activated FTTH connections and ports available for immediate activation once a new subscription is
approved. There are eight ports available in each NAP installed.
(4) The number of HFC ports installed represents refers to a slot on a network device allowing for the transmission of data between our HFC network and the
equipment at the customer premises.
(5) Household coverage is calculated as total homes passed over total number of homes in the Philippines, which is 24.8 million as of 2019, according to MPA.
(6) Monthly ARPU for our Residential Business is calculated by dividing (i) the revenue generated during a period by (ii) the average number of subscribers
during that period, then dividing the quotient by the number of months during that period. The average number of subscribers during a period, is calculated by
the sum of the subscribers at the beginning and at the end of the period, divided by two.
(7) Blended churn rate refers to the combined FTTH and HFC churn rate. Churn rate for our Residential Business is calculated by dividing (i) the sum of the
number of permanent subscriber discontinuations in a month, by (ii) the average number of subscribers during the respective month and multiplying the result
by 100%. The average number of subscribers during a month, is calculated by the sum of the subscribers at the beginning and at the end of the month, divided
by two.
(8) ARPU for our Enterprise Business is calculated by dividing (i) the revenue generated during a period by (ii) the average number of enterprise users during
that period, then dividing the quotient by the number of months during that period. The average number of enterprise users during a period, is calculated by the
sum of the enterprise users at the beginning and at the end of the period, divided by two
(9) Customer churn rate for our Enterprise Business is calculated by dividing (i) the sum of the number of permanent customer deactivations in a month, by (ii)
the average number of customers during the respective month and multiplying the result by 100%. The average number of customers during a month is calculated
by the sum of the circuits at the beginning and at the end of the month, divided by two.
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NON-PFRS FINANCIAL MEASURES

2016

For the years ended December 31,
2017
2018

2019

For the six-month period
ended June 30,
2019
2020

(in millions, except percentages)

Revenue
Actual ....................................
Pro Forma(1) ...........................
Pro Forma Adjusted(1)(2) .........
EBITDA(2)(3)
Actual ....................................
Pro Forma ..............................
Pro Forma Adjusted...............
EBITDA Margin(2)(4)
Actual ....................................
Pro Forma ..............................
Pro Forma Adjusted...............
Net Profit(5)
Actual ....................................
Pro Forma(1) ...........................
Pro Forma Adjusted(2)(6) .........
Net Profit Margin(7)
Actual ....................................
Pro Forma ..............................
Pro Forma Adjusted(2)(7) .........
ROIC(2)(8) ....................................

1,894.0
N/A
N/A

2,940.2
N/A
N/A

5,054.6
N/A
N/A

9,139.5
N/A
N/A

3,942.4
N/A
N/A

6,489.9
N/A
N/A

851.4
661.1
893.7

1,726.9
1,460.1
1,460.1

2,794.3
2,552.7
2,549.3

4,609.3
4,646.4
4,665.2

1,938.9
1,961.5
1,980.2

3,313.8
N/A
N/A

45.0%
34.9%
47.2%
574.4
384.1
432.0
30.3%
20.3%
22.8%
N/A

58.7%
49.7%
49.7%
1,230.5
963.6
699.3

55.3%
50.5%
50.4%
1,241.6
1,000.0
996.9

50.4%
50.8%
51.0%
1,904.7
1,941.9
1,787.2

49.2%
49.8%
50.2%
824.7
847.3
738.2

51.1%
N/A
N/A
1,258.7
N/A
N/A

41.9%
32.8%
23.8%

24.6%
19.8%
19.7%

20.8%
21.2%
19.6%

20.9%
21.5%
18.7%

19.4%
N/A
N/A

26.4%

20.3%

19.7%

—

18.6%(9)

Notes:
(1) Pro Forma Revenue and Pro Forma Net Profit refer to our revenue and net profit after giving effect to the Pro Forma Events (as
defined herein).
(2) Non-PFRS financial measures are supplemental measures of our performance that are not required by, or presented in accordance with,
and should not be considered as an alternative to net profit, revenues, or any other financial performance measure derived in
accordance with PFRS or as an alternative to cash flow from operations or as a measure of our liquidity. Non-PFRS financial measures
have limitations as analytical tools, and you should not consider them in isolation from, or as a substitute for, your own analysis of our
financial condition or results of operations, as reported under PFRS. These non-PFRS financial measures are not standardized terms
and other companies may calculate measures bearing the same titles differently, hence a direct comparison between companies using
such terms may not be possible, which limits the usefulness of these non-PFRS financial measures.
(3) EBITDA is calculated as our profit for the year before depreciation and amortization (other than amortization of installation fees as
their corresponding revenue impact has not been adjusted), finance costs, income tax expense. Pro Forma EBITDA is calculated as
EBITDA after giving effect to the Pro Forma Events. Pro Forma Adjusted EBITDA is calculated as Pro Forma EBITDA adjusted for
provision for contingencies, loss on direct write-off of network materials and supplies and loss on fire. We have presented Pro Forma
Adjusted EBITDA because we believe that, when viewed with our results of operations prepared in accordance with PFRS and with
the reconciliation to profit for the period included herein, Pro Forma Adjusted EBITDA provides additional information that is useful
for gaining a more complete understanding of our business as it is presently constituted and as we expect it to be constituted going
forward and which differs from how our business was constituted prior to our group reorganization of 2019. In addition, Pro Forma
Adjusted EBITDA removes the impact on our results of operations of one-time items and items unrelated to our high-speed fixed
broadband business.
The table on page 43 reconciles Pro Forma Adjusted EBITDA and Pro Forma EBITDA to our profit for the year under PFRS for the
periods indicated.
(4) EBITDA Margin and Pro Forma EBITDA Margin are calculated as a percentage of revenues and pro forma revenues, respectively. Pro
Forma Adjusted EBITDA margin is calculated as a percentage of pro forma revenues
(5) “Net Profit” refers to our profit for the year.
(6) Pro Forma Adjusted Net Profit is calculated as Pro Forma Net Profit adjusted for provision for contingencies, loss on direct write-off
of network materials and supplies, loss on fire, normalization of depreciation and amortization and recognition of income tax expenses
corresponding to such adjustments. The table on page 45 reconciles Pro Forma Adjusted Net Profit to our profit for the year under
PFRS for the periods indicated.
(7) Net Profit Margin and Pro Forma Net Profit Margin are calculated as a percentage of revenues and pro forma revenues, respectively.
Pro Forma Adjusted Net Profit Margin is calculated as a percentage of pro forma revenues.
(8) ROIC, or Return on Invested Capital, is calculated as our tax-adjusted profit from operations (applying an assumed effective tax rate of
30.0%) divided by our average invested capital. Our actual effective tax rates for the years ended December 31, 2017, 2018 and 2019
were 4.4%, 25.6% and 23.7%, respectively. Invested Capital is the sum of our total equity and total debt (comprising loans payable
(non-current and current portions)), less cash and cash equivalents and capital expenditures in progress. Invested Capital for 2019
excludes capital expenditures for submarine cables and domestic backbone outside of Luzon as these network expansion activities will
only complete in late 2020 or in 2021. Average invested capital for the year/period is the average of our invested capital at the end of
the year/period and the preceding year/period. ROIC for the years ended December 31, 2017, 2018 and 2019 is calculated using our
pro forma profit from operations (i.e. our profit from operations after giving effect to the Pro Forma Events) and ROIC for the six
months ended June 30, 2020 is presented on an annualized basis by multiplying our profit from operations for the six months ended
June 30, 2020 by two. We have presented ROIC because we believe that, when viewed with our results of operations prepared in
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(9)

accordance with PFRS and with the reconciliation to profit for the period included herein, ROIC provides additional information that is
useful for understanding our ability to successfully and efficiently convert our capital and operating expenditures to scale our business
into increased profitability.
The table on page 46 reconciles ROIC to our profit for the year under PFRS for the periods indicated.
On an annualized basis. Historical metrics that are annualized are not reliable indicators of, and do not reflect, our actual or expected
results or performance in the future. Investors should consider the assumptions applied in calculating an annualized metric and the
limitations of the resulting metric.
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Reconciliation of EBITDA, Pro Forma EBITDA and Pro Forma Adjusted EBITDA
2016
Actual

₱
(2)

Net Profit .................
Add/(Deduct):
Depreciation &
amortization ...............
Cost of sales and
services ..............
General and
administrative
expenses ............
Finance costs ..............
Income tax expense ....
EBITDA ....................
Add/(Deduct):
Provision for
contingencies(3) ...........
Loss on direct writeoff of network
materials and supplies
(4)
................................
Loss on fire(5) ..............
Loss on disposal of
financial asset at fair
value through profit
and loss(6)....................
Adjusted EBITDA ....

Notes:
(1)

Pro forma(1)

U.S.$

₱

For the year ended December 31,
2018
Pro forma(1)
Actual

2017
Actual

U.S.$

₱

U.S.$

₱

U.S.$

₱

U.S.$

2019
Pro forma(1)
Actual
(in millions, except percentages)

Pro forma(1)

₱

₱

U.S.$

₱

U.S.$

2019
Actual

U.S.$

₱

U.S.$

For the six months ended June 30,
2020
Pro forma(1)
Actual

Pro forma(1)

₱

₱

U.S.$

₱

U.S.$

574.4

11.5

384.1

7.7

1,230.5

24.7

963.6

19.3

1,241.6

24.9

1,000.0

20.1

1,904.7

38.2

1,941.9

39.0

824.7

16.5

847.3

17.0

1,258.7

25.2

258.0

5.2

258.0

5.2

414.1

8.3

414.1

8.3

1,020.9

20.5

1,020.9

20.5

1,702.4

34.2

1,702.4

34.2

725.2

14.5

725.2

14.5

1,086.2

21.8

7.9
4.8
6.3

0.2
0.1
0.1

7.9
4.8
6.3

0.2
0.1
0.1

14.3
11.2
56.9

0.3
0.2
1.1

14.3
11.2
56.9

0.3
0.2
1.1

33.7
70.6
427.5

0.7
1.4
8.6

33.7
70.6
427.5

0.7
1.4
8.6

134.5
275.1
592.5

2.7
5.5
11.9

134.5
275.1
592.5

2.7
5.5
11.9

63.7
136.7
188.5

1.3
2.7
3.8

63.7
136.7
188.5

1.3
2.7
3.8

82.9
347.3
538.6

1.7
7.0
10.8

851.4

17.1

661.1

13.3

1,726.9

34.6

1,460.1

29.3

2,794.3

56.1

2,552.7

51.2

4,609.3

92.5

4,646.4

93.2

1,938.9

38.9

1,961.5

39.3

3,313.8

66.5

40.3

0.8

40.3

0.8

—

—

—

—

(8.3)

(0.2)

(8.3)

(0.2)

—

—

—

—

—

—

—

—

—

95.3
97.0

1.9
1.9

95.3
97.0

1.9
1.9

—
—

—
—

—
—

—
—

4.9
—

0.1
—

4.9
—

0.1
—

—
—

—
—

—
—

—
—

—
—

—
—

—
—

—
—

—
—

U.S.
$
—

—

—

—

—

—

—

—

—

—
—

—
—

—
—

—

—

—

—

—

—

—

—

—

—

—

—

18.7

0.4

18.7

0.4

18.7

0.4

18.7

0.4

—

—

—

—

1,084.0

21.7

893.7

17.9

1,726.9

34.6

1,460.1

29.3

2,790.9

56.0

2,549.3

51.1

4,628.0

92.8

4,665.2

93.6

1,957.6

39.3

1,980.2

39.7

3,313.8

66.5

—

—

In 2019 and 2020, our ultimate controlling shareholder, Pentastar Holding Co., Inc. (“Pentastar”), and our Company took the following actions:
a. On 8 August 2019, we executed an agreement with the Coherent Cloud for a U.S.$ 225,000,000 primary investment to accelerate our broadband network expansion (the “Investment”);
b. On August 23, 2019, we acquired a 99% equity interest in Pentagon Holding Co. (“Pentagon”) from Pentastar for total cash consideration of ₱123,750,000. Pentagon and its subsidiary, Metroworks
ICT Construction Inc., became subsidiaries of our company; and
c. Also in August 2019, prior to our acquisition of Pentagon, Pentagon disposed of its partially-owned subsidiary, Fibernet Konstrukt Corp. (“FKC”), and MetroWorks disposed of its wholly-owned
subsidiaries, UMV Telecommunications, Inc. (“UMV”), Connexiq Inc. (“Connexiq”), and Tafu Telecommunications, Corp (“Tafu”), to another Pentastar subsidiary that is our affiliate and a
related party (Emerald Jadeite Holding Co,. Inc) in order to streamline our high-speed broadband business as FKC was jointly controlled by Pentagon and other shareholders and UMV, Connexiq
and Tafu were dormant entities outside of our strategic business focus.
d. Prior to the Investment, in the first half of 2019, we disposed of a 15% minority interest in an entity, for which we recorded a loss on disposal of financial asset at fair value through profit and loss.
The acquisition of Pentagon was a “common control combination” under PFRS and, accordingly, our consolidated financial statements as of December 31, 2016, 2017, 2018 and 2019 and for the years then
ended are presented as if our post-acquisition group, including FKC, UMV, Connexiq and Tafu until each was disposed on August 9, 2019, had been in existence for all such periods. For more information,
see Notes 1.4, 1.5 and 1.6 to our audited consolidated financial statements included elsewhere in this Prospectus.
In connection with the foregoing transactions, the pro forma financial data for the periods indicated gives effect to the following (collectively, the “Pro Forma Events”):
a.
During the years ended December 31, 2018 and 2019, we had ₱22.4 million and ₱10.8 million, respectively, of gain on transfer of network materials to related parties. The pro forma financial data
removes these gains as we have discontinued these activities following the Investment.
b. On August 14, 2019, we entered into a services agreement with our controlling shareholder, Comclark pursuant to which Comclark: (i) transferred or novated contracts with certain existing customers
to us; (ii) with support from us, continues to provide broadband and related services to customers whose contracts could not be transferred at the time of the services agreements; and (iii) provides
certain additional services (including bandwidth) to us. Under the services agreement, we provide certain administrative and broadband related services to Comclark to enable Comclark to continue
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(2)
(3)
(4)
(5)
(6)

meet its service obligations under the agreement. The pro forma financial data adds the shared bandwidth costs of Comclark for the years ended December 31, 2016 and 2017 that we estimate would
have been recorded if the services agreement or a similar arrangement had been in effect for such years.
c.
Our losses on provisions for impairment of trade and other receivables were ₱80.9 million, ₱77.6 million, ₱124.9 million and ₱529.9 million for the years ended December 31, 2016, 2017, 2018
and 2019, respectively. Provisions for impairment are calculated using the expected credit loss method. For more information, see Note 3 to our audited consolidated financial statements included
elsewhere in this Prospectus. The pro forma financial data normalizes our losses on provisions for impairment of trade and other receivables for the years ended December 31, 2016, 2017 and 2018
to reflect such higher amounts that our management would have identified for impairment had the probability analysis used after the Investment for the year ended December 31, 2019 been applied
for such earlier years.
d. Our personnel costs classified as general and administrative expenses were ₱106.8 million, ₱190.3 million, ₱344.7 million and ₱519.8 million for the years ended December 31, 2016, 2017, 2018
and 2019, respectively. Following the Investment, we entered into salary arrangements with our Founders on arm’s length terms beginning with their 2019 year of service. In addition, prior to the
Investment, a portion of our employees were formally employed by our related parties while they provided services to us, either exclusively on loan or transfer or on a shared basis. The pro forma
financial data adds our Founders’ salaries and the personnel costs that we estimate would have been incurred if these post-Investment arrangements or similar arrangements were in effect for the
years ended December 31, 2016, 2017 and 2018 and, with respect to shared employees expenses, 2019.
e.
The pro forma financial data adds the fees and expenses incurred in connection with the Investment.
“Net Profit” refers to our profit for the year.
In 2016, we had an expense of ₱40.3 million related to a provision for contingency related to a value-added tax proceeding. In 2018, the matter was settled for a lesser amount, and we recorded other income
of ₱8.3 million related to the discharged obligation.
In 2016 and 2018, we disposed of obsolete network materials at losses.
In 2016, our warehouse in Cacutud outside of Manila caught fire, resulting in the loss of network materials and other inventory on site.
Prior to the Investment, in the first half of 2019, we disposed of a 15% minority interest in an entity, for which we recorded a loss on disposal of financial asset at fair value through profit and loss.
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Reconciliation of Pro Forma Adjusted Net Profit

2016

Net Profit(1) ............................
Pro Forma Net Profit(2) ...........
Add/(Deduct):
Provision for contingencies(3) .
Loss on direct write-off of
network materials and
supplies (4) ..............................
Loss on fire(5) .........................
Loss on disposal of financial
asset at fair value through
profit and loss (6).....................
Normalization of depreciation
related to adjustments.............
Recognition of income tax
expense related to
adjustments ............................
Pro Forma Adjusted Net
Profit .....................................

For the year ended December 31,
2017
2018
2019
(in millions, except percentages)
₱
U.S.$
₱
U.S.$
₱
U.S.$
1,230.5
24.7
1,241.6
24.9
1,904.7
38.2
963.6
19.3
1,000.0
20.1
1,941.9
39.0

₱
574.4
384.1

U.S.$
11.5
7.7

40.3

0.8

—

—

(8.3)

(0.2)

—

95.3
97.0

1.9
1.9

—
—

—
—

4.9
—

0.1
—

—

—

—

—

—

(5.9)

(0.1)

(21.6)

(0.4)

(178.8)

(3.6)

(242.8)

432.0

8.7

699.3

For the six months ended
June 30,
2019
2020
₱
824.7
847.3

U.S.$
16.5
17.0

₱
1,258.7
—

U.S.$
25.2
—

—

—

—

—

—

—
—

—
—

—
—

—
—

—
—

—
—

—

18.7

0.4

18.7

0.4

—

—

—

—

—

—

—

—

—

—

(4.9)

0.2

*

(173.4)

(3.5)

(127.8)

(2.6)

—

—

(14.0)

996.9

20.0

1,787.2

35.9

738.2

14.8

1,258.7

25.2

* Less than 0.1.
Notes:
(1) “Net Profit” refers to our profit for the year.
(2) “Pro Forma Net Profit” refers to our profit from operations after giving effect to the Pro Forma Events.
(3) In 2016, we had an expense of ₱40.3 million related to a provision for contingency related to a value-added tax proceeding. In
2018, the matter was settled for a lesser amount, and we recorded other income of ₱8.3 million related to the discharged obligation.
(4) In 2016 and 2018, we disposed of obsolete network materials at losses.
(5) In 2016, our warehouse in Cacutud outside of Manila caught fire, resulting in the loss of network materials and other inventory on
site.
(6) Prior to the Investment, in the first half of 2019, we disposed of a 15% minority interest in an entity, for which we recorded a loss
on disposal of financial asset at fair value through profit and loss.
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Reconciliation of Return on Invested Capital (ROIC)
2017

Revenue ..............................................
Profit from Operations ........................
Pro Forma Profit from Operations(1) ....
Tax-Adjusted Profit from Operations
(Pro Forma or Annualized)(2) ..............
Capital
Total equity (A) ...........................
Total debt(4) (B)............................
Cash and cash equivalents (C) .....
Adjustment to exclude capital
expenditures in progress(5) (D) .....
Invested Capital(6) (A+B+C+D) ...........
Average Invested Capital(7) .................
ROIC(8) ..............................................

Notes:
(1)
(2)

(3)

(4)
(5)

(6)
(7)

(8)

₱
2,940.2
1,298.6
1,010.1

For the year ended December 31,
2018
2019
(in millions, except percentages)
U.S.$
₱
U.S.$
₱
U.S.$
59.0
5,054.6
101.4
9,139.5
183.3
26.1
1,739.7
34.9
2,772.3
55.6
20.3
1,494.7
30.0
2,828.2
56.7

For the six months
ended June 30, 2020
₱
6,489.9
2,144.6
NA
3,002.5(3)

U.S.$
130.2
43.0
NA
60.2(3)

707.1

14.2

1,046.3

21.0

1,979.8

39.7

3,226.4
626.4
(420.5)

64.7
12.6
(8.4)

4,608.5
2,724.7
(476.7)

92.4
54.7
(9.6)

12,167.8
7,949.9
(6,233.0)

244.1
159.5
(125.0)

17,972.9
10,509.5
8,982.1

360.5
210.8
180.2

—
3,432.3
2,679.9
26.4%

—
68.9
53.8
26.4%

—
6,856.5
5,144.4
20.3%

—
137.5
103.2
20.3%

(674.0)
13,210.6
10,033.6
19.7%

(13.5)
265.0
201.3
19.7%

(496.0)
19,004.4
16,107.5
18.6%(3)

(9.9)
381.2
323.1
18.6%(3)

“Pro Forma Profit from Operations” refers to our profit from operations after giving effect to the Pro Forma Events.
Assumes an effective tax rate of 30.0%. Our actual effective tax rates were 1.1%, 4.4%, 25.6%, 23.7% and 30.0% for the years
ended December 31, 2016, 2017, 2018 and 2019 and the six months ended June 30, 2020, respectively. Tax-Adjusted Profit from
Operations for the years ended December 31, 2017, 2018 and 2019 is our Tax-Adjusted Pro Forma Profit from Operations (i.e.
after giving effect to the Pro Forma Events). Tax Adjusted Profit from Operations for the six months ended June 30, 2020 is
presented on an annualized basis by multiplying our profit from operations for the six months ended June 30, 2020 by two.
On an annualized basis. Historical metrics that are annualized are not reliable indicators of, and do not reflect, our actual or expected
results or performance in the future. Investors should consider the assumptions applied in calculating an annualized metric and the
limitations of the resulting metric.
“Total debt” is the sum of loans payable (net of current portion) and loans payable (current portion).
We exclude expenditures related to capital works in progress from the calculation of Invested Capital because management believes
that it results in an ROIC that more accurately reflects our ability to efficiently deploy capital. Invested Capital for 2019 excludes
capital expenditures for submarine cables and domestic backbone outside of Luzon as these network expansion activities will only
complete in late 2020 or in 2021.
“Invested Capital” is the sum of total equity and total debt, less cash and cash equivalents and capital expenditures in progress.
“Average Invested Capital” for a period is the average of Invested Capital as of the end of the period and the preceding period. For
the purpose of calculating June 30, 2020 annualized ROIC, Average Invested Capital is the average of Invested Capital as of June
30, 2020 and December 31, 2019 (being the end of the six-month period ended December 31, 2019).
ROIC, or Return on Invested Capital, is calculated (i) for the years ended December 31, 2017, 2018 and 2019, as Tax-Adjusted
Pro Forma Profit from Operations divided by Average Invested Capital and (ii) for the six months ended June 30, 2020, on an
annualized basis as Annualized Tax-Adjusted Profit from Operations divided by Average Invested Capital (as described in footnote
7 above).
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RISK FACTORS
An investment in the Offer Shares involves a number of risks. You should carefully consider all the information
contained in this Prospectus, including the risk factors described below, before deciding to invest in the Offer
Shares. The occurrence of any of the following events, or other events not currently anticipated, could have a
material adverse effect on our business, prospects, financial condition, results of operations, the market price of
the Offer Shares and our ability to make dividend distributions to our shareholders. All or part of an investment
in the Offer Shares could be lost. The price of securities can and does fluctuate, and any individual security is
likely to experience upward or downward movements and may even become valueless. There is an inherent risk
that losses may be incurred rather than profit made as a result of buying and selling securities. Our past
performance is not a guide to our future performance. There may be a large difference between the buying price
and the selling price of the Offer Shares. For investors that deal in a range of investments, each investment carries
a different level of risk.
This section does not purport to disclose all of the risks and other significant aspects of investing in the Offer
Shares. The risks described below are not the only risks facing us. Additional risks and uncertainties not currently
known to us or those we currently view to be immaterial may also materially and adversely affect our business,
financial condition or results of operations. Investors should undertake independent research and study the
trading of securities before commencing any trading activity. You should seek professional advice if you are
uncertain of, or have not understood, any aspect of this Offer or the nature of risks involved in purchasing, holding
and trading the Offer Shares. You should consult your own counsel, accountant and other advisors as to the legal,
tax, business, financial and related aspects of an investment in the Offer Shares.
The means by which we intend to address the risk factors discussed herein are principally presented under
“Business” beginning on page 164, “Management’s Discussion and Analysis of Financial Condition and Results
of Operations” beginning on page 82, “Industry Overview” beginning on page 126 and “Directors and
Management” beginning on page 228 of this Prospectus. In addition, certain risk factors discussed below provide
references to specific sections elsewhere in this Prospectus wherein the such risks may primarily be addressed.
The risk factors discussed in this section are of equal importance and are separated into categories for ease of
reference only. The order in which risks are presented is not necessarily an indication of the likelihood of the
risks actually materializing, of the potential significance of the risks or of the scope of any potential harm to our
business, results of operations, financial condition and prospects.
RISKS RELATING TO OUR BUSINESS
The Philippine broadband industry is competitive, and our growth strategy depends on our continued
ability to compete effectively
We face competition from two major telecommunications companies in the Philippines and other operators, and
may face competition from potential new entrants in the future. The two major telecommunications companies in
the Philippines have certain competitive advantages, including financial and human resources, large customer
bases, attractive product offerings and brand recognition, that could help expand their broadband businesses. They
may offer price reductions and adopt other promotion and marketing initiatives to grow their market positions,
which could increase our competitive pressures.
Although the two major operators’ networks rely mainly on legacy copper infrastructure today, these companies
are continuing to roll-out fiber networks and may eventually establish a more extensive fiber network
infrastructure in the future. This may require us to invest to expand and upgrade our own end-to-end fiber network
to remain competitive, which may in turn adversely affect our operating and financial performance. In addition,
due to the size and geography of the Philippine archipelago, it may not be commercially feasible for us to expand
our network into certain new service areas. See “Industry—Philippine Residential Broadband Market, —
Philippines Enterprise Wired Connectivity Market” on beginning on page 130.
Our competitiveness will also depend on effective marketing initiatives and our ability to anticipate and respond
to various factors affecting the industry, including potential new entrants in the Philippine telecommunications
market, new services, pricing strategies by other providers, changes in customer preferences and economic,
political and social conditions in the markets in which we operate. The increase in revenue generated by our
residential and enterprise businesses between 2016 and 2019 was driven primarily by an increase in the number
of customers. We may be unable to maintain our subscriber acquisition rate, and our subscriber acquisition cost
may increase, due to increased competition in our industry that could require increased advertising, marketing and
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sales expenses, which could materially adversely affect our results of operations, financial condition and prospects
See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Significant
Factors Affecting Our Results of Operations—Growth of our Residential Business, —Growth of our Enterprise
Business” and “Business—Competition” beginning on page 205.
We are subject to certain risks in respect of the rollout and maintenance of our network
The rollout (including construction and expansion) and maintenance of our network, which we manage through
our subsidiary MetroWorks (see “Business—Our Proprietary Network—Our Network Competitive Advantage”
on page 200), are subject to certain risks that may delay the introduction of our services and increase or accelerate
our capital expenditures and other expenses. These risks include:
•

changes in, or our inability to accurately estimate, demand for our services, which could result in our
developing excess or insufficient capacity;

•

disputes with contractors, accidents or fraud, theft and other malfeasance, which could delay our rollout,
increase our costs, result in litigation, or damage our reputation;

•

failure of our contractors to deliver their services in a timely or satisfactory manner, including as a result
of difficulties in obtaining the appropriate manpower complement or equipment and materials;

•

the geography of the Philippine archipelago, which could delay our rollout or increase our costs in remote
or inaccessible regions;

•

obtaining licenses, permits and approvals, complying with environmental regulations (including the need
to perform feasibility studies) and navigating changes in the legal, political or regulatory landscape,
including at the local government level, which may delay the rollout of the project, require longer lead
times for construction and increase our costs;

•

increase in our capital expenditures, including due to inaccurate planning and foreign exchange rate
movements; and

•

adverse weather conditions, natural disasters and COVID-19 (or any other future epidemics) travel and
movement restrictions (see “Business—Recent Developments”), which could delay our rollout or increase
our costs.

If we fail to successfully maintain and continuously upgrade our network, which is currently one of the newest
and most technologically advanced in the Philippines (see “Industry Overview”), our competitive position in the
market could be materially and adversely affected.
Any of the foregoing risks (some of which are beyond our control) could materially adversely affect our business,
results of operations, financial condition and prospects. See “Business—“Strengths and Strategies—Strengths—
An extensive and proprietary end-to-end fiber infrastructure, with in-house expertise in network rollout.”
Our inability to acquire and retain customers, both residential and enterprise, materially adversely affects
our operating results and financial condition
We enter into fixed-term subscription contracts with our existing customers. To retain existing customers and
acquire new customers, we must:
•

offer services that are useful and attractively priced to customers;

•

develop new services in anticipation of evolving customer needs;

•

provide customer service that meets customer expectations;

•

maintain the quality of our services (e.g., meeting SLAs, if any);

•

successfully bid for enterprise contracts;
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•

manage and ensure compliance of third-party sales agents and managed service providers with our
policies;

•

continue to appropriately incentivize our third-party sales agents and managed service providers to
expand and optimize our customer penetration in their respective areas;

•

monitor and develop relationships with enterprise clients through our key account managers; and

•

react quickly to our competitors across products, pricings, promotions and technology.

We may be unable to achieve the foregoing, which could lead to a lower customer acquisition rate and a higher
customer churn rate, each of which could materially adversely affect our business, results of operations, financial
condition and prospects. Our ability to retain customers also depends on the ability of our customers to maintain
their operations, which may be affected by, among others, the continuing attractiveness of the Philippines as a
destination for BPOs and other sectors with high value broadband requirements. Moreover, in order to retain
customers, we may need to offer discounts and promotions, which could have a material adverse effect on our
business and results of operations.
Our contracts with enterprise customers typically contain guaranteed SLAs and service delivery date targets, and
our inability to meet our service level guarantees, including due to events beyond our control such as fiber cuts,
equipment failure, and third-parties being unable to meet their underlying commitment with us, could materially
and adversely affect our revenues. See “Management’s Discussion and Analysis of Financial Condition and
Results of Operations—Significant Factors Affecting Our Results of Operations—Growth of our Residential
Business, —Growth of our Enterprise Business” and “Business—Our Residential Business—Customer Experience
and Retention; —Our Enterprise Business—Providing Superior Customer Experience throughout the Customer
Journey” on beginning on page 83.
We may be unable to adapt to technological and other changes in our industry and evolving industry
standards could harm our competitive position or negatively impact our results of operations
We operate in an industry driven by technological change, and we may be required to further upgrade our network
technology. In addition, advances in technology and electronics and their impact on our operations and the
competitive landscape of our industry are difficult to predict. We may be unable to adopt technological changes
more successfully than our competitors, which could materially adversely affect our business, results of
operations, financial condition and prospects.
To remain competitive in the market, we have to anticipate and react to changes in customer preferences and
broader economic, political and social conditions in the Philippines. If we fail to react in a timely manner to such
changes, our market share and ability to attract customers may be reduced or deteriorate, which could materially
adversely affect our business, results of operations, financial condition and prospects. We may also be required to
upgrade our network or our systems in response to changes in technology, which could increase our capital
expenditure and our operating costs, which would materially and adversely affect our results of operations and
financial condition. We may incur more capital expenditure than we currently contemplate.
Although fixed wireless access in the Philippines faces challenges because of the current sub-optimal mobile
tower infrastructure according to MPA (see “Industry Overview” beginning on page 126), wireless technology
(such as 5G) may develop rapidly in the future and wireless services may compete with the fixed broadband
market. If this occurs, certain of our target customers may elect to rely on wireless technology for their broadband
needs, especially if offered on more attractive terms. Further, customers who do not require higher speed data
connection may choose to rely on these and other alternative technologies for their data connectivity, especially
if offered on more attractive terms.
Although we generate industry leading capital efficiency as measured by ROIC (see “Industry Overview”
beginning on page 126), expanding our network coverage and upgrading to new technology is capital intensive.
We may incur higher levels of capital expenditure than originally anticipated in order to maintain and expand our
network coverage. If our capital expenditures exceed our projections or our operating cash flow is lower than
expected, we may be required to seek additional debt or equity financing for expansion, future maintenance and
upgrades, which could have an adverse effect on the value of our Common Shares and prospects. If we are required
to incur significantly higher levels of capital expenditure, it may not be successful and may not result in
corresponding growth of our business and the expected positive impact on our results of operations. If our capital
expenditure requirements increase due to these or other factors, it may have an adverse impact on our business,
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results of operations, financial condition and prospects. See “Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Significant Factors Affecting Our Results of Operations—Capital
Expenditures” on page 95.
The loss of key suppliers or their failure to deliver equipment or services in a timely or satisfactory manner
or at attractive prices could materially adversely affect our operating and financial performance
We rely on third parties for the supply of network materials (e.g., fiber optics), equipment (e.g., network terminals,
equipment routers and equipment for customer premises) and services (e.g., construction work, outsourcing of
operations and international connectivity). An adequate and dependable supply of network materials, equipment
and services is critical to our ability to deliver high quality broadband services to our customers. If our suppliers
are unable to provide the equipment and services we require in a timely or satisfactory manner or if the prices of
such materials, equipment or services increase due to lack of supply in the market or greater demand for such
materials, equipment or services, we may incur additional costs and delays as we source supplies from an
alternative suppliers, which could materially adversely affect our business, results of operations, financial
condition and prospects.
In addition, the failure by our suppliers to deliver products and services in a timely or satisfactory manner, may
result in difficulties in delivering our internet services, which could damage our reputation and result in a loss of
existing and potential customers. It may also be difficult or impossible to enforce claims against our suppliers
(particularly our foreign suppliers) and our ability to recover damages from suppliers who fail to comply with
their agreements with us may be limited.
We also maintain important relationships and rely on key suppliers and service providers. While we engaged with
a diversified base of more than 250 suppliers in 2019, historically we have had some exposure (including with
respect to the sourcing of our network materials and equipment) to certain Chinese vendors such as ZTE, Huawei
and Huawei Marine, among others. In the year 2019, the percentage of our total costs attributable to our largest
supplier was approximately 12%, and the percentage of our total costs attributable to our five largest suppliers
was approximately 30%. See “Business—Suppliers” on page 204. In such cases where we have made substantial
investments with a particular supplier, it may be difficult and costly for us to quickly replace such supply or
service relationships in the event that such supplier refuses to offer us favorable prices or ceases to produce
equipment or provide the services or support that we require. Upon the expiration of our supply agreements, our
ability to renew or enter into new contracts with our existing or other suppliers on commercially attractive terms,
or at all, will depend on a range of commercial and operational factors and events which may be beyond our
control.
We note that some countries and telecommunications service providers have banned the use of certain
technologies and equipment provided by Huawei and its affiliates for different reasons. We consider such
developments in our decision-making with respect to our relationship with Huawei, one of our key suppliers, and
plan to continue to do so.
Moreover, our supply chains may be disrupted by the general economic effects of epidemics, such as COVID-19.
During the COVID-19 pandemic, there were limited product shipments into and out of China and other countries,
which delayed the delivery of some of our supplies from China. During the imposition of enhanced quarantine
measures in the Philippines, certain of our suppliers also requested to shorten the payment days for their invoices
because of liquidity concerns, including in relation to making payments to their employees, own suppliers or
subcontractors. This may result in shrinking the pool of qualified vendors which may in turn materially impact
their ability to fulfill their obligations and thereby impact our operations. The limited number of vendors may also
result in our dependence on a single vendor to provide critical services. While we maintain sufficient inventory,
a future global or regional epidemic or other crisis may reduce our access to the supplies we need to operate our
business or result in our suppliers suffering liquidity problems or financial difficulties and ceasing to deliver our
supplies or honoring warranties under our agreements, which could materially adversely affect our business,
results of operations, financial condition and prospects.
As part of our extensive capital expenditure program to expand our fiber footprint and fiber network infrastructure
and our IT systems, we have entered into agreements to build, upgrade and modernize a significant portion of our
IT infrastructure. We cannot guarantee that we will be able to accomplish this transformation in a timely fashion,
or at all, or in the manner intended. Furthermore, we cannot guarantee that such transformation will not result in
service disruptions, network outages, or encounter other issues that may detrimentally affect consumer experience.
This may adversely affect our business, financial condition and results of operations.

50

Our ability to service our customers could potentially be disrupted if our supplier(s) is no longer able or willing
to provide us with our product or cannot provide us with our products due to extenuating territorial circumstances
or supply disruptions. In the event that either of our potential suppliers cannot or will not provide us with the
service or product required, we may be forced to find alternative supplies. We cannot guarantee that we will be
able to obtain our products or products of similar quality from alternate suppliers. Failure to obtain alternative
sources will disrupt our operations and hinder our ability to generate revenues. See “Management’s Discussion
and Analysis of Financial Condition and Results of Operations—Significant Factors Affecting Our Results of
Operations—Operating Cost Structure—Network Materials and Supplies; —Capital Expenditures” on beginning
page 93.
Our revenues and profitability may be adversely affected by increased bandwidth and leased line costs
We incur bandwidth and leased line costs when we transmit data through network lines that we lease from
domestic and international third parties, such as electricity providers and other connectivity operators. In addition,
as we continue to expand to new areas in the future, we may rely on third-party bandwidth and leased lines
domestically to offer our broadband services in areas that we are yet to fully reach using our proprietary network.
An increased in bandwidth costs and leased line costs or the inability to lease lines to access certain areas, could
reduce our revenues and could materially and adversely affect our business and results of operations.
Although unit bandwidth costs have been consistently declining in the Philippines and globally, and we intend to
acquire proprietary access on bandwidth to key international routes, there is no assurance that our unit bandwidth
costs will keep declining consistently in tandem with the market, especially around the time we renew our existing
bandwidth contracts, which in turn could have a material adverse impact to our business and results of operations.
Our bandwidth agreements are generally renewed annually, and our costs depend on the market unit bandwidth
rates at the time of each renewal.
Our network has been built with significant excess capacity and redundancy, which has proven to be reliable and
resilient even during the ECQ period where internet usage spiked up by over 60%. Following the internet usage
spike, we were able to quickly upgrade our network which resulted in network utilization levels reverting to
normalized levels. While we will continue to build our network with significant excess capacity and redundancy,
there is no assurance that if similar events happen in the future, we will be able to successfully manage in a manner
similar to our response during ECQ period, which in turn could affect our services quality and have a material
adverse impact to our business and results of operations. See “Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Significant Factors Affecting Our Results of Operations—
Operating Cost Structure—Bandwidth and Leased Line Costs” on page 93.
We may not be able to secure financing at favorable terms in the future
Our ability to secure debt and equity financing is critical to make capital expenditures, refinance our indebtedness,
and fund working capital and other payments. While we have secured up to ₱32,753.0 million (U.S.$657.0
million) of long-term credit commitments from leading Philippine banks with an average all-in interest rate of
approximately 5% as of June 30, 2020, we may be unable to continue securing financing at similar or better terms.
See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Liquidity and
Capital Resources—Indebtedness” on page 121 of this Prospectus for a summary of our existing facilities and
related covenants. Our continued access to debt and equity financing is subject to external factors outside our
control, such as political, economic and social changes globally, as well as global disruptions in equity and credit
markets.
We have invested significant capital, including an aggregate of approximately ₱26.7 billion (U.S.$535.6 million)
from January 1, 2016 through June 30, 2020, in order to primarily build out our proprietary, end-to-end fiber
network. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Liquidity and Capital Resources—Capital Expenditures” on page 120 of this Prospectus.
If we are unable to secure debt or equity financing on favorable terms in the future, we may be required to delay
our capital expenditures, monetize certain assets, restructure existing indebtedness and forgo capital-intensive
opportunities (including acquisitions), any of which could materially adversely affect our business, results of
operations, financial condition and prospects.
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We require a significant amount of cash to service our debt and sustain our operations and our ability to
generate cash and obtain financing depends on many factors, including higher interest rates and costs
associated with such financing.
Our ability to make payments on and refinance our indebtedness, fund working capital and make capital
expenditures in the long term, will depend on our future operating performance and ability to generate sufficient
cash over the longer term and obtain financing on acceptable terms. This depends on the success of our business
strategy and on economic, financial, competitive, market, legislative, regulatory and other factors, as well as the
factors discussed in these “Risk Factors,” many of which are beyond our control.
No assurance can be provided that our business will generate sufficient cash flows from operations or that future
debt or equity financings will be available to us to pay our debt when due or to fund our other capital requirements
or any operating losses. Moreover, our ability to arrange for and obtain financing will depend on numerous factors,
including interest rates and costs related to such financing, general economic and capital markets conditions, credit
availability from banks or other lenders, investor confidence, and political and economic conditions in the
Philippines. Any refinancing of our indebtedness could be at higher interest rates and may require us to comply
with more onerous covenants, which could restrict our business and could have a material adverse effect on our
financial condition and results of operations.
If our future cash flows from operations and other capital resources are insufficient to pay our obligations as they
mature or to fund our liquidity needs, we may be forced to reduce or delay our business activities or capital
expenditures; sell assets; obtain additional debt or equity capital; restructure or refinance all or part of our debt on
or before maturity; or forego opportunities such as acquisitions of other businesses. No assurance can be provided
that we would be able to accomplish these alternatives on a timely basis or on satisfactory terms, if at all. Any
failure to raise funds to make planned capital expenditures or meet working capital requirements on satisfactory
terms, or at all, may have a material adverse effect on our business, results of operations, financial condition and
prospects. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Liquidity and Capital Resources—Indebtedness” and “Business—Strengths and Strategies—Strengths—Industryleading growth, profitability and capital efficiency, combined with a healthy balance sheet.”
Our network and systems are vulnerable to physical or electronic security breaches, piracy, hacking and
other similar disruptive problems.
Despite security measures, our network and systems are potentially vulnerable to physical or electronic break-ins,
computer viruses, piracy, hacking, phishing attacks and other similar disruptive problems. Furthermore, our
operating activities could be subject to risks caused by misappropriation, misuse, leakage, falsification or
accidental release or loss of information maintained in our information technology systems and network and those
of our third party vendors, including customer, personnel and vendor data. Breaches of our network, including
breaches through piracy or hacking, may result in unauthorized access to content carried on our network or a
breach of privacy of voice and information transmissions over our network. Although we employ security
mechanisms including the use of firewalls and distribution denial of service preventative measures, designed to
minimize the risk of privacy breaches, there can be no assurance that these or other measures will be effective.
Significant failure of encryption and security measures could damage our reputation and the credibility of our
operations, undermine consumer confidence and may result in the imposition of regulatory measures to ensure
the security of services. The occurrence of any of these events may have a material adverse effect on our business,
financial condition, results of operations and prospects and may also require us to incur further expenditure to put
in place more advanced security systems to protect our network and systems. See “Business—Information
Technology, —Data Protection and Cybersecurity, —Disaster Recovery” beginning on page 202.
Any deficiency in our billing and credit control processes, IT systems and customer management could
materially and adversely affect our results of operations and financial condition
Reliable billing, credit control, collection and customer management systems are critical to our ability to maintain
and increase turnover, avoid turnover loss, monitor potential credit problems and bill customers accurately and in
a timely manner, the failure of which could affect our business, results of operations and financial condition. We
will need to continue to calibrate and adapt our billing and credit control systems as our business continues to
grow, and the expansion of our business may impose a greater burden on our systems and may strain our
administrative, operational and financial resources.
Our billing, credit control, collection and customer management systems may be affected by computer viruses,
cyber-attacks, software flaws and systems failures, human error in managing or operating our software systems,
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and increased operational load as a result of an increase in the scale of our operations. Any deficiency in our
billing, credit control, collection and customer management systems, credit fraud, or delays in upgrades or
integration of new systems could materially adversely affect our business, results of operations, financial condition
and prospects. See “Business—Information Technology, —Data Protection and Cybersecurity, —Disaster
Recovery” beginning on page 202.
Any disruption to our network rollout, services and operations or damage to or failure of our network,
including as a result of natural disasters, public health crises and accidental damage, could materially and
adversely affect our financial performance and operations.
The continuity of our services and growth of our business is highly dependent on the proper functioning of our
network and infrastructure, our ability to conduct maintenance, upgrades and repairs on our network and
infrastructure, and our ability to continue our network rollout and expansion. In particular, damage or disruptions
to our network operations, other network infrastructure and expansion plans, as a result of natural disasters and
calamities such as typhoons, floods and earthquakes, public health crises and other events beyond our control,
could materially and adversely affect our financial performance and operations. In addition, our network
operations may be disrupted as a result of accidental damage, including from natural disasters or environmental
elements such as heavy rainfall or typhoons, or by third parties such as local government authorities undertaking
construction works alongside our underground network cables. Our customers may also claim from us any loss
or damage they may suffer as a result and our insurance may not be sufficient to cover such claims.
The Philippines has experienced a number of major natural catastrophes including typhoons, droughts, floods,
volcanic eruptions and earthquakes. Most recently, in January 2020, a volcano erupted causing ashfall and
earthquakes in Southern Luzon and other parts of Luzon, including Metro Manila, resulting in the suspension of
classes, work schedules, and flights. There can be no assurance that the occurrence of such natural catastrophes
will not materially disrupt our operations or that we will have sufficient resources to timely address any disruptions
or damage to our operations, which could materially adversely affect our business, financial conditions and results
of operations. See “Business—Information Technology, —Data Protection and Cybersecurity, —Disaster
Recovery” on beginning on page 202.
We are subject to significant government regulation and supervision, and our failure to obtain and
maintain regulatory licenses and permits could materially and adversely affect our operating and financial
performance
Our business depends, in part, upon the success of the expansion and management of our backbone, network
rollout and systems. The broadband, data communications and internet services which we provide are regulated
and we are supervised and regulated by various regulatory authorities, including the National Telecommunications
Commission (“NTC”).
We are required to obtain and maintain a franchise from the Philippine Congress to maintain telecommunications
systems throughout the Philippines and numerous regulatory licenses and permits from various entities such as
the NTC and local government units for the installation of our cables and other activities. In 2009, Congress
passed Republic Act No. 9707 (“R.A. No. 9707”) into law, granting Converge its franchise for a term of 25 years,
or until 2034. R.A. No. 9707 mandates us to offer at least 30% of our outstanding capital stock in any securities
exchange within five years of commencement of operations in compliance with the constitutional provision to
encourage public participation in public utilities. The NTC has subsequently confirmed that this requirement must
be complied with within 10 years from the commencement of our operations in 2012 (or by June 2022) and we
intend to comply with this requirement on or before June 2022. Our franchise under R.A. 9707 is also subject to
other conditions and reporting obligations, for which the record of compliance may no longer be available or
which we believe would not be applicable pursuant to Section 17 of R.A. No. 9707. In a certification dated August
25, 2020, the NTC confirmed that our Company is in good standing with the NTC in connection with the
requirements of our franchise. Failure to comply may subject our franchise to revocation, and there can be no
assurance that any extension to comply with this requirement by June 2022 will be provided. See “Regulatory
and Environmental Matters—Government Franchise” on page 217 of this Prospectus for further information on
our franchise and “Description of Permits and Licenses” on page 211.
Our franchise, licenses and permits are subject to review, interpretation, modification or termination by the
relevant authorities. Our franchise, licenses and permits may not be renewed on terms commercially acceptable
to us, or at all. The relevant government authorities have ultimate discretion over whether licenses or permits will
be granted or revoked. The issuance of our licenses and permits may also be delayed as a result of restrictions on
movement imposed by the government, such as during the ECQ period. Any loss or failure to renew, obtain and
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maintain our franchise, licenses and permits or comply with the terms and conditions of such franchise, licenses
and permits, may delay our development and expansions plans, expose us to sanctions or require us to cease
providing our services, any of which could materially and adversely affect our business, results of operations,
financial condition and prospects.
Before executing our network expansion and infrastructure projects or prior to having these projects become
operational, certain permits and approvals are required, which could take several weeks or months to obtain. A
delay in obtaining permits for our expansion and infrastructure projects may prevent us from completing our
current or future network expansion projects on schedule, or on budget, or at all, which could significantly dampen
our projected revenues and internal rates of return for such projects and materially and adversely affect our results
of operations and financial condition.
Like other telecommunications companies in the Philippines, we are subject to changes in the regulatory regime
from time to time. Any changes in laws, regulations or government policy (or in the interpretation of existing laws
and regulations) may restrict our operations and subject us to further competitive pressure. For example, we could
be harmed by changes in rules related to: data and consumer protection; data retention and technical standards;
health, safety and environment standards; licensing, authorizations, declarations and other permits, certificates
and notices; ISPs, local fixed networks, network access points and closed fixed networks; pricing; and limitations
on our ability to manage traffic on our networks.
Complying with existing regulations may be burdensome, and future changes may increase our operational and
administrative expenses and reduce revenues, which could materially adversely affect our business, results of
operations, financial condition and prospects. There is no assurance that the Government or its relevant
administrative agencies will not impose additional or more stringent laws, regulations or government policies in
the future, which may subject our Company to more onerous obligations. See “Description of Permits and
Licenses.”
Our contractual arrangements with Comclark and its affiliates expose us to transfer pricing risk and we
are party to a number of related party transactions
We have entered into arrangements with Comclark and its affiliated companies. These arrangements primarily
consist of lease agreements, cable TV agreements and construction services agreements. Our related party
transactions are described under “Related Party Transactions” and the notes to our financial statements appearing
elsewhere in this Prospectus. As of June 30, 2020, amounts due to related parties excluding amounts due in relation
to lease agreements was ₱145.5 million. In addition, amounts due to related parties in relation to long term lease
agreements (with average period of 10 years, signed in 2019) is capitalized in the balance sheet as per PFRS 16.
As of June 30, 2020, the capitalized balance was ₱1.4 billion.
Although our practice is to enter into contracts with these affiliated companies on commercial terms which are at
least as favorable as the terms available from non-affiliated parties, there is no assurance that our related party
transactions will not adversely affect our business, results of operations, financial condition and prospects. We
are subject to transfer pricing regulations, and the BIR may determine that certain of our related party transactions
are not conducted on an arm’s length basis, which could result in adjustments by the BIR that could have a material
adverse effect on our operational and financial performance (see “Related Party Transactions—Transfer Pricing
Regulations” on page 245 of this Prospectus).
Our majority shareholders may exert substantial influence over Converge and their interests may not be
the same as those of other shareholders
Comclark, our majority shareholder, is controlled by the Founders. As of the date of this Prospectus, Comclark
owns 71% and, following the completion of the Offer, will continue to own over 60% of our total issued and
outstanding capital stock (assuming the Overallotment Option is not exercised) (see “Principal and Selling
Shareholders”). While we have established a corporate governance framework (see “Directors and Senior
Management—Corporate Governance Framework” on page 233 of this Prospectus), our Founders are able to
exercise significant influence over us through their voting rights at our annual shareholders’ meetings, including
in relation to major policy decisions such as our overall strategic and investment decisions, dividend plans, capital
raisings and other financings, mergers and disposals, election of members of our Board of Directors, appointment
of our senior officers and other significant corporate actions. The interest of the Founders as our ultimate
controlling shareholders may differ significantly from or compete with our interests or the interests of our other
shareholders, and there can be no assurance that our Founders will not cause us to take actions that might differ
from the interests of our other shareholders.
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Dissatisfaction with our customer service could prevent us from retaining our customers or adversely affect
our ability to acquire new customers.
The satisfaction of our customers depends in particular on the effectiveness of our customer service, in particular
our ability to address requests and inquiries, install services, and deal with complaints and service issues, in a
timely and satisfying manner. Although our Customer Experience Group maintains service desks, hotlines, email
and social media accounts and a customer portal, gofiber.ph, to address customer needs and concerns, any
unsatisfactory response or lack of responsiveness by our customer service team could adversely affect customer
satisfaction and loyalty and our business reputation. Dissatisfaction with our customer service could have a
material adverse effect on our reputation, business, financial condition, results of operations and prospects. See
“Business—Our Residential Business—Customer Experience and Retention” on page 186 and “Business—Our
Residential Business—Customer Experience and Retention; —Our Enterprise Business—Providing Superior
Customer Experience throughout the Customer Journey” on page 195.
We rely on our brand reputation to help grow our customer base
We operate under the “Converge” brand name and our continued success and growth depends upon our ability to
protect and promote our brand equity in existing and growth service areas. Prolonged service failure, security
breaches, piracy and ineffective promotional activities may adversely impact the overall strength of our brand.
Furthermore, the appeal and availability of our services, pricing strategy, points of sale locations, installation and
after sales customer services all affect our customers’ perceptions of us. If we do not fulfil the high expectations
of our customers, we risk damaging our reputation and brand, which could lead to a decline in customer numbers
and revenues, and could materially and adversely affect our business, results of operations, financial condition
and prospects. See “Business—Strengths and Strategies—Strengths—Superior offering rooted in a deep
understanding of our customers’ priorities” on page 170.
Our business relies on third-party licenses and other intellectual property arrangements
We rely on third-party licenses and other intellectual property arrangements to enable us to carry on our business.
Certain of our network materials and telecommunications equipment, including hardware, software and firmware
deployed on our network are licensed or purchased from various third parties, including from vendors holding the
intellectual property rights to these elements and equipment. There can be no assurance that other providers or
other third parties will not challenge or circumvent the intellectual property rights we license or that such
intellectual property rights are valid, enforceable or sufficiently broad to protect our interest or will provide us
with any competitive advantage. Any loss or withdrawal of those intellectual property rights could affect our
ability to provide our services. See “Business—Intellectual Property, —Information Technology” on page 206.
Intellectual property claims by third parties or our failure to protect our intellectual property rights could
diminish the value of our brand and weaken our competitive position
We have registered and are in the process of registering our intellectual property rights relating to certain of our
products and trademarks. See “Business—Intellectual Property” on page 206 of this Prospectus. We believe that
our trademarks and other proprietary rights, including our brands, have significant value and are important to
identifying and differentiating certain of our products and services and our brand from those of our competitors.
There can be no assurance that the steps we take to protect our intellectual property rights are adequate and that
third parties will not assert rights in, or ownership of, our name, trademarks and other intellectual property rights.
The costs of defending and enforcing our intellectual property rights may cause us to incur significant time and
legal expense, and we may not be entirely successful in protecting our assets and enforcing our rights. If we are
unable to obtain and maintain our intellectual property rights, the value of our brand could be diminished and our
competitive position could be affected, which, in turn, could materially and adversely affect our business, financial
condition, results of operations and prospects, as well as our reputation.
We are subject to the risk of fluctuations in foreign currency exchange rates
Our sales and debt financing are denominated in Philippine Peso, while purchases on certain network materials
and equipment are in currencies other than Philippine Peso, particularly the U.S. dollar. In 2019, approximately
25% of our payments (e.g. capital and operating expenditures) were denominated in U.S. dollars. Movements in
exchange rates between the Philippine Peso and U.S. dollar could have an adverse effect on our results of
operations and financial condition to the extent we have a mismatch between our earnings in Philippine Pesos and
our costs denominated in other currencies. See “Management’s Discussion and Analysis of Financial Condition
and Results of Operations—Liquidity and Capital Resources—Foreign Currency Exchange Risk” on page 124.
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We may not be able to increase or maintain ARPU.
We may not be able to successfully implement our business strategies to increase or maintain ARPU. We aim to
increase ARPU through improved product offerings, offering customers higher value broadband plans and
customer service. If we fail to successfully execute these and/or other strategies, we may not be able to increase
or maintain ARPU. In addition, to increase our subscription base, it may be necessary to reduce our prices or offer
discounts or promotions, which may result in a decrease in ARPU. If ARPU fails to increase or falls as a result of
these or other factors, including any changes in regulations, it may have an adverse impact on our business, results
of operations, financial condition and prospects. See “Management’s Discussion and Analysis of Financial
Condition and Results of Operations—Significant Factors Affecting our Results of Operations—Growth of our
Residential Business—Maintaining residential ARPU at healthy levels” on page 87; —Growth of our Enterprise
Business—Maintaining healthy enterprise ARPU” on page 92.
We may be unable to attract and retain key personnel, directors, managers, employees and other
individuals without whom we may not be able to manage our business effectively
We depend on the availability and continued service of a number of key account managers, employees and other
individuals, including our directors and senior management. These key individuals are heavily involved in the
daily operation of our business and are, at the same time, required to make strategic decisions, ensure their
implementation and manage and supervise our development. The loss of some of these key individuals could
significantly impede our financial plans, product development, network expansion, marketing and other plans.
Our future operating results depend, in a significant part, upon the continued contributions of our Founders and
senior management, and our ability to expand our senior management team by adding highly skilled new
members, who may be difficult to identify and recruit. If our Founders, some of our senior executives or other key
individuals cease their employment or engagement with us, or if we fail to attract and retain highly skilled and
qualified personnel across or continue to successfully expand, train, manage and motivate our employee base, our
business, financial condition, results of operations and prospects could be materially adversely affected. See
“Business—Human Resources” on page 205.
We may be involved in legal and other proceedings from time to time
From time to time, we may be involved in disputes with various parties and may be adversely affected by
complaints, investigations and litigation from customers or regulatory authorities resulting from network and
product quality, illness, injury or other safety concerns or other issues stemming from our network, products and
services. Regardless of the outcome, these disputes and investigations may lead to legal or other proceedings and
may result in substantial costs and the diversion of resources and management’s attention. In addition, we may
have disagreements with regulatory bodies in the course of operations, which may subject us to administrative
proceedings and unfavorable decisions that may result in penalties or other liabilities. Any of these outcomes
could materially adversely affect our business, financial condition and results of operations.
We may be involved in tax audits or investigations from time to time which may result in the assessment of
additional tax liabilities.
From time to time, we may be subject to routine or special tax and audit processes and investigations by regulatory
bodies such as the BIR in relation to taxes in connection with our operations. Furthermore, such audits may require
the production of certain documents which may no longer be available because of the length of time since such
documents were executed or prepared. Any adverse finding resulting therefrom may lead to administrative
proceedings and the assessment of additional tax liabilities or result in fines or penalties.
For example, a preliminary assessment notice, which we believe to be a notice typically received by Philippine
companies from time to time, for the taxable year 2018 was issued to our Company, which remains pending as of
the date of this Prospectus. These tax audits may also lead to legal or other proceedings to contest such
assessments, where warranted, and may result in substantial costs and the diversion of resources and
management’s attention. There can be no assurance that the outcome or results of these proceedings will not
materially harm our business or reputation. Further, there can be no assurance that provisions made for the losses
relating to these disputes and claims will be sufficient to cover the amounts finally determined to be due.
There are certain assets which our Company does not consider real property but which may be subject to real
property tax. We believe that any potential real property tax liability will not be significant and material.
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Labor disputes or changes in employment laws may disrupt our operations
We generally consider our labor relations to be good and harmonious. However, there can be no assurance that
we will not experience future disruptions to operations due to labor disputes or other issues with employees, which
could materially adversely affect our business, results of operations, financial condition and prospects.
Various labor laws govern our relationship with our employees and affect operating costs. These laws include
minimum wage requirements, mandatory health benefits, overtime compensation, and other terms and conditions
of employment. These and significant changes in labor regulations, for example, in respect of outsourcing services
to third-party contractors, could materially affect our business, financial condition, operating results or cash flow.
Engagement of third-party service providers carries certain inherent risks, including potential actions from
employees of third-party service providers who may claim an employee-employer relationship with us and the
risk that third-party contracting arrangements in place may be found by the DOLE to be “labor-only contracting”,
which could have a significant impact on labor costs. We are also exposed to litigation risk from employees of
our various third-party contractors, who may implead Converge as party to their labor cases and labor disputes
against these third-party contractors.
Our insurance policies may be insufficient or we may experience a delay between an insured loss occurring
and being compensated by our insurers
We maintain a number of different types of insurance policies to cover our operations and assets. We do not carry
insurance in respect of certain risks that we believe are not customary industry practice in the Philippines,
including the fiber-optic cables that have been installed as part of our network. Accordingly, there have been and
may be circumstances in which we will not be covered or compensated, in part or at all, for specific losses,
damages and liabilities. For example, in 2016, two of our warehouses caught fire which resulted in a loss of
approximately ₱96.5 million representing the cost of network materials and supplies. If we suffer a significant
uninsured loss or if an insurance claim in respect of the subject matter of insurance is not accepted or any insured
loss suffered by us significantly exceeds our insurance coverage, our business and financial performance could be
impacted.
Our insurance coverage is subject to various limitations and exclusions, retention amounts and limits. Material
losses in excess of insurance proceeds may arise in the future. If a loss arises that is covered by insurance there
may be a time delay between the loss occurring and the insurer making a payment. Furthermore, if any of our
insurance providers becomes insolvent, we may not be able to successfully claim payment from such insurance
provider. Moreover, our insurance policies and terms of coverage will be subject to renewals and negotiations on
a periodic basis and there is no assurance that adequate insurance coverage will be available on commercially
reasonable terms in the future. Any risk that is not adequately covered by insurance or any material increase in
insurance rates, decrease in available coverage or any failure to maintain adequate insurance in the future could
impact our business and financial performance. See “Business—Insurance” on page 208.
Continued compliance with, and any changes in, environmental laws and regulations may adversely
affect our results of operations and financial condition
We are subject to various laws and regulations relating to environmental matters. These include laws relating to
the protection of the environment, human health and human safety such as laws and regulations governing the
management and disposal of, and exposure to, hazardous materials, for which we could be liable for the costs of
removal of certain hazardous substances and clean-up of certain hazardous locations. The failure to remove or
clean-up such substances or locations, if any, could adversely affect our operations on such sites and could
potentially also result in claims against us. In addition, any project that could be expected to have a significant
impact to the quality of the environment is subject to the Philippine Environment Impact Study system, for which
an Environmental Compliance Certificate (“ECC”) would need to be obtained from the Philippine Department of
Environment and Natural Resources (“DENR”), before the project can proceed. See “Regulatory and
Environmental Matters—Environmental Laws” on page 225 of this Prospectus. Our planned nationwide
submarine cable network that will connect the main islands of the Philippine archipelago, requires the relevant
ECC to be obtained. There can be no assurance that current or future environmental laws and regulations
applicable to us will not change, that relevant permits will be obtained as a results of such changes or that
complying with applicable environmental laws and regulations will not increase the costs of conducting our
business above currently projected levels or require future capital expenditures.
We cannot predict what environmental legislation or regulations will be amended or enacted in the future, how
existing or future laws or regulations will be enforced, administered or interpreted, or the amount of future
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expenditures that may be required to comply with these environmental laws or regulations or to respond to
environmental claims. The introduction or inconsistent application of, or changes in, laws and regulations
applicable to our business could materially adversely affect our business, results of operations, financial condition
and prospects.
A downturn in the domestic, regional or global economy may adversely affect our business
We are exposed to risks associated with any future downturn in the domestic, regional or global economy. Global
financial markets have remained volatile since the global financial crisis that started in 2008 and remain
susceptible to renewed shocks. There can be no assurance that economic performance, whether globally or in the
Philippines, can or will be sustained in the future. Any future global downturn, such as that experienced from
2008 to 2011, could have a material and adverse effect on our business, financial condition, results of operations
and prospects.
The global economic downturn resulting from the COVID-19 pandemic may have an adverse impact in the
Philippines’ macroeconomic indicators, such as employment, consumer confidence, disposable income, private
spending and business transactions. Since the outbreak of COVID-19, several companies were closed temporarily
for precautionary reasons, which have led to a decrease in economic activity in the Philippines. We cannot foresee
when the disruptions of business activities caused by the outbreak of COVID-19 will cease. See “—Risks relating
to the Philippines—Public health crises or outbreaks of diseases could have an adverse effect on economic activity
in the Philippines, and could materially and adversely affect our business, financial condition and results of
operations.”
In addition, a loss of investor confidence in the financial systems may cause increased volatility in the financial
markets and a slowdown in economic growth or economic contraction in the Philippines. Any such increased
volatility or slowdown could reduce the demand for our services, affect the ability of our customers to pay for our
services or subscribe to value added services, force our customers to downsize bandwidth requirements, among
others, all of which will materially adversely affect our business, results of operations, financial condition and
prospects.
Any future changes in PFRS and PAS may affect the financial reporting of our business
PFRS and PAS continue to evolve, and certain newly promulgated standards and interpretations taking effect at
the beginning of a relevant year may affect the financial reporting of our businesses. Effective January 1, 2019,
PFRS 16 replaced the guidance of PAS 17 that relates to the accounting by lessees and the recognition of almost
all leases in the balance sheet. PFRS 16 removed the current distinction between operating and financing leases
and requires recognition of an asset (the right-of-use asset) and a lease liability to pay rentals for virtually all lease
contracts. Under PFRS 16, a contract is, or contains, a lease if the contract conveys the right to control the use of
an identified asset for a period of time in exchange for consideration.
We have adopted PFRS 16 retrospectively from January 1, 2019, but we have not restated our financial statements
for previous periods, as permitted under the specific transition provisions in the standard. The reclassifications
and the adjustments arising from the new leasing rules are therefore recognized in the opening balance sheet on
January 1, 2019.
Changes in regulations or user concerns regarding privacy and protection of user data, or any failure to
comply with such laws, could adversely affect our business
Legislation such as Republic Act No. 10173 and its implementing rules and regulations (the “Data Privacy Act”)
aim to protect individual privacy. The rules apply to the processing of personal data in the public and private
sectors, as well as to acts done or practices engaged in and outside of the Philippines under certain conditions.
From 2018, the National Privacy Commission (the “NPC”), has gradually shifted its focus from campaigning for
Data Privacy Act awareness to compliance checks on entities engaged in personal data processing. Personal data
breaches and other controversies relating to the unauthorized processing of personal data both within the
Philippines and abroad have also increased public scrutiny on the activities of entities engaged in personal data
processing.
Any failure, or perceived failure, by us to make effective modifications to our policies, or to comply with any
privacy, data-retention or data-protection-related laws, regulations, orders or industry self-regulatory principles,
including the Data Privacy Act, could result in proceedings or actions against us by governmental entities or
others, loss of user confidence and damage to our reputation, any of which could potentially have a material
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adverse effect on our business. We may also be required to incur further expenditure to put in place more advanced
security systems to protect our network and systems. See “Business—Data Protection and Cybersecurity” on page
203.
RISKS RELATING TO THE PHILIPPINES
We closely monitor and adopt the necessary financial, operational and other controls and policies within the
context of the prevailing business, economic, and political environment in the Philippines to address risks relating
to the Philippines.
Political instability in the Philippines may have a negative effect on the Philippine economy and business
environment which could have a material adverse impact on our business.
The Philippines has from time to time experienced political and military instability. In recent history, there has
been political instability in the Philippines, including impeachment proceedings against two former presidents and
the chief justice of the Supreme Court of the Philippines, hearings on graft and corruption issues against various
government officials, and public and military protests arising from alleged misconduct by previous and current
administrations. There can be no assurance that acts of political violence will not occur in the future and any such
events could negatively impact the Philippine economy. An unstable political environment may negatively affect
the general economic conditions and operating environment in the Philippines, which in turn could have a material
adverse effect on our business, operations, and financial condition.
In addition, the Company may be affected by political and social developments in the Philippines and changes in
the political leadership and/or government policies in the Philippines. Such political or regulatory changes may
include (but are not limited to) the introduction of new laws and regulations that could impact our business.
There can be no assurance that the current administration will continue to implement social and economic policies
that promote a favorable and stable macroeconomic and business environment. Policy instabilities or fundamental
change of policy directions, including those with respect to Philippine foreign policy, may lead to an increase in
political or social uncertainty and the loss of investor confidence in the Philippines. The President’s unorthodox
and radical methods may also raise risks of social and political unrest. Any potential instability could have an
adverse effect on the Philippine economy, which may impact our business, prospects, financial condition and
results of operations.
Our business activities and assets are based in the Philippines, therefore, any downturn in the Philippine
economy could have a material adverse impact on our business, financial condition, results of operations,
and prospects.
We derive our operating income and operating profits from the Philippines and, as such, we are highly dependent
on the state of the Philippine economy. Factors that may adversely affect the Philippine economy include:
decreases in business, industrial, manufacturing or financial activities in the Philippines, the Southeast Asian
region or globally; scarcity of credit or other financing, resulting in lower demand for products and services; the
sovereign credit ratings of the country; foreign exchange rate fluctuations; foreign exchange controls; a prolonged
period of inflation or increase in interest rates; levels of employment, consumer confidence and income; decrease
in remittances from OFWs; changes in the Government’s taxation policies; Government budget deficits; the
emergence of infectious diseases and epidemics in the Philippines or in other countries in Southeast Asia and any
related restrictions on travel and movement to control the spread of disease; natural disasters, including but not
limited to tsunamis, typhoons, earthquakes, fires, floods and similar events; political instability, terrorism or
military conflict in the Philippines, other countries in the region or globally; and other regulatory, social, political
or economic developments in or affecting the Philippines.
Any future deterioration in economic conditions in the Philippines due to these or other factors could materially
and adversely affect our customers and contractual counterparties. This, in turn, could materially and adversely
affect our financial position and results of operations. Therefore, changes in the conditions of the Philippine
economy could materially and adversely affect our business, financial condition or results of operations.
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Public health crises or outbreaks of diseases could have an adverse effect on economic activity in the
Philippines, and could materially and adversely affect our business, financial condition and results of
operations.
An outbreak of disease or similar public health threat, such as COVID-19, or a pandemic, could trigger a public
health crises which would have an adverse effect on economic activity in the Philippines, and could materially
and adversely affect our business, financial condition and results of operations. In addition, outbreaks of disease
could result in increased government restrictions and regulation, including quarantines of our personnel and
customers, or an inability to access our facilities or network infrastructure, which could adversely affect our
operations.
In December 2019, COVID-19, a novel strain of coronavirus was reported in Wuhan, China. The World Health
Organization declared COVID-19 as a pandemic on March 11, 2020 and the following day, the Philippine
Government raised the “Code Red Sublevel 2 alert” on COVID-19 and an enhanced community quarantine
(“ECQ”) and stringent social distancing measures were put in place over the entire of Luzon, including Metro
Manila, from March 17, 2020 to May 15, 2020 (the “ECQ period”). The measures imposed included requiring
strict home quarantine; prohibiting mass gatherings; closing of private establishments except for those providing
basic necessities; suspending mass public transport facilities; and restricting land, domestic air, and domestic sea
travel to and from Luzon, including Metro Manila.
On May 11, 2020, the Inter-Agency Task Force of Emerging Infectious Disease (“IATF”) placed high-risk local
government units under modified ECQ (“MECQ”) from May 16, 2020 until May 31, 2020, where certain
industries were allowed to operate under strict compliance with minimum safety standards and protocols. On May
27, 2020, the IATF reclassified various provinces, highly urbanized cities and independent component cities
depending on the risk-level. Meanwhile, on May 28, 2020, the Government placed Metro Manila under general
community quarantine, allowing for the partial reopening of certain businesses and public transportation while
continuing to limit general movements. On June 1, 2020, Metro Manila was placed under general community
quarantine (“GCQ”) and was subsequently placed under MECQ again from August 4, 2020 to August 18, 2020.
As of the date of this Prospectus, Metro Manila is under GCQ. These measures have caused disruption to
businesses and economic activities, and their impacts on businesses continue to evolve.
The Cabinet-level Development Budget Coordination Committee announced in August 2020 that it expects the
country’s gross domestic product (“GDP”) to contract by 4.4% to 6.6% or an average of 5.5% for 2020 due to the
economic effects of the outbreak, and the resulting domestic shutdowns, reduced tourism, disrupted trade and
manufacturing and financial market spillovers. On May 7, 2020, the National Economic Development Authority
reported that the Philippine economy had slowed down for the first time in 22 years, contracting 0.2% in the first
quarter of 2020, from a 5.6% growth rate in the first quarter of 2019 and after 84 consecutive quarters of economic
growth. In early August 2020, the Philippine Statistics Authority revised the first quarter estimates, stating that
the economy contracted by 0.7% compared to same period in the prior year, and that GDP for the second quarter
of 2020 contracted by 16.5%, bringing the country to a technical recession. The Development Budget
Coordination Committee also announced in August 2020 that it was projecting a GDP growth rate of 6.5% to
7.5% for 2021. In August 2020, the regional macroeconomic surveillance organization Asean+3 Macroeconomic
and Research Office (“Amro”) downgraded its GDP outlook for the Philippines and the rest of the ASEAN region,
with Philippine GDP forecasted to contract by 6.6% in 2020 before posting a growth of 6.5% in 2021. The Amro
revised this forecast in September 2020, expecting Philippine GDP to contract by 7.6% in 2020, followed by a
recovery of GDP growth in 2021 for the Philippines of 6.6%.
The extent of the impact of COVID-19 on the Philippine economy and the speed and certainty of any economic
recovery cannot be predicted for certain, and any new surge in infections may result in stricter quarantine or
lockdown measures across provinces, cities and municipalities and may lead to further contraction of the
Philippine economy, closure of businesses, and rise in unemployment rates.
The extent of the impact of the COVID-19 on our operational and financial performance will depend on future
developments, including the duration and spread of the outbreak and related restrictions, and the overall impact
of COVID-19 on the Philippine economy and demand for our products and services, all of which are highly
uncertain and cannot be predicted. See “Business—Recent Developments—A new normal has emerged due to
COVID-19, driving a permanent paradigm shift in connectivity requirements.”
The Philippines has also experienced other public health epidemics or outbreaks of diseases, such as avian
influenza or bird flu, African Swine Fever, dengue and polio, among others, which have adversely affected the
local economy. For example, in August 2019, the Department of Health declared a national dengue epidemic in
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the wake of the 146,062 cases recorded since January up to July 2019 – a number 98% higher than the same period
in 2018. There were 662 deaths. In September 2019, the Department of Health declared a polio epidemic after a
case of the disease was recorded in Lanao del Sur. If any such localized outbreak or any public health epidemic
becomes widespread in the Philippines or increases in severity, this could have an adverse effect on economic
activity in the Philippines, and could materially and adversely affect our business, financial condition and results
of operations.
We have incurred additional expenses relating to the purchase of protective equipment for our employees, the
disinfection and reconfiguration of company premises, and donations to various non-profit institutions, among
others. In addition, we recalibrated our network configuration to adjust for geographical and usage shifts during
the pandemic.
Acts of terrorism could destabilize the country and could have a material adverse effect on our assets and
financial condition.
The Philippines has been subject to a number of terrorist attacks in the past several years. The Philippine army
has been in conflict with various groups which have been identified as being responsible for kidnapping and
terrorist activities in the Philippines as well as clashes with separatist groups. In addition, bombings have taken
place in the Philippines, mainly in cities in the southern part of the country. For example, in January 2019, bombs
were detonated in the Jolo Cathedral in the Municipality of Jolo, Sulu and a Mosque in Zamboanga City,
Zamboanga del Sur. In May 2017, a clash erupted in Marawi, Lanao del Sur between government security forces
and the ISIS-affiliated Maute group, following the government’s offensive to capture alleged ISIS leader in
Southeast Asia, Isnilon Hapilon, who was believed to be in the city. President Duterte immediately declared
Martial Law in Mindanao amid protests from the opposition and sectors of civil society. In a special joint session
convened on July 22, 2017, both Houses of Congress voted to extend Martial Law until the end of 2017. On
October 17, 2017, President Duterte declared the liberation of Marawi City. The clashes resulted in the loss of
lives of civilians, soldiers and ISIS-inspired extremists, as well as damage to property and livelihood of Marawi
residents and the reconstruction of the city is on-going. Martial Law in Mindanao was extended by both Houses
of Congress until December 31, 2019, which has since been lifted. On July 3, 2020, Republic Act No. 11479,
otherwise known as the Ant-Terrorism Act of 2020, was signed into law and to replace Republic Act No. 9372,
otherwise known as the Human Security Act of 2007. The law is currently being challenged in the Supreme Court
by multiple groups.
An increase in the frequency, severity or geographic reach of these terrorist acts, violent crimes, bombings and
similar events could have a material adverse effect on investment and confidence in, and the performance of, the
Philippine economy. Any such destabilization could cause interruption to our business and materially and
adversely affect our financial conditions, results of operations and prospects.
Continued conflicts between the Government and separatist groups could lead to further injuries or deaths by
civilians and members of the Armed Forces of the Philippines, which could destabilize parts of the Philippines
and adversely affect the Philippine economy. There can be no assurance that the Philippines will not be subject to
further acts of terrorism or violent crimes in the future, which could have a material adverse effect on our business,
financial condition, and results of operations.
Territorial disputes with China and a number of Southeast Asian countries may disrupt the Philippine
economy and business environment.
The Philippines, China and several Southeast Asian nations have been engaged in a series of longstanding
territorial disputes over certain islands in the West Philippine Sea, also known as the South China Sea. The
Philippines maintains that its claim over the disputed territories is supported by recognized principles of
international law consistent with the United Nations Convention on the Law of the Sea (“UNCLOS”). Despite
efforts to reach a compromise, a dispute arose between the Philippines and China over a group of small islands
and reefs known as the Scarborough Shoal. Actions taken by both sides have threatened to disrupt trade and other
ties between the two countries, including a temporary ban by China on Philippine banana imports, a temporary
suspension of tours to the Philippines by Chinese travel agencies and the rejection by China of the Philippines’
request for arbitral proceedings administered in accordance with the UNCLOS to resolve the disputes.
In 2016, the Permanent Court of Arbitration ruled in favor of the Philippines against China over territorial disputes
in the West Philippine Sea. The arbitral tribunal unanimously ruled, among others, that (a) China has “no historical
rights” to the resources within the sea areas falling within the “nine-dash line;” (b) Chinese reclamation activity
in the West Philippine Sea has caused irreparable damage to the environment, obligating the Chinese government
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to stop further activities in the West Philippine Sea; and (c) China has violated the Philippines’ sovereign rights
in its exclusive economic zone by interfering with Philippine fishing and petroleum exploration, constructing
artificial islands, and failing to prevent Chinese fishermen from fishing in the zone. However, China has said it
will not recognize the ruling. With no formal enforcement mechanism in place, the territorial dispute in the West
Philippine Sea remains contentious and unresolved.
There had been other occurrences of territorial disputes with Malaysia and Taiwan. In March 2013, several
hundred armed Filipino-Muslims illegally entered Malaysia in a bid to enforce an alleged historical claim on the
territory. Clashes between the Filipino-Muslim individuals and the Malaysian armed forces resulted in casualties
on both sides. Taiwan imposed economic sanctions on the Philippines as a result of an incident in May 2013,
whereby a Taiwanese fisherman was unintentionally killed by a Philippine coast guard ship that opened fire on
his vessel in a disputed exclusive economic zone between Taiwan and the Philippines. The sanctions were
eventually lifted after a formal apology was issued by the Government.
Should territorial disputes between the Philippines and other countries in the region continue or escalate further,
the Philippines and its economy may be disrupted and our operations could be adversely affected as a result.
Investors may face difficulties enforcing judgments against the Company.
It may be difficult for investors to enforce judgments against the Company obtained outside of the Philippines. In
addition, majority of our directors and officers are residents of the Philippines, and all or a substantial portion of
the assets of such persons are located in the Philippines. As a result, it may be difficult for investors to effect
service of process upon such persons, or to enforce against them judgments obtained in courts or arbitral tribunals
outside the Philippines predicated upon the laws of jurisdictions other than the Philippines.
The Philippines is party to the United Nations Convention on Recognition and Enforcement of Foreign Arbitral
Awards, but it is not party to any international treaty relating to the recognition or enforcement of foreign
judgments. Nevertheless, the Philippine Rules of Civil Procedure provide that a final and conclusive judgment of
a foreign court is enforceable in the Philippines through an independent action filed to enforce such judgment,
and without re-trial or re-examination of the issues, only if: (i) such judgment was obtained by collusion or fraud,
(ii) the foreign court rendering such judgment did not have jurisdiction, (iii) such order or judgment is contrary to
good customs, public order, or public policy of the Philippines, (iv) the party against whom the enforcement is
sought did not receive notice of the proceedings before the foreign court, or (v) such judgment was based upon a
clear mistake of law or fact.
Corporate governance, disclosure and financial reporting standards in the Philippines may differ from
those in other countries.
There may be less publicly available information about Philippine public companies than is regularly made
available by public companies in other countries. While we will comply with the requirements of the Philippine
SEC and PSE with respect to corporate governance standards in respect of a publicly listed company, these
standards may differ from those applicable in other jurisdictions.
RISKS RELATING TO THE OFFER AND THE OFFER SHARES
There has been no prior market for the Common Shares, so there may be no liquidity in the market
for the Offer Shares and the price of the Offer Shares may fall.
There has been no prior trading in the Common Shares and there can be no assurance that an active market for the
Offer Shares will develop following the Offer or, if developed, that such market will be sustained.
The Offer Price has been determined after taking into consideration a number of factors including, but not limited
to, our prospects, the market prices for shares of companies engaged in related businesses similar to that of our
business and prevailing market conditions. The price at which the Common Shares will trade on the PSE at any
point in time after the Offer may vary significantly from the Offer Price.
The market price of the Common Shares may be volatile, which could cause the value of investors’
investments in the Common Shares to decline.
The market price of Shares could be affected by several factors, including: general market, political and economic
conditions; changes in earnings estimates and recommendations by financial analysts; changes in market
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valuations of listed stocks in general and other retail stocks in particular; the market value of our assets; changes
to Government policy, legislation or regulations; and general operational and business risks.
In addition, many of the risks described elsewhere in this Prospectus could materially and adversely affect the
market price of the Common Shares.
In part as a result of the global economic downturn, the global equity markets have experienced price and volume
volatility that has affected the share prices of many companies. Share prices for many companies have experienced
wide fluctuations that have often been unrelated to the operating performance of those companies. Fluctuations
such as these may adversely affect the market price of the Common Shares.
There can be no guarantee that the Offer Shares will be listed on the PSE, or that there will be no regulatory
action that could delay or affect the Offer.
Purchasers of the Trading Participants and Retail Offer Shares will be required to pay for such Offer Shares on
the Trading Participants and Retail Offer Settlement Date, which is expected to be on or about October 16, 2020.
There can be no guarantee that listing will occur on the anticipated Listing Date or at all. Delays in the admission
and the commencement of trading in shares on the PSE have occurred in the past. If the PSE does not admit the
Offer Shares onto the PSE, the market for the Offer Shares will be illiquid and shareholders may not be able to
trade the Offer Shares. This may materially and adversely affect the value of the Offer Shares.
The Offer Shares may not be a suitable investment for all investors.
Each prospective investor in the Offer Shares must determine the suitability of that investment in light of its own
circumstances. In particular, each prospective investor should: have sufficient knowledge and experience to make
a meaningful evaluation of Converge and its businesses, the merits and risks of investing in the Offer Shares and
the information contained in this Prospectus; have access to, and knowledge of, appropriate analytical tools to
evaluate, in the context of its particular financial situation, an investment in the Offer Shares and the impact the
Offer Shares will have on its overall investment portfolio; have sufficient financial resources and liquidity to bear
all of the risks of an investment in the Offer Shares, including where the currency for purchasing and receiving
dividends on the Offer Shares is different from the potential investor’s currency; understand and be familiar with
the behavior of any relevant financial markets; and be able to evaluate (either alone or with the help of a financial
advisor) possible scenarios for economic, interest rate and other factors that may affect its investment and its
ability to bear the applicable risks.
Future sales of Shares in the public market could adversely affect the prevailing market price of the
Common Shares and shareholders may experience dilution in their holdings.
In order to finance the expansion of our business and operations, the Board will consider the funding options
available to them at the time, which may include the issuance of new Shares. Pursuant to an amendment to the
Articles of Incorporation approved by the Board of Directors and the stockholders on June 10, 2020, our
stockholders shall have no pre-emptive right to subscribe to any issue or disposition of shares of any class. While
the Revised Corporation Code of the Philippines and the listing rules of the PSE provide for some degree of
minority shareholders’ protection, if additional funds are raised by us through the issuance of new equity or equitylinked securities other than on a pro rata basis to existing shareholders such as through a share rights offer, the
percentage ownership of existing shareholders may be reduced, shareholders may experience subsequent dilution
or such securities may have rights, preferences and privileges senior to those of the Offer Shares.
Further, the market price of the Common Shares could decline as a result of future sales of substantial amounts of
the Common Shares in the public market or significant sales, including by our shareholders, or our Founders or
key employees under who have share based compensation, or the issuance of new Shares, or the perception that
such sales, transfers or issuances may occur. This could also materially and adversely affect the prevailing market
price of the Common Shares or our ability to raise capital in the future at a time and at a price we deem appropriate.
The PSE rules require existing shareholders owning at least 10% of the outstanding shares of a company not to
sell, assign or in any manner dispose of their shares for a period of 180 days after the listing of the Common
Shares. In addition, all shares issued or transferred within 180 days prior to the commencement of the Offer at an
issue price less than the price per Offer Share shall be subject to a lock-up period of at least 365 days from the
date that full payment is made on such Shares, as required by the PSE. To implement this lock-up requirement,
the PSE requires the applicant company to lodge the shares with the PDTC through a PCD participant for the
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electronic lock-up of the shares or to enter into an escrow agreement with the trust department or custodian unit
of an independent and reputable financial institution.
Moreover, a listed company on the PSE shall be prohibited from offering additional securities, except offerings
for stock dividends and employee stock option plans, within 180 calendar days from the date of initial listing.
Except for such restrictions, there is no restriction on our ability to issue Shares or the ability of any of our
shareholders to dispose of, encumber or pledge, their Shares, and there can be no assurance that we will not issue
Shares or that such shareholders will not dispose of, encumber or pledge, their Shares.
Investors may incur immediate and substantial dilution as a result of purchasing Common Shares in the
Offer.
The issue price of the Common Shares in the Offer may be substantially higher than the net tangible book value
of net assets per share of the outstanding Shares. Therefore, purchasers of Shares in the Offer may experience
immediate and substantial dilution and our existing shareholders may experience a material increase in the net
tangible book value of net assets per share of the Common Shares they own. See “Dilution” on page 75 of this
Prospectus.
Shareholders may be subject to limitations on minority shareholders’ rights and regulations may differ
from those in more developed countries.
Our corporate affairs are governed by our Articles of Incorporation and By-Laws and the Revised Corporation
Code of the Philippines. The laws of the Philippines relating to the protection of interests of minority shareholders
differ in some respects from those established under the laws of more developed countries. Such differences may
mean that our minority shareholders may have less protection than they would have under the laws of more
developed countries. The obligation under Philippine law of majority shareholders and directors with respect to
minority shareholders may be more limited than those in certain other countries such as the United States or the
United Kingdom. Consequently, minority shareholders may not be able to protect their interests under current
Philippine law to the same extent as in certain other countries.
The Revised Corporation Code of the Philippines, however, provides for minimum minority shareholders
protection in certain instances wherein a vote by the shareholders representing at least two-thirds our outstanding
capital stock is required. The Revised Corporation Code of the Philippines also grants shareholders an appraisal
right allowing a dissenting shareholder to require the corporation to purchase his shares in certain instances.
Derivative actions are rarely brought on behalf of companies in the Philippines. Accordingly, there can be no
assurance that legal rights or remedies of minority shareholders will be the same, or as extensive, as those available
in other jurisdictions or sufficient to protect the interests of minority shareholders.
There can be no assurance that we will be able to pay dividends or maintain any given level of dividends.
If we do not generate sufficient net operating profit, our income and resulting ability to pay dividends will be
adversely affected. Dividends shall be declared and paid out of our unrestricted retained earnings, which shall be
payable in cash, property or stock to all shareholders on the basis of outstanding stock held by them. However,
the Board of Directors, in its discretion, may decide to declare dividends to be payable in property or shares. The
declaration of dividends is subject to the requirements of applicable laws and regulations, and circumstances
which restrict the payment of dividends.
The Board may, at any time, modify any dividend policy taking into consideration various factors including: the
level of our cash earnings, return on equity and retained earnings; our results for, and our financial condition at
the end of, the year in respect of which the dividend is to be paid and its expected financial performance; the
projected levels of capital expenditure and other investment plans; restrictions of payment of dividends that may
be imposed on us by any of our financing arrangements and current and prospective debt service requirements;
and such other factors as the Board deems appropriate. See “Dividends and Dividend Policy” beginning on page
70 of this Prospectus.
No assurance can be given as to our ability to make or maintain dividends. Nor is there any assurance that the
level of dividends will increase over time, or that we will generate adequate income available for dividends to
shareholders.
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The Common Shares are subject to Philippine foreign ownership limitations.
The Common Shares are subject to Philippine foreign ownership limitations. The Philippine Constitution and
related statutes set restrictions on foreign ownership in companies engaged in certain activities. In particular,
foreign ownership in telecommunications companies is limited to a maximum of: (i) 40% of its issued and
outstanding capital stock; and (ii) 40% of its total issued and outstanding voting shares. Furthermore, ownership
of private lands in the Philippines is also a nationalized activity reserved to Filipino citizens and corporations and
associations at least 60% of whose capital is owned by Filipino citizens. We own private lands in the Philippines.
Given the foregoing, we cannot allow the issuance or the transfer of shares to persons other than Philippine
Nationals and cannot record transfers in our books if such issuance or transfer would result in us ceasing to be a
Philippine National for purposes of complying with the restrictions on foreign ownership. These restrictions may
adversely affect the liquidity and market price of the Common Shares to the extent international investors are not
permitted to purchase Shares in normal secondary transactions. As of the date of this Prospectus, we are compliant
with all conditions for foreign shareholder ownership under the prevailing provisions of applicable laws. See
“Regulatory and Environmental Matters—Foreign Investments and Laws and Regulations Relating to
Restrictions on Foreign Equity” on page 225 of this Prospectus.
Future changes in the value of the Philippine Peso against the U.S. dollar and other currencies will affect
the foreign currency equivalent of the value of the Common Shares and any dividends.
Fluctuations in the exchange rate between the Philippine Peso and other currencies will affect the foreign currency
equivalent of the Philippine Peso price of the Common Shares on the PSE. Such fluctuations will also affect the
amount in foreign currency received upon conversion of cash dividends or other distributions paid in Philippine
Pesos by us on, and the Philippine Peso proceeds received from any sales of, the Common Shares.
The Philippine economy has experienced volatility in the value of the Philippine Peso and also limitations to the
availability of foreign exchange. In July 1997, the BSP announced that the Peso can be traded and valued freely
on the market. As a result, the value of the Philippine Peso underwent significant fluctuations between July 1997
and December 2004 and the Philippine Peso declined from approximately ₱29.00 to U.S.$1.00 in July 1997 to
₱56.18 to U.S.$1.00 by December 2004. As of June 30, 2020, the Philippine Peso has appreciated to ₱49.85 per
U.S.$1.00 from ₱50.74 per U.S.$1.00 as of December 31, 2019 and from ₱52.72 per U.S.$1.00 at the end of 2018,
based on BSP data. See “Exchange Rates.”
Converge is required to maintain a minimum public ownership of 20%
In accordance with the SEC Memorandum Circular No. 13 Series of 2017 and under the PSE Amended Rule on
Minimum Public Ownership (“MPO Rule”), our Company is required to maintain a minimum public ownership
(“MPO”) of 20.0% of our total issued and outstanding shares. Listed companies that become non-compliant with
the MPO Rule will be suspended from trading for a period of not more than six months and will automatically be
delisted if it remains non-compliant with the MPO Rule after the lapse of the suspension period. Suspended or
delisted shares will not be traded on the PSE. In addition, the sale of shares of listed companies that do not maintain
the MPO are not considered publicly listed for taxation purposes and should, therefore, be subjected to capital
gains tax and documentary stamp tax. See “The Philippine Stock Market—Amended Rule on Minimum Public
Ownership” on page 257 of the Prospectus.
RISKS RELATING TO CERTAIN INFORMATION IN THE PROSPECTUS
Certain information contained herein is derived from unofficial publications.
Certain information in this Prospectus relating to the Philippines, the broadband and internet services industry and
market, including statistics relating to market size, is derived from various Government and private publications.
This Prospectus also contains industry information which was prepared from available public sources,
independent market research conducted by MPA as well as the results of market research carried out by Nielsen
(an independent market research agency) commissioned by our Company and MPA to provide an overview of the
segments of the industry in which we operate and the competitiveness of our industry. The information contained
in that section may not be consistent with other information regarding our industry. Similarly, industry forecasts
and other market research data, including those contained or extracted herein, have not been independently
verified by us, the Selling Shareholders, the International Bookrunners, the Joint Local Underwriters and Joint
Bookrunners and the Local Participating Underwriters, nor any of their respective affiliates or advisors, and may
not be accurate, complete, up to date or consistent with other information compiled within or outside the
Philippines. Prospective investors are cautioned accordingly.
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USE OF PROCEEDS
The gross proceeds that we will receive from the Primary Shares will be up to ₱9,136.0 million (U.S.$183.3
million) and we estimate that the net proceeds from the Primary Shares will be up to approximately ₱8,747.3
million (U.S.$175.5 million) after deducting the applicable underwriting fees, costs and expenses for the Offer
payable by us. We will not receive any proceeds from the sale of the Secondary Shares by the Selling Shareholders.
EXPENSES
Based on an Offer Price of up to ₱19.00 per Offer Share, we estimate that the total proceeds from the offer of
Primary Shares, total expenses for the offer of Primary Shares and the net proceeds from the offer of Primary
Shares will be:
Estimated Amounts
(₱) (in millions)
Estimated Total proceeds from the offer of Primary Shares .......................................

9,136.0

Estimated Expenses:
Underwriting and selling fees for the offer of the Primary Shares (including fees to be
paid to the International Bookrunners, Sole Local Coordinator, Joint Local Underwriter
and Bookrunner, Joint Local Underwriter and Joint Bookrunner, Local Participating
Underwriters and Local Selling Agents)*..........................................................................
Fees to be paid to the PSE Trading Participants (Selling Agents) ......................................
Taxes to be paid (Documentary Stamp Tax) ......................................................................
Philippine SEC Registration, Filing and Legal Research Fees ..........................................
PSE listing and processing fee ...........................................................................................
Estimated professional fees (including legal, accounting and financial advisory fees) .....
Estimated other expenses ...................................................................................................
Total estimated expenses from the offer of Primary Shares ........................................
Estimated net proceeds from the offer of Primary Shares ...........................................

178.2
18.3
1.2
11.4
109.6
50.0
20.0
388.7
8,747.3

*Assuming aggregate underwriting and selling fees equivalent to up to 1.95% of the gross proceeds

The actual underwriting and selling fees and other Offer-related expenses may vary from the estimated amounts.
The estimated expenses set forth in the table above reflect the estimated expenses relating to the Primary Offer
and are presented in this Prospectus for convenience only. Taxes and underwriting and selling fees and certain
other fees and expenses specifically pertaining to the sale of the Secondary Shares by the Selling Shareholders
will be paid by the Selling Shareholders, including fees to PSE Trading Participants of approximately ₱38.9
million.
Estimated Amounts
(₱ millions)
Secondary Shares and
Option Shares
(assuming full
exercise of
Overallotment
Secondary Shares
Option)
Estimated total proceeds from the offer of the Selling
Shareholders’ Shares ...................................................................
Estimated Expenses:
Underwriting and selling fees(including fees to be paid to the
International Bookrunners, Sole Local Coordinator, Joint Local
Underwriter and Bookrunner, Joint Local Underwriter and Joint
Bookrunner, Local Participating Underwriters and Local Selling
Agents)* ............................................................................................
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19,464.2

23,754.3

379.6

463.2

Fees to be paid to the PSE Trading Participants ...............................

38.9
116.8
13.6

38.9
142.5
16.6

50.0
20.0

50.0
20.0

Total estimated expenses from the offer of the Selling
Shareholders’ Shares ......................................................................

618.9

731.3

Estimated net proceeds from the offer of the Selling
Shareholders’ Shares ......................................................................

18,845.3

23,023.0

Taxes to be paid (Stock Transaction Tax).........................................
Crossing expenses .............................................................................
Estimated professional fees (including legal, accounting and
financial advisory fees) .....................................................................
Estimated other expenses ..................................................................

*Assuming aggregate underwriting and selling fees equivalent to up to 1.95% of the gross proceeds

We will not receive any of the proceeds from the sale of the Selling Shareholders’ Shares. The actual underwriting
and selling fees and other Offer-related expenses may vary from the estimated amounts indicated above. The
estimated amounts used to determine the estimated net proceeds are presented in this Prospectus for convenience
only.
USE OF PROCEEDS
Details on the proposed use of net proceeds, based on the Offer Price of up to ₱19.00 per Offer Share, after
deducting the applicable underwriting fees, costs and expenses for the Offer payable by us, are as follows:

Use of Proceeds
Capital Expenditures
General Corporate Purposes
Estimated Net Proceeds ........................................

Estimated
Amounts
₱ millions

Estimated Timing of
Disbursement

7,872.6

2021 - 2022

874.7

2021 - 2022

₱8,747.3

In the event that the net proceeds from the Primary Offer is less than the expected amount, we intend to allocate
the proceeds in order of priority as follows:
1. Capital expenditures
2. General corporate purposes
Capital Expenditures
Approximately 90% of the net proceeds from the sale of the Primary Shares will be used to fund capital
expenditures in connection with (i) outside plant equipment, (ii) inside plant equipment, and (iii) other property,
plant and equipment (“PPE”) and intangible assets, for the purpose of accelerating our nationwide fiber network
rollout. We plan to use the proceeds to continue to execute our two-pronged network expansion strategy of (i)
deepening the reach of our network in our existing markets in Luzon (our “Go Deep Strategy”); and (ii) expanding
the reach of our network into new markets including Visayas and Mindanao (our “Go National Strategy”).
Outside Plant Equipment
Approximately 60% to 80% of the net proceeds from the sale of Primary Shares will be used for the purchase of
our outside plant equipment, or passive or not electrically powered network equipment, related to the construction
of our proprietary end-to-end fiber network. In particular, the estimated net proceeds will be used to fund the
purchase of fiber-optic cables, the construction of our domestic backbone and distribution networks, including the
construction of poles, the installation of network access points and ports, and investments in international
bandwidth capacity on major international connectivity networks.
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Inside Plant Equipment
Approximately 10% to 20% of the net proceeds from the sale of Primary Shares will be used investments into our
inside plant equipment, or active or electrically powered network equipment. This includes dense wavelength
division multiplexing (“DWDM”) equipment and routers for activating the network buildout discussed in the
planned outside plant equipment above.
Other Property, Plant and Equipment and Intangible Assets
Approximately 10% to 20% of the net proceeds will be used for investments into other PPE and intangible assets.
This includes customer premise equipment such as customer modems and routers, general IT investments such as
laptop computers and related office equipment and such as IT systems and software, to support and complement
our fiber network expansion.
General Corporate Purposes
We intend to use the remainder of the net proceeds or approximately 10% of the net proceeds from the sale of the
Primary Shares for general corporate purposes, including for our working capital requirements such as noncapitalizeable repairs and maintenance of PPE, support inventory requirement for installation materials including
to fund any unexpected increase in inventory requirements.
The proposed use of proceeds described above represents a best estimate of the use of the net proceeds of the
Primary Offer based on our current plans and expenditures. The actual amount and timing of disbursement of the
net proceeds from the Primary Offer for the uses stated above will depend on various factors which include, among
other things, changing market conditions or new information regarding the cost or feasibility of our plans. Our
cost estimates may change as we develop our plans, and actual costs may be different from our budgeted costs.
We expect that the net proceeds from the sale of the Primary Shares, our cash flows from operations, our available
cash (₱8,982.1 million (U.S.$180.2 million) as of June 30, 2020), our existing long-term credit commitments
(₱32,753.0 million (U.S.$657.0 million), which are mostly in seven to 10-year term loans and our net debt (as
measured by total debt less cash and cash equivalents) of ₱1,527.4 million (U.S.$30.6 million) as of June 30,
2020, representing a net leverage (measured by net debt as of June 30, 2020 divided by EBITDA for the last 12
months ended June 30, 2020) of approximately 0.3 times, will enable us to fund our planned nationwide fiber
network expansion, including the expansion set out above to the extent that the expected proceeds from the Offer
are insufficient to fund the intended use of the proceeds as indicated above.
To the extent that the net proceeds from the Primary Offer are not immediately applied to the above purposes, we
will invest the net proceeds from the sale of the Primary Shares in short-term liquid investments including, but
not limited to, interest-bearing short-term demand deposits, short-term government securities and/or money
market instruments, which are expected to earn interest at prevailing market rates.
No amount of the proceeds is to be used to reimburse any officer, director, employee, or shareholder, for services
rendered, assets previously transferred, money loaned or advanced, or otherwise.
UNDERTAKINGS ON USE OF PROCEEDS
Our Company undertakes not to use the net proceeds from the Offer for any purpose, other than as discussed
above. Our cost estimates may also change as these plans are developed further, and actual costs may be different
from budgeted costs. For these reasons, timing and actual use of the net proceeds may vary from the foregoing
discussion and our management may find it necessary or advisable to alter its plans. In the event of any substantial
deviation, adjustment or reallocation in the planned use of proceeds, we shall inform the SEC, PSE and the holders
of the Preferred Shares in writing at least 30 days before such deviation, adjustment or reallocation is implemented.
Any material or substantial adjustments to the use of proceeds, as indicated above, should be approved by the
Board or the Executive Committee, and disclosed to the PSE. In addition, we shall submit via the PSE’s online
disclosure system, the Electronic Disclosure Generation Technology (“EDGE”), the following disclosures to
ensure transparency in the use of proceeds:
(i) any disbursements made in connection with the planned use of proceeds from the Offer;
(ii) quarterly progress report on the application of the proceeds from the Offer on or before the first
15 days of the following quarter;

68

(iii) annual summary of the application of the proceeds on or before January 31 of the following
year; and
(iv) approval by the Board or the Executive Committee of any reallocation on the planned use of
proceeds. The actual disbursement or implementation of such reallocation must be disclosed by
the Company at least 30 days prior to the said actual disbursement or implementation.
Our Company shall submit a certification by our Treasurer and external auditor on the accuracy of the foregoing
information reported to the PSE, as well as a detailed explanation for any material variances between the actual
disbursements and the planned use of proceeds as described in the Prospectus, if any, in our Company’s quarterly
and annual reports as required in items (ii) and (iii) above. Such detailed explanation will state the approval of the
Board as required in item (iv) above
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DIVIDENDS AND DIVIDEND POLICY
LIMITATIONS AND REQUIREMENTS
Under Philippine law, a corporation can only declare dividends to the extent that it has unrestricted retained
earnings that represent the undistributed earnings of the corporation which have not been allocated for any
managerial, contractual or legal purpose and which are free for distribution to the shareholders as dividends. The
amount of retained earnings available for declaration as dividends may be determined pursuant to regulations
issued by the Philippine SEC. We are permitted under Philippine law to declare cash, property and stock
dividends, subject to certain requirements. See “Description of the Shares—Rights Relating to Shares—Dividend
Rights of the Common Shares” on page 247 of this Prospectus.
The approval of the board of directors is generally sufficient to approve the distribution of dividends, except in
the case of stock dividends which requires the approval of stockholders representing at least two-thirds of the total
outstanding capital stock (which refers to the total shares of stock subscribed by, under binding subscription
agreements with, subscribers or stockholders, whether paid in full or in part, except treasury shares) at a regular
or special meeting duly called for the purpose.
The Revised Corporation Code of the Philippines generally requires a Philippine corporation with retained
earnings in excess of 100% of its paid-in capital to declare and distribute as dividends the amount of such surplus.
Notwithstanding this general requirement, a Philippine corporation may retain all or any portion of such surplus
in the following cases: (i) when justified by definite expansion plans approved by the board of directors of the
corporation; (ii) when the required consent of any financing institution or creditor to such distribution has not
been secured; (iii) when retention is necessary under special circumstances, such as when there is a need for
special reserves for probably contingencies; or (iv) when the non-distribution of dividends is consistent with the
policy or requirement of a Government office.
RECORD DATE AND PAYMENT DATE
Pursuant to existing Philippine SEC rules, any declaration of cash dividends must have a record date not less than
10 nor more than 30 days from the date of declaration. For stock dividends, the record date should not be less than
10 nor more than 30 days from the date of the shareholders’ approval. In either case, the set record date is not to
be less than 10 trading days from receipt by the PSE of the notice of declaration of dividend. In the event that a
stock dividend is declared in connection with an increase in authorized capital stock, the corresponding record
date is to be fixed by the Philippine SEC. In case no record date is specified for the cash and stock dividend
declaration, then the same shall be deemed fixed at 15 days from such declaration.
In relation to foreign shareholders, dividends payable may not be remitted using foreign exchange sourced from
the Philippine banking system unless the investment by such foreign shareholder was first registered with the
BSP. See “Regulatory and Environmental Matters—Foreign Investments and Laws and Regulations Relating to
Restrictions on Foreign Equity” on page 225 of this Prospectus.
Pursuant to the “Amended Rules Governing Pre-emptive and other Subscription Rights and Declaration of Stock
and Cash Dividends” of the Philippine SEC, all cash dividends and stock dividends declared by a company shall
be remitted to PDTC for immediate distribution to participants not later than 18 trading days after the record date
(the “Payment Date”); provided that in the case of stock dividends, the credit of the stock dividend shall be on
the Payment Date which in no case shall be later than the stock dividends’ listing date. If the stock dividend shall
come from an increase in capital stock, all stock shall be credited to PDTC for immediate distribution to its
participants not later than 20 trading days from the record date set by the Philippine SEC, which in no case shall
be later than the stock dividends’ listing date.
In accordance with the PSE disclosure rules, for all cash and stock dividends accruing to shares lodged with the
PDTC, whether from unissued capital or resulting from an increase in capital stock, the same shall be
remitted/credited to the PDTC for immediate distribution to its participants not later than 18 trading days from the
record date.
DIVIDEND POLICY
We do not intend to make any dividend payments in the short to medium term, as we currently intend to retain all
future earnings to finance the continued nationwide expansion of our end-to-end fiber network, which would
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require substantial cash expenditures. Our Board, may, at any time, modify such dividend policy depending upon
the results of operations and future projects and plans and other considerations.
Dividends, if any, shall be declared and paid out of our unrestricted retained earnings which shall be payable in
cash, property or stock to all shareholders on the basis of the outstanding stock held by them. Unless otherwise
required by law, our Board, has sole discretion to determine the amount, type and date of payment of the dividends
to the shareholders, taking into account various factors, including:
•
•
•
•
•
•

the level of our earnings, cash flow, return on equity and retained earnings;
our results for and financial condition at the end of the year in respect of which the dividend is to be paid
and expected financial performance;
the projected levels of capital expenditures and other investment programs;
restrictions on payments of dividends that may be imposed on us by any current or future financing
arrangements and current or prospective debt service requirements; and
such other factors as the Board deems appropriate.
We may also in the future enter into certain financing arrangements that would restrict our ability to pay
dividends.

Prior to the Stock Split, our authorized capital stock of ₱5,000,000,000 was divided into 435,000,000 Common
Shares and 65,000,000 Convertible and Non-Reissuable Preferred Shares, each with a par value of ₱10.00 per
share, of which 125,000,000 common shares and 51,136,363 convertible and non-reissuable preferred shares were
issued and outstanding. Pursuant to our amended Articles of Incorporation to implement the Stock Split, as
approved by our Board of Directors and shareholders on June 10, 2020 and approved by the Philippine SEC on
September 28, 2020, our Company has an authorized capital stock of ₱5,000,000,000 divided into (i)
16,900,000,000 Common Shares; (ii) 3,060,000,000 Preferred Shares; and (iii) 4,000,000,000 Preferred B Shares.
As of the date of this Prospectus, there are 5,000,000,000 Common Shares and 2,045,454,520 Preferred Shares
issued and outstanding. The terms and conditions of the Preferred B Shares were approved by the Board of
Directors in an enabling resolution (the “Enabling Resolution”) on August 13, 2020. The Board’s approval of
the Enabling Resolution was subject to the Philippine SEC approval of the amendments to our Articles of
Incorporation, which approval was secured on September 28, 2020. The Company is required to secure Philippine
SEC approval of the Enabling Resolution prior to any issuance of such Preferred B Shares. Under such Enabling
Resolution, the Preferred B Shares may be issued from time to time certain eligible investors only (i.e., Dennis
Anthony H. Uy and Maria Grace Y. Uy, their companies, corporations, or any affiliates related to them). In relation
to the Preferred Shares that we may issue, our Board is authorized to determine the dividend rate and other terms
and conditions of any issuance of Preferred Shares.
HISTORY OF DIVIDEND PAYMENT
On July 3, 2019, Pentagon Holding Co., Inc. (“Pentagon”), authorized and approved the declaration of cash
dividends to its then common shareholders out of the retained earnings as of December 31, 2018, amounting to
₱192,000,000, which was later corrected via an amended resolution to ₱190,000,000 or ₱152 per share.
On August 15, 2019, our Board of Directors authorized and approved the declaration of certain cash dividends to
holders of record of Common Shares as of August 22, 2019, out of the unappropriated retained earnings as of
December 31, 2018, as follows:

Date of Declaration

Dividend
Rate (per share)

Amount

Record Date

August 15, 2019

₱1.08

₱134,897,402

August 22, 2019

August 15, 2019

U.S.$0.10

U.S.$12,171,914
(₱635,313,051)

August 22, 2019

The above-described dividend declarations by our Company were one-time only declarations made as part of the
agreements in connection with the commitment by Warburg Pincus in 2019 to invest U.S.$ 225,000,000 in our
Company, all of which have now been invested (the “Investment”) and have been paid as of June 2020. These
dividend declarations in connection with the Investment do not represent and should not be construed as our
Company’s dividend policy.
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EXCHANGE RATES
The following table sets forth certain information concerning the exchange rate as set out in the BSP Daily
Reference Exchange Rate Bulletin, expressed in Philippine Pesos per U.S.$1.00:
Philippine Peso/U.S. dollar exchange rate
Period end
Average(1)
High(2)
Low(3)

Year
2015 .........................................................................
2016 .........................................................................
2017 .........................................................................
2018 .........................................................................
2019 .........................................................................
2020
March..............................................................
April ................................................................
May .................................................................
June .................................................................
July .................................................................
August.............................................................
September (as of September 18) .....................

47.17
49.81
49.92
52.72
50.74

45.50
47.49
50.40
52.66
51.80

47.44
49.98
51.80
54.35
52.89

44.05
45.92
49.40
49.69
50.49

51.04
50.59
50.73
49.85
49.22
48.62
48.45

50.90
50.74
50.56
50.10
49.47
48.84
48.53

51.32
50.91
50.79
50.59
49.81
49.11
48.63

50.51
50.59
50.28
49.85
49.20
48.50
48.39

Notes:
(1)

Weighted average for the period ended.

(2)

Highest daily closing exchange rate for the period.

(3)

Lowest daily closing exchange rate for the period.

On October 2, 2020, the closing rate quoted on the BSP Daily Reference Exchange Rate Bulletin was U.S.$1.00
= ₱48.46.
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DETERMINATION OF THE OFFER PRICE
The Offer Price has been set at up to ₱19.00 per Offer Share. The Offer Price will be determined through a
book-building process and discussion among our Company, the Selling Shareholders, the International
Bookrunners and the Joint Local Underwriters and Joint Bookrunners. Since the Common Shares have not been
listed on any stock exchange, there has been no market price for the Common Shares derived from day-to-day
trading.
The factors considered in determining the Offer Price were, among others, our ability to generate and grow our
earnings and cash flows, our short and long-term prospects, the level of demand from institutional investors,
overall market conditions at the time of launch of the Offer, and the market valuation of comparable listed
companies. The Offer Price may not have any correlation to the actual book value of the Offer Shares.
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CAPITALIZATION
As of June 30, 2020, our authorized capital stock was ₱5,000,000,000 divided into 435,000,000 Common Shares,
each with a par value of ₱10.00 and 65,000,000 Preferred Shares, each with a par value of ₱10.00. If the Stock
Split had occurred on June 30, 2020, the as-adjusted authorized capital stock of ₱5,000,000,000 would have been
divided into (i) 16,900,000,000 Common Shares, each with a par value of ₱0.25; (ii) 3,060,000,000 Preferred
Shares, each with a par value of ₱0.25 per share; and (iii) 4,000,000,000 Preferred B Shares, each with a par value
of ₱0.0025 per share. As of the date of this Prospectus, there are 5,000,000,000 Common Shares and
2,045,454,520 Preferred Shares issued and outstanding.
The following table sets forth our capitalization and indebtedness (i) as of June 30, 2020 and (ii) as adjusted to
give effect to the Offer (including the conversion of Coherent Cloud’s Preferred Shares to Common Shares for
purposes of the Offer).
This table should be read in conjunction with our audited financial statements as of June 30, 2020 and notes
thereto, included in the Prospectus.

As of June 30, 2020
as adjusted to give effect to the
Offer

As of June 30, 2020
₱

₱

U.S.$(1)

U.S.$ (1)

10,509.5

(in millions)
210.8
[]

[]

1,250.0
511.4
10,902.6

25.1
10.3
218.7

5,272.9

105.8

[]
[]
[]
[]
[]
[]

[]
[]
[]
[]
[]
[]

35.8

0.7

[]

[]

Other reserves .............................

-

-

[]

[]

Non-controlling interest..............

0.3
17,972.9

0.0
360.5

[]

[]

Debt(2)

Total
..............................
Equity
Share capital
Common shares(3) ...............
Convertible preferred shares(3)
Additional Paid-in Capital ......
Retained earnings
Appropriated .......................
Unappropriated ...................
Reserve for remeasurements of retirement
benefit obligation, net of tax ...

Total Equity ..............................

28,482.4
571.4
[]
[]
Total Capitalization ..................
Notes:
(1) The translation of Philippine Peso amounts into U.S. dollars is provided for convenience only and is unaudited. Amounts
in Philippine Pesos were converted to U.S. dollars using the BSP Daily Reference Exchange Rate as of June 30, 2020 of
U.S.$1.00=₱49.85. See “Exchange Rates.”
(2) Comprised of current and non-current Loans payable.
(3) The following table sets out the number of Common Shares and Preferred Shares outstanding before and after the Stock
Split. There is no change in the amount of authorized capital subscribed as a result of the Stock Split. Under the Share
Conversion, all of the Preferred Shares held by Coherent Cloud will be converted into Common Shares.

Class of Shares
Common Shares
Convertible Preferred
Shares
Total

No. of Shares Issued
and Outstanding
before the Stock Split
125,000,000

Amount Subscribed
(₱)
(excluding Additional
Paid-in Capital)
1,250,000,000

No. of Shares Issued
and Outstanding after
the Stock Split
5,000,000,000

Amount Subscribed
(₱)
(excluding Additional
Paid-in Capital)
1,250,000,000

51,136,363
176,136,363

511,363,630
₱1,761,363,630

2,045,454,520
7,045,454,520

511,363,630
₱1,761,363,630
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DILUTION
If you invest in the Offer Shares, your interest will be diluted for each Offer Share you purchase to the extent of
the difference between the offer price per Offer Share and our net tangible book value per Common Share after
the Offer. As of June 30, 2020, our net tangible book value per Common Share was ₱52.47. After giving effect to
the Stock Split and the Share Conversion, our net tangible book value per Common Share is ₱2.55. Net tangible
book value per Common Share represents total assets (less goodwill) minus total liabilities (less preferred share
capital and additional paid-in capital related to preferred shares, if any) divided by the total number of Common
Shares outstanding.
After giving effect to the sale of the Firm Shares (at an Offer Price of up to ₱19.00 per Offer Share), and after
deducting estimated discounts, commissions, estimated fees and expenses of the Offer, the net tangible book value
per Common Share would be ₱3.55 per Offer Share. At the Offer Price of ₱19.00, the Common Shares will be
purchased at a premium of ₱15.45 to net tangible book value per Share.
The following table illustrates dilution on a per Common Share basis based on an Offer Price of up to ₱19.00 per
Offer Share assuming full exercise of the Overallotment Option:
Offer Price per Offer Share ...................................................................
Net tangible book value per Common Share as of June 30, 2020(1) .........
Net tangible book value per Common Share as adjusted after the Offer ..
Dilution to investors in the Offer ..............................................................

₱19.00
₱2.55
₱3.55
₱15.45

(1) As adjusted as if the Stock Split and the Share Conversion had taken place on June 30, 2020.

The following table sets forth the shareholdings, and percentage of Common Shares outstanding, of existing and
new shareholders immediately after completion of the Offer, assuming the Overallotment Option is not exercised:
Number of Shares

%

Existing shareholders ...................................
New investors ..............................................

6,021,020,951
1,505,273,510

80.0
20.0

Total .........................................................

7,526,294,461

100.0

The following table sets forth the shareholdings, and percentage of Common Shares outstanding, of existing and
new shareholders immediately after completion of the Offer, assuming full exercise of the Overallotment Option:
Number of Shares

%

Existing shareholders ...................................
New investors ..............................................

5,795,229,925
1,731,064,536

77.0
23.0

Total .........................................................

7,526,294,461

100.0

See “Risk Factors—Risks Relating to the Offer Shares—Future sales of Shares in the public market could
adversely affect the prevailing market price of the Common Shares and shareholders may experience dilution in
their holdings” and “—Investors may incur immediate and substantial dilution as a result of purchasing Common
Shares in the Offer” on page 64 of this Prospectus.
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SELECTED FINANCIAL INFORMATION
The following tables present a selected summary of financial information and should be read in conjunction with
the independent auditors’ reports and our financial statements, including the notes thereto, included elsewhere
in this Prospectus, and the section entitled “Management’s Discussion and Analysis of Financial Condition and
Results of Operations.” The summary financial information as of and for the years ended December 31, 2016,
2017, 2018 and 2019 and for the six months ended June 30, 2019 and 2020 were derived from our audited
financial statements, which were prepared in accordance with PFRS and were audited by PwC in accordance
with the PSA.
In accordance with the relevant accounting and financial reporting standards, certain information in our financial
statements as of and for the years ended December 31, 2017 and 2018 have been restated and reclassified, as
discussed further in Note 2 to the financial statements as of and for the years ended December 31, 2016, 2017,
2018 and 2019 included elsewhere in this Prospectus.
The summary financial information below is not necessarily indicative of the results of future operations.
Furthermore, the translation of Philippine Peso amounts into U.S. dollars is provided for convenience only and
is unaudited. Amounts in Philippine Pesos were converted to U.S. dollars using the BSP Daily Reference
Exchange Rate as of June 30, 2020 of U.S.$1.00=₱49.85.
SELECTED STATEMENTS OF COMPREHENSIVE INCOME
For the six-month period ended
June 30,

For the years ended December 31,
2019
2016

2017

2018

2019

(in millions of ₱)(1)

2020

(unaudited)

2019

(in millions
of U.S.$) (1)

(in millions of ₱)(1)

5,054.6

9,139.5

183.3

(in millions of
U.S.$) (1)

(654.7)

(1,049.9)

(2,328.5)

(4,440.7)

1,239.2

1,890.3

2,726.1

4,698.8

(89.1)
94.3

(279.7)

(441.9)

(912.7)

(1,414.8)

(28.4)

(636.5)

(1,076.7)

(21.6)

(80.9)

(77.6)

(124.9)

(529.9)

(10.6)

(229.3)

(324.3)

(6.5)

Profit for the year ...................

(293.2)
585.4
(4.8)
580.7
(6.3)
574.4

(72.2)
1,298.6
(11.2)
1,287.4
(56.9)
1,230.5

51.1
1,739.7
(70.6)
1,669.1
(427.5)
1,241.6

18.3
2,772.3
(275.1)
2,497.3
(592.5)
1,904.7

0.4
55.6
(5.5)
50.1
(11.9)
38.2

(26.5)
1,150.0
(136.7)
1,013.3
(188.5)
824.7

(40.6)
114.4
2,144.6
(347.3)
1,797.3
(538.6)
1,258.7

(0.8)
2.3
43.0
(7.0)
36.1
(10.8)
25.2

Other comprehensive income

-

1.6

8.5

45.2

0.9

27.1

(19.4)

(0.4)

Total comprehensive income .
Basic and diluted earnings
per share(1)..........................

574.4

1,232.1

1,250.1

1,949.9

39.1

851.8

1,239.3

24.9

7.66

9.84

10.06

12.59

0.3

6.94

7.15

0.1

Cost of services......................
Gross profit ............................
General and administrative
expenses .............................
Provision for impairment of
trade and other receivables.
Unrealized fair value loss on
financial asset at FVTPL....
Other income (loss), net .........
Profit from operations ............
Financial costs
Profit before income tax ........
Income tax expense ...............

2,940.2

(unaudited)

3,942.4
(1,900.2
)
2,042.2

Revenues ...............................

1,894.0

2020

6,489.9
(3,018.
1)
3,471.8

130.2
(60.5)
69.6

Note:
(1) Except for Basic and diluted earnings per share.
In addition, assuming the Stock Split and the Share Conversion had occurred as of December 31, 2019 and as of June 30, 2020, our basic
and diluted earnings per share would be as follows:

Earnings per Share
As of June 30, 2020
As of December 31, 2019

Audited
₱7.15
₱12.59

As adjusted for the Stock Split
and the Share Conversion
₱0.18
₱0.31

See “Description of the Shares—Share Capital Information” for more information.
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SELECTED STATEMENTS OF FINANCIAL POSITION
As of December 31,

2016

2017

2018

As of June 30,

2019

(in millions of ₱)

2019
(unaudited)

2020

2020
(unaudited)

(in millions
of U.S.$)

(in millions
of ₱)

(in millions
of U.S.$)

Current assets:
Cash and cash equivalents
.......................................

Trade and other
receivables, net ............
Due from related parties ..
Network materials and
supplies ........................
Deferred contract costs....
Other current assets .........
Total current assets ......
Non-current assets:
Property, plant and
equipment, net .........
Right-of-use assets, net ...
Intangible assets, net .......
Advances to fixed assets
suppliers...................
Due from related parties,
net of current portion
.................................
Deferred contract costs,
net of current portion
.................................
Deferred input valueadded tax, net of
current portion .........
Deferred income tax
assets, net .................
Financial asset at fair
value through profit
or loss (FVTPL) .......
Total non-current assets
...................................
Total assets ....................
Current liabilities:
Trade other payables ....
Dividends payable........
Due to related parties ...
Deferred revenue..........
Loans payable ..............
Lease liabilities, current
portion .....................
Income tax payable ......
Finance lease
obligations ...............
Provision for
contingencies ...........
Total current liabilities .
Non-current liabilities:
Deferred revenue, net of
current portion .........
Loans payable, net of

316.4

420.5

476.7

6,233.0

125.0

8,982.1

180.2

307.3
15.8

471.7
29.7

918.4
474.4

2,105.5
586.6

42.2
11.8

2,619.2
634.4

52.5
12.7

399.5
25.7
21.7
1,086.3

641.5
65.1
33.4
1,661.8

1,443.1
176.7
141.6
3,630.9

1,313.9
489.4
475.5
11,204.0

26.4
9.8
9.5
224.8

1,586.2
607.6
742.2
15,171.6

31.8
12.2
14.9
304.3

1,621.8
57.2

3,212.2
82.5

7,891.0
537.3

15,589.4
1,638.4
669.9

312.7
32.9
13.4

20,274.2
1,650.0
895.7

406.7
33.1
18.0

-

-

336.3

1,213.9

24.4

1,410.3

28.3

-

-

-

-

-

445.4

8.9

9.7

33.0

80.3

229.3

4.6

229.6

4.6

10.8

7.0

104.9

75.5

1.5

475.9

9.5

34.1

37.6

56.8

539.1

10.8

767.7

15.4

-

-

18.7

-

-

61.0

1.2

1,733.6
2,819.9

3,372.3
5,034.1

9,025.3
12,656.1

19,955.4
31,159.5

400.3
625.1

26,209.8
41,381.5

525.8
830.1

391.1
30.6
31.8
31.6

960.6
10.9
35.4
278.3

4,342.1
422.6
105.2
1,521.5

7,175.6
807.7
166.8
199.5
1,098.3

143.9
16.2
3.3
4.0
22.0

9,274.8
190.0
145.5
276.2
501.6

186.1
3.8
2.9
5.5
10.1

17.9

32.5

155.1

355.1
357.6

7.1
7.2

330.3
386.2

6.6
7.7

-

-

62.0

-

-

-

-

40.3
543.3

40.3
1,357.9

6,608.5

10,160.5

203.8

11,104.5

222.8

13.4
221.4

10.8
348.1

47.1
1,203.2

82.0
6,851.6

1.6
137.4

113.5
10,007.9

2.3
200.8
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As of December 31,

2016

2017

2018

As of June 30,

2019

(in millions of ₱)

current portion .........
Lease Liabilities, net of
current portion .........
Retirement benefit
obligation .................
Subscribers’ deposits,
net of current portion
.................................
Finance lease
obligations, net of
current portion .........
Total non-current
liabilities....................
Total liabilities ..............
Equity
Attributable to owners of
the Parent Company
Share capital
Ordinary shares .......
Convertible preferred
shares .....................
Additional paid-in capital
...............................
Retained earnings ...........
Appropriated ...........
Unappropriated .......
Reserve for
remeasurements of
retirement benefit
obligation, net of tax ....
Other reserves .................
Non-controlling interest ..
Total equity ..........
Total liabilities and
equity ..............................

2019
(unaudited)

2020

2020
(unaudited)

(in millions
of U.S.$)

(in millions
of ₱)

(in millions
of U.S.$)

-

-

-

1,374.9

27.6

1,415.6

28.4

29.8

54.8

64.9

30.9

0.6

64.1

1.3

21.1

36.1

94.6

491.8

9.9

702.9

14.1

-

-

29.3

-

-

-

-

285.7
829.0

449.8
1,807.7

1,439.1
8,047.6

8,831.2
18,991.7

177.2
381.0

12,304.0
23,408.5

246.8
469.6

1,250.0

1,250.0

1,250.0

1,250

25.1

1,250.0

25.1

-

-

-

306.8

6.2

511.4

10.3

-

-

-

6,541.2

131.2

10,902.6

218.7

740.6

1,971.1

2,200.0
1,028.2

2,200.0
1,814.2

44.1
36.4

5,272.9

105.8

0.3
1,990.9
1,990.9

1.6
3,222.7
3.7
3,226.4

10.1
83.0
4,571.3
37.2
4,608.5

55.2
12,167.5
0.3
12,167.8

1.1
244.1
0.0
244.1

35.8
17,972.6
0.3
17,972.9

0.7
360.5
0.0
360.5

2,819.9

5,034.1

12,656.1

31,159.5

625.1

41,381.5

830.1
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SELECTED STATEMENTS OF CASH FLOWS INFORMATION
For the six-month period ended
June 30,

For the years ended December 31,

2016

2017

2018

2019

(in
millions
of
U.S.$)

(in millions of ₱)
Net cash from operating
activities .................................
Net cash used in investing
activities .................................
Net cash from financing
activities .................................
Net increase in cash and cash
equivalents ..............................
Cash and cash equivalents at
beginning of year / period .......
Effects of exchange rate
changes in cash and cash
equivalents ..............................
Cash and cash equivalents at
end of year / period .................

2019
(unaudi
ted)

2020

2020
(unau
dited)

(in millions of ₱)

(in
million
s of
U.S.$)

2019

475.4

1,430.2

1,480.3

1,046.4

21.0

1,999.0

2,055.4

41.2

(894.2)

(1,691.9)

(3,537.7)

(6,742.7)

(135.3)

(3,843.1)

(5,299.3)

(106.3)

698.6

366.0

2,113.6

11,474.0

230.2

2,310.9

6,039.4

121.2

279.8

104.2

56.3

5,777.8

115.9

466.8

2,795.5

56.1

37.7

316.4

420.5

476.7

9.6

476.7

6,233.0

125.0

(1.1)

(0.1)

(0.1)

(21.4)

(0.4)

(2.7)

(46.5)

(0.9)

316.4

420.5

476.7

6,233.0

125.0

940.7

8,982.1

180.2
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NON-PFRS FINANCIAL MEASURES

2016

For the years ended December 31,
2017
2018

2019

For the six-month period
ended June 30,
2019
2020

(in millions, except percentages)

Revenue
Actual ....................................
Pro Forma(1) ...........................
Pro Forma Adjusted(1)(2) .........
EBITDA(2)(3)
Actual ....................................
Pro Forma ..............................
Pro Forma Adjusted...............
EBITDA Margin(2)(4)
Actual ....................................
Pro Forma ..............................
Pro Forma Adjusted...............
Net Profit(5)
Actual ....................................
Pro Forma(1) ...........................
Pro Forma Adjusted(2)(6) .........
Net Profit Margin(7)
Actual ....................................
Pro Forma ..............................
Pro Forma Adjusted(2)(7) .........
ROIC(2)(8) .....................................

1,894.0
N/A
N/A

2,940.2
N/A
N/A

5,054.6
N/A
N/A

9,139.5
N/A
N/A

3,942.4
N/A
N/A

6,489.9
N/A
N/A

851.4
661.1
893.7

1,726.9
1,460.1
1,460.1

2,794.3
2,552.7
2,549.3

4,609.3
4,646.4
4,665.2

1,938.9
1,961.5
1,980.2

3,313.8
N/A
N/A

45.0%
34.9%
47.2%
574.4
384.1
432.0
30.3%
20.3%
22.8%
N/A

58.7%
49.7%
49.7%
1,230.5
963.6
699.3

55.3%
50.5%
50.4%
1,241.6
1,000.0
996.9

50.4%
50.8%
51.0%
1,904.7
1,941.9
1,787.2

49.2%
49.8%
50.2%
824.7
847.3
738.2

51.1%
N/A
N/A
1,258.7
N/A
N/A

41.9%
32.8%
23.8%

24.6%
19.8%
19.7%

20.8%
21.2%
19.6%

20.9%
21.5%
18.7%

19.4%
N/A
N/A

26.4%

20.3%

19.7%

—

18.6%(9)

Notes:
(1) Pro Forma Revenue and Pro Forma Net Profit refer to our revenue and net profit after giving effect to the Pro Forma Events (as
defined herein).
(2) Non-PFRS financial measures are supplemental measures of our performance that are not required by, or presented in accordance with,
and should not be considered as an alternative to net profit, revenues, or any other financial performance measure derived in
accordance with PFRS or as an alternative to cash flow from operations or as a measure of our liquidity. Non-PFRS financial measures
have limitations as analytical tools, and you should not consider them in isolation from, or as a substitute for, your own analysis of our
financial condition or results of operations, as reported under PFRS. These non-PFRS financial measures are not standardized terms
and other companies may calculate measures bearing the same titles differently, hence a direct comparison between companies using
such terms may not be possible, which limits the usefulness of these non-PFRS financial measures.
(3) EBITDA is calculated as our profit for the year before depreciation and amortization (other than amortization of installation fees as
their corresponding revenue impact has not been adjusted), finance costs, income tax expense. Pro Forma EBITDA is calculated as
EBITDA after giving effect to the Pro Forma Events. Pro Forma Adjusted EBITDA is calculated as Pro Forma EBITDA adjusted for
provision for contingencies, loss on direct write-off of network materials and supplies and loss on fire. We have presented Pro Forma
Adjusted EBITDA because we believe that, when viewed with our results of operations prepared in accordance with PFRS and with
the reconciliation to profit for the period included herein, Pro Forma Adjusted EBITDA provides additional information that is useful
for gaining a more complete understanding of our business as it is presently constituted and as we expect it to be constituted going
forward and which differs from how our business was constituted prior to our group reorganization of 2019. In addition, Pro Forma
Adjusted EBITDA removes the impact on our results of operations of one-time items and items unrelated to our high-speed fixed
broadband business.
The table on page 43 reconciles Pro Forma Adjusted EBITDA and Pro Forma EBITDA to our profit for the year under PFRS for the
periods indicated.
(4) EBITDA Margin and Pro Forma EBITDA Margin are calculated as a percentage of revenues and pro forma revenues, respectively. Pro
Forma Adjusted EBITDA margin is calculated as a percentage of pro forma revenues
(5) “Net Profit” refers to our profit for the year.
(6) Pro Forma Adjusted Net Profit is calculated as Pro Forma Net Profit adjusted for provision for contingencies, loss on direct write-off
of network materials and supplies, loss on fire, normalization of depreciation and amortization and recognition of income tax expenses
corresponding to such adjustments. The table on page 45 reconciles Pro Forma Adjusted Net Profit to our profit for the year under
PFRS for the periods indicated.
(7) Net Profit Margin and Pro Forma Net Profit Margin are calculated as a percentage of revenues and pro forma revenues, respectively.
Pro Forma Adjusted Net Profit Margin is calculated as a percentage of pro forma revenues.
(8) ROIC, or Return on Invested Capital, is calculated as our tax-adjusted profit from operations (applying an assumed effective tax rate of
30.0%) divided by our average invested capital. Our actual effective tax rates for the years ended December 31, 2017, 2018 and 2019
were 4.4%, 25.6% and 23.7%, respectively. Invested Capital is the sum of our total equity and total debt (comprising loans payable
(non-current and current portions)), less cash and cash equivalents and capital expenditures in progress. Invested Capital for 2019
excludes capital expenditures for submarine cables and domestic backbone outside of Luzon as these network expansion activities will
only complete in late 2020 or in 2021. Average invested capital for the year/period is the average of our invested capital at the end of
the year/period and the preceding year/period. ROIC for the years ended December 31, 2017, 2018 and 2019 is calculated using our
pro forma profit from operations (i.e. our profit from operations after giving effect to the Pro Forma Events) and ROIC for the six
months ended June 30, 2020 is presented on an annualized basis by multiplying our profit from operations for the six months ended
June 30, 2020 by two. We have presented ROIC because we believe that, when viewed with our results of operations prepared in
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(9)

accordance with PFRS and with the reconciliation to profit for the period included herein, ROIC provides additional information that is
useful for understanding our ability to successfully and efficiently convert our capital and operating expenditures to scale our business
into increased profitability.
The table on page 46 reconciles ROIC to our profit for the year under PFRS for the periods indicated.
On an annualized basis. Historical metrics that are annualized are not reliable indicators of, and do not reflect, our actual or expected
results or performance in the future. Investors should consider the assumptions applied in calculating an annualized metric and the
limitations of the resulting metric.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS
Prospective investors should read this discussion and analysis of our financial condition and results of operations
in conjunction with the sections entitled “Summary Historical Financial Information” and “Selected Historical
Financial Information” and with the audited financial statements as of and for the years ended December 31,
2016, 2017, 2018 and 2019 (the “audited financial statements”) and the interim consolidated financial statements
as of and for the six months ended June 30, 2020 and 2019, in each case including the notes relating thereto,
included elsewhere in this Prospectus. Our audited financial statements were prepared in compliance with PFRS.
This discussion contains forward-looking statements and reflects our current views with respect to future events
and financial performance. Actual results may differ materially from those anticipated in these forward-looking
statements as a result of factors such as those set forth in the section entitled “Risk Factors” on page 47 and
elsewhere in this Prospectus. See “Forward-Looking Statements” on page ix of this Prospectus.
This section includes certain non-PFRS financial measures, which are supplemental measures of our performance
that are not required by, or presented in accordance with, and should not be considered as an alternative to net
profit, revenues, or any other financial performance measure derived in accordance with PFRS or as an
alternative to cash flow from operations or as a measure of our liquidity. Non-PFRS financial measures have
limitations as analytical tools, and you should not consider them in isolation from, or as a substitute for, your
own analysis of our financial condition or results of operations, as reported under PFRS. These non-PFRS
financial measures are not standardized terms and other companies may calculate measures bearing the same
titles differently, hence a direct comparison between companies using such terms may not be possible, which
limits the usefulness of these non-PFRS financial measures. For more information, see “Summary Financial
Information—Non-PFRS Financial Measures” on page 41 and “Selected Financial Information— Non-PFRS
Financial Measures” on page 80.
The translation of Philippine Peso amounts into U.S. dollars is provided for convenience only and is unaudited.
Amounts in Philippine Pesos were converted to U.S. dollars using the BSP rate as of June 30, 2020 of ₱49.85 =
U.S.$1.00.
OVERVIEW
We are the largest high-speed fixed broadband operator in the Philippines, by high-speed residential fixed
broadband subscriptions, with a 55% market share as of June 30, 2020, according to MPA. We are also the fastestgrowing fixed broadband operator in the Philippines, with our residential business capturing a 56.6% market share
of new subscriptions from January 1, 2018 to June 30, 2020 and our enterprise business growing at 3.6 times the
market between 2016 and the last 12 months ended June 30, 2020, according to MPA. Furthermore, we are the
only pure-play high-speed fixed broadband provider, with an exclusive focus on serving the Philippine fixed
broadband market, according to MPA.
Our Founders assembled a world-class team of like-minded professionals, and together, built Converge into an
organization focused on becoming the market-leader in the high-speed fixed broadband market. This vision and
focus is deeply ingrained in our organization, and is the foundation of our key competitive advantages, including
the differentiated products and services that we offer and the extensive proprietary network that we build and
operate.
We generate revenues from two businesses: our Residential Business and our Enterprise Business. Our Residential
Business primarily offers high-speed fixed broadband internet services to our residential customers. Historically,
we have derived the majority of our revenue from our Residential Business. Our Enterprise Business offers highspeed fixed broadband internet services, private data network solutions, cloud and colocation services and other
connectivity solutions to our enterprise customers of varying sizes, industries and types.
We own and operate an end-to-end fiber network in the Philippines that extends from the network backbone to
the last mile. Our network is the newest network in the Philippines by average age of fiber and is one of the most
technologically advanced and extensive networks in the Philippines, according to MPA. Our network is designed
with scalability in mind and is built with sufficient excess capacity to serve anticipated future needs.
Except as otherwise disclosed in this Prospectus or in our Company’s audited financial statements, (i) there are
no events that will trigger a direct or contingent financial obligation that is material to the Company, including
any default or acceleration of an obligation; and (ii) there are no known trends, events or uncertainties that have
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had or that are reasonably expected to have a material favorable or unfavorable impact on net sales or revenues
or income from continuing operations.
SIGNIFICANT FACTORS AFFECTING OUR RESULTS OF OPERATIONS
Set out below is a discussion of the most significant factors that have affected our results in the past, and which
we expect to affect our results in the foreseeable future. Factors other than those discussed below could also have
a significant impact on our results of operations and financial condition in the future.
Growth of the Philippine Fixed Broadband Market
Our principal business is to provide high-speed fixed broadband services to residential and enterprise customers
in the Philippines. Therefore, our revenues and the growth of our revenues is driven by the size and growth of the
Philippine fixed broadband market and our ability to capture market share.
The residential fixed broadband market in the Philippines has grown at a CAGR of 14.0% between December 31,
2016 and June 30, 2020 in terms of number of subscribers, according to MPA. This growth has been driven by
the attractive supply and demand dynamics of the Philippine fixed broadband market, with outsized broadband
demand that remains underserved by existing operators, according to MPA.
The Philippines has significant connectivity needs. It has a relatively young population of 109 million people
(with median age of 25.7 years old as of December 31, 2019, which is among the youngest in Asia) and among
the most internet savvy in the world (with Filipinos spending more time on the internet and social media than any
other country in Asia in 2019), according to MPA. The Philippines is also seeing exponential growth in internet
data usage with the use of video streaming and conferencing platforms becoming increasingly widespread,
according to MPA. There is also a significant Philippine overseas foreign worker population (the largest in
Southeast Asia as of December 31, 2019), for whom there is a need to stay connected with loved ones back home,
according to MPA.
Yet, the residential fixed broadband market is significantly underserved. Fixed broadband penetration in the
Philippines trails significantly behind that of regional peers, with a penetration rate of only 14%, compared to
59%, 44% and 26% for Vietnam, Thailand, and Malaysia, respectively, as of December 31, 2019 according to
MPA. This is despite the fact that 75% of Philippine households were able to afford fiber broadband at an entry
price of approximately ₱1,500 (U.S.$30) per month, as of December 31, 2019, according to MPA. As a result, as
of December 31, 2019, MPA estimates that of the 18.5 million of addressable households in the Philippines, only
3.5 million are being served, of which only 1.7 million are fiber broadband subscribers, with 16.8 million
households representing untapped demand that is immediately addressable by operators such as Converge.
Against this backdrop, the emergence and growth of Converge as a pure-play high-speed fixed broadband operator
in the market has helped to catalyze recent market growth. By bringing our network and offering to new areas to
address unserved demand, we helped drive market penetration from 9% as of December 31, 2015 to 14% as of
December 31, 2019, according to MPA. Our Residential Business has consistently captured a majority market
share of new subscriptions since 2018 (55% in 2018, 56% in 2019 and 58% in the first half of 2020), according
to MPA, due to our unique ability to acquire and retain customers while maintaining ARPU through our
differentiated offering, as well as our ability to execute our growth strategy for network rollouts as discussed
below.
The enterprise fixed broadband market in the Philippines grew at a CAGR of 12% between 2016 and 2019, and
at a year-on-year growth rate of 2% in the first half of 2020, according to MPA. The key growth driver has been
strong demand from Philippine businesses, particularly in the services sector, where internet access is critical. The
Philippines has a thriving technology-enabled services industry that contributed 61% of GDP in 2019, including
the second-largest BPO sector in the world (behind only India), according to MPA. In order to remain competitive
in an increasingly digitized business environment, in the past five years, businesses have required more of their
employees to be connected and are procuring higher bandwidth, and higher-quality and more holistic connectivity
solutions, all of which generated more revenues for broadband operators, according to MPA. Our Enterprise
Business grew 3.6 times faster than the market between 2016 and the last 12 months ended June 30, 2020, resulting
in our market share (in terms of enterprise revenues) increasing from 3.6% as of December 31, 2016 to 7.6% as
of June 30, 2020, according to MPA. This growth has been driven by our differentiated approach to acquiring and
servicing our enterprise accounts.
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COVID-19 has further accelerated the demand for fixed broadband and is driving a permanent paradigm shift in
connectivity requirements, according to MPA. At the onset of the COVID-19 pandemic, approximately two-thirds
of respondents in the Residential Survey reported a 30% or more increase in home internet usage, and
approximately 45% of respondents reported a 30% or more increase in home internet spending. Over time, a new
normal has begun to emerge, under which households are implementing back-up home connectivity arrangements
as WFH and online-learning arrangements become long-term or permanent features of everyday life. Over 80%
of respondents in the Enterprise Survey believe that WFH arrangements would remain important going forward,
even after the lifting of mandatory stay-at-home orders, and over 70% of businesses surveyed are willing to
subsidize their employees’ home broadband expenses in light of these ongoing WFH arrangements. Under this
new normal, according to MPA, an average household could potentially require up to 480GB of internet data per
month to function optimally, and this requirement can only be met through high-speed broadband with at least
25Mbps of speed, which is what we provide in our entry level fiber plan.
The Philippine residential and enterprise broadband markets remain underpenetrated and, according to MPA, have
reached an inflection point and are set to experience significant growth over the next five years. MPA estimates
that by 2025, the total addressable market for residential fixed broadband will grow to approximately U.S.$7
billion in revenues, or approximately seven times the 2019 market size of approximately U.S.$1 billion in
revenues. Similarly, MPA estimates that enterprise fixed broadband penetration represented 0.18% of GDP in
2018, among the lowest in Southeast Asia. The Philippine broadband market is poised to grow significantly over
the next five years, with MPA forecasting a rapid increase in residential fixed broadband market penetration from
14% in 2019 to 32% in 2025 similar to the growth trajectory Thailand experienced since 2015 and the enterprise
market is expected to double by 2025 with the rise of the digital economy in the Philippines. Our revenue growth
will depend on our ability to continue our track record of capturing this market growth and expanding our market
share.
Expansion of our Broadband Network
Network expansion within existing and into new coverage areas improves our ability to generate revenues. As we
build out our fiber network, we add connection points, or port inventory, that can be utilized by new revenuegenerating subscribers. As subscriber “take-up” (or, the utilization of our total ports) increases over time, so does
our subscriber base and our revenues.
Our domestic network comprises: (a) a fiber backbone, which, when completed, will connect the three major
Philippine islands of Luzon, Visayas and Mindanao in a single continuous loop, with the primary Luzon segment
already operational as of June 30, 2020, and the primary Visayas and Mindanao segments expected to be
operational by 2021 (collectively, our “National Backbone”); (ii) a distribution network that serves as the
regional access networks (our “Provincial Backbone”); and (iii) a last-mile network that serves as the local access
networks that ultimately connects to the end-user premises.
To help grow our residential subscriber base, we have expanded our homes-passed and our available residential
connection points (or ports) significantly over the past four years.
•

Our homes passed have increased at a CAGR of 86% between 2016 and 2019 and at a year-on-year
growth rate of 96% in the first half of 2020. As of June 30, 2020, we had 4.1 million homes passed,
covering 28% of households in Luzon (based on 14.4 million households in Luzon as of December 31,
2018, according to MPA) and 17% of households nationwide (based on 24.8 million households
nationwide as of December 31, 2019, according to MPA). We have strategically prioritized FTTH rollouts since early 2018 and approximately 90% of the ports rolled out since early 2019 have been FTTH
ports. As a result, our FTTH homes passed accounted for approximately 80% of our total homes passed
as of June 30, 2020.

•

Our monthly homes passed additions have increased from approximately 8,300 homes passed added in
December 2016 to approximately 191,000 in December 2019 and reaching the highest monthly totals in
our history in 2020, with approximately 240,000 homes passed added in June 2020 and approximately
297,000 homes passed added in July 2020.

•

Our total ports have increased at a CAGR of 64% between 2016 and 2019 and at a year-on-year growth
rate of 74% in the first half of 2020. As of June 30, 2020, we had 2.5 million total ports. Our monthly
port additions have increased from 5,165 ports added in December 2016 to approximately 100,000 ports
added in December 2019 and reaching the highest monthly totals in our history in 2020, with
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approximately 120,000 ports added in June 2020, approximately 150,000 ports added in July 2020, and
at least another 150,000 ports expected to be added in August 2020.
Similarly, to help grow our enterprise subscriber base, we expanded our network and our enterprise offerings from
15 cities and municipalities as of December 31, 2016 to over 200 cities and municipalities as of June 30, 2020.
We have been able to execute an extensive and nationwide network rollout strategy at a fast pace and at a lower
cost than the industry average while maintaining strong quality control, which has enabled us to achieve a higher
ROIC compared to select global peers, according to MPA. We believe that our in-house rollout capabilities and
dedicated network teams under MetroWorks (a wholly-owned subsidiary of Converge that serves Converge as its
only customer) continue to be key in executing high-ROIC network build-out. Through MetroWorks, we have the
ability to control and manage critical aspects of the network build-out in-house. MetroWorks gives us the ability
to mobilize contractor resources concurrently, expeditiously and nationwide. We are also able to manage
contractors and subcontractors directly without intermediaries, which we believe translates to better quality, ontime delivery and lower costs. This also positions us to more effectively coordinate our network rollout and sales
and marketing teams. We also manage procurement of network materials in-house, including fiber optic cables,
which avoids costs from distributors or other intermediaries. MetroWorks also seeks to use current rollout
technologies, such as microtrenching and horizontal directional drilling, to achieve faster, better quality and more
affordable installations.
Going forward, we plan to continue to execute a dual-pronged network expansion strategy, and our aim is to reach
approximately 55% of the total households in the Philippines (of 27.5 million households, according to MPA)
with our network by 2025. Under our “Go-National” strategy, we plan to expand our network coverage to new
areas nationwide, with the primary domestic backbone loop connecting Luzon to Visayas and Mindanao on track
to be completed by 2021. Under our “Go-Deep” strategy, we plan to deepen our network penetration within
existing coverage areas where there remains significant potential to increase our customer base. For example,
there is significant potential to further penetrate Luzon where we have covered 28% of households as of June 30,
2020.
Growth of our Residential Business
Our Residential Business has generated the majority of our revenues since 2016 and has been the primary driver
of our revenue growth. Our residential revenues are affected by residential subscriber gross additions, residential
subscriber churn and the amount of revenue that we generate from each subscriber, as measured by ARPU, each
of which is described in more detail below. Residential subscriber additions, net of residential subscriber churn,
also drive our port utilization or take-up rates, which affects our ROIC.
Revenues from our Residential Business increased from ₱861.5 million in 2016 to ₱6,353.9 million (U.S.$127.5
million) in 2019 and ₱4,977.7 million (U.S.$99.9 million) in the first half of 2020, representing a CAGR of 95%
between 2016 and 2019 and a year-on-year growth rate of 84% in the first half of 2020. We provide our residential
subscribers with connections through two types of last-mile access networks: FTTH and HFC. Our residential
revenues from FTTH subscribers increased from ₱99.0 million in 2016 to ₱3,875.2 million in 2019 and ₱3,606.5
million (U.S.$72.3 million) in the first half of 2020, representing a CAGR of 239% between 2016 and 2019 and
a year-on-year growth rate of 135% in the first half of 2020. Our residential revenues from HFC subscribers
increased from ₱762.4 million in 2016 to ₱2,478.7 million in 2019 and ₱1,371.2 million (U.S.$27.5 million) in
the first half of 2020, representing a CAGR of 48% between 2016 and 2019 and a year-on-year growth rate of
16% in the first half of 2020.
Our residential subscriber base grew 10 times between December 31, 2016 and June 30, 2020, from
73,633 subscribers to 731,563 subscribers while, according to MPA, market subscriptions grew 1.6 times over the
same period. Our Residential Business has consistently captured a majority market share of new subscriptions
since 2018 (55% in 2018, 56% in 2019 and 58% in the first half of 2020), which enabled us to increase our market
share of total residential subscriptions from 4.8% as of December 31, 2017 to 19.1% by June 30, 2020, according
to MPA. Our FTTH subscriber growth has been the key driver of our overall growth. Our FTTH subscribers
increased approximately 83 times between December 31, 2016 and June 30, 2020, from 6,206 subscribers to
512,597 subscribers. Our HFC subscribers increased approximately three times between 2016 and June 30, 2020,
from 67,427 subscribers to 218,966 subscribers.
See “Risk Factors—Risks Relating to Our Business—The Philippine broadband industry is competitive, and our
growth strategy depends on our continued ability to compete effectively” on page 47.
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Continuing to drive gross residential subscriber additions
We are able to generate more revenue as we expand our subscriber base. We monitor the growth of our subscriber
base in terms of monthly subscriber gross additions.
We had gross subscriber additions per month of 3,742, 6,914, 19,100, 22,683 and 60,608 in December 2016, 2017,
2018 and 2019 and June 2020, respectively. COVID-19 has accelerated the growth in subscriptions—as the
pandemic has driven a permanent paradigm shift in connectivity requirements, with new social norms (e.g.,
implementation of stay-home or WFH arrangements) amplifying demand for high-speed fixed broadband. As a
result, we recorded our highest numbers of single-month gross subscriber additions in three consecutive months
in 2020, with 49,421 in May, 60,608 in June and approximately 65,000 in July, and between 65,000 and 70,000
expected in August. We believe that our current run-rates in monthly gross new subscriptions will continue or
even further accelerate in the second half of 2020 and into 2021.
Since 2018, our strategy has been to focus on FTTH expansion as FTTH technology allows us to offer higher
quality connectivity and generate higher ARPU. As a result, in 2019 and in the first half of 2020, we had an
aggregate 416,127 FTTH gross subscriber additions compared to an aggregate 105,998 HFC gross subscriber
additions.
We attract gross subscriber additions from two sources: first-time subscribers and subscribers switching from
other operators. In 2019, approximately 66% of our gross subscriber additions in Metro Manila and in the first
half of 2020, approximately 82% of our gross subscriber additions in Metro Manila and South Luzon were firsttime users of fixed broadband, which we believe highlights our ability to address unserved demand. According to
the Residential Survey, over 60% of respondents contemplating a switch indicated a desire to switch to Converge,
which we believe highlights our superior and differentiated product offering and service proposition.
Looking forward, we believe that the continued implementation of the following strategies will allow us to drive
sustained rapid growth in new subscriptions:
•

expand our network to new areas and deepen our network penetration in existing areas. According to the
Residential Survey, 72% of non-Converge respondents indicated that they would sign-up to Converge
once our services become available in their area;

•

provide a product offering that addresses customers’ needs and priorities, with Converge ranking #1
across the key criteria of internet speeds, connection reliability, perception of affordability and customer
service, based on the Residential Survey;

•

deploy effective customer acquisition strategies, leverage multiple internal and external sales channels,
and utilize thoughtful and targeted marketing campaigns. While we achieved strong growth in new
subscriptions between 2016 and June 30, 2020, our marketing spend each year or period comprised only
approximately 1% of our revenues each year or period; and

•

capitalize on word-of-mouth advocacy. According to the Residential Survey, we received a NPS of +83
for advocacy, compared to an average NPS of approximately +33 for the two other operators surveyed.
Net Promoter Score, or NPS, is a measure of the likelihood that a subscriber will recommend its
broadband provider to their family, friends and colleagues. According to the Residential Survey, 58% of
our existing customers first heard about us from word-of-mouth publicity, and 84% are likely to
recommend Converge to others.

Maintaining low residential subscriber churn
Revenues generated from gross subscriber additions during a period is partially offset by decreases in revenue due
to subscriber churn. We maintain and increase our revenues when our retention rates are high, or equivalently,
when our churn rates are low.
We had average monthly churn rates of 1.4%, 1.3%, 0.6% and 0.7% for 2017, 2018, 2019 and the first half of
2020, respectively. Our average monthly churn rate of 0.6% in 2019 and 0.7% in the first half of 2020 compares
favorably with the industry baseline of 1% to 2%, according to MPA.
Churn steadily declined between 2016 and 2019 due to the continued subscriber mix shift from HFC subscribers
to FTTH subscribers. We are typically able to retain a higher percentage of FTTH subscribers due to the quality
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of our FTTH connections. For example, in the first half of 2020, average monthly FTTH churn was 0.5% while
average monthly HFC churn was 1.1%. The slight uptick in our average monthly churn from 0.6% in 2019 to
0.7% in the first half of 2020 was primarily driven by subscriber terminations after the expiration of payment
extensions that were mandated by the government and granted by us from March 17, 2020 to May 31, 2020. In
the second half of 2020, we expect churn to increase slightly as compared to our historic low churn levels in 2019
and the first half of 2020 as the full impact of the expiration of government-mandated payment extension is felt.
In July 2020, we began offering our subscribers the ability to settle their outstanding dues in staggered form,
which we believe will reduce delinquencies and allow us to maintain our churn rates at below the industry baseline
of 1% to 2%, according to MPA. By 2021, we believe that churn will revert to more normal, pre-COVID-19
levels.
There are two types of residential subscriber churn: voluntary and involuntary. Voluntary churn occurs when a
customer voluntarily discontinues service, for example due to relocation outside of our network coverage area.
Involuntary churn primarily occurs when we disconnect the service of a subscriber with payments that are
outstanding to us for more than two months. Out of our total of 28,693 disconnections in the first half of 2020,
94% were the result of involuntary churn.
Looking forward, we believe that the continued implementation of the following strategies will allow us to achieve
and maintain market-leading retention rates:
•

We meet or exceed our customers’ expectations in terms of product quality (e.g. high speed and reliable
internet) and customer service (e.g. responsiveness and promptness in issues resolution). In the
Residential Survey, respondents rated us highest in terms of satisfaction, with an overall satisfaction
rating that was 17% higher than those of other operators and a value-for-money perception rating that
was 18% higher than those of other operators. Our low churn rates are also reflective of the fact that
customers increasingly view high-speed home internet, for which our products are rated as being
superior, as a necessity in the new normal since the onset of COVID-19.

•

We require our residential subscribers to sign-up to a 24-month contract, and make an upfront payment
comprising of a security deposit and an installation fee. This practice of collecting a security deposit,
which is unique in the industry, allows us to capture credit worthy customers, according to MPA. Each
24-month contract automatically converts to a month-to-month subscription at the end of the initial
contract term. During the initial 24-month term, subscribers can only terminate their subscriptions by
paying a termination fee. After the initial contract term, subscribers can terminate their subscriptions
with effect from the end of their current billing cycle. Nearly all of our subscribers stay with us after the
initial 24-month period: in 2019 and in the first half of 2020, only 0.9% and 0.3% of customers with
expiring initial 24-month contracts churned in the first month after the expired contract period,
respectively.

•

We employ active churn management strategies such as providing relocation assistance, sending
payment reminders by SMS before the two-month overdue date, conducting subscriber outreach before
disconnecting the service, and retaining security deposits and installation fees for disconnected
delinquent accounts.

Maintaining residential ARPU at healthy levels
Our results of operations also depend on the amount of revenues we generate from each subscriber, which we
measure by monthly ARPU. We generate revenues from subscribers primarily through monthly internet
subscription fees, monthly add-on subscription fees and one-time installation fees.
We have been successful in keeping our ARPU steady since 2017 while our subscriber base grew 10 times
between December 31, 2016 and June 30, 2020. Monthly ARPU for our Residential Business has been relatively
steady at ₱1,191, ₱1,178, ₱1,293 and ₱1,270 (U.S.$25.5) in 2017, 2018, 2019 and the first half of 2020,
respectively. In 2017, we launched FiberX-1500 as our flagship FTTH entry-level plan, in line with our strategic
shift to focus on fiber (high speed broadband) and targeting the middle class (the Philippines’ largest and fastestgrowing segment). The launch of the FiberX-1500 plan translated to strong results: our subscriber base grew 5.7
times between December 31, 2017 and June 30, 2020, while ARPU steadily increased between 2017 and the first
half of 2020. Our historical ARPU also reflects the fact that we have not needed discounts or promotions to drive
our rapid growth. In the first half of 2020, our ARPU remained largely steady, with home broadband services
increasingly viewed as a household necessity in the new normal after the onset of COVID-19. We believe that
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our ARPU will continue to remain steady for the remainder of 2020 and into 2021. See “Risk Factors—Risks
Relating to Our Business—We may not be able to increase or maintain ARPU” on page 56.
Looking forward, we believe that the continued implementation of the following strategies will allow us to
maintain our ARPU at steady and healthy levels.
•

We increase ARPU by shifting our subscriber mix toward a greater proportion of FTTH subscribers
because we generate higher ARPU from FTTH subscribers than HFC subscribers. In the first half of
2020, our FTTH monthly ARPU was ₱1,384 (U.S.$27.8), which was 32.9% higher than our HFC
monthly ARPU of ₱1,041 (U.S.$20.9). In line with our strategy to focus on FTTH expansion over HFC
technology, we have actively ramped-up new subscriptions on our FTTH plans while new subscriptions
on our HFC plans have grown slower.

•

We have been able to maintain consistent ARPU by selling higher-ARPU premium home internet plans
(e.g. FiberXtreme plans), both during the initial subscriber sign-up and through upselling to existing
subscribers. We create our residential broadband internet service plans based on our understanding of
the demographics, demands and preferences of our subscribers, and we utilize tiered pricing levels to
offer attractive subscription plans to a broad range of residential subscribers. We believe that the
continued upselling of our FiberX-1500 customers to more premium FiberX or FiberXtreme plans would
provide support to and increase our ARPU over time.

•

We have also been successful in selling add-on products to some of our subscribers. For example, as of
June 30, 2020, we have been able to achieve a 14% take-up rate on our “10-for-99” speed-boost product
nationwide (18% in Metro Manila), which provides our FiberX-1500 subscribers the ability to purchase
an additional 10Mbps of bandwidth for an incremental fee of ₱99. The demand for and prices of these
add-on products, which is affected by variety of factors including new WFH norms, can also affect
ARPU.

•

We plan to implement differentiated pricing strategies with the anticipated launch of our new “Time of
Day” product in the second half of 2020. This product would provide add-on bandwidth at differentiated
pricing at different times of the day, allowing our subscribers to tailor their subscribed bandwidth to their
respective peak-time requirements.

•

In the long run, we are able to gradually increase the bandwidths offered to our subscribers, allowing us
to support our ARPU levels. Our network has built-in capacity to deliver speeds of up to 1 Gbps, 40
times what is currently provided under our most popular plan, FiberX 1500. This additional capacity can
be released without incurring additional costs or affecting margins.

Continuing to drive rapid take-up of our available port inventory
Our port take-up or utilization rates for our FTTH network is our number of FTTH subscribers as a percentage of
total FTTH ports and for our HFC network is our number of HFC subscribers as a percentage of HFC homes
passed. In line with our focus on FTTH network expansion and FTTH subscriber additions, we actively track and
manage our FTTH port take-up or utilization rates. Each utilized port generates revenue for us. We group ports
together by the month in which they become operational, and we refer to each group of ports as a “vintage.” We
generate higher revenue and achieve higher ROIC when we increase the take-up or utilization of our ports quickly
within a vintage. The factors that lead to faster take-up or utilization of our ports are successful and efficient
network rollouts, healthy subscriber acquisitions and strong subscriber retention.
We have been able to drive rapid port take-up or utilization as we roll-out our network, leading to high ROIC. We
have port take-up rates approaching approximately 60% within three years of rollout and approximately 40%
within 12 months of rollout, which are 4 times faster than the industry average, according to MPA. In addition,
our more recent vintages are seeing significantly faster subscriber take-up. For example, our 2019 vintage ports
are taken-up by subscribers at a pace that is nearly twice as fast as our 2016 vintage ports, highlighting our ability
to build on our learnings and capitalize on our momentum. Furthermore, many of our more recent vintages are
rolled-out in regional areas, where we have seen extremely rapid take-up. For example, in the first half of 2019,
we rolled-out approximately 8,000 ports in Daet, a small town in the Bicol Region, with approximately 20,000
households. Bicol is ranked 16th out of 17 regions in terms of GDP per capita, and Daet has a poverty rate of over
20%, according to the Philippine Statistics Authority. Yet, approximately 50% of the ports that we rolled out were
taken-up within 8 months of rollout. Additionally, we have already invested significant capital expenditures in
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building-out our port inventory, and as of June 30, 2020, we have the ports to add 1.7 million additional subscribers
without needing to incur any additional capital expenditures.
The following charts present our port utilization rates across all regions in (a) the Philippines and (b) in Metro
Manila, respectively, by monthly vintage over the last three years. As evident in these charts, we were able to
achieve utilization ratios of approximately 55% to 60% on a number of our port vintages, and furthermore, our
more recent vintages achieved faster “take-up” over a given period of time, compared to our earlier vintages. For
example, it took more than 20 months to reach approximately 40% port utilization for the approximately 39,000
ports deployed in Metro Manila in the year ended December 31, 2017 but we were able to achieve the same 40%
utilization rate for the approximately 289,000 ports deployed in Metro Manila in the year ended 31 December
2019 in only 12 months. Our blended utilization rate (referring to the utilization ratios across all port vintages) as
of December 31, 2016, 2017, 2018 and 2019, and June 30, 2020 were 15%, 24%, 31%, 27%, and 31% respectively.

Port utilization analysis for all regions
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Port utilization analysis for NCR (Metro Manila)
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Looking forward, we believe that the continued implementation of the following strategies will allow us to achieve
port take-up rates approaching 40% within 12 months and 60% within 3 years, consistent with our performance
over the last three and a half years:
•

Continue to select new roll-out areas carefully, considering a wide-range of factors when determining
which new areas to prioritize, including inputs from our sales team;

•

“Right-size” our deployments to match catchment-area demand and make deployments in phases to test
market demand;

•

Maintain close internal coordination and activate our sales and marketing team in advance of any new
network deployment; and

•

Deploy a dedicated “SWAT” task-force exclusively focused on driving higher utilization across the
network, especially on older-vintage roll-outs.

Growth of our Enterprise Business
Our Enterprise Business revenues are affected by our ability to grow our enterprise customer base and deepen our
wallet share with customers in terms of ARPU.
Converge has been the fastest growing enterprise fixed broadband operator in the Philippines since 2016.
Revenues from our Enterprise Business increased from ₱1,032.5 million in 2016 to ₱2,785.6 million (U.S.$55.9
million) in 2019 and ₱1,512.2 million (U.S.$30.3 million) in the first half of 2020, representing a CAGR of 39%
between 2016 and 2019 (3.3 times market growth, according to MPA) and a year-on-year growth rate of 23% in
the first half of 2020 (10.1 times market growth, according to MPA). In the first half of 2020, Enterprise Business
revenues represented approximately 23.3% of our total revenues.
Our Enterprise Business has been resilient amid COVID-19 due to our diversified customer base, with limited
exposure to sectors (e.g. SMEs) and industries (e.g. hospitality) that are more susceptible to or more affected by

90

the pandemic. For example, in the first half of 2020, SMEs contributed less than 5% of total revenues, and the
hospitality and food and beverage sectors contributed less than 5% of enterprise revenues. Furthermore, Philippine
businesses have sought to replicate normal operations through WFH arrangements and high-speed and redundant
connectivity has become more important, which also drove demand for our products and services. In the Enterprise
Survey, 92% of enterprise respondents viewed connectivity as a mission-critical requirement during the WFH
period. This is particularly so for larger enterprises, as well as enterprises in the wholesale, BPO, public sector
and the financial services sectors, which account for the majority of our enterprise revenues in the first half of
2020. In addition, since the onset of COVID-19, we entered into multiple contracts with large enterprises to
provide connectivity to the homes of their employees in order to accommodate permanent or long-term WFH
arrangements. These include leading multinational and local BPOs, and as a result of our ability to offer tailored
connectivity solutions to BPOs, including our most recent WFH products, we serve all top 10 BPOs in the
Philippines as of July 31, 2020.
For 2019, our enterprise revenue mix by industry was as follows: 20% wholesale, 18% BPO, IT and professional
services, 18% public sector and education, 8% financial services, 3% hospitality and food and beverage, and 33%
other. For the first half of 2020, our enterprise revenue mix by industry was as follows: 20% wholesale, 21% BPO,
IT and professional services, 16% public sector and education, 8% financial services, 3% hospitality and food and
beverage, and 32% other.
Looking forward, we expect continued steady enterprise revenue growth for the remainder of 2020 as the business
remains resilient despite the ongoing COVID-19 pandemic. By 2021, we expect a rebound of enterprise revenue
growth to more normal, pre-COVID-19 levels assuming businesses resume normal operations and the broader
economy ramps-up.
See “Risk Factors—Risks Relating to Our Business—The Philippine broadband industry is competitive, and our
growth strategy depends on our continued ability to compete effectively” on page 47.
Continuing to grow our enterprise customer base
Our enterprise revenues increase as our enterprise customer base grows. Our enterprise customer base is driven
by our monthly gross enterprise subscriber additions, net of our monthly enterprise subscriber churn.
Our enterprise customers increased from 4,292 as of December 31, 2016 to 10,083 as of December 31, 2019 and
10,498 as of June 30, 2020. Our enterprise customer base has grown at a CAGR of 33% between 2016 and 2019,
and has continued to grow by 18% year-on-year in the first half of 2020 despite the onset of COVID-19. We
expect our enterprise customer base to continue to grow in the second half of 2020 and return to more normal,
pre-COVID growth rates by 2021 assuming businesses resume business-as-usual operations and the broader
economy ramps-up.
We have executed and we believe that we can continue to execute effective customer acquisition strategies to
acquire new enterprise customers.
•

We organize our Enterprise Business around our four main target customer groups: (i) Large Enterprises,
(ii) Corporates, (iii) SMEs and (iv) Wholesale customers and have tailored our customer acquisition
strategy to uniquely address the needs of each customer group. For our Large Enterprise, Corporate and
Wholesale customers, we have domain and industry experts serving as key account managers dedicated
to our customers. For SMEs, we take an approach more similar to our Residential Business by providing
them a suite of value-for-money connectivity options, all of which provide high-speed and high reliability
connections, and come with dedicated 24-hour service desk and support teams and certain guaranteed
SLAs.

•

We endeavor to take a thoughtful and personalized approach to marketing, focused on relationship-based
engagement initiatives such as frequent and systematic outreach programs. In 2019, we held events and
programs throughout the year where we estimate that we interacted with over 20,000 customers and
potential customers.

•

We simplify our customer acquisition process by installing fiber in commercial buildings ahead of selling
activity, targeting buildings since they represent opportunities for multiple new customers and
streamlining our customer onboarding and installation procedures.
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•

We continue to expand our network and as we do so, we capture enterprise demand from businesses in
areas where few enterprise providers currently operate and from businesses that are seeking higher
quality connectivity and/or connectivity redundancy to safeguard their operations. According to the
Enterprise Survey, 88% of non-Converge enterprise respondents said that they will add Converge as a
service provider if Converge becomes available in their area.

The growth of our enterprise customer base was not significantly affected by churn between 2016 and the first
half of 2020. Enterprise customer churn was only 0.2% in 2019 and 0.5% in the first half of 2020. We believe that
our customer retention strategies have been successful in minimizing churn:
•

According to the Enterprise Survey, the majority of our Large Enterprise, Corporate and Wholesale
customers consider connectivity as a mission-critical need and therefore require two or more providers
to meet their requirements for redundancy and back-up support. No Converge respondent in the
Enterprise Survey indicated that they are likely to switch away from us in the next 24 months or when
their contracts with us expire. According to MPA, there is a lack of reliable alternative providers, with
many areas in the Philippines serviced by only one or two enterprise operators. We believe this has
minimized churn to other providers.

•

Customer churn is also low because of our high customer satisfaction levels. According to the Enterprise
Survey, Converge has been able to deliver in areas that matter most for customers: Converge rates the
highest in product quality (in terms of its ability to meet SLAs) and customer service (in terms of its
ability to provide high-touch, personalized and responsive customer service). Meanwhile, Converge also
rates on par with its enterprise peers in terms of value for money, which we believe highlights our
customers’ recognition of the strength of our product offering and the quality of our customer service.

•

To reduce and deter involuntary churn for non-payment among Large Enterprise, Corporate and
Wholesale customers, our key account managers actively follow up with customers (including in person
visits) and remind customers to pay. We also make it convenient for Large Enterprises where someone
is sent to collect checks from the customers’ offices. SME clients tend to make connectivity decisions in
patterns similar to residential subscribers, therefore we employ churn management strategies similar to
our residential business.

Maintaining healthy enterprise ARPU
Our enterprise revenues depend on the amount of revenues we generate from each enterprise customer as
measured by monthly ARPU.
We grew our overall monthly enterprise ARPU by a CAGR of 11% between 2017 and 2019, increasing from
₱22,319 in 2017 to ₱24,857 in 2018 to ₱27,462 in 2019. In the first half of 2020, we had overall monthly enterprise
ARPU of ₱24,491 (U.S.$491), which reflects the temporary adjustments that businesses have made in light of
COVID-19, whereby a portion of their enterprise connectivity spend has temporarily shifted towards WFH home
internet solutions for their employees, which are lower ARPU products. We believe that by 2021, monthly
enterprise ARPU growth will return to more normal, pre-COVID-19 rates assuming businesses resume businessas-usual, on-premises operations. See “Risk Factors—Risks Relating to Our Business—We may not be able to
increase or maintain ARPU” on page 56.
We have been able to grow our ARPU over time by deepening our wallet share with our clients through the
following strategies:
•

We deploy key account managers to strengthen and grow our relationships with enterprise customers.
Our key account managers conduct frequent and systematic outreach to our enterprise customers,
focused on nurturing a long-term relationship and understanding the customer’s needs. Leveraging on
the relationship that has been built, we then seek to grow our business with our customers by following
our customers as they expand their footprint and their workforce and provide more connections and
circuits to them.

•

We offer more complex enterprise solutions and add-on solutions as our customers’ businesses expand
and mature. For example, we offer local private data network solutions primarily to our Large Enterprise,
Corporate and Wholesale customers. Our offerings include “FAST”, which is a direct “point-to-point”
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solution provided on shared fiber network to deliver private and secure connectivity between two or more
business location, high-capacity and secured WAN connectivity and multi-protocol label switching.
•

We offer dedicated connectivity solutions that generate higher ARPU. According to MPA, average
bandwidth usage per employee is expected to increase 2.7 times between 2019 and 2025, and according
to the Enterprise Survey, 83% of Converge respondents indicated that they would likely switch from
shared connectivity to dedicated connectivity, the latter being higher ARPU generating.

•

For our Large Enterprise customers, we typically establish our initial relationship with the customer as
their secondary provider and then work towards assuming their primary provider role by meeting and
exceeding expectations for product offerings and customer service and providing a better overall
experience than our competitors, which can further grow our business with customers and drive
enterprise ARPU.

Operating Cost Structure
Our results of operations are affected by our ability to maintain a sustainable operating cost structure that can
provide economies of scale and operating leverage. Our key operating costs are our bandwidth and leased line
costs, costs of network materials and supplies, personnel costs and subscriber acquisition costs. These costs are
the main components of our cost of services and general and administrative expenses and, therefore, affect our
EBITDA and net profit. Certain of these costs, such as subscriber acquisition costs, are capitalized and amortized
over the terms of our subscriber contracts, which affects our net profit.
Our Pro Forma Adjusted EBITDA Margin was 47.2%, 49.7%, 50.4% and 51.0% for 2016, 2017, 2018 and 2019,
respectively, and our EBITDA margin was 51.1% for the first half of 2020. Our EBITDA margin of 51.1% for
the first half of 2020 compares favorably to the average of selected comparable peers of 43.2%, according to
MPA. The steady improvement since 2016 was due to our early investments to establish a sustainable operating
cost structure, such as our investments to put in place a strong and experienced management team and to
implement technologies and best-practice processes to improve productivity and scalability, as discussed in further
detail below. These investments provided operating leverage and economies of scale, as evidenced by the fact that
our revenues have been growing more quickly than our cost base. Going forward, we believe that we can achieve
further EBITDA margin improvements as the business continues to reap the benefits of scale and operating
leverage.
Our Pro Forma Adjusted Net Profit Margin was 22.8%, 23.8%, 19.7%, and 19.6% for 2016, 2017, 2018 and 2019,
respectively, and our Net Profit Margin was 18.7% in the first half of 2020. The gradual decline over this period
was due to our significant investments in network development and expansion over those years and corresponding
increases in depreciation and amortization expenses related to our significantly larger network. While our business
will continue to be capital intensive, we believe that the efficient operating cost structure that we have
implemented can help to manage our Net Profit Margin going forward.
Bandwidth and Leased Line Costs
Our bandwidth and leased line costs affect our profitability. Our bandwidth and leased line costs are primarily
driven by international connectivity we provide to our customers. These costs primarily comprise international
bandwidth costs in connection with the transmission of data between the Philippines and an international location,
to the extent that we do not have proprietary access to international bandwidth. In addition, we incur transit costs
in connection with the transmission of data between one or more international locations. Our international
bandwidth and transit costs depend on our unit lease rates and the amount of international bandwidth and transit
traffic that we require, which in turn is based on our number of subscribers. On occasion, we may also incur shortterm bandwidth and leased line costs tied to providing domestic connectivity. These costs are incurred when we
choose to offer our services in areas where we have yet to fully build out our own network and therefore lease
limited segments of network from third parties. In the first half of 2020, domestic connectivity leased from third
parties represented less than 5% of our total bandwidth and leased line costs.
Our bandwidth costs as a percentage of revenue were 8.7%, 6.9%, 11.3%, 9.1% and 9.9% for 2016, 2017, 2018,
2019 and the first half of 2020, respectively. These costs declined as a percentage of revenues in 2019 and the
first half of 2020 compared to 2018 in line with a market decrease in unit lease rates on international networks,
which we expect to continue in line with global and regional trends and our increase in network scale and
purchasing power. Accordingly, we have chosen to enter into annually renewable contracts to benefit from lower
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unit lease rates at the time of renewal. Between January 2019 and July 2020, our unit lease rates have on average
declined by approximately 26% per annum. Furthermore, we have implemented content delivery network
(“CDN”) solutions to cache content onshore in the Philippines, thereby reducing our costs associated with
international traffic, while also minimizing latency for our customers and enhancing their connectivity experience.
Our bandwidth and leased line costs as a percentage of revenue increased in 2018 primarily driven by costs of
acquiring additional international bandwidth capacity in anticipation of a significant increase in our subscriber
base, which we were able to achieve from 2018 to the first half of 2020.
We actively manage our bandwidth and leased line costs by implementing the following strategies. We actively
seek to form partnerships with global carriers in order to secure proprietary access to bandwidth capacity on
certain key international network routes. For example, in August 2020, we entered into an agreement with Telstra
International Limited to purchase 5 Tbps of international bandwidth capacity, providing a 15-year IRU on two
major intra-Asia networks for an attractive cost. This 5 Tbps of bandwidth capacity is equivalent to approximately
seven times our current leased bandwidth capacity, and has been priced at an aggregate unit cost that is
meaningfully lower compared to our average contracted lease costs at present. This IRU is subject to certain
conditions. Going forward, Converge intends to continue to secure proprietary access to international bandwidth
capacity through similar agreements with other international carriers, which can provide us with significant cost
savings. We also manage our international connectivity costs by actively deploying content delivery network
technologies to cache content onshore in the Philippines and reduce international traffic. See “Risk Factors—Risks
Relating to Our Business—Our revenues and profitability may be adversely affected by increased bandwidth and
leased line costs” on page 51.
Network Materials and Supplies
Our profitability is also affected by the cost of network materials and supplies we use to add new residential and
enterprise subscribers, primarily including the fiber and cable wires required for last mile installation, other
installation material, and CPE issued to our enterprise subscribers. While the CPEs issued to our enterprise
subscribers are expensed under our network materials and supplies cost, the CPEs issued to our residential
subscribers are reclassified from inventory to customer premise equipment under property, plant and equipment
upon issuance and activation and depreciated over their useful life of three years. Network materials and supplies
cost increase as we activate new residential and enterprise customers. The purchase prices that we pay for these
materials and supplies are generally stable.
Our network materials and supplies costs as a percentage of revenue for the years ended December 31, 2016,
2017, 2018 and 2019 and the first half of 2020 were 2.3%, 3.3%, 2.9%, 8.7% and 7.6%, respectively. Our network
materials and supplies costs in 2019 reflect one-time adjustments arising from the results of our inventory count.
Our network materials and supplies costs on a normalized basis as a percentage of revenue would have been higher
in the past and only 6.4% for 2019. Our network materials and supplies costs are directly related to our gross
subscriber additions and therefore, going forward these costs are expected to decline as a percentage of revenue
as we continue to scale our business.
We employ a number of strategies to manage our network and materials supplies costs while maintaining
equipment quality. We have strong relationships with a diversified base of international equipment vendors that
allows us to regularly review and optimize the procurement costs for these materials. We typically bid-out
equipment procurement to ensure the optimal price and quality required for our projects. We generally purchase
our equipment directly from the manufacturers thereby allowing us not to pay any fees to intermediaries. As our
procurement volume has increased in line with increases in our gross subscriber additions each year, we have
benefitted from a decrease in unit cost from economies of scale in procurement. As the functions and quality of
this equipment, particularly the CPEs, directly affect the user experience, we carefully select our vendors and are
focused on procuring equipment that will enhance the quality of the services we offer. We have established both
a type and testing approval process for CPE procurement. This is particularly important, as we need to ensure our
CPE can be managed by our back-end systems for example for auto-provisioning of CPE software updates.
Personnel Costs
Our personnel costs affect our profitability. We incur personnel costs for our internal sales, customer service and
installation personnel, and for headquarter, general and administrative personnel, and retirement benefits. Our
personnel costs as a percentage of revenue were 8.0%, 9.6%, 10.2%, 8.2% and 9.4% for 2016, 2017, 2018 and
2019 and the first half of 2020, respectively. As of June 30, 2020, we have approximately 2,700 full-time
equivalent employees.
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Average salaries have increased largely in line with inflation and significantly slower compared to revenue
growth. Personnel costs comprised a greater percentage of revenue between 2016 and 2018 as we focused on
network expansion and scaling our business to support our anticipated growth, including significant investments
to deepen and strengthen our management team by adding leadership with relevant experience with major
multinational companies such as Globe Telecom, NTT, IBM, General Electric, Morgan Stanley and PwC, as well
as increased headcount in our administrative, sales and marketing and support teams. Personnel costs are also
highly scalable, and as a result of our investments in our management team and business we believe that our
current management structure and personnel and similar upfront personnel investments in the future, particularly
in areas such as tele-digital sales, customer care and dedicated account managers with high customer touch points,
can provide efficiencies of scale in supporting a larger subscriber base, as reflected in the decline in personnel
costs as a percentage of revenue beginning in 2019.
Subscriber Acquisition Costs
Our costs of acquiring subscribers affect our profitability. These costs are capitalized as deferred contract cost and
amortized on a straight-line basis over the span of the subscriber’s contract (typically two years). Our aggregate
amortization expense related to subscriber acquisition costs and installation costs as a percentage of revenue for
the years ended December 31, 2016, 2017, 2018 and 2019 and for the half-year ended June 30, 2020 were 2.0%,
1.5%, 2.6%, 3.9%, and 4.9%, respectively. These costs have increased since 2017 due to the expansion of our
third-party sales program as we accelerated subscribers acquisition. We pass on our installation costs to customers
in the form of installation fees.
The majority of our subscribers are engaged through our third-party sales channels through two types of thirdparty sales arrangements in place: (i) the MSA model, where third-party agents conduct door-to-door sales within
agreed coverage areas and receives a one-time service fee for each new subscriber and (ii) the MSP model, where
third-party managed service providers perform certain aspects of our sales and operations within the agreed
coverage area under outsourcing arrangements that are generally renewable annually. Both our MSAs and MSPs
perform services for us generally on an exclusive basis.
We also engage an increasing number of subscribers through our internal sales channels: (i) business centers, (ii)
tele-digital sales platform and (iii) customer referral programs. We believe that retaining an in-house sales team
allows us to take a more personalized, differentiated and targeted approach in customer acquisition, allowing us
to attract high-quality customers at lower customer acquisition costs. We believe that our tele-digital sales channel
is one of our most cost-effective means to market and sell our products. While our internal sales personnel receive
performance-based incentives for their services, the average customer acquisition cost via our tele-digital platform
is significantly lower than the customer acquisition cost via our third-party sales channels in 2019, allowing us to
acquire new customers in a cost-efficient manner.
We also have low cost-acquisition channels that we use to promote a positive feedback loop to drive customer
engagement and loyalty, which we believe can in turn drive new acquisitions. We are also uniquely able to attract
new customers through word-of-mouth advocacy, which is our most cost-effective means to market and sell our
products. According to the Residential Survey, we had an NPS of +83, compared to an average NPS of
approximately +33 for the two other operators surveyed, and over 50% our customers first heard about us through
word-of-mouth advocacy, which has helped to contain our marketing spend. Looking ahead, we may selectively
increase our general or targeted marketing activities in tandem with our nationwide fiber network rollout. We also
intend to focus on acquiring subscribers under our “Member-Get-Member” customer referral program.
Capital Expenditures
Our business is capital intensive and requires us to make significant capital expenditures to expand our proprietary
end-to-end network. Our ability to successfully execute our network rollouts has a direct impact on our revenue
and EBITDA generation capacity and our capital efficiency, which we measure by ROIC.
We are in the process of a significant network expansion program with the aim of reaching approximately 55%
of the total households in the Philippines (of 27.5 million households, according to MPA) with our fiber network
by 2025. We had aggregate capital expenditures of approximately ₱25.2 billion (U.S.$505.5 million) from 2016
through June 30, 2020. For the remainder of 2020 and 2021, we currently expect to incur capital expenditures in
the aggregate amount of approximately ₱30 billion (U.S.$602 million) toward, among other things, further
expanding our domestic network (comprising of our domestic backbone, distribution and last mile networks), and
securing additional access to international connectivity (including the purchase of 5Tbps of international
bandwidth capacity from Telstra in August 2020).
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Our principal sources of funding for our capital requirements since 2016 have been (a) capital contributions from
our shareholders, including a U.S.$225 million equity investment by Warburg Pincus, (b) cash flows generated
from our operations and (c) bank financings. We maintain a strong and conservatively levered balance sheet, with
net debt (as measured by total debt less cash and cash equivalents) of ₱1,527.4 million (U.S.$30.6 million) as of
June 30, 2020, representing a net leverage (measured by net debt as of June 30, 2020 divided by EBITDA for the
last 12 months ended June 30, 2020) of approximately 0.3 times. We believe that our strong balance sheet and
conservative leverage position provide us with significant financial flexibility and sufficient leverage headroom
to fund our growth plans.
Looking ahead, we expect to fund our capital requirements through a combination of (a) the primary capital raised
through this Offering, (b) the available cash on our balance sheet (₱8,982.1 million (U.S.$180.2 million) as of
June 30, 2020), (c) further cash to be generated from operations, and (d) debt facilities (₱21,400 million (U.S.$429
million) available for drawdown as of June 30, 2020, and a further ₱10 billion (U.S.$200.6 million) under term
sheet.
Our financial performance, particularly our ROIC, is affected by how efficiently we deploy capital to expand our
network. Our ROIC in 2019 and in the first half of 2020 were 19.7% and 18.6% (annualized), respectively,
compared to an average ROIC of 9.5% and 9.0% in the corresponding periods among select comparable peers
(Time dotCom, HKBN, LinkNet, Globe, PLDT, Charter Communications, Altice USA, Telenet, Liberty Global
and Altice N.V.), according to MPA. The main factors that drive our high ROIC are (a) our focus on capital
efficiency by controlling rollout costs while building a high-quality, durable, fit-for-purpose and scalable network,
(b) our ability to target localities and submarkets with sufficient demand and introduce an appropriate amount of
supply into these markets to help us achieve high port utilization rates, (c) the close coordination we maintain
among our various in-house teams (e.g. network roll-out, sales and marketing, customer service and strategy) to
drive rapid subscriber take-up and strong utilization across our network, and (d) our ability to manage the
efficiency with which we deploy our capital expenditures by servicing incremental demand through port
augmentation, which requires approximately U.S.$30 per port as compared to approximately U.S.$150 per port
for new rollouts.
CRITICAL ACCOUNTING POLICIES
We prepare our financial information in conformity with PFRS. Critical accounting policies are those that are
both (i) relevant to the presentation of our financial condition and results of operations and (ii) require
management’s most difficult, subjective or complex judgments, often as a result of the need to make estimates
about the effect of matters that are inherently uncertain. As the number of variables and assumptions affecting the
possible future resolution of the uncertainties increases, those judgments become even more subjective and
complex. In order to provide an understanding of how our management forms its judgments about future events,
including the variables and assumptions underlying its estimates, and the sensitivity of those judgments to
different circumstances, we have identified our critical accounting judgments, estimates and assumptions in Note
21 to our audited consolidated financial statements included elsewhere in this Prospectus.
The main items subject to critical accounting estimates and assumptions by management are in respect of:
•

Expected credit losses on trade and other receivables and amounts due from related parties, based on
which we determine whether impairment of such assets is necessary. For more information, see Note 3
to our audited consolidated financial statements included elsewhere in this Prospectus;

•

Estimated useful lives of property, plant and equipment, intangible assets and right-of-use assets;

•

Principal assumptions that are selected and used by our actuaries for estimation of retirement benefit
obligation; and

•

Determining the incremental borrowing rate, which is the rate at which the remaining lease payments on
lease liabilities and right-of-use assets are discounted to present value.

The main items subject to critical accounting judgments by management are in respect of:
•

Recoverability of network materials and supplies during our assessment of whether provisions for
obsolescence are necessary;
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•

Recoverability of property, plant and equipment, intangible assets and right-of-use assets during our
assessment of whether impairments of the carrying amounts of such assets for obsolescence are
necessary;

•

Income taxes; and

•

Determining the lease term for property and equipment leases and whether and how lease extension and
termination options should be factored into the lengths of such lease terms.

While we believe that all aspects of our financial statements, including the accounting policies discussed in our
audited financial statements and the June 30, 2020 interim consolidated financial statements should be studied
and understood in assessing our current and expected financial condition and results of operations, we believe that
the financial information in our audited consolidated financial statements that is subject to these estimates,
assumptions and judgments warrants particular attention.
DESCRIPTION OF KEY LINE ITEMS
The following discussion provides a description of the key line items of our consolidated statements of total
comprehensive income for the years ended December 31, 2016, 2017, 2018 and 2019, and six-month periods
ended June 30, 2019 and 2020.

2016

For the years ended December 31,
2017
2018

2019

For the six-month period
ended June 30,
2019
2020

(in millions)
₱

Revenues .....................................
Cost of services............................
Gross profit ................................
General
and
administrative
expenses ...................................
Provision for impairment of trade
and other receivables ...............
Unrealized fair value loss on
financial asset at FVTPL..........
Other income (loss), net ...............
Profit from operations ...............
Finance costs ...............................
Profit before income tax ............
Income tax expense .....................
Profit for the year/ period .........
Other comprehensive income
Item that will not be reclassified
to profit or loss
Remeasurement gain on retirement
benefit obligation, net of tax ....
Total comprehensive income
for the year/ period ................

1,894.0
(654.7)
1,239.2

2,940.2
(1,049.9)
1,890.3

5,054.6
(2,328.5)
2,726.1

9,139.5
(4,440.7)
4,698.8

3,942.4
(1,900.2)
2,042.2

6,489.9
(3,018.1)
3,471.8

(279.7)

(441.9)

(912.7)

(1,414.8)

(636.5)

(1,076.7)

(80.9)

(77.6)

(124.9)

(529.9)

(229.3)

(324.3)

—
(293.2)
585.4
(4.8)
580.7
(6.3)
574.4

—
(72.2)
1,298.6
(11.2)
1,287.4
(56.9)
1,230.5

—
51.1
1,739.7
(70.6)
1,669.1
(427.5)
1,241.6

—
18.3
2,772.3
(275.1)
2,497.3
(592.5)
1,904.7

—
(26.5)
1,150.0
(136.7)
1,013.3
(188.5)
824.7

40.6
114.4
2,144.6
(347.3)
1,797.3
(538.6)
1,258.7

—

1.6

8.5

45.2

27.1

(19.4)

574.4

1,232.1

1,250.1

1,949.9

851.8

1,239.3

Revenues
We generate revenues from our two major businesses: (i) our Residential Business, under which we primarily
provide high-speed broadband internet services to residential customers and microbusinesses; and (ii) our
Enterprise Business, under which we provide high-speed broadband internet services and other connectivity
solutions, including private data network services and cloud and colocation services, to enterprise customers of
varying sizes, industries and types across the Philippines. Our Residential and Enterprise Business revenues also
include installation revenue that we generate from each new subscriber or customer.
The table below summarizes the revenue contribution of each business to our total revenues for the periods
indicated. Historically, the majority of our revenue has been derived from our Residential Business. Revenues
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from our Residential Business increased at a CAGR of 94.7% between 2016 and 2019 to reach ₱6,353.9 million
(U.S.$127.5 million) for the year ended December 31, 2019, and revenues from our Enterprise Business increased
at a CAGR of 39.2% between 2016 and 2019 to reach ₱2,785.6 million (U.S.$55.9 million) for the year ended
December 31, 2019.

Revenues
Residential
Business
Enterprise
Business
Total

For the year ended December 31,
2016
2017
2018
2019
(in millions)
₱
U.S.$

CAGR
(20162019)
%

For the six months ended
June 30,
2019
2020
(in millions)
₱
U.S.$

Year-onYear
Growth
%

861.5

1,519.5

3,150.7

6,353.9

127.5

94.7

2,711.8

4,977.7

99.9

84

1,032.5
1,894.0

1,420.7
2,940.2

1,903.9
5,054.6

2,785.6
9,139.5

55.9
183.3

39.2
69.0

1,230.5
3,942.4

1,512.2
6,489.9

30.3
130.2

23
65

Revenues from both our Residential Business and our Enterprise Business are primarily generated from fixedterm contracts that we enter into with our customers to sell our high-speed fixed broadband internet services and
other connectivity solutions. In addition, we generate revenue from the sale of additional connectivity solutions,
such as our “speed boost” add-on for our residential subscribers and our “bandwidth on demand” add-on for our
enterprise customers.
Revenue from our fixed term subscription contracts is recognized on a straight-line basis over the subscriber’s
subscription period. Additional services are charged separately and recognized as provided or used. For more
information on revenue recognition, see Note 23.19 to our audited consolidated financial statements included
elsewhere in this Prospectus.
We also charge our residential customers a one-time installation fee at the time of sign-up. These up-front
payments of installation fees are capitalized and recorded as deferred revenues in our consolidated statement of
financial position and recognized as revenue on a straight-line basis over the term of the subscription contract.
Cost of Services
Cost of services comprise the following:
•

Depreciation and amortization, primarily comprising (i) depreciation of property, plant and equipment,
namely our fiber network infrastructure, (ii) amortization of right-of-use assets, which relate to various
network and co-located sites, office space, warehouses and transportation equipment that we lease, and
(iii) amortization of intangible assets, such as our customer list, telecommunication franchise, and
software and licenses;

•

Bandwidth and leased line costs, which primarily relate to international bandwidth costs in connection
with the transmission of data between the Philippines and an international location, to the extent that we
do not have proprietary access to international bandwidth. In addition, we incur transit costs in connection
with the transmission of data between one or more international locations. On occasion, we may also
incur short-term bandwidth and leased line costs tied to providing domestic connectivity;

•

Cost of network materials and supplies used, which relates to installation materials, customer premise
equipment (e.g. modems and routers) and construction materials (e.g. cable wires);

•

Service fees charged to us by content providers whose services we include in some of our bundled cable
TV services offerings to HFC subscribers;

•

Personnel costs for our internal sales team and our customer management team such as installation and
customer services. Personnel costs also include expenses related to retirement benefits for qualified
employees under the Republic Act 7641 - Retirement Pay Law;

•

Rental costs consist of short-term leases and other agreements for the use of third-party structures,
including poles that do not qualify as leases under PFRS 16;
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•

Cost of meals and transportation that are directly attributable to the services rendered;

•

Cost of utilities associated with office spaces and warehouses;

•

Provision for inventory obsolescence; and

•

Loss on direct write-off of network materials and supplies.

The table below summarizes our cost of services for the periods indicated.
2016
Depreciation and amortization .
Bandwidth and leased line costs
................................................
Network materials and supplies
used .........................................
Amortization
of
deferred
contract cost ............................
Service fees .............................
Personnel costs ........................
Rent .........................................
Utilities ....................................
Provision
for
inventory
obsolescence ............................
Retirement benefit expense ......
Others ......................................

For the years ended December 31,
2017
2018
2019
(₱ in million or percentage of revenue)
382.7
13.0%
942.6
18.6%
1,531.8
16.8%

For the six-month period ended June 30,
2019
2020
654.9

16.6%

951.5

14.7%

240.3

12.7%

164.1

8.7%

204.3

6.9%

570.1

11.3%

829.0

9.1%

358.2

9.1%

643.1

9.9%

44.3

2.3%

97.6

3.3%

147.1

2.9%

796.3

8.7%

343.9

8.7%

493.1

7.6%

38.6
14.3
44.7
25.0
38.9

2.0%
0.8%
2.4%
1.3%
2.1%

43.3
96.1
91.7
28.1
48.2

1.5%
3.3%
3.1%
1.0%
1.6%

129.1
236.4
170.5
23.4
49.0

2.6%
4.7%
3.4%
0.5%
1.0%

355.4
344.2
229.1
112.1
92.6

3.9%
3.8%
2.5%
1.2%
1.0%

133.4
147.0
105.2
52.8
34.2

3.4%
3.7%
2.7%
1.3%
0.9%

316.4
296.0
127.6
57.0
39.1

4.9%
4.6%
2.0%
0.9%
0.6%

—
17.5
26.8
654.7

—
0.9%
1.4%
34.6%

—
20.4
37.5
1,049.9

—
0.7%
1.3%
35.7%

—
15.7
44.5
2,328.5

—
0.3%
0.9%
46.1%

27.7
12.7
109.7
4,440.7

0.3%
0.1%
1.2%
48.6%

13.1
6.3
51.2
1,900.2

0.3%
0.2%
1.3%
48.2%

—
0.8
93.4
3,018.1

—
0.0%
1.4%
46.5%

General and Administrative Expenses
General and administrative expenses primarily comprise the following:
•

Personnel costs (other than personnel costs recorded as cost of services), which primarily relate to
headquarter, general and administrative personnel;

•

Depreciation and amortization, primarily comprising (i) depreciation of property, plant and equipment
(other than those recorded as cost of services), (ii) amortization of right-of-use assets, which relate to
office space, warehouses and transportation equipment that we lease (other than amortization expense
recorded under cost of services), and (iii) amortization of intangible assets such as software and licenses
(other than amortization expense recorded under cost of services);

•

Expenses for outside services, which relate to janitorial, brokerage and security services used in ongoing
business operations;

•

Taxes and license costs, which relate to business permits and local government taxes;

•

Professional fees, which relate to legal, auditor and consultant services; and

•

Commission expense paid to sales personnel based on achievement of sales targets.

Other components of general and administrative expenses are repairs and maintenance, meals and transportation,
utilities, promotions, insurance, office supplies, rent, representation, permits, trainings and seminars, membership
dues, loss on direct write-off of receivables, provision for contingencies and miscellaneous expense.
The table below summarizes our general and administrative expenses for the periods indicated.
2016
Personnel costs ....................

106.8

5.6%

For the years ended December 31,
2017
2018
2019
(₱ in million or percentage of revenue)
190.3
6.5%
344.7
6.8%
519.8
5.7%
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For the six-month period ended June 30,
2019
2020
220.2

5.6%

481.4

7.4%

For the years ended December 31,
2017
2018
2019
(₱ in million or percentage of revenue)

2016
Depreciation
and
amortization .........................
Outside services ...................
Taxes and licenses ...............
Professional fees ..................
Commission expense ...........
Repairs and maintenance .....
Meals and transportation......
Utilities ................................
Promotions ..........................
Insurance .............................
Office supplies .....................
Retirement benefit expense ..
Rent .....................................
Representation .....................
Permits.................................
Trainings and seminars ........
Membership dues.................
Loss on direct write-off of
receivables ...........................
Provision for contingencies..
Miscellaneous expense ........

For the six-month period ended June 30,
2019
2020

7.9

0.4%

14.3

0.5%

33.7

0.7%

134.5

1.5%

63.7

1.6%

82.9

1.3%

14.1
12.5
26.7
—
4.8
1.4
2.3
8.6
5.1
2.4
12.2
10.8
12.0
1.2
2.2
0.6

0.7%
0.7%
1.4%
—
0.3%
0.1%
0.1%
0.5%
0.3%
0.1%
0.6%
0.6%
0.6%
0.1%
0.1%
0.0%

24.9
18.0
24.0
6.6
6.8
23.3
18.0
24.0
7.3
4.1
7.0
10.8
33.8
12.0
3.6
1.9

64.0
41.4
27.5
13.9
23.7
66.9
23.9
41.7
14.1
11.4
5.2
89.6
22.5
5.0
4.9
2.3

1.3%
0.8%
0.5%
0.3%
0.5%
1.3%
0.5%
0.8%
0.3%
0.2%
0.1%
1.8%
0.4%
0.1%
0.1%
0.0%

105.7
93.1
89.4
81.7
75.9
70.5
64.4
51.0
23.5
21.9
10.8
13.4
9.4
6.1
2.8
2.1

1.4%
1.1%
1.1%
0.8%
0.8%
0.7%
1.0%
0.4%
0.3%
0.2%
0.1%
0.2%
0.1%
0.1%
0.0%
0.0%

60.3
45.6
110.0
81.0
73.6
25.6
28.2
33.5
7.8
7.8
3.4
4.1
2.0
7.9
1.6
1.4

0.9%
0.7%
1.7%
1.2%
1.1%
0.4%
0.4%
0.5%
0.1%
0.1%
0.1%
0.1%
0.0%
0.1%
0.0%
0.0%

—

—

29.5

0.6%

—

1.2%
1.0%
1.0%
0.9%
0.8%
0.8%
0.7%
0.6%
0.3%
0.2%
0.1%
0.1%
0.1%
0.1%
0.0%
0.0%
—

56.2
41.9
42.8
33.4
30.4
28.2
39.3
14.8
11.0
9.6
5.4
9.0
5.0
3.4
1.8
1.6

—

0.8%
0.6%
0.8%
0.2%
0.2%
0.8%
0.6%
0.8%
0.2%
0.1%
0.2%
0.4%
1.1%
0.4%
0.1%
0.1%
—

—

—

—

—

40.3
7.6
279.7

2.1%
0.4%
14.8%

—
11.4
441.9

—
0.4%
15.0%

—
46.6
912.7

—
0.9%
18.1%

—
39.1
1,414.8

—
0.4%
15.5%

—
18.7
636.5

—
0.5%
16.1%

—
18.7
1,076.7

—
0.3%
16.6%

Provision for impairment of trade and other receivables
Provisions for impairment of trade and other receivables reflect expected credit losses on such receivables.
We adopted PFRS 9, Financial Instruments with effect from January 1, 2018. Trade and other receivables were
tested for impairment upon initial application of PFRS 9, and are tested at each reporting date, by evaluating the
range of possible outcomes, taking into account past events, current conditions and our assessment of future
economic conditions. When determining whether to record a provision for impairment for a subscriber who is
unable to meet its payment obligations to us, we consider the subscriber’s length of relationship with us, payment
history and all other available facts and circumstances. For more information, see Note 3 to our audited
consolidated financial statements included elsewhere in this Prospectus.
Beginning with reporting dates in 2019, we have taken a more conservative approach when assessing trade and
other receivables for impairment, by assessing on a forward-looking basis the expected credit losses (“ECL”) on
our outstanding receivables. This approach has led us to conclude that a larger share of our trade receivables were
credit-impaired, even though we generally view our subscribers to have strong credit quality as we have collected
one-month security deposits from all our residential and SME accounts in addition to installation fees payable at
the time of contract. Our provisions for impairment of trade and other receivables increased from 2.5% of revenues
(₱124.9 million) in 2018 to 5.8% of revenues (₱529.9 million) in 2019, inclusive of certain trade and other
receivables that we would have been identified for impairment in 2016, 2017 and 2018 if we had applied our
current ECL method in those years. Assuming that we had utilized our current ECL method from 2016, our
provisions for impairment would have been higher in 2016, 2017 and 2018, while our provisions for impairment
of trade and other receivables in 2019 would have been lower at approximately 2.5% of revenues.
In the six months ended June 30, 2020, we have continued to assess our provision for impairment of trade and
other receivables based on the ECL method, resulting in a total provision of 5.0% of revenues (₱324.3 million).
The increase in provisions in the six months ended June 30, 2020 was driven by payment extensions to our
customers that were mandated by the government and granted by us from March 17, 2020 to May 31, 2020, which
resulted in an increase in trade receivables, as well as our conservative ECL approach. We plan to continue
applying the more conservative ECL approach going forward and closely monitor the collection of outstanding
receivables. We have for example in July 2020 offered to some of our customers the ability to settle their
outstanding bills in staggered payments, which we believe will increase our likelihood to recover receivables from
our customers. Additional impairments may be required in the second half of 2020 depending on the continuing
impact of COVID-19 on our business and our payment collections following the expiry of one-off government-
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mandated payment extensions that we have granted to customers. By 2021, we expect provisions to revert to more
normal, pre-COVID-19 levels.
Other Income, Net
Other income, net primarily comprises net foreign exchange gain, interest income, gains on the sale of network
materials to related parties and commensurate services fees from related parties (in connection with, among other
things, a marketing service arrangement with our pay TV affiliates). Other income, net also includes non-recurring
items such as loss on disposal of subsidiaries that are re-measured at fair value at date of disposal, gain on reversal
of provision for contingencies, gain on sale of property and equipment, loss on disposal of network materials and
supplies, loss on disposal/retirement property and equipment and loss from a warehouse fire that occurred in 2016.
Finance Costs
Finance costs comprise borrowing costs and interest liability arising from the recognition of right-of-use assets,
which relate to various network and co-located sites, office space, warehouses and transportation equipment that
we lease.
Income Tax Expense
Income tax expense represents taxes on profit for the year or period. Under the Tax Code, we are subject to the
regular income tax rate of 30% imposed on corporations incorporated in the Philippines. However, we registered
with the Philippine Board of Investments as a pioneer and expanding operator of nationwide broadband network
for the provision of data internet services in January 2013 and February 2015, respectively. These registrations
qualified us for certain fiscal incentives, including an income tax holiday on income directly attributable to
revenue generated from the registered activities. This tax holiday expired in January 2018 in respect of our
expanding operator registration and in December 2018 in respect of our pioneer operator registration. As a result,
our effective income tax was 1.1%, 4.4%, 25.6% and 23.7% for the years ended December 31, 2016, 2017, 2018
and 2019, respectively. For more information, see notes 1.2 and 16 to our audited consolidated financial statements
included elsewhere in this Prospectus.
Remeasurement gain on retirement benefit obligation, net of tax
We provide retirement benefits for qualified employees under the Republic Act 7641 - Retirement Pay Law. An
independent actuary conducts a periodic actuarial valuation of the defined benefit plan using the projected unit
credit method.
RESULTS OF OPERATIONS
Six months ended June 30, 2020 compared to six months ended June 30, 2019
Revenues
Revenues increased by 64.6%, or ₱2,547.6 million, from ₱3,942.4 million for the six months ended June 30, 2019
to ₱6,489.9 million (U.S.$130.2 million) for the six months ended June 30, 2020 due to increases in revenue from
our Residential and Enterprise Businesses.
Residential Business revenue increased by 83.6%, or ₱2,265.9 million, from ₱2,711.8 million for the six months
ended June 30, 2019 to ₱4,977.7 million (U.S.$99.9 million) for the six months ended June 30, 2020 primarily
due to an increase in residential subscribers of 91.8%, or 350,220 subscribers, from 381,343 subscribers as of June
30, 2019 to 731,563 subscribers as of June 30, 2020. FTTH subscribers increased by 145.4%, or 303,718
subscribers, from 208,879 FTTH subscribers as of June 30, 2019 to 512,597 FTTH subscribers as of June 30,
2020. HFC subscribers increased by 27.0%, or 46,502 subscribers, from 172,464 HFC subscribers as of June 30,
2019 to 218,966 HFC subscribers as of June 30, 2020. The residential subscriber increase was driven by our ability
to deepen our presence in existing areas and expand our network to new areas, increasing our ports from 1,417,939
as of June 30, 2019 to 2,461,041 as of June 30, 2020 and attract new subscribers to take-up available ports and
increase port utilization across our network. The residential subscriber increase, which was back-ended in the 12month period given the rapid growth in new subscriptions that we have experienced, has also led to a marginal
decrease in monthly ARPU of 5.4% or ₱72.8, from ₱1,343.0 for the six months ended June 30, 2019 to ₱1,270.2
for the six months ended June 30, 2020.
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Enterprise Business revenue increased by 22.9%, or ₱281.7 million, from ₱1,230.5 million for the six months
ended June 30, 2019 to ₱1,512.2 million (U.S.$30.3 million) for the six months ended June 30, 2020 primarily
driven by the adoption of new enterprise products including WFH connectivity solutions. Unique enterprise
customers increased by 18.2%, or 1,615 customers, from 8,883 customers as of June 30, 2019 to 10,498 customers
as of June 30, 2020. Monthly ARPU decreased by 7.4% or ₱1,947.4, from ₱26,438.4 for the six months ended
June 30, 2019 to ₱24,491.0 for the six months ended June 30, 2020, which reflects the temporary adjustments that
businesses have made in light of COVID-19, whereby a portion of their enterprise connectivity spend has
temporarily shifted towards WFH home internet solutions for their employees, which are lower ARPU products.
Cost of Services
Cost of services increased by 58.8%, or ₱1,117.9 million, from ₱1,900.2 million for the six months ended June
30, 2019 to ₱3,018.1 million (U.S.$60.5 million) for the six months ended June 30, 2020. The increase was
primarily attributable to increases in depreciation and amortization costs, bandwidth and leased line cost,
amortization of deferred contract cost network materials and supplies used and service fees.
Depreciation and amortization costs increased by 45.3%, or ₱296.6 million, from ₱654.9 million for the six
months ended June 30, 2019 to ₱951.5 million (U.S.$19.1 million) for the six months ended June 30, 2020
primarily due to the expansion of our fiber network.
Bandwidth and leased line costs increased by 79.5%, or ₱284.9 million, from ₱358.2 million for the six months
ended June 30, 2019 to ₱643.1 million (U.S.$12.9 million) for the six months ended June 30, 2020 due to the
purchase of additional bandwidth capacity from international carriers, partially offset by declining unit prices.
Network materials and supplies used increased by 43.4%, or ₱149.2 million, from ₱343.9 million for the six
months ended June 30, 2019 to ₱493.1 million (U.S.$9.9 million) for the six months ended June 30, 2020 due to
the expansion of our residential subscriber base. Network materials and supplies costs as a percentage of revenue
decreased from 8.7% for the six months ended June 30, 2019 to 7.6% for the six months ended June 30, 2020 due
to one-time adjustments to the inventory count and average cost for network materials in 2019, while unit prices
remained stable between periods.
Amortization of deferred contract cost increased by 137.2%, or ₱183.0 million, from ₱133.4 million for the six
months ended June 30, 2019 to ₱316.4 million (U.S.$6.3 million) for the six months ended June 30, 2020
reflecting subscriber acquisition costs to expand our residential subscriber base and installation costs as a result
of the subscriber base increase.
Service fees increased by 101.4%, or ₱149.1 million, from ₱147.0 million for the six months ended June 30, 2019
to ₱296.0 million (U.S.$5.9 million) for the six months ended June 30, 2020 due to an increase in bundled
broadband packages sold to HFC subscribers and bundling fees paid to service providers.
Personnel costs increased by 21.3%, or ₱22.4 million, from ₱105.2 million for the six months ended June 30,
2019 to ₱127.6 million (U.S.$2.6 million) for the six months ended June 30, 2020 primarily due to an increase in
headcount in line with expansion and maintenance of a larger network and customer base.
Gross Profit
Gross profit increased by 70.0%, or ₱1,429.6 million, from ₱2,042.2 million for the six months ended June 30,
2019 to ₱3,471.8 million (U.S.$69.6 million) for the six months ended June 30, 2020. Gross margin, or gross
profit as a percentage of revenue, increased from 51.8% in 2019 to 53.5% in 2020. The increase in gross margin
was primarily due to the increase in revenue, which outpaced increases in costs, each as described above.
General and Administrative Expenses
General and administrative expenses increased by 69.2%, or ₱440.2 million, from ₱636.5 million for the six
months ended June 30, 2019 to ₱1,076.7 million (U.S.$21.6 million) for the six months ended June 30, 2020. The
increase was primarily attributable to an increase in personnel costs.
Personnel costs increased by 118.6%, or ₱261.2 million, from ₱220.2 million for the six months ended June 30,
2019 to ₱481.4 million (U.S.$9.7 million) for the six months ended June 30, 2020 due to an increase in headcount
during the period as we made key hires to support our business as it increased in scale.
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Depreciation and amortization expenses increased by 30.1%, or ₱19.2 million, from ₱63.7 million for the six
months ended June 30, 2019 to ₱82.9 million (U.S.$1.7 million) for the six months ended June 30, 2020 primarily
due to higher amortization expenses related to intangible assets.
Commission expense increased by 142.4%, or ₱47.6 million, from ₱33.4 million for the six months ended June
30, 2019 to ₱81.0 million (U.S.$1.6 million) for the six months ended June 30, 2020 primarily due to an increase
in our sales force during the period and more of our sales force achieving their sales targets.
Professional fees increased by 157.3%, or ₱67.3 million, from ₱42.8 million for the six months ended June 30,
2019 to ₱110.0 million (U.S.$2.2 million) for the six months ended June 30, 2020 primarily due to an increase in
headcount in line with expansion and maintenance of a larger network and customer base.
Provision for Impairment of Trade and Other Receivables
Provision for impairment of trade and other receivables increased by 41.4%, or ₱95.0 million, from ₱229.3 million
for the six months ended June 30, 2019 to ₱324.3 million (U.S.$6.5 million) for the six months ended June 30,
2020 primarily due to a significantly higher amount of receivables outstanding for more than 90 days as a result
of payment extensions that were mandated by the government and granted by us from March 17, 2020 to May 31,
2020. Provisions for impairment were based on a conservative application of the expected credit loss method even
though we have collected one-month security deposits from these delinquent accounts at the time that the
subscribers were acquired. For more information, see Notes 3 and 23.3 to our audited consolidated financial
statements included elsewhere in this Prospectus.
Other Income (Expenses), net
Other income increased by 532.4%, or ₱140.9 million, from other expenses, net of ₱26.5 million for the six months
ended June 30, 2019 to other income, net of ₱114.4 million (U.S.$2.3 million) for the six months ended June 30,
2020. For the six months June 30, 2020, other income, net primarily related to net foreign exchange gain on the
strengthening of the Philippine Peso against the US Dollar, as well as income from interest.
Profit from Operations
Profit from operations increased by 86.5%, or ₱994.6 million, from ₱1,150.0 million for the six months ended
June 30, 2019 to ₱2,144.6 million (U.S.$43.0 million) for the six months ended June 30, 2020 for the reasons
described above, in particular the increase in gross profit, partially offset by the increases in general and
administrative expenses and provision for impairment of trade and other receivables.
Finance Costs
Finance costs increased by 154.1%, or ₱210.6 million, from ₱136.7 million for the six months ended June 30,
2019 to ₱347.3 million (U.S.$7.0 million) for the six months ended June 30, 2020 as we drew down a long-term
loan throughout the period as an additional source of financing for the expansion of our fiber network and to
maintain and service a larger network and subscriber base.
Profit Before Income Tax
Profit before income tax increased by 77.4%, or ₱784.1, from ₱1,013.3 million for the six months ended June 30,
2019 to ₱1,797.3 million (U.S.$36.1 million) for the six months ended June 30, 2020 for the reasons described
above, in particular the 86.5%, or ₱994.6 million, increase in profit from operations in 2020, which was partially
offset by higher debt servicing costs.
Income Tax Expense
Income tax expense increased by 185.7%, or ₱350.1 million, from ₱188.5 million for the six months ended June
30, 2019 to ₱538.6 million (U.S.$10.8 million) for the six months ended June 30, 2020 due to the increase in
profit before income tax described above. Our effective tax rate, which is our income tax expenses as a percentage
of profit before income tax, was 18.6% for the six months ended June 30, 2019 compared to 30.0% for the six
months ended June 30, 2020. Our effective tax rate increased due to an increase in current tax expense as a result
of an increase in profit from before income tax.
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Profit for the Period
For the reasons discussed above, profit for the period increased by 52.6%, or ₱434.0 million, from ₱824.7 million
for the six months ended June 30, 2019 to ₱1,258.7 million (U.S.$25.2 million) for the six months ended June 30,
2020.
Remeasurement (loss) gain on retirement benefit obligation, net of tax
Remeasurement gain on retirement benefit obligation, net of tax decreased by 171.7%, or ₱46.6 million, from a
gain of ₱27.1 million for the six months ended June 30, 2019 to a loss of ₱19.4 million (U.S.$0.4 million) for the
six months ended June 30, 2020 after evaluation of the carrying amounts of such obligations.
Total comprehensive income for the period
Total comprehensive income for the period increased by 45.5%, or ₱387.4 million, from ₱851.8 million for the
six months ended June 30, 2019 to ₱1,239.3 million (U.S.$24.9 million) for the six months ended June 30, 2020.
Year ended December 31, 2019 compared to year ended December 31, 2018
Revenues
Revenues increased by 80.8%, or ₱4,084.9 million, from ₱5,054.6 million for the year ended December 31, 2018
to ₱9,139.5 million (U.S.$183.3 million) for the year ended December 31, 2019 due to increases in revenue from
our Residential and Enterprise Businesses.
Residential Business revenue increased by 101.7%, or ₱3,203.2 million, from ₱3,150.7 million for the year ended
December 31, 2018 to ₱6,353.9 million (U.S.$127.5 million) for the year ended December 31, 2019 primarily due
to an increase in residential subscribers of 100.0%, or 264,764 subscribers, from 264,865 subscribers as of
December 31, 2018 to 529,629 subscribers as of December 31, 2019. FTTH subscribers increased by 178.6%, or
211,959 subscribers, from 118,662 FTTH subscribers as of December 31, 2018 to 330,621 FTTH subscribers as
of December 31, 2019. HFC subscribers increased by 36.1%, or 52,805 subscribers, from 146,203 HFC
subscribers as of December 31, 2018 to 199,008 HFC subscribers as of December 31, 2019. The residential
subscriber increase was driven by our ability to expand our network to new areas and deepen our presence in
existing areas, increasing our ports from 1,050,927 as of December 31, 2018 to 2,009,771 as of December 31,
2019 and attract new subscribers to take-up available ports and increase port utilization across our network.
Enterprise Business revenue increased by 46.3%, or ₱881.7 million, from ₱1,903.9 million for the year ended
December 31, 2018 to ₱2,785.6 million (U.S.$55.9 million) for the year ended December 31, 2019 primarily due
to increases in unique customers and ARPU. Unique enterprise customers increased by 54.2%, or 3,544 customers,
from 6,539 customers as of December 31, 2018 to 10,083 customers as of December 31, 2019. Monthly ARPU
increased by 10.5% or ₱2,605, from ₱24,857 for 2018 to ₱27,462 for 2019.
Cost of Services
Cost of services increased by 90.7%, or ₱2,112.2 million, from ₱2,328.5 million for the year ended December 31,
2018 to ₱4,440.7 million (U.S.$89.1 million) for the year ended December 31, 2019. The increase was primarily
attributable to increases in network materials and supplies used, depreciation and amortization costs, bandwidth
and leased line cost, amortization of deferred contract cost and service fees.
Depreciation and amortization costs increased by 62.5%, or ₱589.2 million, from ₱942.6 million for the year
ended December 31, 2018 to ₱1,531.8 million (U.S.$30.7 million) for the year ended December 31, 2019 primarily
due to the expansion of our fiber network as well as the adoption of PFRS 16 with retrospective effect from
January 1, 2019.
Bandwidth and leased line costs increased by 45.4%, or ₱258.9 million, from ₱570.1 million for the year ended
December 31, 2018 to ₱829.0 million (U.S.$16.6 million) for the year ended December 31, 2019 due to the
purchase of additional bandwidth capacity from local and international carriers. Bandwidth and leased line costs
as percentage of our total revenues decreased from 11.3% for the year ended December 31, 2018 to 9.1% for the
year ended December 31, 2019 highlighting our increased operating leverage as we grow our number of
subscribers and expand our network.
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Network materials and supplies used increased by 441.3%, or ₱649.2 million, from ₱147.1 million for the year
ended December 31, 2018 to ₱796.3 million (U.S.$16.0 million) for the year ended December 31, 2019. Costs of
network materials and supplies for 2019 includes one-time adjustments to the inventory count and average cost
for network materials. Excluding such one-time adjustments, cost of network materials and supplies for 2019
would have represented 6.4% of revenue in 2019 as compared to 2.9% of revenue in 2018.
Amortization of deferred contract cost increased by 175.3%, or ₱226.3 million, from ₱129.1 million for the year
ended December 31, 2018 to ₱355.4 million (U.S.$7.1 million) for the year ended December 31, 2019 reflecting
subscriber acquisition costs to expand our residential subscriber base and installation costs as a result of the
subscriber base increase.
Service fees increased by 45.6%, or ₱107.8 million, from ₱236.4 million for the year ended December 31, 2018
to ₱344.2 million (U.S.$6.9 million) for the year ended December 31, 2019 due to an increase in bundled
broadband packages sold to HFC subscribers.
Personnel costs increased by 34.4%, or ₱58.6 million, from ₱170.5 million for the year ended December 31, 2018
to ₱229.1 million (U.S.$4.6 million) for the year ended December 31, 2019 primarily due to an increase in
headcount in line with expansion and maintenance of a larger network and customer base. Personnel costs as a
percentage of revenue decreased from 3.4% in 2018 to 2.5% in 2019 as we leveraged past investments in personnel
as our network and operations continued to grow.
Gross Profit
Gross profit increased by 72.4%, or ₱1,972.7 million, from ₱2,726.1 million for the year ended December 31,
2018 to ₱4,698.8 million (U.S.$94.3 million) for the year ended December 31, 2019. Gross margin decreased
from 53.9% in 2018 to 51.4% in 2019. The decrease in gross margin was primarily due to the increase in cost of
services as described above.
General and Administrative Expenses
General and administrative expenses increased by 55.0%, or ₱502.1 million, from ₱912.7 million for the year
ended December 31, 2018 to ₱1,414.8 million (U.S.$28.4 million) for the year ended December 31, 2019. The
increase was primarily attributable to increases in expenses related to personnel costs, depreciation and
amortization expenses, commission expense and professional fees, partially offset by a decrease in rent expense.
Personnel costs increased by 50.8%, or ₱175.1 million, from ₱344.7 million for the year ended December 31,
2018 to ₱519.8 million (U.S.$10.4 million) for the year ended December 31, 2019 due to an increase in headcount
during the year as we made key hires to support our business as it increased in scale.
Depreciation and amortization expenses increased by 299.1%, or ₱100.8 million, from ₱33.7 million for the year
ended December 31, 2018 to ₱134.5 million (U.S.$2.7 million) for the year ended December 31, 2019 primarily
due to the expansion of our fiber network and an increase in customer premises equipment driven by the growth
in our subscribers. As a result of the introduction of PFRS 16, depreciation and amortization expenses for the year
ended December 31, 2019 includes amortization expenses on right-of-use assets, such as office space, warehouses
and transportation equipment.
Commission expense increased by 487.8%, or ₱67.8 million, from ₱13.9 million for the year ended December
31, 2018 to ₱81.7 million (U.S.$1.6 million) for the year ended December 31, 2019 primarily due to an increase
in our sales force during the year and more of our sales force achieving their sales targets.
Professional fees increased by 225.1%, or ₱61.9 million, from ₱27.5 million for the year ended December 31,
2018 to ₱89.4 million (U.S.$1.8 million) for the year ended December 31, 2019 primarily due to the fees paid to
financial, tax and legal advisors in connection with our 2019 reorganization exercise.
Rent expense decreased by 85%, or ₱76.2 million, from ₱89.6 million for the year ended December 31, 2018 to
₱13.4 million (U.S.$0.3 million) for the year ended December 31, 2019 due to the introduction of PFRS 16,
Leases, on January 1, 2019, under which rent payable is capitalized and recognized on a straight-line basis over
the lease term.
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Provision for Impairment of Trade and Other Receivables
Provision for impairment of trade and other receivables increased by 324.2%, or ₱405.0 million, from ₱124.9
million for the year ended December 31, 2018 to ₱529.9 million (U.S.$10.6 million) for the year ended December
31, 2019 as we adopted a more conservative approach in assessing our expected credit losses and our subscriber
base increased. We expect to continue this approach going forward. For more information, see Notes 3 and 23.3
to our audited consolidated financial statements included elsewhere in this Prospectus.
Other Income (Expenses), net
Other income decreased by 64.1%, or ₱32.8 million, from ₱51.1 million for the year ended December 31, 2018
to ₱18.3 million (U.S.$0.4 million) for the year ended December 31, 2019. For the year ended December 31, 2019,
other income primarily related to net foreign exchange gain on the strengthening of the Philippine Peso against
the US Dollar, as well as gains on the sale of network materials to related parties and commensurate services fees
from related parties (in connection with, among other things, a marketing service arrangement with our pay TV
affiliates), partially offset by a loss on disposal of financial asset at fair value through profit or loss related to a
minority interest in an entity.
Profit from Operations
Profit from operations increased by 59.4%, or ₱1,032.7 million, from ₱1,739.7 million for the year ended
December 31, 2018 to ₱2,772.3 million (U.S.$55.6 million) for the year ended December 31, 2019 for the reasons
described above, in particular the 72.4%, or ₱1,972.7 million increase in gross profit, partially offset by the 55.0%,
or ₱502.1 million, increase in general and administrative expenses and 324.2%, or ₱405.0 million, increase in
provision for impairment of trade and other receivables.
Finance Costs
Finance costs increased by 289.8%, or ₱204.5 million, from ₱70.6 million for the year ended December 31, 2018
to ₱275.1 million (U.S.$5.5 million) for the year ended December 31, 2019 as we drew down a long-term loan
throughout the year as an additional source of financing for the expansion of our fiber network and to maintain
and service a larger network and subscriber base. Finance costs in 2019 also reflect the adoption of PFRS 16 with
retrospective effect from January 1, 2019.
Profit Before Income Tax
Profit before income tax increased by 49.6%, or ₱828.2 million, from ₱1,669.1 million for the year ended
December 31, 2018 to ₱2,497.3 million (U.S.$50.1 million) for the year ended December 31, 2019 for the reasons
described above, in particular the 59.4%, or ₱1,032.7 million, increase in profit from operations in 2019, which
was partially offset by higher debt servicing costs.
Income Tax Expense
Income tax expense increased by 38.6%, or ₱165.0 million, from ₱427.5 million for the year ended December 31,
2018 to ₱592.5 million (U.S.$11.9 million) for the year ended December 31, 2019 due to the increase in profit
before income tax described above. Our effective tax rate, which is our income tax expenses as a percentage of
profit before income tax, was 23.7% for the year ended December 31, 2019 compared to 25.6% for the year ended
December 31, 2018. Our effective tax rate decreased due to an increase in deferred income tax expense as a result
of our election of the optional standard deduction and an increase in provision for impairment of trade and other
receivables.
Profit for the Year
For the reasons discussed above, profit for the year increased by 53.4%, or ₱663.1 million, from ₱1,241.6 million
for the year ended December 31, 2018 to ₱1,904.7 million (U.S.$38.2 million) for the year ended December 31,
2019.
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Remeasurement gain on retirement benefit obligation, net of tax
Remeasurement gain on retirement benefit obligation, net of tax increased by 431.8%, or ₱36.7 million, from ₱8.5
million for the year ended December 31, 2018 to ₱45.2 million (U.S.$0.9 million) for the year ended December
31, 2019 after evaluation of the carrying amounts of such obligations.
Total comprehensive income for the year
Total comprehensive income for the year increased by 56.0%, or ₱699.8 million, from ₱1,250.1 million for the
year ended December 31, 2018 to ₱1,949.9 million (U.S.$39.1 million) for the year ended December 31, 2019.
Year ended December 31, 2018 compared to year ended December 31, 2017
Revenues
Revenues increased by 71.9%, or ₱2,114.4 million, from ₱2,940.2 million for the year ended December 31, 2017
to ₱5,054.6 million for the year ended December 31, 2018 primarily due to an increase in revenue from our
Residential Business.
Residential Business revenue increased by 107.4%, or ₱1,631.2 million, from ₱1,519.5 million for the year ended
December 31, 2017 to ₱3,150.7 million for the year ended December 31, 2018 primarily due to an increase in
residential subscribers of 107.8%, or 137,373 subscribers, from 127,492 subscribers as of December 31, 2017 to
264,865 subscribers as of December 31, 2018. FTTH subscribers increased by 378.0%, or 93,839 subscribers,
from 24,823 FTTH subscribers as of December 31, 2017 to 118,662 FTTH subscribers as of December 31, 2018.
HFC subscribers increased by 42.4%, or 43,534 subscribers, from 102,669 HFC subscribers as of December 31,
2017 to 146,203 HFC subscribers as of December 31, 2018. The residential subscriber increase was driven by our
ability to (a) expand our network to new areas and deepen our presence in existing areas, increasing our ports
from 613,084 as of December 31, 2017 to 1,050,927 as of December 31, 2018 and (b) attract new subscribers to
take-up available ports and increase port utilization across our network.
Enterprise Business revenue increased by 34.0%, or ₱483.2 million, from ₱1,420.7 million for the year ended
December 31, 2017 to ₱1,903.9 million for the year ended December 31, 2018, due to increases in unique
customers and ARPU. Unique enterprise customers increased by 8.2%, or 496 customers, from 6,043 customers
as of December 31, 2017 to 6,539 customers as of December 31, 2018. Monthly ARPU increased by 11.4% or
₱2,538, from ₱22,319 for 2017 to ₱24,857 for 2018.
Cost of Services
Cost of services increased by 121.8%, or ₱1,278.6 million, from ₱1,049.9 million for the year ended December
31, 2017 to ₱2,328.5 million for the year ended December 31, 2018. The increase was primarily attributable to
increases in depreciation and amortization costs, bandwidth and leased line costs and service fees.
Depreciation and amortization costs increased by 146.3%, or ₱559.9 million, from ₱382.7 million for the year
ended December 31, 2017 to ₱942.6 million for the year ended December 31, 2018 primarily due to the expansion
of our fiber network.
Bandwidth and leased line costs increased by 179.1%, or ₱365.8 million, from ₱204.3 million for the year ended
December 31, 2017 to ₱570.1 million for the year ended December 31, 2018 primarily due to the expansion of
our residential subscriber base.
Network materials and supplies used increased by 50.7%, or ₱49.5 million, from ₱97.6 million for the year ended
December 31, 2017 to ₱147.1 million for the year ended December 31, 2018 primarily due to the expansion of
our residential subscriber base.
Amortization of deferred contract cost increased by 198.2%, or ₱85.8 million, from ₱43.3 million for the year
ended December 31, 2017 to ₱129.1 million for the year ended December 31, 2018 reflecting subscriber
acquisition costs to expand our residential subscriber base and installation costs as a result of the subscriber base
increase.
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Service fees increased by 146.0%, or ₱140.3 million, from ₱96.1 million for the year ended December 31, 2017
to ₱236.4 million for the year ended December 31, 2018 primarily due to an increase in bundled broadband
packages sold to HFC subscribers.
Personnel costs increased by 85.9%, or ₱78.8 million, from ₱91.7 million for the year ended December 31, 2017
to ₱170.5 million for the year ended December 31, 2018 primarily due to an increase in headcount in line with
expansion and maintenance of a larger network and customer base.
Gross Profit
Gross profit increased by 44.2%, or ₱835.8 million, from ₱1,890.3 million for the year ended December 31, 2017
to ₱2,726.1 million for the year ended December 31, 2018. Gross margin decreased from 64.3% in 2017 to 53.9%
for 2018. The decrease in gross margin was primarily due to the increase in cost of services described above, in
particular the increase in depreciation of fiber network associated with the continued expansion of our network.
General and Administrative Expenses
General and administrative expenses increased by 106.5%, or ₱470.8 million, from ₱441.9 million for the year
ended December 31, 2017 to ₱912.7 million for the year ended December 31, 2018. The increase was primarily
attributable to increases in expenses related to personnel costs, rent, meals and transportation, outside services and
miscellaneous expenses.
Personnel costs increased by 81.1%, or ₱154.4 million, from ₱190.3 million for the year ended December 31,
2017 to ₱344.7 million for the year ended December 31, 2018 due to an increase in headcount during the year to
support the growth of our business.
Rent expenses increased by 729.6%, or ₱78.8 million, from ₱10.8 million for the year ended December 31, 2017
to ₱89.6 million for the year ended December 31, 2018 as we entered into new contracts for warehouse and office
space to support the expansion of our business.
Meals and transportation expenses increased by 187.1%, or ₱43.6 million, from ₱23.3 million for the year ended
December 31, 2017 to ₱66.9 million for the year ended December 31, 2018 primarily due to an increase in
headcount during the year.
Outside services expenses increased by 157.0%, or ₱39.1 million, from ₱24.9 million for the year ended December
31, 2017 to ₱64.0 million for the year ended December 31, 2018 primarily due to an increase in janitorial and
security expenses.
Provision for Impairment of Trade and Other Receivables
Provision for impairment of trade and other receivables increased by 61.0%, or ₱47.3 million, from ₱77.6 million
for the year ended December 31, 2017 to ₱124.9 million for the year ended December 31, 2018 as we adopted a
more conservative approach in assessing our expected credit losses and our subscriber base increased.
Other Income (Loss), Net
We had other income of ₱51.1 million for the year ended December 31, 2018 compared to other loss of ₱72.2
million for the year ended December 31, 2017. Other loss in 2017 related to the disposal of property and equipment
at a loss. Other income in 2018 was primarily attributable to gains on the sale of network materials to related
parties and commensurate services fees from related parties (in connection with, among other things, a marketing
service arrangement with our pay TV affiliates).
Profit from Operations
Profit from operations increased by 34.0%, or ₱441.1 million, from ₱1,298.6 million for the year ended December
31, 2017 to ₱1,739.7 million for the year ended December 31, 2018 for the reasons described above, in particular
the 44.2%, or ₱835.8 million, increase in gross profit, partially offset by the 106.5%, or ₱470.8 million, increase
in general and administrative expenses.

108

Finance Costs
Finance costs increased by 530.4%, or ₱59.4 million, from ₱11.2 million for the year ended December 31, 2017
to ₱70.6 million for the year ended December 31, 2018 as we drew down long-term loans throughout the year as
an additional source of financing for the expansion of our network and to maintain and service a larger network
and subscriber base.
Profit Before Income Tax
Profit before income tax increased by 29.6%, or ₱381.7 million, from ₱1,287.4 million for the year ended
December 31, 2017 to ₱1,669.1 million for the year ended December 31, 2018 for the reasons described above,
in particular the 34.0%, or ₱441.1 million, increase in profit from operations in 2018 compared to 2017, which
was partially offset by higher debt servicing costs.
Income Tax Expense
Income tax expense increased by 651.3%, or ₱370.6 million, from ₱56.9 million for the year ended December 31,
2017 to ₱427.5 million for the year ended December 31, 2018 due to higher taxable profits and the cessation of
an income tax holiday that was applicable in both 2016 and 2017. Our effective tax rate was 25.6% for the year
ended December 31, 2018 compared to 4.4% for the year ended December 31, 2017.
Profit for the Year
For the reasons discussed above, profit for the year increased by 0.9%, or ₱11.1 million, from ₱1,230.5 million
for the year ended December 31, 2017 to ₱1,241.6 million for the year ended December 31, 2018.
Remeasurement gain on retirement benefit obligation, net of tax
Remeasurement gain on retirement benefit obligation, net of tax increased by 431.3%, or ₱6.9 million, from ₱1.6
million for the year ended December 31, 2017 to ₱8.5 million for the year ended December 31, 2018.
Total comprehensive income for the year
Total comprehensive income for the year increased by 1.5%, or ₱18.0 million, from ₱1,232.1 million for the year
ended December 31, 2017 to ₱1,250.1 million for the year ended December 31, 2018.
Year ended December 31, 2017 compared to year ended December 31, 2016
Revenues
Revenues increased by 55.2%, or ₱1,046.2 million, from ₱1,894.0 million for the year ended December 31, 2016
to ₱2,940.2 million for the year ended December 31, 2017 primarily due to an increase in revenue from our
Residential Business.
Residential Business revenue increased by 76.4%, or ₱658.0 million, from ₱861.5 million for the year ended
December 31, 2016 to ₱1,519.5 million for the year ended December 31, 2017 primarily due to an increase in
residential subscribers of 73.1%, or 53,859 subscribers, from 73,633 subscribers as of December 31, 2016 to
127,492 subscribers as of December 31, 2017. FTTH subscribers increased by 300.0%, or 18,617 subscribers,
from 6,206 FTTH subscribers as of December 31, 2016 to 24,823 FTTH subscribers as of December 31, 2017.
HFC subscribers increased by 52.3%, or 35,242 subscribers, from 67,427 HFC subscribers as of December 31,
2016 to 102,669 HFC subscribers as of December 31, 2017. The residential subscriber increase was driven by our
ability to expand our network to new areas and deepen our presence in existing areas, increasing our ports from
458,685 as of December 31, 2016 to 613,084 as of December 31, 2017 and attract new subscribers to take-up
available ports and increase port utilization across our network.
Enterprise Business revenue increased by 37.6%, or ₱388.2 million, from ₱1,032.5 million for the year ended
December 31, 2016 to ₱1,420.7 million for the year ended December 31, 2017, due to increases in unique
customers. Unique enterprise customers increased by 40.8%, or 1,751 customers, from 4,292 customers as of
December 31, 2016 to 6,043 customers as of December 31, 2017.
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Cost of Services
Cost of services increased by 60.4%, or ₱395.2 million, from ₱654.7 million for the year ended December 31,
2016 to ₱1,049.9 million for the year ended December 31, 2017. The increase was primarily attributable to
increases in depreciation and amortization costs, service fees and network materials and supplied used.
Depreciation and amortization costs increased by 59.3%, or ₱142.4 million, from ₱240.3 million for the year
ended December 31, 2016 to ₱382.7 million for the year ended December 31, 2017 primarily due to the expansion
of our fiber network.
Bandwidth and leased line costs increased by 24.5%, or ₱40.2 million, from ₱164.1 million for the year ended
December 31, 2016 to ₱204.3 million for the year ended December 31, 2017 primarily due to the expansion of
our residential subscriber base.
Network materials and supplies used increased by 120.3%, or ₱53.3 million, from ₱44.3 million for the year ended
December 31, 2016 to ₱97.6 million for the year ended December 31, 2017 primarily due to the expansion of our
residential subscriber base.
Amortization of deferred contract cost increased by 12.2%, or ₱4.7 million, from ₱38.6 million for the year ended
December 31, 2016 to ₱43.3 million for the year ended December 31, 2017 reflecting subscriber acquisition costs
to expand our residential subscriber base and installation costs as a result of the subscriber base increase.
Service fees increased by 572.0%, or ₱81.8 million, from ₱14.3 million for the year ended December 31, 2016 to
₱96.1 million for the year ended December 31, 2017 primarily due to an increase in bundled broadband packages
sold to HFC subscribers.
Personnel costs increased by 105.1%, or ₱47.0 million, from ₱44.7 million for the year ended December 31, 2016
to ₱91.7 million for the year ended December 31, 2017 primarily due to an increase in headcount in line with
expansion and maintenance of a larger network and customer base.
Gross Profit
Gross profit increased by 52.5%, or ₱651.1 million, from ₱1,239.2 million for the year ended December 31, 2016
to ₱1,890.3 million for the year ended December 31, 2017 as a result of the increase in revenues described above.
Gross margin slightly decreased from 65.4% in 2016 to 64.3% in 2017.
General and Administrative Expenses
General and administrative expenses increased by 58.0%, or ₱162.2 million, from ₱279.7 million for the year
ended December 31, 2016 to ₱441.9 million for the year ended December 31, 2017. The increase was primarily
attributable to increases in expenses related to personnel costs and meals and transportation.
Personnel costs increased by 78.2%, or ₱83.5 million, from ₱106.8 million for the year ended December 31, 2016
to ₱190.3 million for the year ended December 31, 2017 primarily due to an increase in headcount during the year
to support the growth of our business.
Meals and transportation expenses increased by 1,564.3%, or ₱21.9 million, from ₱1.4 million for the year ended
December 31, 2016 to ₱23.3 million for the year ended December 31, 2017 primarily due to an increase in
headcount during the year.
Provision for Impairment of Trade and Other Receivables
Provision for impairment of trade and other receivables decreased by 4.1%, or ₱3.3 million, from ₱80.9 million
for the year ended December 31, 2016 to ₱77.6 million for the year ended December 31, 2017 primarily due to a
lower amount of trade receivables that were deemed to be at risk or non-recoverable.
Other Loss, Net
Other loss decreased by 75.4%, or ₱221.0 million, from ₱293.2 million for the year ended December 31, 2016 to
₱72.2 million for the year ended December 31, 2017. Other loss was higher in 2016 primarily due to the disposal
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and retirement of property and equipment and disposal of network materials and supplies during 2016, as well as
losses of network materials related to a warehouse fire. Other loss in 2017 related to the disposal of property and
equipment at a loss.
Profit from Operations
Profit from operations increased by 121.8%, or ₱713.1 million, from ₱585.5 million for the year ended December
31, 2016 to ₱1,298.6 million for the year ended December 31, 2017 for the reasons described above, in particular
the 52.5%, or ₱651.1 million, increase in gross profit and 75.4%, or ₱221 million, decrease in other loss, partially
offset by a 58.0%, or ₱162.2 million, increase in general and administrative expenses.
Finance Costs
Finance costs increased by 133.3%, or ₱6.4 million, from ₱4.8 million for the year ended December 31, 2016 to
₱11.2 million for the year ended December 31, 2017 as we as down long-term loans throughout the year as an
additional source of financing for the expansion of our network and to operate our network.
Profit Before Income Tax
Profit before income tax increased by 121.7%, or ₱706.7 million, from ₱580.7 million for the year ended
December 31, 2016 to ₱1,287.4 million for the year ended December 31, 2017 for the reasons described above,
in particular the 121.8%, or ₱713.1 million, increase in profit from operations in 2017.
Income Tax Expense
Income tax expense increased by 803.2%, or ₱50.6 million, from ₱6.3 million for the year ended December 31,
2016 to ₱56.9 million for the year ended December 31, 2017 due to the increase in profit before income tax
described above. Our effective tax rate was 4.4% for the year ended December 31, 2017 compared to 1.1% for
the year ended December 31, 2016.
Profit for the Year
For the reasons discussed above, profit for the year increased by 114.2%, or ₱656.1 million, from ₱574.4 million
for the year ended December 31, 2016 to ₱1,230.5 million for the year ended December 31, 2017.
Remeasurement gain on retirement benefit obligation, net of tax
Remeasurement gain on retirement benefit obligation, net of tax was ₱1.6 million for the year ended December
31, 2017 and nil for the year ended December 31, 2016.
Total comprehensive income for the year
Total comprehensive income for the year increased by 114.5%, or ₱657.7 million, from ₱574.4 million for the
year ended December 31, 2016 to ₱1,232.1 million for the year ended December 31, 2017.
STATEMENT OF FINANCIAL POSITION
As of June 30, 2020 compared to December 31, 2019
Total Assets
Total assets as of June 30, 2020 stood at ₱41,381.5 million (U.S.$830.1 million), an increase of 32.8%, or
₱10,222.0 million, compared to ₱31,159.5 million as of December 31, 2019. This increase was due to the
following:
•

Cash and cash equivalents increased by 44.1%, or ₱2,479.0 million, to ₱8,982.1 million (U.S.$180.2
million) as of June 30, 2020 from ₱6,233.0 million as of December 31, 2019 primarily due to an increase
in cash generated from operations, partially offset by an increase in capital expenditures to expand our
network.
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Trade and other receivables, net increased by 24.4%, or ₱513.7 million, to ₱2,619.2 million (U.S.$52.5
million) as of June 30, 2020 from ₱2,105.5 million as of December 31, 2019 primarily due to the growth
of our subscriber base.
Amounts due from related parties (current) increased by 8.1%, or ₱47.8 million, to ₱634.4 million
(U.S.$12.7 million) as of June 30, 2020 from ₱586.6 million as of December 31, 2019 primarily due to
higher income generated on marketing service arrangement with our pay TV affiliates. Amounts due
from related parties (net of current portion) was ₱445.4 million (U.S.$8.9 million) as of June 30, 2020
and nil as of December 31, 2019. Amounts due from related parties (net of current portion) are primarily
related to the advances provided to and collections made on behalf of related parties, in each case which
are deemed to be collectible after one year, and the non-current portion of finance lease receivables.
Network materials and supplies increased by 20.7%, or ₱272.3 million, to ₱1,586.2 million (U.S.$31.8
million) as of June 30, 2020 from ₱1,313.9 million as of December 31, 2019 primarily due to higher
usage in line with the increase in our subscriber base.
Deferred contract costs (current) increased by 24.1%, or ₱118.1 million, to ₱607.6 million (U.S.$12.2
million) as of June 30, 2020 from ₱489.4 million as of December 31, 2019. Deferred contract costs (net
of current portion) increased by 0.1%, or ₱0.3 million, to ₱229.6 million (U.S.$4.6 million) as of June
30, 2020 from ₱229.3 million as of December 31, 2019. The increases were primarily due to increased
subscriber acquisition and installation activities commensurate with the growth of our subscriber base.
Other current assets increased by 56.1%, or ₱266.7 million, to ₱742.2 million (U.S.$14.9 million) as of
June 30, 2020 from ₱475.5 million as of December 31, 2019 primarily due to an increase in current
portion of deferred input VAT and advances to fixed assets suppliers.
Property, plant and equipment, net increased by 30.1%, or ₱4,684.9 million, to ₱20,274.2 million
(U.S.$406.7 million) as of June 30, 2020 from ₱15,589.4 million as of December 31, 2019 primarily due
to additions of external and internal facilities, office equipment and furniture, transportation equipment
and leasehold improvements, heavy equipment and tools.
Advances to fixed assets suppliers increased by 16.2%, or ₱196.5 million, to ₱1,410.4 million (U.S.$28.3
million) as of June 30, 2020 compared to ₱1,213.9 million as of December 31, 2019 primarily due to
prepayments to subcontractors.
Right-of-use assets, net increased by 0.7%, or ₱11.5 million, to ₱1,650.0 million (U.S.$33.1 million) as
of June 30, 2020 from ₱1,638.4 million as of December 31, 2019 primarily due to office and warehouse
spaces added during the period.
Intangible assets, net increased by 33.7%, or ₱225.8 million, to ₱895.7 million (U.S.$18.0 million) as of
June 30, 2020 from ₱669.9 million as of December 31, 2019 primarily due to additional software and
licenses in use by our network and operations team.
Deferred input VAT (net of current portion) increased by 530.5%, or ₱400.5 million, to ₱475.9 million
(U.S.$9.5 million) as of June 30, 2020 from ₱75.5 million as of December 31, 2019 primarily due to
timing differences between the recognition and receipt of VAT.
Deferred income tax assets, net increased by 42.4%, or ₱228.5 million, to ₱767.7 million (U.S.$15.4
million) as of June 30, 2020 from ₱539.1 million as of December 31, 2019. The increase as of June 30,
2020 reflects a higher tax rate expected in 2020 for itemized deductions instead of the optional standard
deduction, as well as an increase in provision for accounts receivables that are tax deductible, driven by
a larger subscriber base.
Financial asset at fair value through profit or loss (FVTPL) was ₱61.0 million (U.S.$1.2 million) as of
June 30, 2020 and related to revaluation of the exchangeable bond that was issued in May 2020,
compared to nil as of December 31, 2019.

Total Liabilities
Total liabilities as of June 30, 2020 stood at ₱23,408.5 million (U.S.$469.6 million), an increase of 23.3%, or
₱4,416.8 million, compared to ₱18,991.7 million as of December 31, 2019. This increase was due to the following:
•
•

Trade and other payables increased by 29.3%, or ₱2,099.1 million, to ₱9,274.8 million (U.S.$186.1
million) as of June 30, 2020 from ₱7,175.6 million as of December 31, 2019. The increase primarily
related to an increase in purchases to support the growth of the business.
Loans payable (net of current portion) increased by 46.1%, or ₱3,156.3 million, to ₱10,007.9 million
(U.S.$200.8 million) as of June 30, 2020 from ₱6,851.6 million as of December 31, 2019 due to the
drawdown of our loan facility during the period. Loans payable (current) decreased by 54.3%, or ₱596.7
million, to ₱501.6 million (U.S.$10.1 million) as of June 30, 2020 from ₱1,098.3 million as of December
31, 2019 as short-term loans were repaid during the period.
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Deferred revenue (current) increased by 38.5%, or ₱76.8 million, to ₱276.2 million (U.S.$5.5 million)
as of June 30, 2020 from ₱199.5 million as of December 31, 2019. Deferred revenue (net of current
portion) increased by 38.5%, or ₱31.6 million, to ₱113.5 million (U.S.$2.3 million) as of June 30, 2020
from ₱82.0 million as of December 31, 2019. The increases were primarily due to increased deferred
installation revenues commensurate with the growth of our subscriber base.
Income taxes payable increased by 8.0%, or ₱28.7 million, to ₱386.2 million (U.S.$7.7 million) as of
June 30, 2020 from ₱357.6 million as of December 31, 2019 primarily due to higher taxable profit for
the period.
Subscribers’ deposits (net of current portion) increased by 42.9%, or ₱211.1 million, to ₱702.9 million
(U.S.$14.1 million) as of June 30, 2020 from ₱491.8 million as of December 31, 2019 commensurate
with the growth of our subscriber base.
Retirement benefit obligation increased by 107.4%, or ₱33.2 million, to ₱64.1 million (U.S.$1.3 million)
as of June 30, 2020 from ₱30.9 million as of December 31, 2019 due to increase in employee headcount
and macroeconomic factors used in actuarial valuation performed.

The increase in total liabilities was partially offset by:
•
•
•

Lease liabilities (current) decreased by 7%, or ₱24.8 million, to ₱330.3 million (U.S.$6.6 million) as of
June 30, 2020 from ₱355.1 million as of December 31, 2019 primarily due to amortization and no
additional lease entered into during the period.
Dividends payable decreased by 76.5%, or ₱617.7 million, to ₱190.0 million (U.S.$3.8 million) as of
June 30, 2020 from ₱807.7 million as of December 31, 2019. Dividends were declared in 2019 as part
of Warburg Pincus’ investment into our Company.
Amounts due to related parties decreased by 12.8%, or ₱21.4 million, to ₱145.5 million (U.S.$2.9
million) as of June 30, 2020 from ₱166.8 million as of December 31, 2019 as there were more settlements
during the period.

As of December 31, 2019 Compared to December 31, 2018
Total Assets
Total assets as of December 31, 2019 stood at ₱31,159.5 million (U.S.$625.1 million), an increase of 146.2%, or
₱18,503.4 million, compared to ₱12,656.1 million as of December 31, 2018. This increase was due to the
following:
•
•
•
•

•
•

•

Cash and cash equivalents increased by 1,207.5%, or ₱5,756.3 million, to ₱6,233.0 million as of
December 31, 2019 from ₱476.7 million as of December 31, 2018 primarily due Warburg Pincus’
investment into our Company and the drawdown of our term loans.
Trade and other receivables, net increased by 129.3%, or ₱1,187.1 million, to ₱2,105.5 million as of
December 31, 2019 from ₱918.4 million as of December 31, 2018 primarily due to the growth of our
subscriber base.
Amounts due from related parties increased by 23.7%, or ₱112.2 million, to ₱586.6 million as of
December 31, 2019 from ₱474.4 million as of December 31, 2018 primarily due higher income generated
on marketing service arrangement with our pay TV affiliates.
Deferred contract costs (current) increased by 177.0%, or ₱312.7 million, to ₱489.4 million as of
December 31, 2019 from ₱176.7 million as of December 31, 2018. Deferred contract costs (net of current
portion) increased by 185.6%, or ₱149.0 million, to ₱229.3 million as of December 31, 2019 from ₱80.3
million as of December 31, 2018. The increases were primarily due to increased subscriber acquisition
and installation activities commensurate with the growth of our subscriber base.
Other current assets increased by 235.8%, or ₱333.9 million, to ₱475.5 million as of December 31, 2019
from ₱141.6 million as of December 31, 2018 primarily due to increases in advances and prepayments
to suppliers and value-added taxes related to our capital expenditures for our fiber network expansion.
Property, plant and equipment, net increased by 97.6%, or ₱7,698.4 million, to ₱15,589.4 million as of
December 31, 2019 from ₱7,891.0 million as of December 31, 2018 primarily due to additions of external
and internal facilities, office equipment and furniture, transportation equipment and leasehold
improvements, heavy equipment and tools.
Advances to fixed assets suppliers increased by 261.0%, or ₱877.6 million, to ₱1,213.9 million as of
December 31, 2019 compared to ₱336.3 million as of December 31, 2018 primarily due to prepayments
to subcontractors.
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Right-of-use assets, net were ₱1,638.4 million as of December 31, 2019. We did not have right-of-use
assets in prior years because we first adopted PFRS 16, Leases in 2019.
Intangible assets, net increased by 24.7%, or ₱132.6 million, to ₱669.9 million as of December 31, 2019
from ₱537.3 million as of December 31, 2018 primarily due to additional software and licenses in use
by our network and operations team.
Deferred income tax assets, net increased by 849.1%, or ₱482.3 million, to ₱539.1 million as of
December 31, 2019 from ₱56.8 million as of December 31, 2018. The increase in 2019 reflects a higher
tax rate expected in 2020 for itemized deductions instead of the optional standard deduction, as well as
an increase in provision for accounts receivables that are tax deductible, driven by a larger subscriber
base.

The increase in total assets was partially offset by:
•

•
•

Network materials and supplies decreased by 9.0%, or ₱129.2 million, to ₱1,313.9 million as of
December 31, 2019 from ₱1,443.1 million as of December 31, 2018 primarily due to higher usage in line
with the increase in our subscriber base, as well as improved inventory management and procurement
processes.
Deferred input VAT (net of current portion) decreased by 28.0%, or ₱29.4 million, to ₱75.5 million as
of December 31, 2019 from ₱104.9 million as of December 31, 2018 primarily due to timing differences
between the recognition and receipt of VAT.
Financial asset at fair value through profit or loss (FVTPL) was nil as of December 31, 2019 compared
to ₱18.7 million as of December 31, 2018 as the financial asset (a minority interest in an entity) was
disposed of in 2019.

Total Liabilities
Total liabilities as of December 31, 2019 stood at ₱18,991.7 million (U.S.$381.0 million), an increase of 136.0%,
or ₱10,944.1 million, compared to ₱8,047.6 million as of December 31, 2018. This increase was due to the
following:
•
•

•

•
•
•

Trade and other payables increased by 65.3%, or ₱2,833.5 million, to ₱7,175.6 million as of December
31, 2019 from ₱4,342.1 million as of December 31, 2018. The increase primarily related to an increase
in purchases to support the growth of the business.
Loans payable (net of current portion) increased by 469.4%, or ₱5,648.4 million, to ₱6,851.6 million as
of December 31, 2019 from ₱1,203.2 million as of December 31, 2018 due to the drawdown of our loan
facility in 2019. Loans payable (current) decreased by 27.8%, or ₱423.2 million, to ₱1,098.3 million as
of December 31, 2019 from ₱1,521.5 million as of December 31, 2018 as short-term loans were repaid
during the year.
Deferred revenue (current) increased by 89.6%, or ₱94.3 million, to ₱199.5 million as of December 31,
2019 from ₱105.2 million as of December 31, 2018. Deferred revenue (net of current portion) increased
by 74.1%, or ₱34.9 million, to ₱82.0 million as of December 31, 2019 from ₱47.1 million as of December
31, 2018. The increases were primarily due to increased deferred installation revenues commensurate
with the growth of our subscriber base.
Income taxes payable increased by 130.6%, or ₱202.5 million, to ₱357.6 million as of December 31,
2019 from ₱155.1 million as of December 31, 2018 primarily due to higher taxable profit for the year.
Dividends payable were ₱807.7 million as of December 31, 2019 compared to nil as of December 31,
2018. Dividends were declared in 2019 as part of Warburg Pincus’ investment into our Company and
paid in the first half of 2020.
Lease liabilities (current) were ₱355.1 million as of December 31, 2019. Lease liabilities (net of current
portion) were ₱1,374.9 million as of December 31, 2019. We did not have lease liabilities in prior years
because we first adopted PFRS 16, Leases in 2019.

The increase in total liabilities was partially offset by:
•

Amounts due to related parties decreased by 60.5%, or ₱255.8 million, to ₱166.8 million as of December
31, 2019 from ₱422.6 million as of December 31, 2018. Amounts due as of December 31, 2018 primarily
related to a one-time acquisition of 24,630 subscribers from our affiliates. The subscriber acquisition was
completed in 2018 and the consideration was fully paid in 2019.
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•

•

Finance lease obligations (current) were nil as of December 31, 2019 compared to ₱62.0 million as of
December 31, 2018. Finance lease obligations (net of current portion) were nil as of December 31, 2019
compared to ₱29.3 million as of December 31, 2018. In 2019, we reclassified car loans from finance
leases to lease liabilities in connection with the adoption of PFRS 16, Leases in 2019.
Retirement benefit obligation decreased by 52.4%, or ₱34.0 million, to ₱30.9 million as of December 31,
2019 from ₱64.9 million as of December 31, 2018 as we revised the basis of our computation by
computing withdrawal rate using our actual attrition rate instead of the country standard rate.

As of December 31, 2018 Compared to December 31, 2017
Total Assets
Total assets as of December 31, 2018 stood at ₱12,656.1 million, an increase of 151.4%, or ₱7,622.0 million,
compared to ₱5,034.1 million as of December 31, 2017. This increase was due to the following:
•
•
•
•

•

•
•

•
•
•
•
•

Cash and cash equivalents increased by 13.4%, or ₱56.2 million, to ₱476.7 million as of December 31,
2018 from ₱420.5 million as of December 31, 2017 primarily due to an increase in cash generated from
operations, partially offset by an increase in capital expenditures to expand our network.
Trade and other receivables, net increased by 94.7%, or ₱446.7 million, to ₱918.4 million as of December
31, 2018 from ₱471.7 million as of December 31, 2017 primarily due to the growth of our subscriber
base.
Amounts due from related parties increased by 1,497.3%, or ₱444.7 million, to ₱474.4 million as of
December 31, 2018 from ₱29.7 million as of December 31, 2017. The increase occurred as we
consolidated certain operations and provided internet services to our pay TV affiliates.
Network materials and supplies increased by 125.0%, or ₱801.6 million, to ₱1,443.1 million as of
December 31, 2018 from ₱641.5 million as of December 31, 2017 due to an increase in requirements for
installation materials, customer premise equipment and cable wires in line with increased gross
subscriber additions.
Deferred contract costs (current) increased by 171.4%, or ₱111.6 million, to ₱176.7 million as of
December 31, 2018 from ₱65.1 million as of December 31, 2017. Deferred contract costs (non-current)
increased by 143.3% or ₱47.3 million, to ₱80.3 million as of December 31, 2018 from ₱33.0 million as
of December 31, 2017. These increases were primarily due to increased subscriber acquisition and
installation activities commensurate with the growth of our subscriber base.
Other current assets increased by 324.0%, or ₱108.2 million, to ₱141.6 million as of December 31, 2018
from ₱33.4 million as of December 31, 2017 primarily due to increases in advances paid to suppliers.
Property, plant and equipment, net increased by 145.7%, or ₱4,678.8 million, to ₱7,891.0 million as of
December 31, 2018 from ₱3,212.2 million as of December 31, 2017 primarily due to additions of external
and internal facilities, office equipment and furniture, transportation equipment and leasehold
improvements, heavy equipment and tools.
Advances to fixed assets suppliers was ₱336.3 million as of December 31, 2018 compared to nil as of
December 31, 2017. The advances related to prepayments to subcontractors.
Intangible assets, net increased by 551.3%, or ₱454.8 million, to ₱537.3 million as of December 31, 2018
from ₱82.5 million as of December 31, 2017 due to customer list acquisitions in 2018.
Deferred input VAT (net of current portion) increased by 1,398.6%, or ₱97.9 million, to ₱104.9 million
as of December 31, 2018 from ₱7.0 million as of December 31, 2017 primarily due to timing differences
between the recognition and receipt of VAT.
Deferred income tax assets, net increased by 51.1% or ₱19.2 million, to ₱56.8 million as of December
31, 2018 from ₱37.6 million as of December 31, 2017. The increase in 2018 reflects higher deferred
revenue.
Financial asset at fair value through profit or loss (FVTPL) (net of current portion) was ₱18.7 million as
of December 31, 2018 compared to nil as of December 31, 2017 and related to the acquisition of a
minority interest in an entity, which was subsequently disposed of in 2019.

Total Liabilities
Total liabilities as of December 31, 2018 stood at ₱8,047.6 million, an increase of 345.2%, or ₱6,239.9 million,
compared to ₱1,807.7 million as of December 31, 2017. This increase was due to the following:
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•
•

•

•

•
•

•
•

Trade and other payables increased by 352.0%, or ₱3,381.5 million, to ₱4,342.1 million as of December
31, 2018 from ₱960.6 million as of December 31, 2017. The increase primarily related to an increase in
purchases to support the growth of the business.
Loans payable (current) increased by 446.7%, or ₱1,243.2 million, to ₱1,521.5 million as of December
31, 2018 from ₱278.3 million as of December 31, 2017. Loans payable (non-current) increased by
245.6%, or ₱855.1 million, to ₱1,203.2 million as of December 31, 2018 from ₱348.1 million as of
December 31, 2017. The increases were due to the drawdown of our loan facility in 2018.
Amounts due to related parties increased by 3,777.1%, or ₱411.7 million, to ₱422.6 million as of
December 31, 2018 from ₱10.9 million as of December 31, 2017 and primarily related to a one-time
acquisition of 24,630 subscribers from our affiliates. The subscriber acquisition was completed in 2018
and the consideration was fully paid in 2019.
Deferred revenue (current) increased by 197.2%, or ₱69.8 million, to ₱105.2 million as of December 31,
2018 from ₱35.4 million as of December 31, 2017. Deferred revenue (net of current portion) increased
by 336.1%, or ₱36.3 million, to ₱47.1 million as of December 31, 2018 from ₱10.8 million as of
December 31, 2017. The increases were related primarily to an increase in deferred installation revenues
commensurate with the growth of our subscriber base.
Income taxes payable increased by 377.2%, or ₱122.6 million, to ₱155.1 million as of December 31,
2018 from ₱32.5 million as of December 31, 2017 due to the cessation of an income tax holiday in 2018.
Finance lease obligations (current) were ₱62.0 million as of December 31, 2018. Finance lease
obligations (net of current portion) were ₱29.3 million as of December 31, 2018. Finance lease
obligations in 2018 related to car loans. We did not have finance lease obligations as of December 31,
2017.
Retirement benefit obligation increased by 18.4%, or ₱10.1 million, to ₱64.9 million as of December 31,
2018 from ₱54.8 million as of December 31, 2017 due to an increase in headcount during the year to
support a larger subscriber base and network and increased subscriber acquisition activities.
Subscribers’ deposits (net of current portion) increased by 162.0%, or ₱58.5 million, to ₱94.6 million as
of December 31, 2018 from ₱36.1 million as of December 31, 2017 due to an increase in subscribers.

As of December 31, 2017 Compared to December 31, 2016
Total Assets
Total assets as of December 31, 2017 stood at ₱5,034.1 million, an increase of 78.5%, or ₱2,214.2 million,
compared to ₱2,819.9 million as of December 31, 2016. This increase was due to the following:
•
•
•
•
•

•
•

Cash and cash equivalents increased by 32.9%, or ₱104.1 million, to ₱420.5 million as of December 31,
2017 from ₱316.4 million as of December 31, 2016 primarily due to an increase in cash generated from
operations.
Trade and other receivables, net increased by 53.5%, or ₱164.4 million, to ₱471.7 million as of December
31, 2017 from ₱307.3 million as of December 31, 2016 primarily due to the extension of credit terms to
a greater number of subscribers commensurate with the growth of our subscriber base.
Amounts due from related parties increased by 88.0%, or ₱13.9 million, to ₱29.7 million as of December
31, 2017 from ₱15.8 million as of December 31, 2016. The increase occurred as we consolidated certain
operations and provided internet services to our pay TV affiliates.
Network materials and supplies increased by 60.6%, or ₱242.0 million, to ₱641.5 million as of December
31, 2017 from ₱399.5 million as of December 31, 2016 due to an increase in requirements for installation
materials, customer premise equipment and cable wires in line with increased gross subscriber additions.
Deferred contract costs (current) increased by 153.3%, or ₱39.4 million, to ₱65.1 million as of December
31, 2017 from ₱25.7 million as of December 31, 2016. Deferred contract costs (net of current portion)
increased by 240.2%, or ₱23.3 million, to ₱33.0 million as of December 31, 2017 from ₱9.7 million as
of December 31, 2016. The increases were primarily due to increased subscriber acquisition and
installation activities commensurate with the growth of our subscriber base.
Property, plant and equipment, net increased by 98.1%, or ₱1,590.4 million, to ₱3,212.2 million as of
December 31, 2017 from ₱1,621.8 million as of December 31, 2016 primarily due to additions of
facilities, office equipment and furniture.
Intangible assets, net increased by 44.2%, or ₱25.3 million, to ₱82.5 million as of December 31, 2017
from ₱57.2 million as of December 31, 2016 due to the acquisition of an enterprise resource planning
and human resources management system.
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•

Deferred income tax assets increased by 10.3%, or ₱3.5 million, to ₱37.6 million as of December 31,
2017 from ₱34.1 million as of December 31, 2016. The increase in 2017 reflects an increase in provision
for accounts receivables that are tax deductible, driven by growth in our subscriber base.

The increase in total assets was partially offset by:
•

Deferred input VAT (net of current portion) decreased by 35.2%, or ₱3.8 million, to ₱7.0 million as of
December 31, 2017 from ₱10.8 million as of December 31, 2016 primarily due to timing differences
between the recognition and receipt of VAT.

Total Liabilities
Total liabilities as of December 31, 2017 stood at ₱1,807.7 million, an increase of 118.1%, or ₱978.7 million,
compared to ₱829.0 million as of December 31, 2016. This increase was due to the following:
•
•

•
•

•

Trade and other payables increased by 145.6%, or ₱569.5 million, to ₱960.6 million as of December 31,
2017 from ₱391.1 million as of December 31, 2016. The increase primarily related to an increase in
purchases to support the growth of the business.
Loans payable (current) increased by 780.7%, or ₱246.7 million, to ₱278.3 million as of December 31,
2017 from ₱31.6 million as of December 31, 2016. Loans payable (net of current portion) increased by
57.2%, or ₱126.7 million, to ₱348.1 million as of December 31, 2017 from ₱221.4 million as of
December 31, 2016. The increases were due to the drawdown of our loan facility in 2017.
Income tax payable increased by 81.6%, or ₱14.6 million, to ₱32.5 million as of December 31, 2017
from ₱17.9 million as of December 31, 2016 due to higher taxable profits during the year.
Deferred revenue (current) increased by 11.3%, or ₱3.6 million, to ₱35.4 million as of December 31,
2017 from ₱31.8 million as of December 31, 2016. Deferred revenue (net of current portion) decreased
by 19.4%, or ₱2.6 million, to ₱10.8 million as of December 31, 2017 from ₱13.4 million as of December
31, 2016. The slight net increase in deferred revenue was primarily due to an increase in deferred
installation revenues.
Retirement benefit obligation increased by 83.9%, or ₱25.0 million, to ₱54.8 million as of December 31,
2017 from ₱29.8 million as of December 31, 2016 due to an increase in headcount during the year to
support a larger subscriber base and network and increased subscriber acquisition activities.

The increase in total liabilities was partially offset by:
•

Amounts due to related parties decreased by 64.4%, or ₱19.7 million, to ₱10.9 million as of December
31, 2017 from ₱30.6 million as of December 31, 2016. The decline was due to a lower amount of
expenses incurred by us on behalf of our affiliates.

LIQUIDITY AND CAPITAL RESOURCES
Our principal liquidity requirements since 2016 have primarily been for, and are projected to continue to be for,
(i) capital expenditures to extend and augment our end-to-end fiber network, (ii) operating and maintenance costs
related to our existing fiber network, (iii) operating expenses for personnel, equipment and administration to
support the rapid expansion of our network and subscriber base and (iv) debt service payments. See “—Capital
Expenditures” for more information regarding our capital expenditures.
Our principal sources of funding for our capital requirements since 2016 have been (a) capital contributions from
our shareholders, including a U.S.$225 million equity investment by Warburg Pincus, (b) cash flows generated
from our operations and (c) bank financings. We maintain a strong and conservatively levered balance sheet, with
net debt (as measured by total debt less cash and cash equivalents) of ₱1,527.4 million (U.S.$30.6 million) as of
June 30, 2020, representing a net leverage (measured by net debt as of June 30, 2020 divided by EBITDA for the
last 12 months ended June 30, 2020) of approximately 0.3 times. We believe that our strong balance sheet and
conservative leverage position provide us with significant financial flexibility and sufficient leverage headroom
to fund our growth plans.
Looking ahead, we expect to fund our capital requirements through a combination of (a) the primary capital raised
through this Offering, (b) the available cash on our balance sheet (₱8,982.1 million (U.S.$180.2 million) as of
June 30, 2020), (c) further cash to be generated from operations, and (d) debt facilities (₱21,400 million (U.S.$429
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million) available for drawdown as of June 30, 2020, and a further ₱10 billion (U.S.$200.6 million) under term
sheet.
We believe that our sources of liquidity described above will be sufficient to fund our currently anticipated capital
expenditures, working capital requirements, and debt service requirements for at least the next 12 months. (See
“Risk Factors—Risks Relating to Our Business” beginning on page 47 for a description of the factors outside of
our control that could impact our ability to finance our capital requirements).
Cash Flows
The following discussion of our cash flows for 2017, 2018 and 2019 and for the six months ended June 30, 2018
and 2019 should be read in conjunction with the statements of cash flows included in the audited financial
statements and the June 30, 2020 interim consolidated financial statements.

2016
₱

2017
₱

For the years
December 31,
2018
₱

2019
₱

U.S.$
(in millions)
1,046.4
21.0

For the six-month period ended June 30,
2019
2020
₱
₱
U.S.$

Net cash flows from operating activities .
Net cash flows used in investing activities
...............................................................
Net cash flows from financing activities .
Net increase (decrease) in cash
Cash at beginning of year/period ............
Effects of exchange rate changes in cash
and cash equivalents ...............................

475.4

1,430.2

1,480.3

(894.2)
698.6
279.8
37.7

(1,691.9)
366.0
104.2
316.4

(3,537.7)
2,113.6
56.3
420.5

(1.1)

(0.1)

(0.1)

(21.4)

(0.4)

(2.7)

(46.5)

(0.9)

Cash at end of year/period ......................

316.4

420.5

476.7

6,233.0

125.0

940.7

8,982.1

180.2

(6,742.7)
11,474.0
5,777.8
476.7

(135.3)
230.2
115.9
9.6

1,999.0

2,055.4

41.2

(3,843.1)
2,310.9
466.8
476.7

(5,299.3)
6,039.4
2,795.5
6,233.0

(106.3)
121.2
56.1
125.0

Net cash flows from operating activities
Our cash from operations primarily comprises cash payments received from subscribers under the terms of their
subscription plans with us.
Net cash from operating activities was ₱2,055.4 million (U.S.$41.2 million) for the six months ended June 30,
2020. Our cash flows generated from operating activities for 2020 are calculated by adjusting our profit before
income tax of ₱1,797.3 million by (i) non-cash and other items, primarily comprising ₱1,034.4 million of
depreciation and amortization, ₱324.3 million in provision for impairment of trade and other receivables, ₱316.4
million of amortization of deferred contract costs and ₱347.3 million in finance costs, (ii) changes in certain
working capital items that positively impacted cash flows from operating activities, in particular increases in trade
and other payables of ₱2,577.2 million and subscriber deposits of ₱211.0 million, and (iii) changes in certain
working capital items that negatively impacted cash flows from operating activities, in particular a ₱840.2 million
increase in trade and other receivables, a ₱1,643.1 million increase in network materials and supplies and a ₱434.9
million increase in deferred contract costs.
Net cash from operating activities was ₱1,046.4 million (U.S.$21.0 million) for the year ended December 31,
2019. Our cash flows generated from operating activities for 2019 are calculated by adjusting our profit before
income tax of ₱2,497.3 million by (i) non-cash and other items, primarily comprising ₱1,666.4 million of
depreciation and amortization, ₱529.9 million in provision for impairment of trade and other receivables, ₱355.4
million of amortization of deferred contract costs and ₱275.1 million in finance costs, (ii) changes in certain
working capital items that positively impacted cash flows from operating activities, in particular increases in trade
and other payables of ₱1,855.0 million and subscriber deposits of ₱397.2 million, and (iii) changes in certain
working capital items that negatively impacted cash flows from operating activities, in particular a ₱2,335.7
million increase in trade and other receivables, a ₱2,024.8 million increase in network materials and supplies and
a ₱817.1 million increase in deferred contract costs.
Net cash from operating activities was ₱1,480.3 million for the year ended December 31, 2018. Our cash flows
generated from operating activities for 2018 are calculated by adjusting our profit before income tax of ₱1,669.1
million by (i) non-cash and other items, primarily comprising ₱976.4 million of depreciation and amortization,
₱124.9 million in provision for impairment of trade and other receivables, ₱129.1 million of amortization of
deferred contract costs and ₱70.6 million in finance costs, (ii) changes in certain working capital items that
positively impacted cash flows from operating activities, in particular a ₱1,865.0 million increase in trade and
other payables, and (iii) changes in certain working capital items that negatively impacted cash flows from
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operating activities, in particular a ₱2,067.4 million increase in network materials and supplies, a ₱601.1 million
increase in trade and other receivables and a ₱434.0 million increase in amounts due from related parties.
Net cash from operating activities was ₱1,430.2 million for the year ended December 31, 2017. Our cash flows
generated from operating activities for 2017 are calculated by adjusting our profit before income tax of ₱1,287.4
million by (i) non-cash and other items, primarily comprising ₱397.0 million of depreciation and amortization,
and (ii) changes in certain working capital items that positively impacted cash flows from operating activities, in
particular a ₱576.7 million increase in trade and other payables, and (iii) changes in certain working capital items
that negatively impacted cash flows from operating activities, in particular a ₱641.4 million increase in network
materials and supplies, a ₱242.0 million increase in trade and other receivables and a ₱106.1 million increase in
deferred contract costs.
Net cash from operating activities was ₱475.4 million for the year ended December 31, 2016. Our cash flows
generated from operating activities for 2016 are calculated by adjusting our profit before income tax of ₱580.7
million by (i) non-cash and other items, primarily comprising ₱248.2 million of depreciation and amortization,
₱102.9 million of loss on write-off of property, plant and equipment, ₱96.5 million of loss on fire and ₱95.3
million of loss on direct write-off of network materials and supplies and ₱80.9 million in provision for impairment
of trade and other receivables, (ii) changes in certain working capital items that positively impacted cash flows
from operating activities, in particular a ₱298.2 million increase in trade and other payables, and (iii) changes in
certain working capital items that negatively impacted cash flows from operating activities, in particular a ₱829.7
million increase in network materials and supplies and a ₱286.4 million increase in trade and other receivables.
Net cash flows used in investing activities
Net cash used in investing activities was ₱894.2 million, ₱1,691.9 million, ₱3,537.7 million, ₱6,742.7 million
(U.S.$135.3 million) and ₱5,299.3 million (U.S.$106.3 million) in 2016, 2017, 2018, 2019 and the six months
ended June 30, 2020, respectively. During each such period, we made significant investments in capital
expenditures to develop additional property, plant and equipment (our end-to-end fiber network) and acquire key
intangible assets (our customer list, telecommunication franchise, and software and licenses).
Cash used for acquisitions of property, plant and equipment was ₱882.0 million, ₱1,656.8 million, ₱3,366.9
million, ₱6,132.5 million (U.S.$123.0 million) and ₱5,050.8 million (U.S.$101.3 million) in 2016, 2017, 2018,
2019 and the six months ended June 30, 2020, respectively. Over that period, we made the following significant
investments: (i) additions in outside plant equipment, which primarily consists of passive network equipment
related to the construction of our end-to-end fiber network, (ii) additions in inside plant equipment, which
primarily consists of active network equipment such as dense wavelength division multiplexing equipment and
routers and (iii) additions in other property, plant and equipment, which primarily consists of customer premise
equipment, and general IT related investments such as laptop computers and other office IT equipment.
Cash used for acquisitions of intangible assets was ₱12.2 million, ₱35.2 million, ₱170.8 million, ₱510.8 million
(U.S.$10.2 million) and ₱143.9 million (U.S.$2.9 million) in 2016, 2017, 2018, 2019 and the six months ended
June 30, 2020, respectively. Over that period, we made the following significant investments: (i) additions in
software and licenses, (ii) additions in intangible assets relating to customer list acquisitions, and (iii) additional
investments in intangible assets relating to licenses such as our telecommunication franchise to construct, install,
establish, operate and maintain telecommunications systems throughout the Philippines.
Net cash flows from financing activities
Net cash from financing activities was ₱6,039.4 million (U.S.$121.2 million) during the six months ended June 30,
2020. Cash flows from financing activities primarily consisted of ₱4,568.0 million of proceeds from the issuance
of convertible preferred shares and ₱3,473.8 million of proceeds from loans, which was partially offset by ₱914.1
million of repayments of loans.
Net cash from financing activities was ₱11,474.0 million (U.S.$230.2 million) during the year ended December
31, 2019. Cash flows from financing activities primarily consisted of ₱7,056.5 million (U.S.$141.6 million) of
proceeds from the issuance of convertible preferred shares and ₱6,789.0 million of proceeds from loans, which
was partially offset by ₱1,563.8 million of repayments of loans.
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Net cash from financing activities was ₱2,113.6 million during the year ended December 31, 2018. Cash flows
from financing activities primarily included ₱2,706.8 million of proceeds from loans, which was partially offset
by ₱608.5 million of repayments of loans.
Net cash from financing activities was ₱366.0 million during the year ended December 31, 2017. Cash flows from
financing activities primarily included ₱405.0 million of proceeds from loans, which was partially offset by ₱31.6
million of repayments of loans.
Net cash from financing activities was ₱698.6 million during the year ended December 31, 2016. Cash flows from
financing activities primarily included ₱750.0 million of proceeds from the issuance of common shares.
Contractual Obligations and Commitments
The following table summarizes our contractual obligations and commitments as of June 30, 2020:

Total

2020

2021 to 2026
(₱ in millions)
⸺
8,994.2
184.1
317.5

Over 5 Years
1,013.7
⸺

Loans payable, net of current portion

10,007.9

Loans payable – current ....................
Trade and other payables ..................
Total .................................................

501.6
9,274.8

9,274.8

⸺

⸺

19,784.3

9,458.9

9,311.7

1,013.7

Capital Expenditures
We are in the process of a significant network expansion program. We have and are continuing to deploy capital
expenditures to extend and augment our proprietary end-to-end fiber network, comprising of our domestic
backbone, distribution and last-mile networks, and our international connectivity networks. We had aggregate
capital expenditures of approximately ₱25.2 billion (U.S.$505.5 million) from 2016 through June 30, 2020. Our
capital expenditures were ₱1.2 billion in 2016, ₱2.1 billion in 2017, ₱6.2 billion in 2018, ₱9.7 billion in 2019 and
₱6.0 billion in the first half of 2020. For the remainder of 2020 and 2021, we currently expect to incur capital
expenditures in the aggregate amount of approximately ₱30 billion (U.S.$601.8 million) toward, among other
things, further expanding our domestic network (comprising of our domestic backbone, distribution and last mile
networks), and securing additional access to international connectivity (including the purchase of 5Tbps of
international bandwidth capacity from Telstra in August 2020). Beyond 2021, we expect to incur significant
capital expenditures toward our long-term goal of expanding our fiber network to cover 55% of all Philippine
households (of 27.5 million households, according to MPA) with our network by 2025.
We categorize our capital expenditures as follows:
•

Domestic backbone, which, when completed, will connect the three major Philippine islands of Luzon,
Visayas and Mindanao in a single continuous loop, with the primary Luzon segment already operational
as of June 30, 2020, and the primary Visayas and Mindanao segments expected to be operational by
2021. The domestic backbone comprises of both outside plant equipment, or passive or not electrically
powered network equipment (e.g. fiber), and inside plant equipment, or active or electrically powered
network equipment (e.g. routers). We estimate our domestic backbone capital expenditures on a per
kilometer basis according to the length of the network that we are planning to develop;

•

Distribution network, which connects the domestic backbone with the network access points (“NAPs”),
and the ports mounted on the NAPs. When entering into a new area, rollout capital expenditure is
approximately U.S.$150 per port with subsequent augmentation of additional ports costing
approximately U.S.$30 per port. We construct poles to support our distribution network, particularly
where NAPs are hoisted; in 2019, pole construction contributes 5% of our distribution capital
expenditures. We have achieved record highs in monthly port additions of approximately 120,000 in
June 2020 and approximately 150,000 in July 2020, and at least 150,000 expected in August 2020, and
we expect current run-rates in monthly port additions to continue for at least the next 12 to 18 months.
Until 2025, the majority of our distribution network rollout will be focused on deepening our penetration
in Luzon. We estimate our distribution network capital expenditures on a per homes passed basis
according to the number of homes passed additions that we have targeted. We also estimate the number
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of additional poles that our distribution network will require and the expected capital expenditure per
pole;
•

Customer premise equipment (“CPE”), which are the modems and routers provided to residential
subscribers. The cost for each CPE for a FTTH subscriber is approximately U.S.$ 70, and it is depreciated
over three years. The annual CPE cost that we incur is directly correlated to the volume of gross
residential subscriber additions in a given year;

•

International connectivity, which connects our domestic network with key international networks. We
actively seek to form partnerships with global carriers in order to secure proprietary access to bandwidth
capacity on certain key international network routes. For example, in August 2020, we entered into an
agreement with Telstra International Limited to purchase 5 Tbps of international bandwidth capacity,
providing a 15-year IRU on two major intra-Asia networks for an attractive cost. This 5 Tbps of
bandwidth capacity is equivalent to approximately seven times our current leased bandwidth capacity,
and has been priced at an aggregate unit cost that is meaningfully lower compared to our average
contracted lease costs at present. This IRU is subject to certain conditions. Going forward, Converge
intends to continue to secure proprietary access to international bandwidth capacity through similar
agreements with other international carriers, which can provide us with significant cost savings; and

•

Other property, plant and equipment and intangible assets, such as IT systems and software.

In 2019, our capital expenditures were allocated 42% to our distribution network, 27% to our domestic backbone,
29% to consumer premise equipment and other property, plant and equipment, and 2% to intangible assets. Our
capital expenditure payable days typically range from 45 to 180 days and tend increase when the pace of our
network rollouts quickens, as it did in 2018 and 2019.
Our principal sources of funding for our capital requirements since 2016 have been (a) capital contributions from
our shareholders, including a U.S.$225 million equity investment by Warburg Pincus, (b) cash flows generated
from our operations and (c) bank financings. We maintain a strong and conservatively levered balance sheet, with
net debt (as measured by total debt less cash and cash equivalents) of ₱1,527.4 million (U.S.$30.6 million) as of
June 30, 2020, representing a net leverage (measured by net debt as of June 30, 2020 divided by EBITDA for the
last 12 months ended June 30, 2020) of approximately 0.3 times. We believe that our strong balance sheet and
conservative leverage position provide us with significant financial flexibility and sufficient leverage headroom
to fund our growth plans.
Looking ahead, we expect to fund our capital requirements through a combination of (a) the primary capital raised
through this Offering, (b) the available cash on our balance sheet (₱8,982.1 million (U.S.$180.2 million) as of
June 30, 2020), (c) further cash to be generated from operations, and (d) debt facilities (₱21,400 million (U.S.$429
million) available for drawdown as of June 30, 2020, and a further ₱10 billion (U.S.$200.6 million) under term
sheet.
Although these are our current plans with respect to our capital expenditures, such plans may change as a result
of a change in circumstances and the actual amount of expenditures may vary from the planned amount of
expenditures for a variety of reasons, including our assessment of demand and supply for high-speed broadband
connectivity services in our existing and new markets and external factors beyond our control.
Indebtedness
We had outstanding loan payables of ₱626.4 million, ₱2,724.7 million, ₱7,949.9 million (U.S.$159.5 million) and
₱10,509.5 million (U.S.$210.8 million) as of December 31, 2017, 2018 and 2019 and June 30, 2020, respectively.
Below is a summary of our major facility agreements.
In June 2018, we entered into a facility agreement with a Philippine bank for an unsecured 360-day omnibus credit
line of ₱1.5 billion. The loan is available for drawdown until December 30, 2020 and has a term of 360 days from
drawdown. Interest is payable monthly in arrears and the principal is repayable on a lump-sum basis at maturity.
The loan bears interest at a floating rate equivalent to the applicable prime lending rate of the bank prevailing at
each monthly interest payment date. As of June 5, 2020, the average effective interest rate was 5.25%. As of June
30, 2020, there was no amount outstanding under this facility and therefore the full ₱1.5 billion remains available
to be drawn until December 30, 2020.
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In October 2018, we entered into a facility agreement with the same Philippine bank for an unsecured 5-year term
loan of ₱2.0 billion. The loan is available for drawdown until December 30, 2020 and has a term of five years
from drawdown. Interest is payable quarterly in arrears and the principal is payable in equal quarterly installments
commencing after a grace period of two years from drawdown. The loan bears interest at a semi-fixed rate (fixed
for three years and re-priced on the third anniversary of drawdown), equivalent to the 3-year BVAL benchmark
rate prevailing at drawdown plus a spread of 125 basis points. As of June 15, 2020, the average effective interest
rate was 5.25% per annum. As of June 30, 2020, ₱1.6 billion was outstanding under this facility, with ₱400 million
remaining available to be drawn until December 30, 2020.
In July 2019, we entered into a facility agreement with another Philippine bank for an unsecured 10-year term
loan of ₱5.0 billion. The loan is available for drawdown until July 2, 2021 and has a term of 10 years from
drawdown. Interest is payable quarterly in arrears and the principal is payable in equal quarterly installments
commencing after a grace period of two years from drawdown. The loan bears interest at a semi-fixed rate (fixed
for five years and re-priced on the fifth anniversary of drawdown), equivalent to the 5-year BVAL benchmark
rate prevailing at drawdown plus a spread of 100 basis points. As of June 30, 2020, the average effective interest
rate was 5.72% per annum. As of June 30, 2020, ₱2.5 billion was outstanding under this facility, with ₱2.5 billion
remaining available to be drawn until July 2, 2021.
In February 2020, we entered into a term sheet with the same Philippine bank for an unsecured revolving credit
line, letter of credit and stand-by letter of credit in an aggregate amount of ₱5.0 billion, including a maximum of
₱2.0 billion under the revolving credit line. The facilities are available for drawdown until March 2021 and have
tenors of less than one year. Interest will be determined at the time of drawdown based on the bank prevailing rate
or, in the case of the letter of credit facility, a fixed commission. As of June 30, 2020, there were no amounts
outstanding under these facilities and therefore the full ₱5.0 billion remains available to be drawn until March 31,
2021.
In December 2019, we entered into a facility agreement with a third Philippine bank for an unsecured 7-year term
loan of ₱5.0 billion. The loan is available for drawdown until December 26, 2021 and has a term of 7 years from
drawdown. Interest is payable quarterly in arrears and the principal is payable in equal quarterly installments
commencing after a grace period of two years from drawdown. The loan bears interest at a fixed rate equivalent
to the 7-year BVAL benchmark rate prevailing at drawdown plus a spread of 65 basis points. As of June 15, 2020,
the average effective interest rate was 5.05% per annum. As of June 30, 2020, ₱5.0 billion was outstanding under
this facility with no remaining amount available to be drawn.
In May 2020, we entered into a facility agreement with the same Philippine bank for an unsecured 7-year term
loan of ₱15 billion. The loan is available for drawdown until June 5, 2024 and has a term of 7 years from
drawdown. Interest is payable quarterly in arrears and the principal is payable in equal quarterly installments
commencing after a grace period of two years from drawdown. The loan bears interest at a fixed rate equivalent
to the 7-year BVAL benchmark rate prevailing at drawdown plus a spread. At the time of signing, the effective
interest rate (assuming the loan was drawn) would have been approximately 5% per annum. As of June 30, 2020,
we have not made any drawdown under the facility and therefore the full ₱15 billion remains available to be drawn
until June 5, 2024.
In August 2020, we entered into term sheets with two Philippine banks for two long-term credit facilities with an
aggregate amount of ₱10 billion (U.S.$200.6 million). Each credit facility is for an unsecured, 7-year term loan
of ₱5 billion (U.S.$ 100.3 million). Each loan will be available for drawdown for at least 12 months following the
signing of the definitive facility agreement, and will have a term of seven years from the first drawdown date.
Interest would be payable quarterly in arrears and the principal would be payable in equal quarterly installments
commencing after a grace period of two years from drawdown. Each loan bears interest equivalent to the BVAL
benchmark rate prevailing at drawdown plus a spread. Each term sheet contemplates an indicative interest rate
(assuming drawdown at the date of this Prospectus) of approximately 5% per annum. As of the date of this
Prospectus, the definitive facility agreements are being prepared and are expected to be executed in the fourth
quarter of 2020.
These facility agreements include customary negative covenants that prohibit us, without prior consent of the
relevant lenders, from (a) changing the nature of our business in a materially adverse manner, (b) permitting a
change in majority voting control of Converge, (c) entering into a merger or consolidation except where Converge
continues to be the surviving entity, (d) creating encumbrances on our material assets, (e) permitting other
unsecured and unsubordinated indebtedness to rank in priority of payment to the lender, (f) voluntarily suspending
or ceasing our entire operations and (g) undertaking any material corporate actions (e.g. disposal of material
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assets) except in the ordinary course of business. These facility agreements also subject us to a financial covenant,
which requires us to maintain a minimum debt service coverage ratio of 1.2x. See “Risk Factors—Risks Relating
to Our Business—We may not be able to secure financing at favorable terms in the future” on page 51.
Off-Balance Sheet Arrangements
As of June 30, 2020, we did not have any off-balance sheet arrangements or obligations that were likely to have
a current or future effect on our financial condition, revenues or expenses, results of operations, liquidity, capital
expenditures or capital resources that is material to investors.
QUANTITATIVE AND QUALITATIVE DISCLOSURE OF MARKET RISK
We are exposed to the market risks described below in the course of our normal business activities. These market
risks principally involve the possibility of adverse consequences on our results of operations due to factors that
generally beyond our control.
Credit Risk
We are primarily exposed to credit risk in relation to receivables payable to us by subscribers. Our credit risk is
relatively higher for our residential subscribers in comparison to our enterprise customers who tend to have
established credit histories and stable abilities to pay, particularly among our Large Enterprise, Corporate and
Wholesale customers. Our policy is to bill our customers on a monthly basis in advance, and collect payment
within 30 days of billing. Occasionally, we extend short-term credit terms, typically between 30 to 90 days, to
certain subscribers, usually residential subscribers, on an unguaranteed, unsecured and non-interest bearing basis,
based on our assessment of the subscriber’s credit quality. Between 2017 and June 30, 2019, our trade receivables
days ranged between 50 and 60 days, or approximately 30 days after taking into account security deposits.
Our maximum exposure to credit risk equals the carrying amount of the financial assets corresponding to these
credit terms. As of June 30, 2020, we had trade receivables (net of allowances for impairment) of ₱2,424.4 million.
Beginning with reporting dates in 2019, we have taken a more conservative approach when assessing trade and
other receivables for impairment, by assessing on a forward-looking basis the expected credit losses (“ECL”) on
our outstanding receivables. This approach has led us to conclude that a larger share of our trade receivables were
credit-impaired, even though we generally view our subscribers to have strong credit quality as we have collected
one-month security deposits from all our residential and SME accounts in addition to installation fees payable at
the time of contract. Our provisions for impairment of trade and other receivables increased from 2.5% of revenues
(₱124.9 million) in 2018 to 5.8% of revenues (₱529.9 million) in 2019, inclusive of certain trade and other
receivables that we would have been identified for impairment in 2016, 2017 and 2018 if we had applied our
current ECL method in those years. Assuming that we had utilized our current ECL method from 2016, our
provisions for impairment would have been higher in 2016, 2017 and 2018, while our provisions for impairment
of trade and other receivables in 2019 would have been lower at approximately 2.5% of revenues.
In the six months ended June 30, 2020, we have continued to assess our provision for impairment of trade and
other receivables based on the ECL method, resulting in a total provision of 5.0% of revenues (₱324.3 million).
The increase in provisions in the six months ended June 30, 2020 was driven by the payment extensions that were
mandated by the government and granted by us from March 17, 2020 to May 31, 2020 and the resulting increase
in trade receivables, as well as our conservative ECL approach. We plan to continue applying the more
conservative ECL approach going forward and closely monitor the collection of outstanding receivables. We have
for example in July 2020 offered to some of our customers the ability to settle their outstanding bills in staggered
payments, which we believe will increase our likelihood to recover receivables from our customers. Additional
impairments may be required in the second half of 2020 depending on the continuing impact of COVID-19 on
our business and our payment collections following the expiry of one-off government-mandated payment
extensions that we have granted to customers. By 2021, we expect provisions to revert to more normal, preCOVID-19 levels.
We have implemented a number of measures to manage our credit risk exposure:
•

Trade receivables from residential and corporate subscribers are partially secured by subscribers’
deposits which cover anticipated losses on default payments. We had subscribers’ deposits of ₱1,472.0
million as of June 30, 2020.
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•

For the convenience of our customers, we accept payments via a wide range of payment channels
including our website, by telephone, direct bank deposit, credit cards, digital payment wallets, our
business centers, and other accredited payment centers, such as 7-Eleven stores and Pay & Go payment
kiosks, a 24-hour self-service payment center with more than 200 kiosks nationwide. Over time we have
added multiple payment platforms making it easier for our customers to make payments and enabling us
to transition away from manual payment collections. We have successfully implemented an online billing
and payment collection system, get-soa.convergeict.com, which enabled us to process all our residential
bills online. We also offer a choice of multiple payment channels to our enterprise customers, including
picking up checks directly from the customer office as is the norm in the Philippines.

•

We continuously review our credit policies and processes and implement various credit actions,
depending on assessed risks, to minimize credit exposure. Applications for service are subject to credit
evaluation and verification procedures. Receivable balances of subscribers are monitored, and various
credit treatments are applied at various stages of delinquency. The shift towards online payment
collections has accelerated due to the COVID-19 pandemic.

•

Our in-house procurement group, which is responsible for procurement of network materials and
equipment for our network rollout nationwide, has secured 180-day to 270-day payment terms with
certain major network materials and equipment suppliers at no additional cost to manage our own
payment obligations.

For more information, see note 22.2.1 to our audited consolidated financial statements included elsewhere in this
Prospectus.
Foreign Currency Exchange Risk
While our sales are all denominated in the Philippine Peso, we have trade and other payables denominated in U.S.
dollar for purchase network materials and products. We purchase substantially all of our equipment outside of the
Philippines and we expect this to continue as we pursue our network expansion plans and other development
programs. We also have exposure to foreign currency exchange risk arising from our cash and trade and other
receivables denominated in U.S. Dollars related to capital expenditures in connection with our network expansion
activities.
We manage our foreign currency exchange risk by maintaining sufficient cash in U.S. Dollars to cover our
maturing U.S. Dollar denominated obligations.
As of June 30, 2020, our key U.S. Dollar denominated assets and liabilities were U.S.$78.3 million of cash,
U.S.$3.0 million of trade and other receivables, net, and financial asset at fair value through profit or loss of
U.S.$1.2 million and trade and other payables of U.S.$68.1 million, aggregating to net U.S. Dollar denominated
monetary liabilities of ₱717.6 million (U.S.$14.4 million).
If the U.S. Dollar had weakened or strengthened by 1.36% as of June 30, 2020, 0.17% as of December 31, 2019,
0.45% as of December 31, 2018, or 0.42% as of December 31, 2017 against the Philippine Peso, with all other
variables held constant, our pre-tax profit for the year and equity would have been ₱9.8 million, ₱1.6 million, ₱2.5
million and ₱1.2 million higher or lower, respectively, mainly as a result of foreign exchange gains or losses on
translation of net US Dollar denominated monetary liabilities.
For more information, see note 22.2.2 to our audited consolidated financial statements included elsewhere in this
Prospectus. See also “Risk Factors—Risks Relating to Our Business—We are subject to the risk of fluctuations in
foreign currency exchange rates” on page 55.
Interest Rate Risk
We are exposed to interest rate risk because a portion of our borrowings are subject to re-pricing at periodic
intervals under the terms of our financing agreements. As of June 30, 2020, ₱5,235.7 million, or 49.7%, of our
outstanding loan payables were subject to re-pricing.
If interest rates increased or decreased by 70, 7, 100 or 100 basis points for the six months ended June 30, 2020
and the years ended December 31, 2019, 2018 and 2017, profit for the year then ended would have been ₱22.6

124

million, ₱3.2 million, ₱14.8 million and ₱4.3 million lower or higher, respectively, as a result of higher or lower
interest expense based on variable rates.
For more information, see note 22.2.2 to our audited consolidated financial statements included elsewhere in this
Prospectus.
Liquidity Risk
Our principal sources of liquidity to fund our capital requirements since 2016 have been capital contributions from
our shareholders, including a U.S.$225 million equity investment by Warburg Pincus in 2019 and 2020, as well
as cash flows generated from our operations and bank financings. We expect to fund our future capital
requirements through our operating cash flows, retained earnings, proceeds from this offering and bank
financings.
We manage liquidity risk by maintaining a balance between continuity of funding and flexibility in operations.
Treasury controls and procedures are in place to ensure that sufficient cash is maintained to cover daily operational
and working capital requirements. Management closely monitors our future and contingent obligations and sets
up required cash reserves and reserve borrowing facilities as necessary in accordance with internal policies.
For more information, see note 22.2.3 to our audited consolidated financial statements included elsewhere in this
Prospectus.
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INDUSTRY OVERVIEW
The information that appears in the executive summary of the independent market research report in this Industry
Overview section, including all data (actual, estimates and forecasts) has been prepared by Media Partners Asia
(“MPA”) and reflects estimates of market conditions based on publicly available sources and trade opinion
surveys, and is prepared primarily as a market research tool. References to MPA should not be considered as the
opinion of MPA as to the value of any security or the advisability of investing in our Company. The following
overview also includes the results of market research carried out by The Nielsen Company (Philippines) Inc. (an
independent market research agency) commissioned by our Company and MPA.
The information prepared by MPA and set out in this Industry Overview has not been independently verified by
our Company, the Founders, the Selling Shareholders, the International Bookrunners and the Joint Local
Underwriters and Joint Bookrunners and none of them gives any representations as to its accuracy and the
information should not be relied upon in making, or refraining from making, any investment decision.
The report includes forecasts and other forward-looking estimates. These forward-looking statements are
necessarily based on various assumptions and estimates that are inherently subject to various risks and
uncertainties relating to possible invalidity of the underlying assumptions and estimates and possible changes or
development of social, economic, business, industry, market, legal, government, and regulatory circumstances
and conditions and actions taken or omitted to be taken by others. Actual results and future events could differ
materially from such forecasts. You should not place undue reliance on such statements, or on the ability of any
party to accurately predict future industry trends or performance. Unless otherwise indicated, certain forwardlooking statements contained herein were made prior to the outbreak of the COVID-19 pandemic and have not
been updated to account for the impact of such outbreak. There can be no assurance that such forward-looking
statements would not have been materially different if the COVID-19 pandemic had been taken into account.
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PHILIPPINES MACRO ECONOMY
The Philippines has attractive macroeconomic fundamentals
Key Takeaways
•
•
•

•

•

The Philippines is among the fastest growing economies in Southeast Asia, with real GDP and nominal
GDP forecast to grow by 6.7% and 9.4% CAGR, respectively, over the next 5 years
Strong economic growth is creating a rapidly emerging middle class with rising purchasing power
The strength of the economy is rooted in the country’s attractive demographic make-up. The Philippines
is the second most populous country in Southeast Asia (109 million people), most of whom are young
(median age of 25.7 years) and just entering the workforce
The growth of the economy is also uniquely underpinned by a world-class BPO sector (2nd largest
globally) served by a large and young workforce with good English communication skills and a large
overseas Filipino worker (OFW) population (contributing 8.0% of the country's GDP for the year)
In short, the Philippines is armed with favorable macroeconomic and demographic fundamentals,
enabling it to achieve sustained, long-term economic growth

The Philippines is a consumption-driven economy with a large and growing middle and upper-income population.
Households contribute more than two-thirds of aggregate expenditures. It is one of the fastest growing economies
within Southeast Asia with real GDP forecast to grow at 6.7% CAGR from 2020 to 2025. It is the second most
populous country in Southeast Asia, with an estimated population of 109 million people by December 2020. The
country offers significant opportunities for scale and benefits from its young population with a median age of 25.7
years (75% of population below the age of 40). The large and young population contributes to a strong and vibrant
labor market, attracting both domestic and foreign investment.

Exhibit 1: Philippines is one of Southeast Asia’s fastest growing economies, underpinned by a large &
young population
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Sustained economic growth has resulted in a strong emerging middle class with rising purchasing power. The
proportion of middle and upper-income households is expected to grow from 75% in 2019 to 82% in 2025, driving
rapid growth of disposable income per capita at a CAGR of 7.4% over the same period. GDP per capita has also
grown significantly over the last two decades, from US$1,691 in 2000 to US$2,234 in 2010 and US$3,321 in
2019, crossing the US$3,000 threshold that typically marks an inflection point for increased consumption in
emerging markets. Annual consumption expenditure has grown at 9% from 2015 to 2019 and will continue to be
a key pillar of the Philippines economy and a key contributor to GDP (71% of overall GDP). Additionally, the
internet economy has also grown strongly, increasing from US$2Bn in 2015 to US$7Bn in 2019 and is expected
to increase to US$25Bn by 2025.
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Exhibit 2: Consumption expenditure as % of GDP,
2019
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Exhibit 3: Philippines disposable income per capita
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Exhibit 4: Households by disposable income range

Exhibit 5: GDP Per Capita
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The Philippine economy is also uniquely differentiated in ways that give it an advantage vis-a-vis its regional
neighbors. The Philippines is home to a world-class BPO sector which accounts for 12% market share globally
(by revenue), second only to India in size. Over the last two decades, the large and young workforce, along with
its proficient grasp of the English language, have made the Philippines one of the top global sites for outsourcing
and offshoring. The BPO sector has become a key component of the country’s economy, contributing 6.9% of
GDP in 2019. The Philippines’ BPO market size is expected to grow from US$26.1Bn in 2019 to US$32.2Bn in
2022.
Additionally, the Philippines also has Southeast Asia’s largest overseas Filipino worker (OFW) population which
makes up a major pillar of the Philippine economy. While the 2.2 million OFWs as at December 2019 represented
only 2.0% of the country's total population, their cash remittances totaled US$30 billion (8.0% of the country's
GDP for 2019), supporting domestic consumption. OFW remittances raise the purchasing power of their families
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back home and drive domestic demand. Furthermore, the large OFW population increases demand for high-speed
broadband connectivity, which is key to remain connected with family members back home.
Exhibit 6: Philippines is a leader in
the Global BPO Market

Exhibit 7: APAC BPO Market
Breakdown (% Market Share
by Revenue, 2019)
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Exhibit 8: OFW Remittance, 2019
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PHILIPPINE RESIDENTIAL BROADBAND MARKET
The Philippine residential fixed broadband market is underserved
Key Takeaways
•

•
•

•

The Philippine fixed broadband market is a blue ocean market opportunity that is meaningfully
underserved, characterized by low penetration, slow access speeds, low network reliability (high latency
and jitter) and legacy infrastructure
Fixed broadband and fiber penetration in the Philippines are 14% and 7%, respectively, as of 31
December 2019, primarily due to the lack of access to high-quality fixed broadband networks
The fixed broadband sector has been underserved. The Philippine telecommunications operators have
historically focused on the wireless business, resulting in underinvestment in the country’s fixed networks
(of which 37% subscribers are on legacy xDSL infrastructure, 15% on HFC, and only 48% are on FTTx).
Consequently, the Philippines has one of the lowest internet speeds and reliability (high latency and jitter)
when compared to other ASEAN markets
Fiber broadband delivers clear advantages compared to 5G FWA in terms of product quality, reliability
and user experience and scalability. 5G FWA capacity is directly proportional to spectrum allocation,
which is a limited resource. Its site capacity is therefore capped and can only be increased through the
addition of more sites or more spectrum. This makes 5G FWA extremely costly to scale in the long term,
especially as consumer’s demand for speed increases. When it comes to scalability, the transmission
capacity of fiber is significantly higher than that of the active equipment. Therefore, minimal capital
expenditure is required to upgrade capacity for fiber, making it more scalable when compared to 5G FWA

The Philippine fixed broadband market is a blue ocean market with connectivity needs that are significantly
underserved and underpenetrated compared to other regional markets. MPA estimates that the Philippines ended
2019 with 3.5 million fixed residential broadband subscribers, representing a fixed broadband penetration of 14%
(compared to fixed broadband penetration of 9% in 2015), lower than most other ASEAN markets such as
Vietnam (58%), Thailand (44%) and Malaysia (38%).
Exhibit 9: Southeast Asia fixed broadband penetration of total households, December 2019
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Residential fixed broadband services in the Philippines began in the early 2000s with digital subscriber line
(xDSL) technology, which utilizes telcos’ existing copper lines to reach households. This was followed by the
launch of hybrid fiber coaxial (HFC) broadband by cable TV operators in 2010, who provide broadband on top
of pay-TV services after digitalizing their cable systems. Fiber (FTTx) services became commercially available
in 2013, but rollout was initially slow due to the capital-intensive nature of the business. FTTx subscriptions began
to increase in 2015, on account of the wider availability of FTTx services at affordable prices. Since 2016, the
residential fixed broadband market has grown from 2.4 million subscribers to 3.5 million subscribers in 2019,
representing a CAGR of 13%. Growth has accelerated on the back of Covid-19, with the residential fixed
broadband market growing to 3.8 million subscribers as at June 2020, representing a CAGR of 21% from 2019 to
1H2020.
It is generally accepted that HFC (DOCSIS 3.0 and above) and FTTx technologies are considered high-speed
fixed broadband technologies, with ADSL technology viewed as a legacy technology that is ill-suited for growing
bandwidth needs across markets. In recent years, the fixed broadband industry has been undergoing a transition
from legacy copper to fiber broadband services. MPA estimates that residential fiber broadband subscribers have
grown from 5% in 2015 to 48% of fixed residential broadband market in 2019. As of December 2019, MPA
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estimates 1.7 million subscribers in the Philippines use FTTx services, 0.5 million subscribers use HFC services,
and 1.3 million subscribers use xDSL services.
Exhibit 10: Comparison of fixed wired broadband technologies
Technology
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distance from exchange
Outdated technology, high up-front
capital expenditure for fiber
upgrades
• Shorter range for VDSL requires
installation of additional street
cabinets

HFC

1,000Mbps
(DOCSIS 3.0)

• Can be deployed over existing
cable TV infrastructure

FTTx

10,000Mbps

• Delivers fastest speeds
• Rollout cost higher than HFC and
ADSL (but has reduced over the
• Minimal signal degradation even
last few years)
at long range
• End-to-end ownership of
infrastructure is critical for
seamless service delivery

• Some speed limitations compared
to FTTx
• Active network (requires powerconsuming devices and equipment
in the field)

Source: Industry sources, MPA analysis

As a broadband market, Philippines is one of the most underdeveloped in Asia with the slowest average service
speeds in the region. This has been due to a number of factors that include: the country’s archipelagic topography,
which makes inter-island connectivity difficult and costly; and the underinvestment in fixed broadband
infrastructure by telecommunication operators whose primary focus has been and continues to be mobile and
wireless, rather than fixed broadband.
MPA estimates that, even though 75% households can afford high speed broadband, availability is extremely
limited, making Philippines one of the most underpenetrated markets in Asia. As of 2019, MPA estimates that
12% of households have access to fiber broadband with approximately 50% of total fiber ports having being
deployed in the preceding 12 months. FTTx penetration remains significantly lower than its ASEAN peers at 7%
as of December 2019.
Exhibit 11: ASEAN FTTx penetration of total households, December 2019
28.0%

Vietnam

27.0%

Thailand

26.0%

Malaysia

8.0%

6.8%

Indonesia

Philippines

Source: MPA analysis

As a result, the Philippines ranks unfavorably in terms of fixed broadband data speeds relative to other countries
in the ASEAN region. The Philippines has one of the slowest internet speeds and the worst latency and jitter levels
among its ASEAN peers.
Exhibit 12: Fixed broadband speeds across ASEAN, March 2020
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The low levels of fixed broadband and fiber penetration, as well as low service speeds and reliability of fixed
broadband services in the Philippines happen as the Philippines telecommunications operators are more focused
on their mobile business (vs. fixed business). In 2019, they generated ~62% of their revenue (on average) from
mobile services (only ~27% of revenue from fixed broadband business), and consequently deploy the majority of
their capital investment and business focus to this area. Meanwhile, the fixed broadband businesses have seen
limited investment made to-date and are predominantly based on legacy network infrastructure. MPA estimates
that 54% of their fixed broadband network (by ports) consists of legacy copper infrastructure with the remaining
on FTTx.
In addition to fixed wired broadband services, Philippine households also receive broadband internet access
through 3G, 4G/LTE or 5G mobile technologies, via mobile data subscriptions or through fixed wireless access
(FWA). MPA estimates that as at December 2019, 54% of Philippine mobile subscribers are still subscribed to
2G/3G services, and 1.6 million households subscribed to fixed wireless broadband services. Broadband services
delivered through mobile networks face a number of challenges, including the issue of contention, whereby data
speeds suffer as the number of users sharing the network increases. This is particularly pertinent in the Philippines
where there is a sub-optimal mobile tower infrastructure due to underinvestment.
The Philippines has one of the lowest tower densities compared to other countries at 107 towers per million mobile
subscribers despite not having a tower sharing model in place. A lower number of towers per subscriber implies
poorer service received by subscribers. This significantly reduces the threat of mobile broadband and FWA to the
demand for fixed wired broadband services in the Philippines at present, highlighting a significant opportunity for
FTTx to satisfy the unmet demand for high-speed connectivity.
Exhibit 13: Tower per Mobile Subscribers, December
2019

Exhibit 14: Mobile Technology Mix, December 2019
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The problem is exacerbated with 5G, as small cells will require an even greater number of towers to achieve
acceptable service coverage and quality. FTTx technology delivers clear advantages compared to 5G FWA in
terms of product quality, reliability and user experience and scalability. Globally, 5G FWA will likely be delivered
over mid-band spectrum (typically between 3-6GHz) and mmWave spectrum (typically >26GHz).
The mmWave spectrum band, due to its high frequency, will be prone to disruption and unlikely to be viable in
the Philippines, as the country is prone to typhoons and heavy rains which will severely disrupt service reliability
delivered on mmWave spectrum. Today, PLDT and Globe have access to 60MHz of the 3.5GHz spectrum band
which can be used to deliver 5G FWA services. Globe have started offering 5G FWA services but MPA believes
that wide scale, nationwide deployment is still a few years away given the poor mobile tower infrastructure. MPA
estimates that to achieve a similar tower density of regional peers such as Malaysia and Vietnam, an additional
100k towers would be required in the Philippines. Assuming a capex per tower of ~US$100k per tower and rate
of tower deployment of 2,000 per year, the additional towers would cost ~US$10Bn and take 50 years to build.
Exhibit 15: Comparison of FTTx and 5G FWA
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5G FWA
(Mid-band)

5G FWA
(mmWave)

FTTH

Key Takeaways
•

Speeds /
Data

Maximum
Speeds

Up to 200 Mbps

Data caps eventually required due
to spectrum limitation
Non-line-ofsight for up to
Requires point-to1km radius.
point connection with
Extended reach
clear line of sight
requires line of
between cell site and
sight or
home antenna
expensive home
antenna

Data Caps

Susceptibility
to Service
Disruptions
Connection
Quality

Scalability

•

Up to
10 Gbps

Up to 3 Gbps

Data caps
not required

Susceptible to
physical
encumbrance

Severely
susceptible to
physical
encumbrance

Consistent
quality
regardless
of
environment

Max Range
(NLOS)

Max range of
~1,000 meters

Max range of
<200 meters

N/A

Network
Congestion

Faced with significant network
congestion issues as user base scales

Incremental
Capex to Scale

Viability in the Philippines

Highly
scalable
network
Relatively
Minimal

Significant
Multiple years
from wide-scale
commercial
deployment
which will be
significantly
impeded by lack
of tower space

Not viable in the
Philippines for
mass market

•

5G subject to data caps due to limited spectrum availability

•

5G subject to heightened potential for service disruption and
require frequent maintenance, as antennas can easily shift out
of place in bad weather

•

5G connections can easily degrade and be disrupted in bad
weather

•
•

5G has short range which requires a very dense tower
network. Densification is costly and time consuming
5G networks will be faced with significant network
congestion issues as data consumption and demand for speed
increases, which will result in poor user experience

•

5G requires significant incremental capex to scale

•

mmWave 5G not viable in the Philippines, as the country is
prone typhoons and heavy rains which severely disrupts
connectivity
Mid-band 5G is likely years away from being widely
available in the Philippines

N/A

Susceptibility to
Connection
Degradation

Available
today

Mass market mmWave 5G not viable in the Philippines, as
the country is prone typhoons and heavy rains which severely
disrupts connectivity
Mid-band 5G would not be able to offer much more than
50Mbps per user against the current spectrum allocation for
the 5G FWA base transceiver station to achieve a reasonable
and sustainable ROI. Offering above these speeds per user
would not allow 5G FWA operators to connect enough users
for the site to be profitable

•

Additionally, MPA estimates in terms of cost on a per Mbps basis, 5G FWA is almost 9x as costly as FTTx.
Maximum capacity of a 5G FWA site is determined by the spectrum availability. However, spectrum is a scarce
and limited resource. As user bandwidth demand increases and hence maximum site capacity is exceeded, a new
5G FWA site is required. As a result, 5G FWA capex increases rapidly as consumers require higher speeds and
more cell sites are required. FTTx is able to deliver significantly higher speeds with minimal incremental capex
Exhibit 16: FTTx has a cost advantage, particularly as higher speeds are offered
FTTH capex delivers 9x more capacity than 5G FWA for
every dollar of capex incurred

In the long term, cost structure of 5G FWA is increases
exponentially as speed upgrades while flat for FTTH

Capex / Mbps (US$)

Illustrative Relationship Between Capex and Cost
Total Capex per Household

~9x
67
7

Maximum Capacity
per Access Point

5G FWA
1
(Mid-Band)
540 Mbps

FTTH

2

10 Gbps

50Mbps

Wireless Home Broadband
High bandwidth upgrade cost
FTTH (developing countries)
High Scalability,
Low upgrade cost

1Gbps

5Gbps

10Gbps
Speeds

Notes
1. Assuming cell site deployment covers 1,000 households with each small site costing ~US$36,000. Operators currently have 60MHz of 3.5GHz spectrum so maximum speeds offered per
cell site estimated at ~540Mbps (assuming spectral efficiency of 3 Mbps / Hz)
2. Assuming deployment to 1,000 households. Cost per homes passed is ~US$75 (estimated based on cost per port of US$150 and network design of 1 port to 2 home passed), equating to
total homes passed capex of ~US$70,000. FTTH access point capable of delivering speeds of up to 10Gbps

Source: MPA analysis

5G deployment in the Philippines will require extensive fiber-to-the-site (FTTS) to deliver a high quality
connection, boosting demand for fiber backhaul links. For mid-band 5G deployment, FTTS may need to be as
close to 500 meters from end-user premise. This would offer significant wholesale opportunities for
telecommunication operators who have significant fiber backhaul.
Outsized connectivity demand driven by multiple sector tailwinds
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Key Takeaways
•

Filipinos have a high propensity to spend which is particularly pertinent for fixed broadband, and this is
driven by: (a) a sizeable, young population that is among the most internet-savvy in the world (highest
time spent on the internet), (b) digitalization of day-to-day activities, (c) proliferation of internetconnected devices and bandwidth-heavy services resulting in rapidly growing data consumption and (d)
rising disposable income and high fixed broadband affordability
The COVID-19 crisis is expected to increase propensity to spend on fixed broadband as its increasingly
viewed as a “utility”, accelerating the adoption of fixed broadband going forward
The combination of the multiple sector tailwinds and attractive macro fundamentals is resulting in
outsized connectivity needs which are meaningfully underserved (as outlined in the previous section),
creating significant pent-up demand for high-speed internet

•
•

Filipinos have a naturally high propensity to spend, as evidenced by a national account survey conducted in 2017
which shows Filipino households having a marginal propensity to consume of 1.02. Furthermore, surveys
conducted by Bangko Sentral ng Pilipinas (BSP) noted that confidence among spending population (middleincome and above) over the last 5 years was consistently positive and resilient to any near term shocks 4, suggesting
consistently high spending.
MPA believes that Filipino’s high propensity to consume is particularly applicable to fixed broadband in the
Philippines. This is further validated by the Residential Survey where respondents indicated spending on fixed
broadband has increased 10% compared to 1 year ago and expect spending to increase by 9% within the next year.
MPA believes this is driven by the following factors:
•

Sizable, young, internet-savvy population: With 75% of the population below the age of 40 (the
highest in Asia), Philippines population has a median age of 25.7 years (vs. SEA average of 31.9 years)
and spends an average of 10 hours online each day (vs. Asia average of 6.7 hours), internet-related
activity can only further increase, in turn driving demand and propensity to spend on high-speed
broadband services.

•

Digitalization of day-to-day utility, social and entertainment activities: Digitalization of day-to-day
activities is becoming increasingly prevalent. Over 67% of the population uses social media actively,
spending ~4 hours per day on social media (the highest globally). MPA believes this is a result of
Filipinos have a deep rooted culture of being highly social and having close family ties which is amplified
by the huge population of OFWs in need of a way to connect with loved ones back home through social
media or video calls. Entertainment is also moving online. Filipinos spend an average of over 30 hours
per week watching videos and the proportion of online consumption has increased from ~20% in 2014
to ~50% in 2019 (one of the highest globally). Purchasing behavior has also moved online, with 76% of
Filipinos purchasing a product online in 2019, compared to 29% in 2016. Finally, digital banking is
becoming mainstream with the recent launch of virtual banks by ING, CIMB, Komo, and soon Tonik.

•

Significant consumption of data-intensive services: Increasing data consumption driven by video and
audio streaming, online gaming and cloud-based services are some of the primary reasons for increased
adoption of high-speed broadband services, including FTTx, in the Philippines. This has been accelerated
by the proliferation of internet connected devices such as smartphones which has seen penetration
increase from 30% in 2014 to 74% in 2019. For example, an estimated 69% of Filipino internet users
watch TV content via a streaming subscription service, spending an average of 14.8 hours per week
watching online videos (vs. SEA average of 13.3 hours). Additionally, 49% of the population are online
gamers (vs. SEA average of 31%), which has risen rapidly from 27% in 2015. A fast and reliable internet
connection is required for a seamless experience for both online streaming and gaming.

4
Confidence index (CI) recovered immediately from 4Q18, the only quarter CI was negative since 2016 due to spike in inflation from oil
price hikes
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•

Rising incomes: The Philippines is on the verge of becoming an upper-middle income market, with GNI
per capita nearing US$3,996 per annum, implying that households will have greater propensity to spend
on services such as broadband in order to serve growing online habits.

•

Affordability of high-speed fixed broadband services: Entry-level FTTx broadband are now more
affordable to a majority of households. Consumers now have access to faster speeds at attractive prices,
evidenced by a 25 Mbps FTTx subscription today at PHP1,500 being cheaper than a 5 Mbps xDSL
subscription at PHP1,699 offered in 2017. Furthermore, MPA estimates that up to 75% of households
are able to afford fixed broadband services at the current FTTx entry prices of PHP 1,500. Broadband
will continue to become more affordable, driven by growing household income and widespread access

Exhibit 17: Young & internet-savvy population

Exhibit 18: Time spent on social media, 2019A
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COVID-19 has further accelerated the demand for fixed broadband and is driving a permanent paradigm shift in
connectivity requirements. MPA expects that the COVID-19 crisis will accelerate the adoption of fixed broadband
and propensity to spend as internet consumption behavior undergoes a permanent shift. MPA has observed that
internet consumption overall also grew significantly since the onset of COVID-19. Companies have instituted and
are continuing to institute work-from-home policies, while many private schools and universities have transitioned
classes online and are continuing to do so. MPA estimates that a middle income (and upwards) family of 4 (with
both parents working from home, and 2 children studying from home) could consume between 250GB to 480GB
per household per month.
In addition, the minimum speed requirement for such a typical household with 3 – 4 internet related activities
ongoing at the same time would require a minimum speed of more than 25 Mbps. Both the data usage and
broadband speed required is significantly higher than the services bundled in most plans offered by fixed wireless
providers currently.
MPA believes this reflects an increased level of data consumption than the levels typically consumed by such
households prior to the COVID-19 outbreak. All of these developments are further driving new fixed broadband
subscriptions as households realize the need to upgrade their connectivity.
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Exhibit 19: Average household data usage per month in a
full work/school from home environment

Exhibit 20: Internet speed requirement for typical
household data consumption activities

Common Internet
Activities
Video (SD / HD)
Social Media
Video Conferencing
Web Browsing / WFH
Online Games
Music Streaming
Household with 3 – 4
activities ongoing

250GB 480GB

Speed Requirement
(Min / Recommended)
5 Mbps / 10 Mbps
3 Mbps / 10 Mbps
2 Mbps / 10 Mbps
3 Mbps / 5 Mbps
6 Mbps / 25 Mbps
1 Mbps / 1 Mbps
>25 Mbps

A household needs can only be met through highspeed broadband
Source: MPA estimates

Exhibit 21: Online activity increased during COVID-19 enhanced community quarantine
Applications

Weekly Usage (billion minutes / week)

% Increase

Pre-ECQ Announcement (1
Jan-15 Mar)

Post ECQ Announcement (16
Mar-31 May)

Video Streaming

1.2

2.9

145%

Video Conference Apps

0.02

0.19

854%

Social Media Apps

6.3

11.5

82%

Mobile Gaming Apps

5.4

8.7

62%

Source: MPA based on AMPD Research data

This is further validated through the Residential Survey where approximately 90% of respondents indicated that
internet usage increased by 10% or more, and more than 65% respondents reported a greater than 30% increase
in internet usage, while approximately 70% of respondents indicated they have or are likely to increase internet
spending by 10% or more.
Exhibit 22: Increase in Home Internet Usage during
COVID-19 Enhanced Community Quarantine
(“ECQ”) Period

Exhibit 23: Increase in Home Internet Spending during
COVID-19 ECQ Period

(N = 1,186)
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66%

~90% indicated 10% or
more increase in internet
usage

43%

~70% indicated to have or
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spend by 10% or more

22%

16%
15%
8%
> 30%
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> 30%

Source: Residential Survey
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20% - 30% 10% - 20%

9%
Up to 10%

No Increase

The combination of attractive macro fundamentals and multiple sector tailwinds is resulting in outsized
connectivity needs which are meaningfully underserved, creating significant pent-up demand for high-speed
internet. This is being further accelerated with the mandated and voluntary stay-at-home behavior resulting from
the COVID-19 pandemic.
Beyond COVID-19, there are also significant shifts in digital consumption patterns. Overall, entertainment
consumption is moving from traditional pay TV to OTT services such as Netflix and YouTube which is resulting
in an increasing importance of fixed broadband services and decreasing importance of traditional bundling of
cable TV or IPTV with fixed broadband services. In the US, for example, almost 45% of households will be nonpay TV households. MPA believes that this is also prevalent in the Philippines and is further validated in the
Residential Survey where only 11% of respondents indicated that bundling of pay TV or wireless services was a
key purchasing criteria when selecting a fixed broadband provider
Exhibit 24: U.S. cord-cutter households
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Exhibit 25: U.S. pay TV households
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As the economy becomes increasingly digitalized, high quality fixed broadband connectivity will become an
increase necessity across multiple use cases for both households and businesses.

Communication

Education

• Households: Enables
high quality video
chats with loved ones

• Increases
accessibility and
affordability to quality
online education and
information
• Enhances social
mobility in less
developed and lowerincome regions

• Businesses: Enables
high resolution multiparty video
conferencing and filesharing

Distributed Working

Entertainment

Retail

• Supports increasing
adoption of more
flexible and
distributed working
models

• Supports explosive
growth of online
media consumption
(e.g. Netflix, Youtube
etc.)

• Enables businesses
to operate across
multiple locations at a
lower cost in real time

• Enables high
resolution online
video gaming

• Enables e-commerce,
which provides
consumers with the
convenience of online
shopping and access
to a wider breadth of
products and services
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The Philippines fixed broadband market is at an inflection point for growth
Key Takeaways
•
•

•

•

•

The Philippine fixed broadband penetration is expected to increase from 14% in 2019 to 32% in 2025,
catalyzed by rapid fiber network rollout
In the last few years, both Thailand and Vietnam fixed broadband markets have experienced similarly
rapid growth trajectories, both catalyzed by rapid rollout of fiber network infrastructure which fulfilled the
pent-up demand.
ARPU is expected to remain stable as competition is expected to remain rational given significant
whitespace in the market. Furthermore, as operators deploy fiber technology, there will be increased scope
to offer higher speeds and value-added services to generate incremental ARPU.
MPA believes that fiber broadband is affordable when it is priced at no more than 5% of monthly household
income. By end of 2020, entry-level fiber plan at PHP1,500 are expected to account for no more than ~5%
of monthly household income for 75% of Philippine households
An estimated 18.5 million households in the Philippines are able to afford fiber broadband. However, 2.0
million households are subscribed to a non-fiber broadband service and a further 15.0 million do not
currently subscribe to any fixed broadband services primarily due to the lack of access to high-quality
fixed broadband networks. The current market size of 3.5 million subscribers only represents 19% of the
addressable market

Philippines fixed broadband penetration
The penetration for fixed broadband services in the Philippines is expected to increase rapidly as supply
constraints are lifted on a market with significant pent-up demand for high-speed fixed broadband services. MPA
expects that the combination of outsized and rapidly growing demand for connectivity and rapid fiber rollout will
result in fixed broadband penetration reaching 32% by 2025.
MPA forecasts fiber services to replace xDSL and HFC in the long term except in a few remote areas where fiber
rollout may not be feasible, which will lead to a rapid increase in fiber penetration to 28% by 2025. This trend is
already evident in the last two years in both Converge and PLDT who have collectively rolled out an average of
1.6 million ports per year in 2018 and 2019.
Exhibit 26: Philippines Fixed Wired Broadband Subscribers (000s) and Penetration (as a % of households)
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Source: MPA analysis

In ASEAN, Thailand and Vietnam stand out as regional markets where fixed broadband penetration levels have
risen rapidly over the last 5 years. Thailand’s fixed broadband penetration has increased from 24% in 2014 to 44%
in 2019 while Vietnam has also seen rapid growth with penetration increasing from 33% in 2014 to 61% in 2019.
While the specific underlying drivers behind this growth vary by market, the common theme is pent-up demand
being satisfied through a combination of deployment of high-quality network infrastructure, mass affordability of
fixed broadband services and more compelling service offerings.
According to MPA, Thailand is a more comparable market to the Philippines given the network rollout was driven
by private operators. Fixed broadband growth in Thailand was catalyzed by private operators rolling out fiber
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infrastructure nationwide rapidly. In particular, operators expanded into upcountry Thailand, which was
previously either not covered or had sparse legacy copper coverage.
MPA believes that the Philippines is primed for a similar fixed broadband penetration trajectory as Thailand’s,
particularly given that the Philippines is experiencing more favorable macro tailwinds compared to Thailand at
its inflection point.
Exhibit 27: Thailand as a proxy for Philippine broadband growth
Thailand
(2015)

Philippines
(2020E)

Time spent online (Hrs)

5.5

9.8

Internet penetration (%)

37%

67%

Smartphone penetration (%)

54%

79%

38

26

Forward 5-year GDP CAGR (%)

1.5%

6.7%

Disposable income / capita (US$) 5

US$3.1k

US$2.8k

2.2%

7.9%

Median pop. age (Years)

Forward 5-year CAGR (%)
Source: MPA based on Euromonitor and We are Social data

Exhibit 28: Thailand Fixed Broadband and Fiber Penetration (as a % of households)
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Exhibit 29: Philippines Fixed Broadband and Fiber Penetration (as a % of households)
Fixed Broadband Penetration Rate3
Fiber Broadband Penetration Rate4
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5

Based on an FX rate of 1 USD to 34.4 THB for the year of 2015, and an FX rate of 1 USD to 49.85 PHP as of June 30, 2020
Fixed broadband refers to connections on all technologies (DSL, HFC and FTTx)
7
Fiber broadband refers to connections on FTTx only
6
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Philippines fixed broadband industry economics
In the Philippines, the increasing adoption of higher-ARPU FTTx packages has driven a 0.3% CAGR of fixed
broadband ARPU from 2015 to 2019. In addition, the fixed broadband market have generally been characterized
by rational pricing behavior by major fixed broadband operators, given the ample industry growth potential from
low levels of penetration.
Increasing consumer appetite for higher speeds beyond what xDSL can offer will lead operators to more
aggressively deploy FTTx technology, leading to increased scope for offering higher speeds and value-added
services to generate incremental ARPU. MPA estimates that blended monthly fixed broadband ARPU in 2020E
would be PHP1,234, which will increase to PHP1,314 by 2025E.
Exhibit 30: Philippines Fixed Broadband Monthly ARPU evolution (PHP/month)
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1,180 1,056 1,012
2015
xDSL
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1,234 1,063 1,037 1,362

1,314 1,051 1,027 1,356

2020E

2025E

FTTx

Source: MPA analysis

This is further validated in the Residential Survey where on average, customers are willing to spend PHP433
(~US$9) more for an additional 10 Mbps of speed. Customers also expect to increase spending on fixed broadband
with more than 50% indicated they would increase spend on fixed broadband in the next 1 year

Exhibit 31: Breakdown of customers willing to spend
additional spend for an additional 10Mbps

Decrease
4%

<PHP100
17%

>15%
30%

>PHP1,000
12%

PHP100500
45%

Exhibit 32: Customers expected spending on internet in
the next one year

No
Change
42%

PHP5001,000
26%
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5-15%
24%

Philippines residential fixed residential broadband has a significant addressable market
Based on current household income levels, MPA believe that fiber broadband in the Philippines at the current
FTTx entry prices of PHP1,500 is a proposition for households in the lower middle-income socioeconomic bracket
and above. MPA believes that fiber broadband is affordable when it is priced at no more than 5% of monthly
household income. By end of 2020, entry-level fiber plan at PHP1,500 are expected to account for no more than
~5% of monthly household income for 75% of Philippine households. MPA estimates that by 2025, a fiber plan
at PHP1,500 is estimated to account for ~5% of average household income for 85-90% of Philippine households.
Exhibit 33: Philippines average monthly household income decile (PHP ‘000)
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As such, MPA estimates that up to 18.5 million households in the Philippines are able to afford fiber broadband
as of December 2019. However, 2.0 million households are subscribed to a non-fiber broadband service and a
further 15.0 million do not currently subscribe to any fixed broadband services primarily due to the lack of access
to high-quality fixed broadband networks, resulting in significant pent-up demand. Even without additional
demand uplift, MPA believes that these additional "addressable" households represent an immediate upside as
operators expand their fiber networks. By 2025, the number of households able to afford fiber broadband will
grow to 22.6 million, 13x the current market size of 1.7 million fiber broadband subscribers. This large addressable
market provides significant, multi-year runway for multiple market participants to grow rapidly.
Exhibit 34: Philippines Addressable Households (000s)
74.6%

Percentage of households that falls under Lower
Middle income and above (i.e. which can afford FBB)

82.2%

6,081

25,687
5,870

26,144
5,633

26,595
5,392

27,040
5,139

27,477
4,881

18,477

19,144

19,816

20,510

21,203

21,901

22,596

2019A

2020E

2024E

2025E

24,759

25,225

6,282

2021E
2022E
2023E
Households (Below Lower Middle Income Level)

Total

Source: MPA analysis based on Euromonitor data

MPA estimates that the current market size is US$1,0029 million in 2019. Based on the 2019 blended ARPU of
PHP1,196, the potential total addressable market is US$5,3199 million in fixed broadband revenue as of December
2019. MPA estimates that 22.6 million households in the Philippines will be able to afford fixed broadband by
2025, representing a potential total addressable market of US$7,147 12 million in fixed broadband revenue by
2025.

8

2020E average household income calculated assuming 5.5% 2018 – 2020E CAGR (based on 2015 – 2018 CAGR of average household
income data from Philippine Statistics Authority)
9
2025E average household income calculated assuming 5.5% 2018 – 2025E CAGR (based on 2015 – 2018 CAGR of average household
income data from Philippine Statistics Authority)
10
PHP1,500 entry level fiber plan
11 2020E and 2025E average household income based on historical household income data from Philippine Statistics Authority for illustration
purposes only and not a projection by MPA
12
Based on an average FX rate of 1 USD to 49.85 PHP as of June 30, 2020
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Overview of key residential broadband players in the Philippines
Key Takeaways
•

•
•

•

•

•

As of June 2020, Converge is the largest residential high-speed fixed broadband operator in the Philippines
with a 55% market share of residential high speed fixed wired broadband subscriptions (defined as
download speeds of 25 Mbps and higher).
As of June 2020, Converge is the second largest residential fixed broadband operator in the country with
a 19% market share of overall residential fixed wired broadband subscriptions as of June 2020.
Converge has been the fastest growing player in the market and has secured 55%, 56% and 58% of market
fixed broadband net additions in 2018, 2019 and 1H20, respectively. While Converge is growing rapidly
and gaining market share, other operators are also growing strongly with the overall industry reporting a
double digit growth rate over the past 5 years. Given the significant unserved and pent-up demand and the
meaningful whitespace available, the Philippine fixed broadband market will continue to benefit from
strong secular growth tailwinds that have created a multi-year runway for multiple operators (not only
Converge but also other operators) to thrive and grow rapidly for the medium to long term.
Converge is the only major pure-play fixed broadband operator in the Philippines, being the only
telecommunications operator in the country that is exclusively focused on the fixed broadband market.
The other major telecommunications operators derive a majority of their revenue from their mobile
business. As a result of this exclusive focus, Converge has been able to understand the needs and priorities
of fixed broadband customers, and design its product and service offering to address these needs and
priorities.
Converge’s network design also provides an advantage over other operators. Converge’s network is
younger (~1.0 years old) and comprises 100% high-speed technology (fiber and HFC) compared to the
networks available in the market. Converge’s network is also optimally designed to address future demand
more quickly than industry, without the need for costly retrofit or upgrades.
Finally, Converge is further differentiated from other operators through its unique network rollout
capabilities, which is a key driver of its rapid network rollout. Converge has a unique in-house capability
and is able to control every phase of the network rollout value chain. This allows Converge to roll out its
network at a more rapid pace and lower cost than the industry.

The residential fixed wired broadband sector in the Philippines comprises Converge ICT, PLDT, Globe, SkyCable
and a long tail of small to medium cable and ISP operators.
Converge has been the fastest growing player in the market and has secured 55%, 56%, and 58% of market fixed
broadband net additions in 2018, 2019 and 1H20, respectively, and has a market share that increased ~4 times
from 5% in 2017, to 19% as of June 2020.
Exhibit 35: Fixed Wired Broadband Market Share

Exhibit 36: Market Share of Fixed Wired Broadband
Net Additions
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75.5%
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16.0%
(1.7%) (6.0%)
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19.1%
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16.6% 2.3%
24.7%
56.4%
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Globe
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10.3%
24.4%
57.8%

1H20
Others

Source: MPA analysis

As of 2Q20, Converge is #1 player in the high speed fixed wired broadband market (defined as download speeds
of 25Mbps and higher), with a 55% market share.
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While Converge is growing rapidly and gaining market share, other operators are also growing strongly with the
overall industry reporting a double digit growth rate over the past 5 years. Given the significant unserved and
pent-up demand and the meaningful whitespace available, the Philippine fixed broadband market will continue to
benefit from strong secular growth tailwinds that have created a multi-year runway for multiple operators (not
only Converge but also other operators) to thrive and grow rapidly for the medium to long term.
Exhibit 37: High-speed Fixed Wired Broadband Market Share
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65.0%

56.0%
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12.0%
2017

35.0%

44.0%

54.7%

2019

1H20

2018
Converge

Others

Source: MPA analysis

Converge: Converge is the only major pure-play fixed broadband operator in the Philippines, being the only
telecommunications operator in the country that is exclusively focused on the fixed broadband market. Converge’s
mission is to provide its customers with consistently fast, reliable and affordable internet service through their
proprietary end-to-end network, which is the newest by average age of fiber and also one of the most
technologically advanced and extensive networks in the Philippines. As of June 2020, Converge had 4.1 million
homes passed in Luzon, covering 28% of total households in Luzon (approx. 14.4 million households as of 2018),
a significant increase from 4% in 2016 (based on approx. 13.1 million households as of 2015). Converge’s
subscriber base has grown at a CAGR of 93% from 2016 to 2019 which exceeds overall industry growth of 13%
CAGR. As of June 30, 2020, Converge has 732k residential fixed broadband subscribers and has become the
second largest residential fixed broadband operator in the Philippines by number of subscriptions.
PLDT: Given its history as a nationwide fixed line telephony provider, PLDT has the most extensive fixed line
network among the country’s operators and consequently the largest fixed broadband subscriber base. It has the
second-largest mobile subscriber base (70.2 million subscribers as of June 2020 and 73.1 million subscribers as
of December 2019) and owns four of the country’s nine international submarine cable landing stations. Fixed
broadband contributed 33% of total revenue in 2019, compared to 55% contributed by mobile. PLDT currently
has 2.1 million fixed wired broadband subscribers and 0.5 million fixed wireless broadband subscribers (as of
June 2020).
Globe Telecom: Globe is the country’s second largest telco in terms of revenue, but is the Philippines’ largest
mobile operator (80.2 million mobile subscribers as of June 2020 and 94.2 million mobile subscribers as of
December 2019). Mobile revenue contributed to 75% while home broadband contributed to 15% of Globe’s total
revenue in 2019. The company’s home broadband business, which comprises fixed wired and wireless services,
had 2.9 million subscribers (as of June 2020). Globe’s broadband strategy is focused on fixed wireless, where
they currently have 2.2 million fixed wireless subscribers.
SkyCable: SkyCable is the cable broadband subsidiary of ABS-CBN Corporation, the Philippines’ largest media
conglomerate. SkyCable is the country’s largest cable broadband operator and operates the second largest DTH
satellite provider, Sky Direct. SkyCable was among the first cable operators in the Philippines to upgrade its
analog network to digital in a bid to bundle cable TV and broadband services. SkyCable predominantly operates
on a HFC network and only began upgrading its network to provide FTTx services in 2018. MPA estimates that
SkyCable ended 2019 with 320,000 broadband subscribers, the vast majority of which are on HFC.
Converge's entry level plan offers a speed of 25 Mbps for PHP 1,500 per month. Globe recently updated its
offering, removing its 10Mbps plan meaning its entry package is now 20 Mbps for PHP1,699. PLDT continues
to offer lower speed plans at slightly lower price points (starting at PHP1,299). PLDT bundles unlimited mobile
telephony within the PLDT network, while Globe includes unlimited fixed and mobile telephony. Globe is the
only player bundling free months of video streaming services with its fiber plans. All players in the market
generally offer unlimited data plans which typically include modems with built-in WiFi routers as standard CPEs.
MPA believes that Converge’s broadband plans provide the market with compelling alternatives to the services
provided by other operators. Furthermore, Converge requires subscribers to sign-up to a 24-month contract, and
pay an upfront security deposit and installation fee, which is the company’s strategy for yielding a higher quality
of subscribers.
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Exhibit 38: Comparison of Monthly FTTx Subscription Plans
Provider

Speed (Mbps)

Data Cap

Monthly Subscription
Rate (PHP)

Bundled Services

Entry-Level Plans (< PHP2,000 per month)
PLDT

10 – 25

Unlimited

1,299 – 1,699

Free landline

Globe

20-30

Unlimited

1,699 – 1,899

Free Android TV Box; 3 month
access to iWant and Amazon Prime
Video; Landline with unlimited
calls

Converge

25

Unlimited

1,500

-

Mid-Tier Plans (PHP2,000 – PHP4,000 per month)
PLDT

50 – 100

Unlimited

2,399 – 2,999

Free landline included; WiFi Mesh
& TV (55 SD & 8 HD Channels)

Globe

50 – 200

Unlimited

2,499 – 3,499

Wifi Mesh; 3 month access to
iWant and Amazon Prime Video;
Landline with unlimited calls

Converge

75 – 150

Unlimited

2,500 – 3,500

-

Top-Tier Plans (> PHP4,000 per month)
PLDT

150 – 300

Unlimited

4,099 – 6,099

Free landline included; WiFi Mesh
& TV (55 SD & 8 HD Channels)

Globe

500 – 1,000

Unlimited

4,999 – 9,499

Wifi Mesh; 3 month access to
iWant and Amazon Prime Video;
Landline with unlimited calls

Converge

300 – 500

Unlimited

4,500 – 7,000

-

Source: Corporate websites of service providers as of August 2020

MPA believes that Converge’s network infrastructure and design provides a distinct advantage over other
operators across several key aspects, making it difficult to replicate and creating high barriers to entry.
•

Technology deployed: Converge’s fiber network enables Converge to offer significantly faster access
speeds compared to industry who are largely utilizing legacy copper technology

•

Network age: Given a large majority of Converge network rollout occurred in the last 2 years, its
network is younger than other operators implying lower ongoing maintenance capex and lower operating
expenditure

•

Fiber density: Converge’s National Backbone network features 96 and 144-pair fiber optic cables. This
is significantly higher fiber pair count than that of the older deployments of other operators. This provides
Converge with significant capacity to address future demand without any costly retrofit or upgrades

•

Network density: Converge generally designs the access network with approximately 40% household
penetration and with ports distance located within 300m of the customers’ homes. This dense design
facilitates the quick and low-cost connection of customers. MPA believes that this design is optimal as
it balances upfront capex outlay with demand (i.e. customer connection) capex

•

Unique network planning model: Converge’s network deployment is agreed upon in tandem with its
sales and marketing teams which empowers its network rollout teams to deploy its network to address
specific demand pockets as identified by their sales and marketing team

Exhibit 39: Network Comparison between Converge and the Industry
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Industry

(As of March 2020)

Converge’s Differentiation

46%

100%

Enables faster access speeds

6.2

1.0

Requires lower maintenance
capex and opex

Backbone Capacity

80

126

Significant network capacity to
address future demand

Fiber Network Density

17

29

Able to establish “first-mover”
advantage

10%

40%

250

175

Faster rollout of connections to
households at a lower cost

0.65

1.02

Able to add ~1 million
subscribers with minimal capex

(as of end 2019, unless noted otherwise)

Technology Deployed

Share of High-speed Ports (%)

Network Age

Average Age of Broadband Network
(Years)

Fiber pair / km

Fiber Ports per 100 Household

Port Take-Up Rate

% ports fulfilled within 12 months of
deployment

Proximity to Household

Distance of Network Access Point to
household (meters)

Ready to Service FTTH Ports

Ports deployed to specific
demand pockets

Source: Company data, MPA analysis

Furthermore, according to MPA, Converge benefits from its unique network rollout capabilities. Through
MetroWorks, Converge has full control and visibility over the end-to-end network roll-out process, from design
and planning to execution and maintenance (outlined below).
•
•
•

Planning. Initial stage of network rollout encompassing overall network rollout strategy and costing,
onboarding of contractors (as required) and procurement of fiber
Execution. Encompasses detailed network design, site acquisition (including permits and right of way
licenses), material procurement and construction
Maintenance. Ongoing network maintenance and repair

MetroWorks engages internal, semi-turnkey and full-turnkey contractors for network construction. Most other
industry players only engage full-turnkey contractors.
Exhibit 40: Network Rollout Value Chain

1

2

3

Planning

Execution

Maintenance

 Efficient network
Why Control
is Important?

deployment, addressing
specific demand pockets
to deliver robust ROIC

 Quality consistency across the network
 Lower construction cost given less
intermediary parties

 Faster rollout speeds given ability to work with

 Consistency in delivering a superior
customer experience

 Ability to respond rapidly to
corrective network maintenance

a large number contractors at any one time

Converge’s
Differentiation

 Targeted network
deployment plans
based on market
analysis to deliver
strong ROIC

 Manages both FTK(1) & STK(2) contractors
with robust quality control resulting in
lower cost than industry

 In-house operations &
maintenance team

Industry
Approach

 Higher level
planning

 Fully delegated to FTK(1) contractors only

 Fully outsourced

Target deployment coupled with MetroWorks’ strong execution capabilities result in
lower capex cost and higher ROIC than industry

Source: Company data, MPA analysis
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Green: Has Control
Orange: Partial Control
Red: No Control

Converge is a key beneficiary of the growth of the residential fixed broadband market
Key Takeaways
•

Converge is best positioned to take advantage of the ongoing growth in the Philippine residential fixed
broadband market, particularly given its strong capabilities and strategic focus on winning the fixed
broadband market
Converge is the preferred provider for consumers given its ability to provide fast, reliable and affordable
internet to households that addresses their priorities and needs (speed of service, value for money,
connection reliability and service quality). Based on the Residential Survey, Converge ranked ahead of
other operators on all these criteria.
Converge’s position as the preferred residential fixed broadband operator is further evidenced through
the Residential Survey results which demonstrate Converge subscribers as being highly satisfied, highly
loyal and had strong advocacy.

•

•

MPA believes that based on the characteristics and current status of the Philippines' fixed broadband market,
players in this market can achieve success and grow their market share by focusing on the following key areas:
•

Product proposition: Offering a range of broadband internet and data services and price plans that
address customers' priorities across speed, reliability, and value for money

•

Strategic focus in fixed broadband: A player with a strong strategic focus on executing in the fixed
broadband market would be poised to outperform, as has been the case with focused fixed broadband
players in other regional markets

•

Network rollout capabilities: Operators who invest in establishing their own network, including a
nationwide backbone and international connectivity, thus eliminating dependence on other players, are
best positioned for growth. There is a first-mover advantage to being the first player to offer high speed
broadband in a given area and strong network rollout capabilities (preferably based on in-house
capabilities rather than outsourced providers) confer a unique advantage in the Philippines' fixed
broadband market

•

Maximizing penetration from existing rollout: Prioritizing sales and marketing efforts on deepening
penetration in existing coverage areas with potential to increase the customer base at low incremental
cost

•

Advantages of new network build vs migrating/upgrading network: Players who invest in high
speed, end-to-end fiber networks enjoy several advantages over players who are compelled to upgrade
legacy copper network to high speed technologies. MPA believes that it is uneconomical to migrate
existing customers from legacy onto new networks, estimating ROIC to be 8% compared to ROIC of
22% if an operator were to build a new fiber network and win customers

Given Converge's strong capabilities and strategic focus are aligned with the above identified areas, MPA expects
Converge to continue to be the main beneficiary of the ongoing growth in the Philippine fixed broadband market,
and the migration to FTTx technology.
The Residential Survey showed that the top five key purchasing criteria that drive the choice of a fixed broadband
provider are internet speed, connection reliability, affordability, service availability and customer service.
Approximately 73% of respondents ranked internet speed as their top 3 criteria, followed by connection reliability
at 58% and affordability at 47%.

146

Exhibit 41: % of respondents who ranked each key purchasing criterion as their top 3
72.6%

58.3%

46.5%
18.5%

Internet Speed

Connection Reliability

Affordability

Service Availability

6.1%
Customer Service

Source: Residential Survey

Converge ranked ahead of its peers on all these criteria:
1.

Internet speed. Converge offers internet connection with high download speeds of up to 1 Gbps through
its fiber network, and is able to offer an average download speed of 18.7Mb/s in 2019, roughly 1.6x faster
than Operator 1 at 12.0Mb/s and 3.6x faster than Operator 2 at 5.3Mb/s, based on the speed test results
from testmy.net. This is further validated by the Netflix ISP Speed Index where Converge is consistently
ranked the fastest ISP since November 2016. It most recently provided an average speed of 3.6Mb/s to
its customers in February 2020, which is 1.2x better than the average of Operators 1 and 2.

2.

Connection reliability. Converge offers internet connections that are up to 2.3x more reliable. Based on
the Residential Survey results, Converge was able to provide at least 80% of advertised speeds 56% of
the time compared to Operator 1 at 26% and Operator 2 at 24%. Furthermore, 67% of Converge’s
customers rarely experience service downtime compared to Operator 1 at 44% and Operator 2 at 39%.

3.

Affordability. Converge’s entry level FTTH package, FiberX-1500, offers 25 Mbps unlimited download
speeds using FTTH technology at PHP1,500 per month. Despite similar price packages, Converge
product offering is perceived to be better value for money than that of other operators.

4.

Service availability: Residential Survey results indicated that Converge is more readily available to
customers compared to other operators. MPA believes this is a result of Converge’s ability to reach out
to targeted pockets of demand more efficiently than other operators.

5.

Customer service: Converge is also more adept at providing superior customer service, across the
customer lifecycle. Customers indicated that they were more satisfied with the installation time (rated
8.0 out of 10) compared to Operator 1 at 7.1 and Operator 2 at 7.5. About 39% of Converge’s respondents
have never had to report issues, compared to only 11% for Operator 1 and 14% for Operator 2. Among
respondents who had reported issues, Converge is also the fastest at resolving reported cases, with a 70%
resolution rate within 24 hours compared to 41% for Operator 1 and 48% for Operator 2. Customers were
also more satisfied with the breadth and convenience of bill payment options, rating Converge 8.0 out of
10 compared to Operator 1 at 7.6 and Operator 2 at 7.7. Based on the Residential Survey, customers were
9% more satisfied with Converge’s customer service than that of other operators.

Converge’s position as the preferred fixed broadband operator is further evidenced through the Residential survey
results which demonstrate Converge subscribers as being highly satisfied, highly loyal and had strong advocacy.
•

Strong Advocacy. Based on Net Promoter Score (NPS) or the willingness of respondents to recommend
a company's products or services to others, Converge was the only operator surveyed to receive a positive
NPS of 83, compared to Operator 1’s score of 36 and Operator 2’s score of 31. This is evidenced by 1)
60% of respondents who had indicated likelihood to churn chose Converge as their preferred provider,
2) 72% of respondents who were non-Converge subscribers due to service unavailability indicated a
willingness to switch over once Converge became available in their area, 3) 58% of Converge customers
first hearing about Converge through word-of-mouth publicity and 4) 84% of Converge customers likely
to recommend Converge to others. Among respondents’ reasons for switching to Converge, the top three
were internet speed, connection reliability and affordability – which are also the top three reasons for
subscribing to a fixed broadband operator.
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Exhibit 42: Converge’s Subscribers Have Strong Advocacy (N = 1,186; Residential Survey)
Net Promoter Score

New Broadband Provider Chosen by Churning Subscribers

36

Converge

Operator 1

Other 1%

Operator
Operator 3
2
13%
8%

83

31

Operator
1
18%

Converge
60%

Operator 2

Source: Residential Survey

•

Loyal Customers. Among the operators featured in the Residential Survey, Converge was rated the least
likely to lose subscribers with only 3% of Converge customers indicating a likelihood of switching
providers over the next two years. Furthermore, among the total respondents that indicated a likelihood
of switching, only 5% were Converge customers. This is consistent with Converge's low subscriber churn
rate, which was 0.6% per month as at December 2019, which is lower than MPA’s estimated churn rate
for the industry, which is 1-2% per month. MPA believes that churn is low also partly due to Converge
requiring subscribers to make an upfront payment comprising of a security deposit and an installation
fee, something very few operators in the Philippines undertake.

Exhibit 43: Converge’s Subscribers are the Least Likely to Churn (N = 1,186; Residential Survey)
Likelihood of Switching to a New Service Provider (%)

% of respondents indicating likelihood to switch by company

27%
23%
9%
3%

14%

Others
5%
Converge
5%

Operator
2
46%

10%

17%

Operator
1
44%

1%
2%
Converge
Operator 1
Operator 2
Likely to Switch Will Switch
Source: Residential Survey

•

High Satisfaction. Overall, Converge subscribers were more satisfied and had a higher perception of
value for money as compared to Operator 1 and Operator 2. Across each of the top five key purchasing
criterions as identified in the Residential Survey, Converge’s subscribers were more satisfied for each
criterion compared to those from its peers as demonstrated by the higher satisfaction index.

Exhibit 44: Overall Satisfaction Index
(10=Outstanding) (N = 1,186; Residential Survey)
Overall Satisfaction

Overall Value for Money

8.5

Converge

8.5
7.2

7.4

Operator 1

Operator 2

Converge

Source: Residential Survey
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7.1

7.3

Operator 1

Operator 2

Exhibit 45: Satisfaction Index for the Top 5 Customer Criteria
(10=Outstanding) (N = 1,186; Residential Survey)
1

Internet Speed

Connection Reliability

2

8.7

Affordability

3

8.6
8.3

Converge

7.3

7.3

Operator 1

Operator 2

4

Converge

7.2

7.3

Operator 1

Operator 2

Service availability
8.4

7.9

Converge

Operator 1

7.2

Operator 1

Operator 2

5 Customer service

8.1

7.8
7.0

Converge

7.0

Operator 2

Converge

Operator 1

7.3

Operator 2

Source: Residential Survey

•

Better product mix: On average, the weighted average speed of the current internet package for
Converge respondents is 29 Mbps, which is higher than Operator 1 at 25 Mbps and Operator 2 at 22
Mbps. This indicates that Converge has a better product mix compared to other operators.

Additionally, during the ECQ, Converge was able to outperform its peers in terms of internet quality, for both
speed and connection reliability. 31% of Converge respondents mentioned that internet speed was highly
impacted, which was lower than the 38% and 47% of respondents, respectively, from Operator 1 and Operator 2.
Similarly, 31% of Converge respondents reported connection reliability was impacted compared to 39% and 43%,
respectively, for Operator 1 and Operator 2.
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PHILIPPINES ENTERPRISE WIRED CONNECTIVITY MARKET
The Philippines enterprise wired connectivity market has attractive fundamentals
Key Takeaways
•

To recap, the Philippines is among the fastest growing economies in Southeast Asia, with real GDP
forecast to grow by 6.7% CAGR over the next 5 years
Growth has been largely driven by the services sector which contributes to a significant portion of the
Philippines overall economy (61% of total GDP in 2019, up from 54% in 2008). The service sectors (which
includes the BPO, financial services, education sectors) generally have higher bandwidth usage compared
to non-service sectors (which includes manufacturing, agriculture, construction sectors)
In addition, high-bandwidth usage industries including BPO, ICT and financial services, benefit from
macro tailwinds that are unique to the Philippines and are growing faster than the market
o BPO: The BPO industry has played a significant role in the services sector growth. It benefits from a
large English-speaking population (~90% Filipinos speak English) and accounts for ~12% share
globally. A BPO company typically requires 3.5-4.0x higher bandwidth than an average corporate
o Financial services: The financial services sector in the Philippines is under-penetrated with 65%
unbanked population (vs. SEA average of 28%). The financial services industry typically requires 3x
higher bandwidth than an average corporate
o ICT: Increasing adoption of ICT solutions driven by the increase in popularity of information-based
products and services is expected to in turn drive demand for wired connectivity
The Philippines’ sizable services sector combined with the robust growth of high bandwidth usage
industries have resulted in a robust growth of the enterprise wired connectivity market at a CAGR of
14.7%.over the period from 2015 to 2019, 1.5x faster than GDP growth over the same period

•

•

•

The services sector plays a particularly important role in the Philippines, accounting for 61% of total GDP in 2019
(compared to 54% in 2008) and is expected to continue being a key driver of the economy. MPA believes the
service sector has higher broadband demand than non-service sectors, including industrials and agriculture (30%
and 9% GDP, respectively).
Key industry verticals within the service sector such as BPO, ICT and financial services are benefiting from macro
tailwinds unique to the Philippines and are growing at a faster rate than the economy.
•

•

•

BPO: The Philippine BPO sector benefits from a service oriented and English proficient workforce
(~90% Filipinos speak English). In 2019, the BPO industry generated US$26.1 billion in revenues,
accounting for 12% of the global BPO market (compared to 6% in 2008). In addition, there is increasing
demand for higher value-added services including software development, information management, data
analytics, and animation; all of which are data intensive and require reliable, high-speed internet
connectivity. The typical bandwidth required by a BPO operation is estimated to be 3.5-4.0x higher than
that of the average corporate.
Financial services: The Philippine financial services sector is under-penetrated with 35% of the
population banked, the lowest in ASEAN (average of 75%). MPA expects banking penetration to
increase to 80% by 2025. Commercial bank branches per 100,000 adults has increased from 8.6 in 2014
to 9.1 in 2018 but is still lower than SEA average of 10.5. Internet access is essential for bank branch
connectivity and connectivity to data centres which houses critical customer information, resulting in
financial services sector having 3x higher bandwidth requirements than an average corporate.
ICT: The Philippines ICT sector is booming as information-based products and services (e.g. apps, AI,
sensory technology, e-commerce) are becoming more popular. To be successful in a global digital
economy, Philippine organizations will need to empower their platform digitally. MPA believes this will
drive market demand on ICT solutions and consequently, wired connectivity.

Additionally, sectors with high bandwidth usage intensity have experienced faster growth (in terms of number of
enterprises) compared to low-bandwidth usage intensity industries. From 2015 to 2019, sectors with high ICT
usage grew at 9.7% compared to 6.8% and for sectors with low and medium ICT usage.
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Exhibit 46: Industries with high bandwidth usage are growing faster
Broadband Usage Intensity
Selected Industries

2015-19 CAGR

Low / Medium

Agriculture, Mining, Construction, Real estate

6.8%

High

BPO, ICT, Financial services

9.7%

Source: MPA analysis based on Philippine Statistics Authority

The Philippine sizable services sector combined with the robust growth of high bandwidth usage industries have
resulted in strong demand for enterprise wired connectivity services. According to MPA, the Philippines enterprise
wired connectivity market has grown at a CAGR of 14.1% from US$474 million in 2015 to US$802 million in
2019, 1.5x faster than GDP growth over the same period. Nonetheless, the Philippine enterprise market remains
under-penetrated than the other Southeast Asian countries, with enterprise market size as a percentage of GDP
standing at 0.18% in year 2018, as compared to Malaysia, Thailand and Indonesia at 0.30%, 0.23% and 0.19%,
respectively in the same year.
Exhibit 47: Enterprise Wired Connectivity Market Size (US$ MM)
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Source: MPA analysis based on PSA and company filings

The Philippine enterprise wired connectivity market can be largely segmented into local data and business
broadband. Business broadband is the largest segment of the enterprise wired connectivity market and has grown
at a CAGR of 13.8% from US$357 million in 2015 to US$599 million in 2019. The local data segment has grown
from US$79 million in 2015 to US$134 million in 2019 at a CAGR of 14.0%. The international wholesale
connectivity segment is primarily served by the two major Philippines telecommunication operators. Growth is
therefore constrained relative to that of the local connectivity market due to the relative lack of alternative
providers.
Fixed telecommunication operators cover a variety of enterprise clients, including (i) large enterprises with
multiple offices and generally are ranked among the top 5,000 corporations in the Philippines by revenues, (ii)
corporates who are next 5,000 largest corporations in the Philippines after the large enterprises and (iii) SMEs and
other small clients with a single site with 10 to 199 employees and micro-SMEs with 10 or less employees. The
demand of enterprise customers varies based on the corporate type and size. Single-site customers normally
request standardized solutions with guaranteed speed and are less sensitive to speed volatility and service level,
whereas large enterprises request customized solutions, regional or global connectivity, and dedicated support. As
service requirements become more complicated, the customer stickiness increases and their price sensitivity
decreases accordingly.
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•
•
•
•
•

Requirements: Voice, IDD, internet, local / international data connectivity and IT services
Customised solutions, some of which are vertical specific
Guaranteed service levels and dedicated support required
Large network footprints may be required
Regional / global contracts with global connectivity demand

• Requirements: Voice, IDD, internet, local connectivity and IT services
• Primarily standard solutions, with occasional customisation needs
• Guaranteed service levels

• Requirements: Voice, IDD, broadband, simple IT solutions
• Standard solutions, best to be packaged in bundles
• Less stringent requirements on service levels – better than consumer products

Large
Enterprises

Corporate

SME

Source: MPA analysis

Demand drivers for the enterprise wired connectivity market
Key Takeaways
•

The Philippines enterprise wired connectivity market continues to be underpinned by significant sector
tailwinds, driving significant demand for connectivity services.
The key drivers of the enterprise wired connectivity market include increasing data demand for corporate
ICT services such as big data and cloud computing, growing prevalence of multi-location operation and
distributed working and increasing usage of bandwidth intensive applications such a video conferencing
platforms.

•

MPA believes the enterprise wired connectivity market is experiencing significant industry tailwinds including:
• Increasing ICT adoption: Supported by the general growth in business and the number of enterprises,
ICT adoption has correspondingly increased, leading to an uptake of links by enterprises. At the same
time, the increase in IT budget in larger enterprises is also increasing demand for local data as they carry
out IT initiatives to increase productivity and IT adoption. Larger enterprises’ outsourcing non-critical
applications with the increased IT budget has also in turn catalyzed the IT adoption in downstream
companies.
•

Digitalization of operations: In response to the rise of the digital economy in the Philippines, enterprises
in the Philippines are driven to embrace digital transformation. Large enterprises are often the catalyst
for the digitalization of the industry value chain, forcing suppliers and business partners to likewise invest
in technology to ensure seamless information flows. The result is the emergence of digital ecosystems
where networks of trading partners are becoming more interconnected. This can be seen especially in
some of the country’s largest diversified conglomerates, and in the consumer goods, logistics, and
financial services sectors. While enterprises in Philippines have historically moved slowly to embrace
digitalization (2019 per capita expenditure on internet consumer categories is 50% of the level in
Vietnam), recent surveys indicate that Philippine companies are in the midst of adopting digital
technology, driving demand for broadband and local data connectivity.

•

Increased cloud adoption: Philippine companies are migrating workloads and data to the cloud to
manage costs and improve service delivery. Business applications such as enterprise resource planning
and customer relationship management packages offered in the local market are now mostly cloud-based.
To experience the full benefits of the cloud, enterprises are expected to upgrade their internet and data
connectivity and to sign up for additional circuits for sufficient network redundancy.
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•

Increasing number of multi-location enterprises: As businesses grow, companies are likely to expand
into new regions or set up new sites. In order to facilitate seamless site-to-site connection for employees
and to unify the IT infrastructure, security integrity, and cloud resources across branch offices and the
headquarters, enterprises will need to adopt multi-site networks. With the number of enterprises having
multi-sites increasing, the demand for local data connectivity has thus increased in parallel.

•

Growing prevalence of distributed working: Enterprises in the Philippines have increasingly adopted
more flexible and distributed working models. This has been accelerated by the COVID-19 community
quarantine and resulting work-from-home (WFH) arrangements. In the Enterprise Survey, 83% of
corporates indicated that they recognize the importance of WFH initiatives to ensure competitiveness in
the future. In order to maintain business continuity, some corporates are opting to pay for their
employees’ internet connectivity costs to enable WFH arrangements during ECQ. In the Enterprise
Survey, 72% of corporates indicated that they are paying for all or part of employees’ internet
connectivity costs during ECQ. MPA expects increased demand from enterprises for increased
bandwidth capacity, VPN and security as WFH arrangements are expected to remain a permanent fixture
even post-lockdown.

Exhibit 48: % of organizations indicating importance of
WFH initiatives to ensure organization competitiveness
in the future (N = 36)

Exhibit 49: % of organizations paying for all or part of
employees internet connectivity during ECQ (N=36)

83%

No
28%

Important

11%

6%

Helpful

Not Important

Yes
72%

Source: Enterprise Survey

•

Increasing usage of bandwidth-intensive applications: Enterprises are increasingly using video
conferencing platforms for communications because they are an efficient way to collaborate and work
together visually from different locations, particularly in the current work-from-home environment. For
the enterprise sector, video conferencing offers features such as screen-sharing, multi-party connections
and full-size high resolution displays, all of which require more bandwidth and low latency. As users
become accustomed to better quality video experience, the need for broadband services with higher
bandwidth and lower latency will increase. For instance, vendors of video communications solutions are
already recommending broadband connections of at least 100 Mbps to deliver high quality video.

Enterprise wired connectivity market expected to experience robust growth
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Key Takeaways
•

The enterprise market is expected to grow at a CAGR of 14.6% from 2020 to 2025 driven by a
combination of increasing bandwidth consumption and employee usage intensity, demand for improved
and extended service offerings such as SLA based contracts and dedicated lines, continued demand for
leased line and VPN services and increasing proportion on broadband spend.

MPA expects that the following factors contribute to enterprise wired-connectivity market growth:
• Growing number of enterprises: The Philippines enterprise market continues to grow strongly on the
back of a rapidly growing economy. The Philippines has seen an increase in the number of enterprises
(excluding micro businesses) from 95k in 2016, to 125k in 2019, a CAGR of 9.5%. While the COVID19 crisis has caused a temporary slowdown, MPA expects the total number of enterprises to continue
growing healthily at a CAGR of 7.3% from 111k in 2020 to 158k enterprises by 2025. Growth is expected
to be driven by high-bandwidth usage industries.
•

High bandwidth enterprises are growing faster than market: The proportion of employees in high
bandwidth usage intensity industries is expected to grow at a faster rate than low and medium bandwidth
usage intensity industries, from 31% in 2019 to 36% by 2025.

•

Increasing provisioned broadband capacity per employee: Average provisioned broadband usage per
employee has doubled over the last few years, growing from 1.0Mbit /s per employee in 2015 to 2.2Mbit
/s per employee in 2019. MPA expects this to accelerate to 6.0 Mbit /s per employee by 2025.

•

Increasing demand for dedicated lines: MPA also expects increasing number of enterprises seeking to
establish dedicated lines to ensure network reliability and reduce latency. In the Enterprise Survey, 83%
of enterprises using non-dedicated lines indicated they were likely to switch to dedicated lines.

•

Shift to SLA based contracts: MPA expects that as connectivity increasingly becomes critical to
businesses, demand from enterprises for higher internet speeds with lower latency and fewer outages will
increase. This in turn will result in enterprises shifting away from a “best efforts” (a la residential) to
SLA based contracts which are yield higher ARPU.

•

Enterprises increasingly demanding more advanced connectivity solutions: MPA expects the
proportion of enterprises (excluding SMEs) with advanced connectivity solutions (services other than
basic broadband connectivity services) will continue to increase from 63% in 2019 to 85% by 2025

Exhibit 50: Increasing bandwidth usage per employee

Exhibit 51: Rising demand for higher-ARPU Services

(Mbit/s)

Enterprise Survey (N=36)
+2.7

6.0

NonDedicated

Mix

2.2
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2019

17%
6%
77%

of Enterprise
Surveyed

2025

Source: Enterprise Survey

Exhibit 52: Breakdown of Employees by Bandwidth Usage Intensity
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17% Not Likely
83%
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to Dedicated Lines

31.0%

36.4%

69.0%

63.6%

2019

Low / Medium

2025E

High

MPA expects the COVID-19 crisis will result in enterprises recognizing the increasing importance of reliable,
high-speed internet connectivity. In the Enterprise Survey, 92% of enterprise respondents indicated that their
business would be severely impacted and/or critical operations would cease if they lost internet connection during
the ECQ period. A further 5% indicated moderate impact with only 3% indicating minimal impact.
While the enterprise market is expected to decline slightly in 2020, the combination of growing number of
enterprises, latent demand for connectivity and growing appetite for improved and extended product offerings
will continue to contribute to the growth of the enterprise wired connectivity market at a 14.6% CAGR from
US$758 million in 2020 to US$1,500 million in 2025.
Exhibit 53: Enterprise Wired Connectivity Market Size Projections (US$ MM)
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Source: MPA analysis based on PSA

The business broadband segment is expected to grow at a 14.8% CAGR from US$553 million in 2020 to
US$1,105 million in 2025. MPA expects that growth will be driven by continued uptake by enterprises migrating
from xDSL or HFC connections to fiber and ICT-enabled businesses migrating to higher-ARPU SLA-bound
contracts and dedicated internet lines as their requirement for higher capacity with low latency grows.
The local data segment is expected to grow at a 16.1% CAGR from US$125 million in 2020 to US$262 million
in 2025. As enterprises see increasing business volume and digitalize their operations, the demand for faster,
higher quality data connections and additional links will drive growth of this segment. Additionally, MPA expects
that there will also be demand from mobile operators for fiber backhaul links as they deploy cell sites nationwide.
The international wholesale segment is expected to grow at a 10.6% CAGR from US$80 million in 2020 to
US$132 million in 2025, driven primarily by the increase in OTT content demand. This will arise from both
increased mobile data demand and more importantly from the increased penetration of fixed broadband residential
services. MPA expects that the rate of data consumption across home and enterprises will outpace the rate OTT
providers are on-shoring data storage (which reduces international traffic).
Historically underserved wired enterprise wired connectivity market
Key Takeaways
•

The enterprise wired connectivity market has historically been underserved, particularly the corporate
and SME segments.

Despite the robust growth historically, MPA believes that the enterprise wired connectivity market has been
underserved with the market characterized by (1) a lack of credible alternatives to meet the needs of large
enterprise customers who typically require access to multiple ISP providers for redundancy and back-up support;
as well as (2) insufficient infrastructure to provide network access to the majority of SMEs and microbusinesses.
Unmet service level and product offering needs: Large enterprise customers tend to be prioritized by operators
given their higher revenue potential per customer. Corporate customers also require enterprise-grade services and
personalized service, but may not been able to receive the required service levels or product offerings that meet
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their needs given the lower revenue potential compared to large enterprises. The SME segment and the microSME segment are arguably the most underserved. Of the total MSMEs in the Philippines today, MPA estimates
68% do not have internet access while a further 20% do not have access to high-speed fixed broadband services.
Insufficient infrastructure: Apart from the network infrastructure, Philippines infrastructure in terms of content
management, processing capabilities, and access to data center facilities are also insufficient relative to the number
of enterprises requiring connectivity. While the number of data centers in the country is on par with its ASEAN
peers, they tend to be at suboptimum sizes due to the unavailability of adequate power supply for capacities over
4,000 racks. The Philippines also has a very low level of secure internet servers, placing it in line with countries
like Cambodia and Myanmar. In 2019, Philippines had almost 7,000 internet users per internet server as compared
to Thailand and Vietnam at 600 and 400, respectively.
Lack of reliable redundancy providers: Most large enterprises would require a 2nd or 3rd or even a 4th or 5th ISP
provider to provide sufficient network redundancy as their businesses scale. However, with few players in the
market, there are insufficient options of redundancy ISP providers, where some areas may only have the limited
presence of only one operator. In the Enterprise Survey, the majority of large enterprise and corporate customers
consider connectivity as a mission-critical need and therefore require two or more providers to meet their
requirements for redundancy and back-up support. With few players in the market, there is a lack of reliable
redundancy providers to meet these businesses needs for redundancy, with many areas in the Philippines serviced
by only one or two enterprise operators.
Exhibit 54: Breakdown of large enterprise and corporate customers by number of ISPs used
Segment
Number of ISP
Large enterprise and
Providers
Large enterprise (N=11)
Corporate (N=15)
corporate (N=26)
1

27%

73%

54%

2-3

18%

27%

23%

4

45%

-

19%

5 and more

9%

-

4%

Source: Enterprise Survey

Overview of key enterprise wired connectivity players in the Philippines
Key Takeaways
•

•

•

PLDT, Globe and Converge ICT have 51%, 32% and 7% of revenue market share in 2019, respectively.
From 2016 to 2019, Converge’s enterprise business has grown ~3.3x faster than the overall market
growth rate. This has further accelerated in 1H2019 to 1H2020, where Converge’s enterprise business
grew 10.1x faster than the overall market, making them the fastest-growing enterprise fixed broadband
operator in the Philippines.
Enterprise customers increasingly seek bespoke service offerings and superior customer service.
However, most major operators typically provide a “one-size-fits-all” service offering, which has resulted
in corporate customers and SMEs being underserved. This has created an opportunity for emerging
enterprise broadband operators to meet customers’ bespoke needs and to gain market share
Converge has gained a strong foothold in the enterprise market by being a credible provider of network
redundancy. Through its agility, flexibility and superior customer service, it aims to increase its share of
wallet of enterprise customers over time.

PLDT and Globe command 51% and 32% of revenue market share in 2019, respectively, by offering vertically
integrated solutions to enterprise customers. There are few players of meaningful scale operating in the Philippine
enterprise market, and as such, the Philippine enterprise market has lacked credible alternative providers to satisfy
market demand. There is substantial and rapidly growing demand for wired connectivity solutions in the
Philippines, making this an attractive market for existing and new players to grow.
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Converge has become as a credible enterprise player and has gained a strong foothold of the market through its
differentiated product and service proposition. As of 2019, Converge had an estimated 7% revenue market share
of the enterprise wired connectivity market and is the third-largest enterprise broadband operator in the
Philippines. Converge’s share of the enterprise wired connectivity market continued to grow, achieving 8%
revenue market share for 1H2020. From 2016 to 2019, Converge’s enterprise business grew 3.3x faster than the
overall market which has further increased to 3.6x between 2016 to the last twelve months ending June 30, 2020.
Between 1H2019 to 1H2020, Converge’s enterprise business grew 10.1x faster than the overall market, making
them the fastest-growing enterprise fixed broadband operator in the Philippines.
Exhibit 55: Philippines enterprise wired connectivity market size by player (US$ MM)
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Converge: Offers a broad range of connectivity services and solutions and is focused on industries that have high
bandwidth usage such as BPO, financial services and education. Converge serves the entire range of enterprise
from large enterprises to SMEs but is particularly adept at catering to corporate customers and SMEs due to its
flexibility, agility and superior customer service. Converge has a strong foothold in the BPO sector, serving the
top 10 BPO corporates in the Philippines by seats.
PLDT: Largest operator in the Philippines. Through the PLDT Enterprise and ePLDT brands, PLDT currently
serves the majority of enterprises and the SME businesses in the Philippines with a wide range of enterprise
solutions. It has contracts with most businesses in the country as a major provider of Public Switched Telephone
Network services. For business broadband, local data and other services, it is generally more focused on the large
to medium sized corporates.
Globe: 2nd largest operator by revenue in the Philippines serving both SME and enterprise customers under the
Globe for Business and Globe myBusiness brands. Similar to PLDT, Globe generally focuses on large to mediumsized corporates.
Converge is a key beneficiary of the enterprise wired connectivity market growth
Key Takeaways
•

Converge is well positioned to continue growing its presence within the enterprise wired connectivity
market. In a recent survey, Converge was acknowledged as a preferred provider for enterprises given its
strategy of offering tailored solutions to enterprise customers combined with superior customer service to
differentiate from other operators
Converge’s position as the preferred enterprise fixed broadband operator is further evidenced through the
MPA Survey results which demonstrate Converge customers ranking Converge ahead of industry on
product, customer service and affordability.

•

MPA believes that based on the characteristics and current status of the Philippines' enterprise wired connectivity
market, players in this market can achieve success and grow their market share by focusing on the following key
areas:
•

Product proposition: Ability to offer tailor-made product offerings that addresses customer’s specific
business requirements while remaining cost competitive.
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•
•

Customer service: Ability to offer a greater degree of personalized service (e.g. dedicated sales teams
and account managers) is critical to retain and deepen relationship and wallet share of a customer.
Network rollout capabilities: Operators who invest in establishing their own network, including a
nationwide backbone and international connectivity, thus eliminating dependence on other players, are
best positioned for growth.

Against this backdrop, MPA believes Converge is best positioned to benefit as they continue to roll out network
across Philippines. Converge serves the entire range of enterprise from large corporates to SMEs but is particularly
adept in the corporate (top 5,000-10,000 largest corporations) and SME (corporations with 10-199 employees)
segments due to its willingness to offer tailored products and solutions that allow customers to customize their
subscription packages to suit their specific needs. More importantly, Converge’s more nimble approach for
customer service has been critical in its ability to win customers.
The Enterprise Survey results showed that the top three criteria for enterprises when selecting a broadband
provider are product, affordability and customer service.
Exhibit 56: % of respondents who ranked each key purchasing criterion as their top 5

27.8% 28.9% 27.8% 26.8%

Product
All enterprises (N = 38)

24.8%

28.9% 25.9%
19.5%

19.5% 21.1% 20.4% 17.1%

Customer Service
Large enterprise (N = 12)

Corporates (N = 15)

Affordability
SME (N = 11)

Source: Enterprise Survey

Of the enterprises surveyed that are already using Converge, Converge ranked ahead of its peers
1.

Product: In particular with regards to ability to meet SLAs, 55% of customer rated Converge as superior
and 36% on par to other operators, according to MPA Survey.

2.

Customer service: Based on MPA Survey, 80% of customer rated Converge as superior and 10% on par
compared to other operators, in particular with regards to the use of dedicated account managers and the
more personalized service approach provided. MPA believes that Converge ranked well as customers
can call the key account manager directly if there is a problem instead of going through a general
customer services hotline, compared to other operators which mostly use general customer services and
partially outsource this function.

3.

Affordability: According to MPA Survey, 33% of customers rated Converge as superior and 56% on
par compared to other operators. MPA believes that this is a result of Converge offering a differentiated
value proposition through customized products and services that is generally perceived to be of good
value for money.

Converge’s position as the preferred enterprise provider is further evidenced through the MPA Survey which
demonstrate Converge customers with strong advocacy. Of the customers surveyed that are using Converge,
customers were highly likely to recommend Converge (rated 9.2 out of 10) compared to Operator 1 and Operator
2 rated at 6.3 and 7.6, respectively. Where customers did not use Converge due to service unavailability, 88% of
customers indicated that they would engage Converge as a provider if Converge’s services became available at
their business locations, based on the Enterprise Survey. Furthermore, in the MPA Survey, no Converge
respondent indicated that they are likely to switch away as their primary internet service provider in the next 24
months or when their contracts with us expire.
MPA believes that Converge is well positioned to continue its rapid growth traction in the enterprise wired
connectivity market, particularly as it continues to roll out its fiber network across Philippines.
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Going forward, MPA believes that there are still significant growth opportunities for Converge as they expand
their product offering from basic broadband and connectivity solutions. HKBN in Hong Kong is an example of a
fixed broadband operator gradually improved its product offering through organic and inorganic initiatives to
establish themselves as a well-rounded ICT solutions provider
Exhibit 57: Evolution of HKBN’s enterprise service offering
2004

Launches enterprise data services

2010 - 2011

HKBN expands corporate fibre network coverage to premier commercial
buildings (Layer 2 and Layer 3 business broadband and connectivity)

2013

Began offering cloud services

2015

Began offering data center services (through a joint venture with Towngas
Telecommunications Fixed Network Limited)

2016

Acquisition of New World Telecom whose services include international voice
services, data centre services, as well as other fixed line and broadband services

2018

Acquisition of WTT, the second largest enterprise telecom operator in Hong
Kong and ICG, a Managed Service Provider ("MSP") in cloud-powered solutions

2019

Acquisition of JOS, a system integrator and IT solutions provider
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SUPERIOR FINANCIAL PERFORMANCE OF CONVERGE
As a result of Converge’s focus on the fixed broadband market and its unique network rollout capabilities,
Converge has been able to roll out its network more rapidly than its peers. In the 12 months ending 30 June 2020,
Converge added up to 2,020 homes passed, more than two times that of the next highest peer with a homes passed
addition of 900. Coupled with its strengths in both the residential and enterprise segments, Converge has displayed
superior financial performance, growing significantly faster than its peers locally and regionally. Between
FY2017-19, Converge grew 76%, higher than that of Time dotCom (14%), HKBN (11%), Link Net (5%), Globe
(5%), PLDT (3%) and global peer average (2%) Between 1H2019-1H2020, Converge grew 65%, higher than that
of HKBN (14%), Time dotCom (11%), Link Net (8%), PLDT (7%), global peer average (1%) and Globe (-1%).
Converge was also able to maintain healthy Pro Forma Adjusted EBITDA margins of approximately 51% in FY19
and in the first half ending 30 June 2020, which was higher than a majority of its peers. In FY19, it was largely
comparable to the EBITDA margins of Globe (51%) and PLDT (50%), and higher than those of Time dotcom
(44%), HKBN (41%) and global peer average (38%). Link Net’s EBITDA margin was slightly higher at 58%
given its strategy of focusing on the premium segment of the market. In the first half ending 30 June 2020, it was
largely comparable to the EBITDA margins of Link Net (54%), Globe (53%) and PLDT (52%), and higher than
those of Time dotcom (47%), global peer average (40%) and HKBN (29%).
The Company also has a relatively high return on invested capital (ROIC), calculated by dividing tax-adjusted
operating profit by the average sum of total capital. In the case of Philippine companies, tax-adjusted operating
profit assumes Philippine’s marginal corporate tax rate at 30%. Total capital is calculated as the sum of net debt
and total equity attributable to owners of the parent and non-controlling interests as at the end of the period
indicated. In the first half ending 30 June 2020, Converge generated an annualized ROIC of approximately 19%
which is higher than that of peers Link Net (17%), Globe (14%), Time dotCom (14%), PLDT (10%), global peer
average (56) and HKBN (4%).
Exhibit 58: Fixed broadband player homes passed additions (in thousands), LTM 1H20
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Exhibit 59: Fixed broadband player Revenue Growth, FY2017-19 CAGR
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Source: Company filings, MPA analysis

Exhibit 60: Fixed broadband player Revenue Growth, 1H19-1H20 Growth
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Exhibit 61: Fixed broadband player EBITDA Margin, FY19
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Exhibit 62: Fixed broadband player EBITDA Margin, 1H20
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Exhibit 63: Fixed broadband player ROIC, FY19
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Exhibit 64: Fixed broadband player ROIC,1H20 Annualized
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Exhibit 65: Fixed broadband player net leverage, LTM 1H20
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Notes:
1. Global peers include Charter Communications, Altice USA, Telenet, Liberty Global and Altice N.V.
2. Link Net data as of 1Q2020
3. MPA estimates for the period Dec-18 to Dec-19
4. Pro forma adjusted EBITDA
5. Proforma of WTT acquisition for 17A-19A CAGR; Excluded contribution of WTT and JOS for 1H19 – 1H20 growth calculation due to unavailability of data, revenue growth reflects
HKBN standalone revenue growth from 1H19 – 1H20
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ADDITIONAL REFERENCE MATERIALS
Exhibit 66: Household income by region 13
(PHP’000)
2018 # of
HH (MM)

2018

Average Monthly Household Income
2021(1)

2023(1)

Greater Manila
National Capital Region (NCR)
Region IV-A (CALABARZON)
Total

3.3
3.8
7.1

38
32
35

42
40
41

44
47
45

Regional Luzon
Region I (Ilocos Region)
Region III (Central Luzon)
Region V (Bicol Region)
Cordillera Administrative Region (CAR)
Total

1.2
2.8
1.3
0.4
5.7

24
28
20
29
25

29
31
25
37
30

33
33
29
43
33

Future Expansion
Region II (Cagayan Valley)
Region VI (Western Visayas)
Region VII (Central Visayas)
Region X (Northern Mindanao)
Region XVII (Mimaropa / Palawan)
Region VIII (Eastern Visayas)
Region IX (Zamboanga Peninsula)
Region XI (Davao Region)
Region XII (SOCCSKSARGEN)
Region XIII (Caraga)
Total

0.9
1.8
1.8
1.1
0.7
1.1
0.8
1.3
1.1
0.6
4.9

22
22
26
21
21
19
19
22
20
20
20

25
26
33
24
25
22
23
24
26
25
24

27
29
39
26
27
24
26
26
31
28
27

Region
Regions Converge Are Current Present In

Note:
1.Household income estimated based on historical 2015-18 CAGR; CAGR for each region - NCR: 2.7%; Calabarzon: 7.9%; Ilocos: 6.4%; Central Luzon 3.8%; Bicol:7.9%; CAR:
7.9%; Cagayan Valley: 3.8%; Western Visayas: 5.5%; Central Visayas: 8.8%; Northern Mindanao: 4.2%; Mimaropa: 5.1%; Eastern Visayas: 4.8%; Zamboanga: 6.2%; Davao: 2.7%;
Soccsksargen: 8.8%; Caraga: 7.0%

Exhibit 67: % of respondents that indicated bundling with landline or pay TV was a key purchasing criteria (N
= 1,186; Residential Survey)
Bundling with
Landline / Mobile
8%
Bundling not a key
purchase criteria
89%

Bundling with
pay TV
3%

Source: Residential Survey

Exhibit 68: Comparison between fiber broadband and 4G fixed wireless

13

2021E and 2023E household income based on historical household income data from Philippine Statistics Authority for illustration purposes
only and not a projection by MPA
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Fiber Broadband

4G Fixed Wireless


Data Caps
Value for Money
Connection Reliability
Network Congestion
Actual Speeds Delivered
Availability (Technology
Coverage)
Share of Net Adds (1H20)



Not required



Higher Mbps per unit cost with
no data caps



Supports high-bandwidth
activities



Highly scalable technology



Able to deliver advertised
speeds on a consistent basis







Practically required due to
spectrum limitation to achieve a
profitable site
Lower speed / $ spent with data
caps
Constrained capacity for high
bandwidth activities on a
profitable site
Network congestion issues as
user base scales
Speeds delivered vary depending
on network coverage and site
capacity

12%

87% 14

~4x availability 15

~0.6x availability 16

Source: MPA

With an explosion in demand for broadband services, MPA estimates that a significant amount of subscribers are
subscribing to FWA services simply due to the current unavailability for fiber services.
For those customers able to afford fiber broadband, MPA expects that a significant portion of existing FWA
subscribers will switch to fiber broadband once it is available to them given fiber broadband’s superiority when it
comes to speed, data usage, connection reliability and overall value for money.

14
FWA technology coverage is calculated as the average of PLDT and Globe’s latest disclosure on 4G nationwide coverage as at January
2020
15
Computed by dividing fiber broadband’s share of net subscriber additions in 1H2020 of 46% by its household coverage of 12% as at
December 2019. Computation of share of net subscriber additions do not include HFC/DSL subscribers
16

Computed by dividing FWA’s share of net subscriber additions in 1H2020 of 54% by its technology coverage of 87% as at December 2019.
Computation of share of net subscriber additions do not include HFC/DSL subscribers
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BUSINESS
We are the largest high-speed fixed broadband operator in the Philippines, by high-speed residential fixed
broadband subscriptions, with a 55% market share as of June 30, 2020, according to MPA. We are also the fastestgrowing fixed broadband operator in the Philippines, with our residential business capturing a 56.6% market share
of new subscriptions from January 1, 2018 to June 30, 2020 and our enterprise business growing at 3.6 times the
market between 2016 and the last 12 months ended June 30, 2020, according to MPA. Furthermore, we are the
only pure-play high-speed fixed broadband provider, with an exclusive focus on serving the Philippine fixed
broadband market, according to MPA.
Our Vision and Purpose
Mr. Dennis Anthony H. Uy, our CEO, and Ms. Maria Grace Y. Uy, our President and Chief Resources Officer
(together, the “Founders”) established Converge with a vision—to build a business focused on providing highspeed fixed broadband to millions of unserved and underserved households and businesses across the Philippines.
Our Founders assembled a world-class team of like-minded professionals, and together, built Converge into an
organization focused on becoming the market-leader in the high-speed fixed broadband market. This vision and
focus is deeply ingrained in our organization, and is the foundation of our key competitive advantages, including
the differentiated products and services that we offer and the extensive proprietary network that we build and
operate.
Our Differentiated Offering
We design our broadband packages to address our customers’ priorities for faster, more reliable internet at
affordable prices. The home broadband connections on our fiber network are approximately 2.2 times faster and
approximately 2.3 times more reliable than other providers, most of which still use legacy copper networks,
according to MPA. We believe that we were among the first in the market to provide unlimited data packages to
our residential customers in 2016, and among the first to offer add-on bandwidth to our residential customers in
2018 with the introduction of our “10Mbps for ₱99” package. In the June 2020 Residential Survey, we received
a net promoter score (“NPS”) of +83 for advocacy, compared to an average NPS of +33 for the other operators.
In the same survey, we also received a significantly higher score for customer loyalty and customer satisfaction.
In addition, we had an average monthly residential churn rate of 0.6% in 2019 and 0.7% in the first half of 2020,
which were lower than the industry baseline of approximately 1% to 2%, according to MPA.
We operate two businesses: (i) our residential business (“Residential Business”), which primarily offers highspeed fixed broadband internet services to our residential customers; and (ii) our enterprise business (“Enterprise
Business”), which offers high-speed fixed broadband internet services, private data network solutions, cloud and
colocation services and other connectivity solutions to our enterprise customers of varying sizes, industries and
types.
Our Proprietary Network
We own and operate the fastest-growing, end-to-end fiber network in the Philippines, which is also one of the
newest in the country, according to MPA. With over 35,000 kilometers of fiber as of June 30, 2020, our network
is among the most extensive in the country. Our network is comprised of a fiber backbone that stretches from the
northernmost tip of Luzon Island to its southernmost end, as well as a fiber distribution and last-mile network that
covers over 200 cities and municipalities across Luzon (including Metro Manila), as of June 30, 2020. Our
network reached approximately 4.1 million homes as of June 30, 2020 covering 28% of households in Luzon
(based on 14.4 million households in Luzon as of December 31, 2018, according to MPA). We currently operate
in the following regions of Luzon: Region 1 – Ilocos; Region 3 – Central Luzon; the National Capital Region;
Region 4A – Calabarzon; the Cordillera Administrative Region; and Region 5 – Bicol. Our network consists of
100% high-speed technologies, by enabling fixed broadband connections utilizing fiber-to-the-home (“FTTH”)
and hybrid fiber-coaxial (“HFC”) technologies.
In 2019, we commenced expanding our network beyond Luzon to the rest of the Philippines. We believe that we
are on track to substantially complete our primary nationwide backbone loop, which will connect Luzon, Visayas
and Mindanao, by 2021.
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Our Achievements
Our revenues grew at a CAGR of 69% between 2016 and 2019 and at a year-on-year growth of 65% in the first
half of 2020. Our Pro Forma Adjusted EBITDA margin was 51.0% in 2019 and 51.1%, in the first half of 2020,
and our return on invested capital (“ROIC”) was 19.7% in 2019 and 18.6% in the first half of 2020 (annualized).
We have, thus, had industry leading growth, margins and ROIC metrics.
For the year ended December 31, 2019, we reported ₱9,139.5 million (U.S.$183.3 million) of revenues and
₱4,665.2 million (U.S.$93.6 million) EBITDA on a pro forma and as adjusted basis. For the six months ended
June 30, 2020, our revenues were ₱6,489.9 million (U.S.$130.2 million) with EBITDA of ₱3,313.8 million
(U.S.$66.5 million).
We also maintain a strong and conservatively levered balance sheet, which we believe provides significant
financial flexibility for future growth. Our net debt (as measured by total debt less cash and cash equivalents) of
₱1,527.4 million (U.S.$30.6 million) as of June 30, 2020, representing a net leverage (measured by net debt as of
June 30, 2020 divided by EBITDA for the last 12 months ended June 30, 2020) of approximately 0.3 times,
provides us with sufficient headroom to execute our capital expenditure plans. As of June 30, 2020, we have also
secured up to ₱32,753.0 (U.S.$657.0 million) of long-term credit commitments from leading Philippine banks
which we believe are on attractive terms, including at an average all-in interest rate of approximately 5% as of the
date of this Prospectus.
KEY OPERATING INFORMATION
The table below sets out our key operating information for the periods indicated.
CAGR
(2016 2019)

For the year ended December 31,
2016

2017

2018

2019

For the six months ended June 30,
2019

Yearon-Year
Growth

2020

Residential Business
Revenues
(in millions) .........
FTTH ...................
HFC .....................

₱861.5
₱ 99
₱762

₱1,519.5
₱ 307
₱ 1,213

₱3,150.7
₱ 1,147
₱ 2,004

₱6,353.9
₱ 3,875
₱ 2,479

U.S.$127.5
U.S.$78
U.S.$50

95%
239%
48%

₱2,711.8
₱1,533.0
₱1,178.8

₱4,977.7
₱3,606.5
₱1,371.2

U.S.$99.9
U.S.$72.3
U.S.$27.5

84%
135%
16%

Customers ..........
FTTH ...................
HFC .....................

73,633
6,206
67,427

127,492
24,823
102,669

264,865
118,662
146,203

529,629
330,621
199,008

N/A
N/A
N/A

93%
276%
43%

381,343
208,879
172,464

731,563
512,597
218,966

N/A
N/A
N/A

92%
145%
27%

Homes Passed .....
FTTH(1) ................
HFC(2) .................

499,398
81,426
417,972

718,629
211,090
507,539

1,432,074
762,294
669,780

3,221,743
2,423,944
797,799

N/A
N/A
N/A

86%
210%
24%

2,094,160
1,352,442
741,718

4,111,661
3,301,240
810,421

N/A
N/A
N/A

96%
144%
9%

Ports ...................
FTTH(3) ...............
HFC(4) ..................

458,685
40,713
417,972

613,084
105,545
507,539

1,050,927
381,147
669,780

2,009,771
1,211,972
797,799

N/A
N/A
N/A

64%
210%
24%

1,417,939
676,221
741,718

2,461,041
1,650,620
810,421

N/A
N/A
N/A

74%
144%
9%

Household
Coverage (%)(5) ..

2

3

6

13

N/A

N/A

8

17

N/A

N/A

ARPU ...............
FTTH ...................
HFC .....................

N/A
N/A
N/A

₱1,191
₱1,561
₱1,124

₱1,178
₱1,293
₱1,112

₱1,293
₱1,399
₱1,155

U.S.$26
U.S.$28
U.S.$23

N/A
N/A
N/A

₱1,343
₱1,491
₱1,191

₱1,270
₱1,384
₱1,041

U.S.$26
U.S.$28
U.S.$21

(5)%
(7)%
(13)%

Customer Churn (7)
(%) .......................
FTTH ...................
HFC .....................

1.56
N/A
N/A

1.44
0.23
1.62

1.27
0.22
1.77

0.62
0.27
0.97

N/A
N/A
N/A

N/A
N/A
N/A

0.79
0.18
1.37

0.71
0.54
1.10

N/A
N/A
N/A

N/A
N/A
N/A

Revenues
(in millions) .........

₱1,032.5

₱1,420.7

₱1,903.9

₱2,785.6

U.S.$55.9

39%

₱1,230.5

₱1,512.2

U.S.$30.3

23%

Customers ...........

4,292

6,043

6,539

10,083

N/A

33%

8,883

10,498

N/A

18%

ARPU ...............

N/A

₱22,319

₱24,857

₱27,462

U.S.$551

N/A

₱26,438

₱24,491

U.S.$491

(7)%

Customer Churn (9)
(%) ......................

N/A

N/A

N/A

0.2%

N/A

N/A

0.1%

0.5%

N/A

N/A

(6)

Enterprise Business

(8)
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Notes:
(1) FTTH homes passed is derived from the number of homes within a 300-meter radius from a network access point (“NAP”) that we have installed in a coverage
area. Each NAP has eight ports, and one port serves one home.
(2) HFC homes passed refers to the number of homes and other residential units that are within a 200-meter radius from our HFC ports, and can be connected to
our network.
(3) The number of FTTH ports installed represents both activated FTTH connections and ports available for immediate activation once a new subscription is
approved. There are eight ports available in each NAP installed.
(4) The number of HFC ports installed represents refers to a slot on a network device allowing for the transmission of data between our HFC network and the
equipment at the customer premises.
(5) Household coverage is calculated as total homes passed over total number of homes in the Philippines, which is 24.8 million as of 2019, according to MPA.
(6) Monthly ARPU for our Residential Business is calculated by dividing (i) the revenue generated during a period by (ii) the average number of subscribers during
that period, then dividing the quotient by the number of months during that period. The average number of subscribers during a period, is calculated by the sum of
the subscribers at the beginning and at the end of the period, divided by two.
(7) Blended churn rate refers to the combined FTTH and HFC churn rate. Churn rate for our Residential Business is calculated by dividing (i) the sum of the number
of permanent subscriber discontinuations in a month, by (ii) the average number of subscribers during the respective month and multiplying the result by 100%.
The average number of subscribers during a month, is calculated by the sum of the subscribers at the beginning and at the end of the month, divided by two.
(8) ARPU for our Enterprise Business is calculated by dividing (i) the revenue generated during a period by (ii) the average number of enterprise users during that
period, then dividing the quotient by the number of months during that period. The average number of enterprise users during a period, is calculated by the sum of
the enterprise users at the beginning and at the end of the period, divided by two
(9) Customer churn rate for our Enterprise Business is calculated by dividing (i) the sum of the number of permanent customer deactivations in a month, by (ii) the
average number of customers during the respective month and multiplying the result by 100%. The average number of customers during a month is calculated by
the sum of the circuits at the beginning and at the end of the month, divided by two.

RECENT DEVELOPMENTS
Secured proprietary access to 5Tbps of international bandwidth capacity on two major intra-Asia networks
In August 2020, we entered into an agreement with Telstra International Limited to purchase 5 Tbps of
international bandwidth capacity, providing a 15-year IRU on two major intra-Asia networks for an attractive
cost. This 5 Tbps of bandwidth capacity is equivalent to approximately seven times our current leased bandwidth
capacity, and has been priced at an aggregate unit cost that is meaningfully lower compared to our average
contracted lease costs at present. This IRU is subject to certain conditions.
This transaction is consistent with our strategy of forming partnerships with global carriers to secure proprietary
access to bandwidth capacity on certain key international network routes. Going forward, Converge intends to
continue to secure proprietary access to international bandwidth capacity through similar agreements with other
international carriers, which can provide us with significant cost savings.
High Capacity Backbone
In July 2020, we activated the Philippines’ first 400GB metro backbone utilizing industry-leading optical solutions
from a United States-based networking systems, services, and software company. This deployment provides us
with a programmable, dynamic setup of connections that increases adaptability and resiliency. The metro
backbone can further be scaled to higher 800GB capacity to support future growth.
Secured term sheets for an additional ₱10 billion (U.S.$200.6 million) of long-term credit facilities with two
major Philippine banks
In August 2020, we entered into term sheets with two Philippine banks for two long-term credit facilities with an
aggregate amount of ₱10 billion (U.S.$200.6 million). Each credit facility is for an unsecured, 7-year term loan
of ₱5 billion (U.S.$100.3 million). Each loan will be available for drawdown for at least 12 months following the
signing of the definitive facility agreement, and will have a term of seven years from the first drawdown date.
Interest would be payable quarterly in arrears and the principal would be payable in equal quarterly installments
commencing after a grace period of two years from drawdown. Each loan bears interest equivalent to the BVAL
benchmark rate prevailing at drawdown plus a spread. Each term sheet contemplates an indicative interest rate
(assuming drawdown at the date of this Prospectus) of approximately 5% per annum. As of the date of this
Prospectus, the definitive facility agreements are being prepared and are expected to be executed in the fourth
quarter of 2020.
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A new normal has emerged due to COVID-19, driving a permanent paradigm shift in connectivity
requirements
In response to COVID-19, the Government implemented measures and regulations to mitigate the transmission
of the disease. Metro Manila and other regions in the Philippines were placed under enhanced community
quarantine (“ECQ”) which imposed strict stay-at-home measures with exceptions only for essential activities,
such as access to basic necessities, food and health services. The ECQ in Metro Manila was in effect from March
17, 2020 until May 15, 2020, and was later adjusted to the modified enhanced community quarantine (“MECQ”)
from May 16, 2020 to May 31, 2020. On June 1, 2020, Metro Manila was placed under general community
quarantine (“GCQ”) and was subsequently placed under MECQ again from August 4, 2020 to August 18, 2020.
As of the date of this Prospectus, the quarantine classification of Metro Manila is GCQ.
COVID-19 has further accelerated the demand for fixed broadband and is driving a permanent paradigm shift in
connectivity requirements, according to MPA. At the onset of COVID-19, approximately two-thirds of
respondents of the Residential Survey reported a 30% or more increase in home internet usage, and approximately
45% of respondents reported a 30% or more increase in home internet spending. Over time, a new normal has
begun to emerge, under which households are implementing back-up home connectivity arrangements as workfrom-home (“WFH”) and online-learning arrangements set in as more long-term or permanent features of
everyday life. Over 80% respondents in the Enterprise Survey believe that WFH arrangements would remain
important going forward, even after the lifting of mandatory stay-at-home orders, and over 70% of businesses
surveyed are willing to subsidize their employees’ home broadband expenses in light of these ongoing WFH
arrangements. Under this new normal, MPA estimates that an average household could potentially require up to
480GB of internet data per month to function optimally, and according to MPA, such requirement of a typical
household can only be met through high-speed broadband with a minimum speeds of 25Mbps, which is what our
entry-level fiber plan provides. See “Risk Factors—Risks Relating to Our Business—Public health crises or
outbreaks of diseases could have an adverse effect on economic activity in the Philippines, and could materially
and adversely affect our business, financial condition and results of operations” on page 60.
STRENGTHS AND STRATEGIES
Strengths
Market leader in the Philippine high-speed fixed broadband market, a market with significant existing
unserved demand and which is at an inflection point.
We are the largest high-speed fixed broadband operator in the Philippines, by high-speed residential fixed
broadband subscriptions, with a 55% market share as of June 30, 2020, according to MPA. We are also the fastestgrowing fixed broadband operator in the Philippines, with our Residential Business capturing a 56.6% market
share of new subscriptions from January 1, 2018 to June 30, 2020.
The Philippine fixed broadband market has significant connectivity needs that are currently underserved. This
market has historically been served by two major operators that have been primarily focused on providing mobile
connectivity. Based on publicly-available data, mobile services represented approximately 62% of their total
revenues for the year ended December 31, 2019, compared to fixed broadband which accounts for approximately
27% of their total revenues, according to MPA. As of December 31, 2019, these operators each had tens of millions
of mobile customers to service and maintain, and 54% of these subscribers were still using 2G and 3G networks,
compared to 49%, 37%, and 39% for Indonesia, Malaysia and Thailand, respectively, according to MPA. These
operators will need to significantly upgrade their existing mobile networks to satisfy the growing bandwidth
demands of their mobile customers, according to MPA. We believe that these operators will continue to be focused
on sustaining their core mobile business and serving their core mobile subscriber base.
Given this backdrop, investments in broadband infrastructure have been inadequate, with limited network
coverage and legacy DSL technologies still being widely used, according to MPA. Fixed broadband penetration
in the Philippines trails significantly behind that of regional peers, with penetration rates of only 14% overall and
only 6% on high-speed broadband—the former compared to 59%, 44% and 38% for Vietnam, Thailand, and
Malaysia, respectively, and the latter compared to 28%, 27% and 26% for Vietnam, Thailand, and Malaysia,
respectively, as of December 31, 2019, according to MPA. This is despite the fact that 75% of Philippine
households were able to afford fiber broadband at an entry price of approximately U.S.$30 (₱1,500) per month
(including 12% VAT), as of December 31, 2019, according to MPA. As a result, Philippine consumers (i)
experience slower internet speeds, with an average fixed broadband speed of only 24 Mbps, compared to 150
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Mbps, 80 Mbps and 43 Mbps for Thailand, Malaysia and Vietnam, respectively and (ii) experience less reliable
connections compared to such countries, as of March 2020, according to MPA.
This is despite the fact that the Philippines has very significant and rapidly growing demand for broadband
connectivity, underpinned by the following drivers:
•

The country’s large estimated population of 109 million with a median age of 25.7 (December 31, 2020
estimate) are among the youngest and among the most internet-savvy in Asia, according to MPA.
Filipinos spend more time on the internet, at nearly 10 hours per day, and on social media, at nearly 4
hours per day, than in Indonesia, Thailand, Malaysia and Vietnam in 2019, according to MPA.
Furthermore, internet usage has shifted increasingly towards data consumption, with Filipinos estimated
to have consumed 50% of their video content online in 2019, increasing from 20% in 2015, according to
MPA.

•

The Philippines is home to a thriving technology-enabled services industry, including a world-class BPO
sector that ranks second in the world after India, for which connectivity is essential to meeting customers’
expectations, according to MPA. This is fueling multi-sector growth such as in retail and financial
services, and supporting rising disposable income per capita for its workers, according to MPA.

•

The Philippine overseas Filipino worker (“OFW”) population is the largest in Southeast Asia as of
December 31, 2019, which drives significant spending on high-speed and reliable connectivity in order
to communicate and stay connected with family and friends, often utilizing data-heavy live video
platforms, according to MPA. OFW remittance to the Philippines, amounting to U.S.$30 billion or 8%
of the country’s GDP in 2019, was more than that of any other Southeast Asian nation for the same
period, both in absolute and per capita terms, according to MPA.

•

The need for high-speed fixed broadband has amplified following the onset of COVID-19, and the growth
in demand has accelerated as the new social norms of social distancing and WFH have set in. According
to the Residential Survey, approximately 66% and 43% of respondents, respectively, reported a 30% or
more increase in home internet usage and spending during the ECQ period. In addition, according to the
Enterprise Survey, over 80% and 70% of respondents, respectively, indicated that WFH would remain
in place going forward, even after the end of the ECQ period, and that their businesses would be willing
to cover their employees’ home internet expenses in light of WFH.

These supply-demand dynamics have given rise to significant unserved demand for fixed broadband services. In
2019, unserved demand for residential fixed broadband is estimated to be as large as U.S.$4.2 billion in revenues,
which is 4.3 times the fixed broadband market size of approximately U.S.$1 billion in revenues, according to
MPA. The total addressable market is forecasted to grow by another U.S.$1.7 billion in revenues to reach U.S.$6.9
billion in revenues by year-end 2025, based on MPA estimates. We believe that the significant scale of such
unserved demand serves as fertile ground for multiple operators in the market, especially Converge, to thrive, and
provides a multi-year runway for these operators to grow rapidly. See “Risk Factors—Risks relating to the
Philippines—Public health crises or outbreaks of diseases could have an adverse effect on economic activity in
the Philippines, and could materially and adversely affect our business, financial condition and results of
operations; —Risks relating to the Philippines—Our business activities and assets are based in the Philippines,
therefore, any downturn in the Philippine economy could have a material adverse impact on our business,
financial condition, results of operations, and prospects.” See also “Business—Recent Developments—A new
normal has emerged due to COVID-19, driving a permanent paradigm shift in connectivity requirements.”
We believe that the Philippine fixed broadband market is currently at an inflection point, with Converge, in
particular, serving as a catalyst for market growth as it continues to lead efforts to address current unserved
demand. Broadband subscriptions have recently begun to increase significantly, and we expect this trend to
accelerate over the next five years, following the trajectory that other comparable Asian countries (such as
Thailand) experienced in the last five years, according to MPA. In addition, the Philippines crossed the GDP per
capita threshold of U.S.$3,000, which typically marks a turning point for consumption growth, according to MPA.
We expect demand for broadband subscriptions to increase as supply continues to meet the significant latent
demand. Fiber broadband penetration in the Philippines is expected to triple from an estimate of 9% for 2020 to
27% by 2025, according to MPA.
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Focused exclusively on the Philippine high-speed fixed broadband market as a pure-play fixed broadband
operator
We are the only pure-play fixed broadband provider with an exclusive focus on serving the Philippine fixed
broadband market, according to MPA. Our Founders, CEO Mr. Dennis Anthony H. Uy and President and Chief
Resources Officer, Ms. Maria Grace Y. Uy, established and expanded Converge with a vision—to build a business
dedicated to providing high-speed fixed broadband access to millions of unserved and underserved households
and businesses across the Philippines. Our organization has been focused on understanding and serving the needs
of fixed broadband customers. As a result, we believe that we are well-positioned to grow our subscriber base as
we continue to expand our coverage and deepen our presence. Furthermore, we are not constrained by legacy
infrastructure or dated service models, which we believe makes us more agile and adept at anticipating and
addressing customer needs.
This vision is supported and shared by our professional management team, who have an average of 28 years of
relevant experience with major multinational companies such as Globe Telecom, NTT DOCOMO, IBM, General
Electric, Morgan Stanley and PwC. Under their stewardship, we have achieved significant scale: for 2019, our
Pro Forma Adjusted EBITDA was ₱4,665.2 million (U.S.$93.6 million) and for the six months ended June 30,
2020, our EBITDA was ₱3,313.8 million (U.S.$66.5 million), respectively. We have also delivered marketleading revenue growth (CAGR of 69% from 2016 to 2019 and 65% year-on-year growth in the first half of 2020),
profitability (51.0% Pro Forma Adjusted EBITDA margin for 2019 and 51.1% EBITDA margin for the six months
ended June 30, 2020) and capital efficiency (19.7% and 18.6% ROIC for 2019 and for the six months ended June
30, 2020 (annualized), respectively). This compares favorably to the average of selected comparable peers in the
industry with revenue growth of 4.8% 17, EBITDA margin and ROIC for 2019 of 44.5% and 9.5%, respectively,
and EBITDA margin and annualized ROIC of 43.2%, and 9.0% 18 for the six months ended June 30, 2020,
respectively, according to MPA.
Our vision and exclusive focus on the fixed broadband market are deeply ingrained in our organization, which we
believe permeates all aspects of our operations, including our network rollout, product and service offerings, sales
and customer service.
•

Network Rollout: Our rollout strategy is executed by our experienced construction management
company, MetroWorks ICT Construction, Inc. (“MetroWorks”). As a wholly-owned subsidiary of
Converge, MetroWorks is fully dedicated to serving Converge as its sole customer. Through
MetroWorks, we retain full visibility over our end-to-end network design and rollout functions that
allows us to anticipate the needs of our customers, and tailor and execute our network rollout plans. For
example, in anticipation of our subscribers’ preference for faster internet speeds, since early 2018, we
have strategically prioritized FTTH roll-outs and approximately 90% of the ports rolled out since early
2019 have been FTTH ports. FTTH is the latest available technology in the market that is capable of
delivering fast internet speeds and is the more predominant type of network used in advanced markets.

•

Product Offering: We design our offerings to meet the evolving demands of our customers. In 2017, we
launched our flagship entry-level FTTH product, FiberX 1500, which is tailored specifically for the
middle-income Philippine household that forms the core of our target customer base. The FiberX 1500
plan provides maximum download speeds of 25Mbps with no data caps, at a price point of ₱1,500 per
month (approximately U.S.$30, inclusive of VAT), which we believe optimally meets our target
customers’ priorities for internet speed, connection reliability and value for money. The plan’s popularity
is evident in its subscriber base, which has grown almost 19 times from approximately 25,000 as of
December 31, 2017 to approximately 465,000 as of June 30, 2020. In addition, we believe that we were
among the first in the market to remove data caps on residential packages in 2016 and among the first to
introduce bandwidth add-ons for our residential subscribers in 2018.

•

Residential Sales: For our Residential Business, we employ a multi-channel (offline and online) sales
strategy that is tailored to penetrate different sub-markets in the fixed broadband market. In particular,
we have been uniquely able to attract new customers through word-of-mouth advocacy, including via
our “Member-Get-Member” customer referral program. According to the Residential Survey, we
received an NPS of +83, compared to an average NPS of +33 for the other operators, with NPS being a
measure of the likeliness that a subscriber will recommend its broadband provider to their family, friends
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and colleagues. According to the Residential Survey, 58% our existing customers first heard about us
from word-of-mouth publicity, and 84% are likely to recommend Converge to others.
•

Residential Customer Service: Our goal is to provide our residential customers with a seamless
experience across the customer journey from customer onboarding through installation, bill payment,
and customer care. We are focused on leveraging technology and user-friendly online tools to improve
the customer journey, which in turn reduces customer effort, increases customer satisfaction, reduces
costs and enables scale. For example, we designed an online self-service portal, GoFiber.ph (formerly
iConverge), which allows potential customers and subscribers to interact with us directly and apply, pay
for, and manage, their subscription online. We recently launched our mobile application, Converge
Xperience App, which is geared towards simplifying and enhancing our customers’ billing, status
monitoring, and aftersales customer experience.

•

Enterprise Solutions and Services: We employ sales strategies tailored to different classes of Enterprise
Business customers. These include: (i) sales teams for Large Enterprises that are organized around a set
of high-priority industry verticals such as BPO, financial services and retail that enable our account
managers to gain a deeper understanding of industry-specific requirements and (ii) sales teams for our
Corporate and SME sales teams that are more geographically focused, to be able to quickly attend to
customers’ requirements at a local level. For example, we responded to a tender by a multilateral
institution for direct internet access by designing a tailored solution that met the client’s needs and
implementing such design within a tight timeline.

Superior offering rooted in a deep understanding of customers’ priorities
We believe that our deep understanding of our customers’ needs and priorities is key to our success, which has
translated into the significant growth of our residential customer and revenue base. Our residential subscriber base
grew tenfold, between 2016 and June 30, 2020 and our residential revenue base increased at a CAGR of 95%
between 2016 and 2019 and at a year-on-year growth rate of 84% in the first half of 2020. We believe that this
growth was driven by our ability to attract high-quality subscribers from both sources—first-time fixed broadband
users and subscribers switching from other operators—as well as maintaining high subscriber retention rates,
while sustaining average revenue per user (“ARPUs”) at healthy levels.
The Residential Survey showed that we outperformed other providers across the top criteria that customers
consider in choosing operators and products: internet speed, connection reliability, perception of affordability and
customer service.
•

Speed: We provide connections that were approximately 2.2 times faster than our competitors, according
to MPA. As of February 2020, we were ranked by Netflix as the #1 internet service provider in terms of
speed and performance during prime-time hours for 40 months consecutively.

•

Connection Reliability: We provide connections that were approximately 2.3 times more reliable than
our peers, according to MPA. In addition, 67% of surveyed Converge subscribers rarely experienced any
downtime, which is significantly higher than the experience of other operators’ customers.

•

Perception of Affordability: Surveyed subscribers also perceived us to be more affordable. We received
the highest rating of 8.3 out of 10 for affordability, which is 17% higher than other operators, according
to MPA.

•

Customer Service: We believe that we provide superior customer service across the customer lifecycle
and surveyed subscribers were more satisfied with our customer service than that of other operators,
including higher satisfaction on installation time and faster resolution rate in resolving reported issues.

As a result, respondents of the Residential Survey rated us highest on key measures of satisfaction, loyalty and
advocacy than those of our peers. Respondents rated Converge highest for:
•

Satisfaction, with an overall satisfaction rating that was 17% higher than those of other operators and a
value-for-money perception rating that was 18% higher than those of other operators;
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•

Loyalty, with a likeliness of churning that is only one eighth that of other operators, and being the
overwhelming choice for subscribers contemplating a switch, with 60% of respondents contemplating a
switch indicating a preference to switch to Converge;

•

Advocacy, with an NPS of +83, compared to an average NPS of +33 for other operators. In addition,
72% of non-Converge respondents indicated that they would subscribe to Converge once our service
becomes available in their area.

As a result of our service proposition, we have been able to (a) add customers quickly, (b) maintain low churn
rates and (c) maintain a healthy ARPU level.
•

Subscriber growth: We continue to be the fastest-growing fixed broadband operator in the country,
consistently capturing a majority market share of new residential fixed broadband subscriptions since
2018 (55% in 2018, 56% in 2019 and 58% in the first half of 2020), according to MPA. This growth was
primarily driven by our unique ability to attract customers who are subscribing to fixed broadband
services for the first time, with these first-time subscribers comprising the majority of our new gross
subscriber additions since 2018. Notably, in the first half of 2020 and for the month of July 2020, over
approximately 82% and approximately 92%, respectively, of our gross subscriber additions in Metro
Manila and South Luzon were first-time users of fixed broadband.

•

Retention: Our monthly residential churn rate was 0.6% in 2019 and 0.7% in the first half of 2020,
compared to the industry baseline of approximately 1% to 2%, according to MPA. We believe that the
low churn rate reflects our customers’ positive experience with our service and our ability to meet or
exceed our customers’ expectations on product quality, value for money and customer service.

•

ARPU: Our Residential Business ARPU steadily increased from ₱1,191 in 2017 to ₱1,270 in the first
half of 2020, primarily driven by (i) the increasing contribution of FTTH subscribers in our customer
mix, as our FTTH subscribers generally have a higher ARPU than our HFC subscribers, and (ii) the
upselling of premium packages, such as our FiberXtreme packages, or add-on products, such as our
popular “10-for-99” product which allows our FiberX 1500 subscribers to add 10Mbps of bandwidth for
an additional service fee of ₱99 per month.

An extensive and proprietary end-to-end fiber infrastructure, with in-house expertise in network rollout
We own and operate a proprietary, end-to-end fiber network in the Philippines that extends from the backbone to
the last mile. We have invested significant capital, including an aggregate of approximately ₱26.7 billion
(U.S.$535.6 million) in 2016 through June 30, 2020, in order to primarily build out our fiber network. At over
35,000 kilometers in length as of June 30, 2020, and with an average age of fiber of 1.0 year as of June 30, 2020,
our fiber network is among the most extensive and newest in the Philippines, according to MPA. Our network is
comprised of a fiber backbone that stretches from the northernmost tip of Luzon Island to its southernmost end
with extensions to Visayas and Mindanao underway and on-track to be completed by 2021, as well as a fiber
distribution and last-mile network that spans over 200 cities and municipalities across Luzon, including Metro
Manila, the nation’s capital, as of June 30, 2020. Our network covered in aggregate approximately 4.1 million
homes passed, covering 28% of households in Luzon (based on 14.4 million households in Luzon as of December
31, 2018, according to MPA) and 17% of households nationwide (based on 24.8 million households nationwide
as of December 31, 2019, according to MPA).
As of June 30, 2020, our high-speed network, which is comprised of 87% FTTH and 13% HFC (based on the total
length of our deployed network), is technologically superior to the broadband networks of the other operators,
which are predominantly copper, according to MPA. Home broadband connections provided on our fiber network
can offer speeds that are up to 100 times faster than those provided on the legacy copper networks of the other
operators, according to MPA. Moreover, we are building our nationwide backbone with ample capacity, with
seven-way micro ducts each equipped with up to 144 fiber pairs, of which only two are anticipated to be utilized
in the next five years. We believe that the additional capacity will accommodate future demand. In addition, we
believe that our backbone is designed to be resilient, with a ring architecture and route diversity, allowing highly
reliable connections. This enables us to provide a significant step-up in maximum speeds (up to 1 Gbps, 40 times
more than that provided under our flagship entry-level fiber plan, FiberX 1500), while maintaining high
connection reliability and without requiring a costly retrofit as we scale our network.
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MetroWorks is core to our ability to build a proprietary end-to-end fiber infrastructure that differentiates us from
other industry players, according to MPA. As a wholly-owned subsidiary of Converge, MetroWorks is fully
dedicated to serving Converge as its sole customer. Through MetroWorks, we retain full control over our end-toend strategic network design and rollout planning functions. We believe MetroWorks is core to our ability to
execute our network rollout at a faster pace and a lower cost than the industry, as well as to maintain strong quality
control.
We work directly with more than 100 full turnkey contractors (“FTK”) and semi-turnkey contractors (“STK”) to
carry out construction of our nationwide fiber network, and we manage these contractors in-house. We employ
among the latest and most specialized network construction technologies, including horizontal directional drilling
(“HDD”) technology (to install cable underground through a vertical hole instead of digging a trench on the
surface) and microtrenching (“MT”) technology (to install cable underground by creating a trench that is generally
not more than two inches wide and not more than two feet deep, minimizing any disturbance on the surface). We
ensure quality controls through direct regular preventive maintenance and inspection of our fiber network and
optoelectronic equipment. Most other industry players, at the moment, outsource such activities to FTK
contractors, according to MPA. See “Risk Factors—Risks Relating to Our Business—We are subject to certain
risks in respect of the rollout and maintenance of our network” on page 48.
Well-positioned to serve a fast-growing and underserved enterprise market
The Philippine enterprise fixed broadband market is significant and fast-growing, underpinned by substantial and
rapidly-growing demand for fixed broadband from Philippine businesses, particularly those in the services sector,
where internet access is critical. The country has a thriving services industry that contributed 61% of GDP in
2019, including a world-class BPO sector that is the second largest in the world after India, according to MPA.
These industries are growing at a rapid pace and have higher broadband demand than other industries, according
to MPA. Furthermore, to keep pace with the rise of the digital economy in the country, Philippine businesses are
requiring more of their employees to be connected, and are procuring higher-bandwidth, higher-quality and more
holistic connectivity solutions for their employees, according to MPA.
Yet, across all enterprise segments, this demand remains underserved, according to MPA. For larger businesses
with complex connectivity needs including the requirements for redundancy and back-up support, there is an
undersupply of reliable alternative providers, with many areas in the Philippines serviced by only one or two
enterprise operators, according to MPA. For smaller businesses with simpler connectivity requirements but for
whom connectivity represents a critical need, many are unserved with more than two thirds of all MSMEs
(microbusinesses and SMEs) not having access to fixed broadband in 2019, according to MPA. As a result, there
is significant market opportunity to address underserved demand and in doing so, catalyze market growth, and
therefore, MPA expects that the enterprise market would double from U.S.$788 million in revenues in 2019 to
U.S.$1.5 billion in revenues in 2025.
We believe that our enterprise platform is strategically structured to address this underserved demand, and enables
us to effectively acquire, service and grow with our customers over time.
•

Acquiring new customers: We organize our Enterprise Business around our four main target customer
groups: Large Enterprises, Corporates, SMEs, and Wholesale, and have tailored our customer acquisition
strategy to uniquely address the needs of each customer group. For our Large Enterprise, Corporate and
Wholesale segments, we have domain and industry experts serving as key account managers dedicated
to our customers. For our SMEs segment, we take an approach more similar to our Residential Business
by providing them a suite of value-for-money connectivity options, all of which provide high-speed and
high reliability connections, and come with dedicated 24-hour service desk and support teams and certain
guaranteed service level agreements (“SLAs”).

•

Serving our customers: According to the Enterprise Survey, Converge has been able to deliver in areas
that matter most for customers: Converge rates the highest in product quality (in terms of ability to meet
SLAs) as well as customer service (in terms of ability to provide high-touch, personalized and responsive
customer service). Meanwhile, Converge also rates on par with its enterprise peers in terms of value for
money, which we believe underscores the strength of our product offering and the quality of our customer
service.

•

Growing with our customers: Through our key account managers, we build and nurture our
relationships with enterprise customers over the long-term, and leveraging on the strength of such
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relationships, we seek to grow with our customers as their footprint and their workforce expand, and as
their operations become increasingly complex. According to the Enterprise Survey, respondents
indicated that they are extremely likely to recommend us to their colleagues (scoring us 9.2 out of 10, on
average), which we believe highlights our ability to grow our wallet-share with our enterprise customers
over time.
As a result of our core strengths and the implementation of our strategies, our Enterprise Business has outpaced
overall market growth by 3.6 times between 2016 and the last 12 months ended June 30, 2020, according to MPA,
resulting in our market share (in terms of enterprise revenues) increasing from 3.6% as of December 31, 2016 to
7.6% in June 30, 2020, according to MPA. In addition, we have successfully grown our enterprise subscriber base
at a CAGR of 33% between 2016 and 2019, and has continued to grow by 18% year-on-year in the first half of
2020, while maintaining healthy ARPUs. We believe that as we continue to gain market share in the enterprise
market, our credibility and brand recognition would strengthen, which in turn will drive more business referrals.
Industry-leading growth, profitability and capital efficiency, combined with a healthy balance sheet
We have a consistent track record of delivering profitable growth:
•

Our Residential Business has delivered market-leading subscriber and revenue growth since 2016. Our
residential subscriptions have increased by 10 times since 2016, from 73,633 subscribers as of December
31, 2016 to 731,563 subscribers as of June 30, 2020. As of June 30, 2020, we are the largest provider of
high-speed residential fixed broadband services by number of subscriptions with a 55% market share,
according to MPA. The ARPU of our Residential Business has remained steady since 2017 and revenues
from our Residential Business increased from ₱861.5 million in 2016 to ₱6,353.9 million (U.S.$127.5
million) in 2019 and ₱4,977.7 million (U.S.$99.9 million) in the first half of 2020, representing a CAGR
of 95% between 2016 and 2019 and a year-on-year growth rate of 84% in the first half of 2020.

•

Our Enterprise Business has also delivered market-leading growth between 2016 and the last 12 months
ended June 30, 2020, over which period, we have outpaced overall market growth by 3.6 times, making
us the fastest-growing enterprise broadband operator in the Philippines, according to MPA. Our
enterprise revenues increased from ₱1,032.5 million in 2016 to ₱2,785.6 million (U.S.$55.9 million) in
2019 and ₱1,512.2 million (U.S.$30.3 million) in the first half of 2020, representing a CAGR of 39%
between 2016 and 2019 (3.3 times market growth, according to MPA) and a year-on-year growth rate of
23% in the first half of 2020 (10.1 times market growth, according to MPA), solidifying our position as
a top-three enterprise broadband operator in the Philippines, according to MPA.

•

Taken together, our revenues increased at a CAGR of 69% from ₱1,894.0 million in 2016 to ₱9,139.5
million (U.S.$183.3 million) in 2019, and achieved a year-on-year growth of 65% from ₱3,942.4 million
in the first half of 2019 to ₱6,489.9 million (U.S.$ 130.2 million) in the first half of 2020. Our EBITDA
grew from ₱893.7 million in 2016 to ₱4,665.2 million (U.S.$93.6 million) in 2019, on a pro forma and
as adjusted basis, and to ₱3,313.8 million (U.S.$66.5 million) in the first half of 2020. We had Pro Forma
Adjusted EBITDA margin of 51.0% in 2019 and EBITDA margin of 51.1% in the first half of 2020,
which compared favorably to the average of selected comparable peers of 44.5% and 43.2% over the
corresponding periods, according to MPA.

In addition, we have adopted a disciplined approach in deploying capital to expand our fiber network, focusing
on capital efficiency to ensure consistently high ROIC. Our network rollout plans are based on anticipated demand
in each geographical area, so that we can reasonably ensure that sufficient service take-up will occur soon after
an area is ready for service. We also tightly coordinate our sales activities with network deployment, deploying
sales teams to areas just as fiber is about to be deployed. We also monitor the penetration of our homes passed
and their “vintage” – the month or period in which ports are rolled out and are subsequently utilized to provide
services to our customers, and we believe that we have continuously become more efficient at matching the
deployment of ports against take-up demand from our customers. As of June 30, 2020, we have achieved port
take-up rates approaching approximately 60% within three years and approximately 40% within 12 months, which
are four times faster than the industry, according to MPA. Notably, our latest vintages are seeing significantly
faster subscriber take-up. For example, our 2019 vintage ports were taken-up by subscribers at a pace that is nearly
twice as fast as the pace for our 2016 vintage ports. As a result, we had an ROIC of 19.7% and 18.6% for the year
ended December 31, 2019 and for the six months ended June 30, 2020 (annualized), respectively, which was
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higher than the average of selected comparable peers ROIC of 9.5% and 9.0% 19, for 2019 and the first half of
2020 (annualized), respectively, according to MPA.
We also maintain a strong and conservatively levered balance sheet, which we believe provides significant
financial flexibility for future growth. Our net debt (as measured by total debt less cash and cash equivalents) of
₱1,527.4 million (U.S.$30.6 million) as of June 30, 2020, representing a net leverage (measured by net debt as of
June 30, 2020 divided by EBITDA for the last 12 months ended June 30, 2020) of approximately 0.3 times,
provides us with sufficient headroom to execute our capital expenditure plans. As of June 30, 2020, we have also
secured up to ₱32,753.0 (U.S.$657.0 million) of long-term credit commitments from leading local banks with
attractive terms, which we believe fully funds our capital expenditure plans for the next several years.
Strategies
Build a nationwide high-speed fixed broadband network to maintain our market leadership position in the
Philippines
We believe that there is significant potential in the Philippine high-speed fixed broadband market and we will
continue to aggressively pursue this attractive “blue-ocean” market opportunity by securing a first mover’s
advantage in unserved and underserved areas on a nationwide basis.
•

We are currently expanding our domestic backbone from Luzon to Visayas and Mindanao and we expect
to provide nationwide backbone infrastructure coverage by 2021. Once completed, we believe that our
domestic backbone will be the newest, most extensive all-fiber broadband backbone in the Philippines,
which we believe will be a significant strategic advantage. Other operators have been renewing and
expanding their domestic backbone on an incremental basis, and have to operate and manage legacy
infrastructure resulting in greater complexity and cost. We are building our backbone with a highly
scalable architecture.

•

We are building our backbone network with ample capacity, with seven-way micro ducts each equipped
with up to 144 fiber pairs, of which only two-way micro ducts are anticipated to be utilized in the next
five years. In addition, we believe that our backbone is designed to be resilient and is built with
redundancy, with a ring architecture and route diversity, allowing highly reliable connections.

From the backbone, we will continue to expand our distribution and last-mile networks to existing and new
coverage areas. We have adopted a two-pronged strategy—“Go Deep” and “Go National”—for our distribution
and last-mile expansion.
•

Under our “Go Deep” strategy, we plan to deepen our penetration in existing coverage areas where we
believe there remains significant potential to increase our customer base. There are approximately 14.4
million households in Luzon (as of December 31, 2018, according to MPA), of which we have only
covered 28% as of June 30, 2020. We will continue to employ a disciplined and data and demand-driven
approach in deploying capital, with our network rollout and sales teams performing coordinated analyses
to assess the level of underserved demand within our coverage areas, and to identify key sub-localities
where coverage gaps still exist.

•

Under our “Go National” strategy, we plan to expand into new coverage areas across the Philippine
archipelago, first expanding into Cebu City in Visayas and strategically entering into other new markets
and submarkets in Visayas and Mindanao as we complete our nationwide backbone. In the same
disciplined manner in which we expanded into new locations in the past, we will apply a similar approach
as we continue to evaluate opportunities to enter into new cities by performing data-driven capital
efficiency analyses with the objective of meeting our internal ROIC hurdles for any network expansion
into new cities. There are hundreds of attractive pockets of demand in Visayas and Mindanao, including
Cebu City and Davao City, which are the second and third largest cities in the Philippines respectively.
These regions are generally not well-served or not covered by other operators, making them highly
attractive markets for Converge to expand into. We expect most new subscribers in these areas to be firsttime high-speed fixed broadband subscribers.
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We also plan to continue expanding our international connectivity and secure additional proprietary access to
international subsea-cable infrastructure linking the Philippines with key regional hub markets. In August 2020,
we entered into an agreement with Telstra International Limited to purchase 5 Tbps of international bandwidth
capacity, providing a 15-year IRU on two major intra-Asia networks for an attractive cost. This 5 Tbps of
bandwidth capacity is equivalent to approximately seven times our current leased bandwidth capacity, and has
been priced at an aggregate unit cost that is meaningfully lower compared to our average contracted lease costs at
present. This IRU is subject to certain conditions. We believe that the strategic position of the Philippines, which
is centrally located between the key high-bandwidth markets of China, Southeast Asia, North Asia and the U.S.,
makes the archipelago an ideal gateway for subsea cable projects in the Asia-Pacific region.
Drive strong network take-up by leveraging a proven customer acquisition strategy
We plan to continue employing proven and effective customer acquisition strategies as we continue to expand our
network on a nationwide basis in order to further grow our customer and revenue base, while maintaining strong
profitability and ROIC.
•

Across our existing network coverage areas, our sales team will continue to focus on executing our Go
Deep strategy. In particular, our sales efforts will continue to be primarily focused on and targeted at
driving further subscriber take-up of our inventory of available ports that are already built and ready for
service. As of June 30, 2020, we have a stock of approximately 1.7 million of such available ports, which
if fully taken-up by subscribers, would yield close to an additional 1.7 million customers without the
need for further capital expenditure deployment. To that end, we have set-up a dedicated “SWAT taskforce,” reporting directly to our Head of Residential Business and our Chief Strategy Officer, which is
exclusively focused on driving utilization across our existing network, especially our older-vintage rollouts. These efforts are supplemented by our marketing team who are continuing to execute bespoke
marketing initiatives, such as on-the-ground marketing campaigns, targeted at specific submarkets or
localities where there is a high concentration of available ports. We believe that any effort to drive
subscriber take-up of available ports would be highly accretive to our ROIC.

•

As we expand our network coverage into new areas, our sales team will continue to focus on executing
our Go National strategy. We are continuing efforts to expand our sales and services organization beyond
Luzon to Visayas and Mindanao in order to continue to acquire customers on a nationwide basis. Our
customer acquisition teams are typically deployed months ahead of any new supply of port inventory
becoming available in a new area—there, they will engage in pre-marketing or early-stage marketing to
ensure that the new ports are taken-up rapidly soon after they become operational. Historically, we have
been able to acquire customers with minimal marketing expense. Going forward, we will continue to be
selective and efficient in our marketing spend as we work towards driving rapid take-up across new areas.
We plan to execute bespoke on-the-ground branding efforts (e.g., out-of-home advertising in new
coverage areas), supplemented with targeted digital marketing campaigns (e.g., by leveraging local social
media influencers)—with the dual-goal of building brand awareness and driving word-of-mouth
advocacy across new coverage areas.

Across both existing and new coverage areas, we intend to continue to leverage, and further refine our
differentiated and multi-pronged approach to customer acquisition, which have proved to be highly effective to
date.
•

In urban centers, we will continue to focus on utilizing our tele-digital sales channels (e.g., our website,
online portal, app and social media pages etc.) to drive new subscriptions, given their lower customer
acquisition cost compared to other sales channels. As we continue our digital transformation, we aim to
make subscribing even easier and more seamless for our customers, for example, by allowing customers
to complete the end-to-end sign-up, onboarding and activation process online. We have seen a surge in
online sign-ups since March 2020, in tandem with a broader, market-wide shift towards e-commerce,
which trend has been significantly accelerated since the onset of COVID-19. Between the months of
January to June 2020, the nationwide sales contribution from our tele-digital sales platform rose from
23.5% to 35.1%. We believe that leveraging our in-house sales team would also allow us to continue to
take a more personalized, differentiated and targeted approach in customer acquisition, allowing us to
continue to attract high-quality customers at lower customer acquisition costs.

•

In more regional areas, we will continue to leverage on our third-party sales channels, as well as our
business centers, to drive new subscriptions. We anticipate that we will be able to attract a steady supply
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of sales agents (who generally work with us on an exclusive basis) as we believe that our product offering
and subscriber growth give them the opportunity and incentive to complete larger volumes of sales and
earn a commensurate amount of service fees. We will continue to be selective in establishing partnerships
with sales agencies by implementing stringent vetting processes and will continue to focus on
maintaining strong relationships with sales agencies who deliver strong performance. Our third-party
sales force will continue to be supplemented by the business centers that we operate and manage inhouse. These business centers serve as “one-stop shops”, where in addition to subscribing to our
broadband services, customers can pay their bills, request for additional services or obtain other technical
assistance. These business centers tend to be popular among customers living in suburban areas or smaller
cities who continue to prefer to transact in person.
•

Across all locations, we also intend to capitalize on our growing reputation and brand recognition to
further drive word-of-mouth advocacy. In particular, we will focus on acquiring subscribers under our
customer referral program. According to the Residential Survey, a majority of our existing customers
heard about us for the first time through word-of-mouth advocacy, and we believe that there is
opportunity to further increase referrals made under our “Member-Get-Member” program. This is one of
our lowest cost-acquisition channels and can be an effective strategy to promote a positive feedback loop
to drive customer engagement and loyalty. Historically, we are have been uniquely able to attract new
customers through word-of-mouth advocacy, with respondents in the Residential Survey rating us highest
in terms of advocacy with a +83 NPS score, and with 72% of respondents indicating that they will switch
to us once our services become available at their locations. We believe that we can further leverage the
strength of our reputation and capitalize on our customers’ referrals and recommendations to drive
subscriber additions in a cost-efficient way.

We describe below two examples of our strategy to drive take-up:
•

Pampanga: One of our early successes in achieving rapid subscriber take-up was in Pampanga province
in Central Luzon. Pampanga, our Founders’ hometown and our first headquarters, is primarily engaged
in agriculture and is less affluent than Metro Manila, with approximately 600,000 households and
average household income of approximately U.S.$548 in 2018, according to data from the Philippine
Statistics Authority (“PSA data”). In 2017, we deployed approximately 20,000 ports and through the
concerted efforts of our sales and marketing teams, we achieved 50% port utilization within the first 12
months of deployment. We believe that we can replicate this quick take-up leveraging on the customer
acquisition strategies we have developed over the years.

•

Bicol Region: We have been able to achieve fast take-up rates even in among the most impoverished
regions in the Philippines, such as in the Bicol Region, which according to PSA data, has the second
lowest GDP per capita in the country. Within the Bicol Region, we recently rolled-out our fiber in the
municipality of Daet, which, according to PSA data, has more than 20% of the population living below
the poverty line. We deployed 8,000 fiber ports in Daet in the first half of 2019, on which we achieved a
utilization ratio of 50% within the first eight months of rollout. We believe that we will be able to replicate
or even surpass this rapid pace of take-up as we rollout in areas that are more affluent than our current
coverage areas.

Drive market-leading customer retention rates and residential ARPUs through improved product offerings and
customer service
We aim to maximize the revenue from our existing residential customer base and to improve overall ARPU
through upselling and cross-selling efforts.
•

Migration to higher-ARPU packages: We intend to continue to upsell higher speed broadband services
to existing customers. We believe that there is a significant opportunity to move subscribers to higher
speed packages, as approximately 90% of our FTTH residential subscribers as of June 30, 2020 are
currently subscribed to our entry-level FTTH plan, FiberX 1500. We also intend to continue to migrate
our existing HFC customers onto FTTH packages, with the latter being higher ARPU.

•

New product launches: We will continue to seek to improve our product and service offering in
anticipation of increasing customer expectations for faster, more reliable connections. We have been
among the first to bring several key new products to the market, and we intend to continue to innovate.
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•

Differentiated pricing strategies: We will continue to target different subscriber segments with
differentiated pricing strategies. For example, we plan to introduce a “Time of Day” product that allows
subscribers to modify their bandwidth (and corresponding price) to better match their actual usage
patterns. As such, subscribers who require more bandwidth on certain times (e.g., during business hours
under WFH arrangements) can upgrade their service for those particular times. We believe that in
addition to enhancing ARPU, this initiative will increase customer satisfaction and loyalty.

We intend to continue to implement initiatives aimed at maintaining and improving customer service. In
particular, we intend to intensify our digital transformation efforts, including efforts on:
•

Customer Onboarding: We intend to further digitize our customer onboarding process and to further
promote the use of our online self-service portals, enabling more customers to complete the end-to-end
customer onboarding process tele-digitally.

•

Bill Payment: We intend to further expand our payment options to include new digital payment channels
to offer a frictionless experience to digitally-savvy customers.

•

After-sales Services: We recently launched an after-sales mobile application, Converge Xperience, to
provide customers with a convenient way to manage their accounts, ask for help, order new circuits or
add-ons, pay their bills and access our knowledge base.

•

Customer Engagement: We have commenced efforts to improve our digital and social media presence
and engagement. We plan to actively engage with our subscribers on various social media channels and
online forums.

Further penetrate the enterprise market
We believe that the enterprise market represents a significant growth opportunity for us and we plan to further
penetrate the enterprise market by continuing to (i) leverage on our nationwide fiber network to provide expanded
coverage for our enterprise clients; (ii) drive new enterprise subscriptions through our proven and differentiated
sales and solutioning strategies; (iii) build customer satisfaction and loyalty by nurturing a long-term, symbiotic
relationship with each enterprise client; and (iv) increase our share of wallet with our enterprise customers over
time as their businesses grow and prosper, and their connectivity needs increase.
In tandem with our nationwide network rollout, we are continuing to expand our network coverage for our
Enterprise Business such that our services become accessible to an increasing pool of potential enterprise
customers. According to the Enterprise Survey, 88% of non-Converge enterprise respondents have indicated that
their businesses would subscribe to our enterprise services if we extended our network coverage to the locations
where their businesses operate. To that end, we are continuing to undertake a systematic effort to install our fiber
or “fiberize” the major commercial buildings key business hubs across the Philippines, in cooperation with some
of the largest commercial real estate operators in the country. As of June 30, 2020, we have signed agreements
that allow us to fiberize hundreds of commercial buildings in Metro Manila, where the nation’s capital is located,
where the majority of our Large Enterprise clients are headquartered. We also intend to collaborate with various
strategic parties such as major commercial real estate developers and building owners to jointly roll out last-mile
networks into their commercial properties as those properties are being developed.
With an expanded network coverage, we plan to grow our enterprise customer base by continuing to execute on
our proven strategies in marketing, sales and solutioning, not only in urban metropolitan centers but also in other
emerging business centers across the Philippines. We plan to continue to employ differentiated sales strategies
tailored to different classes of Enterprise Business customers. For our Large Enterprise segment, we plan to
continue to strengthen existing and develop new industry verticals, prioritized based on market potential, within
our sales organization. For our Corporate and SME segment, we will continue to expand our geographicallyfocused sales organization, to be able to quickly attend to customers’ requirements and employ bespoke customer
outreach programs as well as local sales blitzes at a district or even building level.
We will continue to focus on building long-term, symbiotic relationships with our customers in order to build
customer satisfaction and loyalty. Historically, we have been able to strengthen our partnerships with our
enterprise clients by delivering in areas that matter most to them: in the Enterprise Survey, we were rated highest
in product quality (in terms of our ability to meet SLAs) and customer service (in terms of our ability to provide
high-touch, personalized and responsive customer service). Going forward, we intend to further leverage the use
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of domain and industry experts as key account managers to serve as the single point of contact for our enterprise
clients. Additionally, we plan to “consumerize” our Enterprise Business by streamlining the end-to-end enterprise
customer journey, making each customer touch-point more seamless and straightforward. This will involve
investing in technology to enable self-service processes for enterprise customers and will require automation and
greater operational coordination to reduce variability in business processes.
Finally, leveraging on the strength of our customer relationships, we will seek to deepen our wallet share with
them as their businesses and their corresponding connectivity needs grow. We plan to continue to follow our
customers as they expand their footprint and their workforce, and provide more connectivity solutions to them.
We plan to continue to innovate and introduce tailored, fit-for-purpose solutions that would address our customers’
evolving needs. For example, since the onset of COVID-19, we assisted several enterprise customers with the
installation of broadband internet connections at their employees’ homes. Furthermore, we plan to continue to
build ecosystem-based partnerships with some of our largest and most strategic accounts, which will help us gain
access to our customers’ extensive branch or office networks and their ecosystem of customers, employees,
suppliers and distributors, in order to serve the connectivity needs of their entire value chain. For example, in the
case of a financial institution such as a bank, our relationship could begin with providing basic internet
connectivity solutions for its office headquarters, administrative office and other core banking operations.
Following this, we can introduce our private data network solutions to connect its bank branches, ATM networks
as well as its security network and the WFH requirements of its employees. Eventually, we will plan to provide
cloud solutions and other services that will feature the Converge brand, which the bank’s customers could then
consider for their own personal or business needs. Thus, we are able to expand our presence beyond the bank by
becoming a visible and integral part of the bank’s daily operations.
We believe that by executing a holistic suite of enterprise growth strategies, we will be able to capture a larger
share of the enterprise market that is proportional to our expanding network presence and growing residential
market share.
CORPORATE HISTORY AND STRUCTURE
The table below sets out our key milestones.
Setting-up the Foundations for Converge (2007 – 2011)
•

Our Founders incorporated Converge in Pampanga, a province in Luzon, with the primary purpose of
providing broadband internet and other connectivity services to residential and enterprise customers
nationwide.

•

Converge remained dormant until 2012 as it awaited the requisite licenses and approvals to operate.

2009

•

Republic Act No. 9707 granted Converge its franchise from the Philippine Congress to construct,
install, establish, operate and maintain telecommunications systems throughout the Philippine for a
term of 25 years.

2011

•

On June 24, 2011, the NTC issued a license for us to install, operate and maintain a nationwide
broadband internet network in the Philippines.

2007

The Converge Journey Begins (2012 – 2018)
2012

•

We commenced our fixed broadband internet operations in the month of June.

2013

•

We launched FTTH fixed broadband services and entered Metro Manila, the nation’s capital.

•

MetroWorks, our wholly-owned subsidiary since 2019, was incorporated to manage the network rollout.

2015

•

By December 31, 2015, we reached the milestone of having 50,000 residential subscribers.

2017

•

We surpassed the milestone of having 100,000 residential subscribers by July, with almost 130,000
residential subscribers by December 31, 2017.

As of December 31, 2012, 2013, 2014 and 2015, Converge had 28,409, 33,809, 40,645 and 51,161 subscribers
respectively.
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Converge Becomes a Leading Player (2019 – onwards)
2019

2020

•

We launched GoFiber.ph as part of our broader initiative to digitize the customer journey.

•

We commenced our efforts to “Go National” (beyond Luzon), kicking-off the construction of our
nationwide domestic backbone that will connect Luzon with Visayas and Mindanao.

•

We executed an agreement with Warburg Pincus for a U.S.$225 million primary investment (through
Coherent Cloud) into our Company to accelerate our nationwide network expansion plans

•

As part of the transaction, we completed a group reorganization to streamline our operations, which
resulted in MetroWorks becoming a wholly owned subsidiary of Converge.

•

By December 31, 2019, we surpassed the milestone of having 500,000 residential subscribers.

•

In May 2020, we added approximately 50,000 new residential subscribers.

•

By June 30, 2020, we had approximately 732,000 residential subscribers. We recorded our highest
numbers of single-month gross subscriber additions for three consecutive months in 2020, with
approximately 50,000 in May, approximately 60,000 in June, approximately 65,000 in July, and
between 65,000 and 70,000 expected in August.

Our simplified corporate structure as of June 30, 2020 is presented below:

Coherent Cloud
Investments B.V.
(incorporated in the Netherlands)

Comclark Network and
Technology Corporation

29.03%

70.97%

Converge Information and
Communications Technology
Solutions, Inc.

100.00%

99.00%*
Pentagon Holding Co.
Inc.(1)

Converge ICT Solutions
(Global) Limited(2)
(incorporated in Hong Kong)

99.99%
MetroWorks ICT
Construction, Inc.

Notes:
(1) The remaining 1% in Pentagon Holding Co. Inc. is owned by the Founders (with Dennis Anthony H. Uy and Maria Grace Y. Uy each
owning 0.5%).
(2) Converge ICT Solutions (Global) Limited is a newly-incorporated subsidiary. It was issued a Certificate of Incorporation by the Hong
Kong Companies Registry on March 3, 2020. Converge ICT Solutions (Global) Limited is registered as an internet service provider and for
management and investor relations services. The Company is its Founder Member.
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OUR BUSINESSES
We operate two businesses: (i) our Residential Business, which primarily offers high-speed fixed broadband
internet services to our residential customers; and (ii) our Enterprise Business, which offers high-speed fixed
broadband internet services, private data network solutions, cloud and colocation services, and other connectivity
solutions to enterprise customers of varying sizes, industries and types.
Historically, the majority of our revenue has been derived from our Residential Business. Revenues from our
Residential Business increased from ₱861.5 million in 2016 to ₱6,353.9 million (U.S.$127.5 million) in 2019 to
₱4,977.7 million (U.S.$99.9 million) in the first half of 2020, representing a CAGR of 95% between 2016 and
2019 and a year-on-year growth rate of 84% in the first half of 2020. Revenues from our Enterprise Business
increased at a CAGR of 39% between 2016 and 2019 to reach ₱2,785.6 million (U.S.$55.9 million) in 2019 and
grew 23% year-on-year in the first half of 2020 to reach ₱1,512.2 million (U.S.$30.3 million). The combined
revenue increased at a CAGR of 69% from ₱1,894.0 million in 2016 to ₱9,139.5 million (U.S.$183.3 million) for
2019, and grew 65% year-on-year the first half of 2020 to reach ₱6,489.9 million (U.S.$ 130.2 million).
The table below summarizes the revenue contribution of each business to our total revenues for the periods
indicated.

For the year ended December 31,
2016
2017
2018
2019
(in millions)
₱
U.S.$

CAGR
(20162019)

For the six months ended
June 30,
2019
2020
(in millions)
₱
U.S.$

Yearon-Year
Growth

Revenues
Residential
Business ...............
Enterprise
Business ...............

861.5

1,519.5

3,150.7

6,353.9

127.5

95

2,711.8

4,977.7

99.9

84

1,032.5

1,420.7

1,903.9

2,785.6

55.9

39

1,230.5

1,512.2

30.3

23

Total

1,894.0

2,940.2

5,054.6

9,139.5

183.3

69

3,942.4

6,489.9

130.2

65

%

%

OUR RESIDENTIAL BUSINESSES
Overview
Our Residential Business offers high-speed fixed broadband internet services, and other bundled or add-on
connectivity services to residential customers, through fiber access networks utilizing FTTH and HFC
technologies. See “—Our Proprietary Network.” While a substantial majority of our residential customers are
home users, some of these customers are microbusinesses, which are small-scale businesses with up to nine
employees, such as standalone restaurants, doctors’ clinics, boutique law firms, and mom and pop stores.
Our Residential Business has delivered market-leading subscriber and revenue growth since 2016. According to
MPA, we captured a 56.6% market share of new subscriptions from January 1, 2018 to June 30, 2020. Our
residential subscriptions have increased by 10 times since 2016, from 73,633 subscribers as of December 31, 2016
to 731,563 subscribers as of June 30, 2020. As of June 30, 2020, we are the largest provider of high-speed
residential fixed broadband services by number of subscriptions with a 55% market share, according to MPA. Our
monthly gross subscriber additions have increased from approximately 3,700 in December 2016 to approximately
22,700 in December 2019 and approximately 65,000 in July 2020. The ARPU of our Residential Business has
remained steady since 2017 and revenues from our Residential Business increased from ₱861.5 million in 2016
to ₱6,353.9 million (U.S.$127.5 million) in 2019 and ₱4,977.7 million (U.S.$99.9 million) in the first half of
2020, representing a CAGR of 95% between 2016 and 2019 and a year-on-year growth rate of 84% in the first
half of 2020.
The table below sets out the key operating and financial metrics of the Residential Business for the periods
indicated.
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CAGR
(2016 2019)

For the year ended December 31,
2016

2017

2018

Revenues (in
millions) ..................

₱861.5

₱1,519.5

₱3,150.7

Residential
Subscriptions ..........

73,633

127,492

ARPU(1) ...................

N/A

₱1,191

2019

For the six months ended
June 30,
2019

Yearon-Year
Growth

2020

₱6,353.9

U.S.$
127.5

95%

₱2,711.8

₱4,977.7

U.S.$
99.9

84%

264,865

529,629

N/A

93%

381,343

731,563

N/A

92%

₱1,178

₱1,293

U.S.$
25.9

N/A

₱1,343

₱1,270

U.S.$
25.5

(5)%

Residential Target Customer Groups
Our Residential Business customers typically belong to the middle-income or upper-income classes in the
Philippines, and we specifically target customers belonging to the middle-income classes. We believe that many
of these targeted households are young or millennial working families who tend to be tech savvy and heavy
internet users. As such, we believe that these households have both the means and the willingness to spend on
internet and would seek to prioritize internet speed and reliability and a strong “value for money” proposition. As
the middle-income households, our core market, become more affluent over time, we actively cross-sell and upsell
add-on services, upgrades and more premium products in order to increase our business with such customers.
Products and Services
The table below summarizes the primary product and service offerings of our Residential Business. Our subscriber
mix has evolved significantly since we made a strategic pivot to prioritize FTTH over HFC in early 2018. In 2017,
only 19% of our subscriber base was on FTTH, with the remaining 81% on HFC. As of June 30, 2020, 70% of
our subscriber base was on FTTH, and in the first half of 2020, 82% of our new subscribers opted for a FTTH
plan.

Plan
FTTH Technology
FiberX 1500
FiberX 2500
FiberX 3500
FiberXtreme 4500
FiberXtreme 7000
MicroBiz 2000
MicroBiz 3000

Speed

Data Package

Monthly Service
Fee (incl. VAT)

up to 25Mbps
up to 75Mbps
up to 150Mbps
up to 300Mbps
up to 500Mbps
up to 25Mbps
up to 50Mbps

No data caps
No data caps
No data caps
No data caps
No data caps
No data caps
No data caps

₱1,500
₱2,500
₱3,500
₱4,500
₱7,000
₱2,000
₱3,000

HFC Technology
Air Internet 1000
Air Internet 1250
Air Internet 1350

up to 5Mbps
up to 10Mbps
up to 15Mbps

No data caps
No data caps
No data caps

₱1,000
₱1,250
₱1,350

% Share of
Residential
Subscriber Base
(as of June 30, 2020)

70%

30%

We offer our residential customers a menu of 10 fiber broadband plans under three brands, providing customers
with a wide selection from which to choose a product that best suits their individual household or microbusiness
needs. These brands are as follows:
•

FiberX and FiberXtreme: We provide residential broadband services via FTTH connection under our
FiberX and FiberXtreme brands. Our flagship product, FiberX 1500, is our entry-level FTTH plan
tailored specifically for the middle-income Philippine household that forms the core of our target
customer base. The FiberX 1500 plan provides maximum download speeds of 25Mbps with no data caps,
at a price point of ₱1,500 per month (approximately U.S.$30 including VAT), which we believe
optimally meets our target customers’ priorities for internet quality and affordability. FiberX 1500 is our
most popular plan and has grown exponentially—the plan’s subscriber base has grown approximately 19
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times from approximately 25,000 as of December 31, 2017 to approximately 465,000 as of June 30,
2020, with approximately 90% of our FTTH residential customers subscribed to this plan as of June 30,
2020. Our other FiberX and FiberXtreme plans are premium home internet plans targeted at the massaffluent and affluent segments. These plans range from ₱2,500 per month for download speeds of up to
75Mbps to ₱7,000 per month for download speeds of up to 500Mbps, with no data caps. We believe that
the continued migration of our FiberX 1500 customers to more premium FiberX or FiberXtreme plans
would provide support to and increase our ARPU over time.
•

MicroBiz: We also provide FTTH-connected broadband services under our MicroBiz brand. These plans
are designed for, and primarily marketed to, microbusinesses, with our MicroBiz plans ranging from
₱2,000 per month for up to 25Mbps to ₱3,000 per month for up to 50Mbps, with no data caps. The
MicroBiz plans allow subscribers to have more users on the connection (for example, guest internet
access is permitted), and faster access to cached content than FiberX and FiberXtreme plans. They also
have certain guaranteed services and priority customer support.

•

Air Internet: Our Air Internet brand provides home broadband services via HFC connection, with fixed
monthly fee service plans ranging from ₱1,000 to ₱1,350 for maximum download speeds ranging from
5Mbps to 15Mbps, with no data caps. We expect to migrate a significant number of our Air Internet
subscribers to FTTH plans as we continue our FTTH rollout and market FTTH upgrades to these
subscribers. In line with our plans to focus exclusively on our FTTH rollout, we are discontinuing our
HFC rollout although we will continue to maintain our existing HFC network. We believe that the
migration from HFC to FTTH will also help us increase our ARPU. From time to time, we actively
pursue upselling campaigns to migrate our HFC subscribers to FTTH contracts. For example, in Central
Luzon, we successfully migrated more than 4,800 subscribers to FTTH during the year ended December
31, 2019, representing 3% of our average HFC subscriber base in that region during the same year.

To complement our products and services, we also offer a broad suite of add-on products and services. An
additional fee is charged on the subscriber’s monthly plan for these add-ons, enhancing our ARPU. Examples of
our add-ons include the following:
•

Speed Boosts: We provide speed boosts or bandwidth upgrades as add-on services. For example, in the
fourth quarter of 2018, we launched the “10-for-99” product, also referred to as the “1500 Plus” plan,
which allows our existing FiberX 1500 customers to enjoy additional 10 Mbps for an additional service
fee of ₱99 per month. The bandwidth upgrade was originally launched for a limited period and was relaunched in 2019 because of its popularity and to address customer demand for faster speeds. As of June
30, 2020, the take-up rate of our “10-for-99” product was approximately 14% nationwide and 18% in
Metro Manila.
We plan to continue introducing variations of such bandwidth upgrade campaigns to enhance our ARPU.
We plan to launch our “Time of Day” product in the second half of 2020 to provide subscribers the
opportunity to customize and adjust the speed available to them in accordance with their usage at a given
time. For example, subscribers who require more bandwidth during business hours under WFH
arrangements or during weekday school hours under online schooling arrangements can upgrade their
service for those particular times for an additional fee. We believe that in addition to enhancing ARPU,
this initiative will increase customer satisfaction and loyalty.

•

Pay TV: Through our marketing service arrangement with our pay TV affiliates, we offer pay TV as a
bundled service to internet subscribers who are on our Air Internet plans in select locations, for an
additional fixed monthly fee ranging from ₱299 to ₱699 for 81 to 170 TV channels respectively.

In addition, we provide various connectivity-enabled or enabling devices such as modems (FiberX Share), wifi
mesh systems (Seamless Whole Home WiFi), routers (the Game Changer) and security cameras (FiberScope).
All of our residential customers initially sign-up to fixed-term contracts for a 24-month period. At the time of
sign-up, our customers are required to pay a one-time installation fee and a one-month security deposit. With the
24-month contract and the security deposit, we are able to draw customers with high credit quality, maintain a
stable subscriber base and minimize churn. At the end of the initial 24-month contract, our residential customers
may opt to discontinue the service, sign a new contract or continue on their existing contract on a rolling basis
(following which time, they may terminate their subscriptions with effect from the end of their current billing
cycle). For the year ended December 31, 2019 and for the six months ended June 30, 2020, 99.1% and 99.7%,
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respectively, of our residential subscribers reaching the end of their 24-month contract continued to stay with us
after expiration of the initial contract period.
Customer Acquisition
We reach out to potential customers for our Residential Business through both third-party sales channels and
internal sales channels. Third-party sales channels that we utilize include (i) MSAs and (ii) MSPs, while the
internal sales channels that we utilize include (a) business centers, (b) tele-digital sales platform, and (c) customer
referral programs.
For the year ended December 31, 2019 and for the six months ended June 30, 2020, approximately 71% and 68%
of new subscribers were signed on via our third party sales channels, and approximately 29% and 32% were
signed on via our internal sales channels, respectively.

Sales
Channel
Description
Third Party Sales
Marketing Generally exclusive arrangement
Service
with dedicated third-party agents
Agencies
that conduct door-to-door sales
(MSAs)
Managed
Service
Providers
(MSPs)

Exclusive arrangement with
partners who are authorized to
operate within a specified and
delineated coverage area who are
responsible for acquiring customers
and performing certain outsourced
customer service functions (e.g.
collections etc.).

Key Highlights

% Share of
New
Residential
Subscriptions
in 2019

% Share of
New
Residential
Subscriptions
for the six
months
ended June
30, 2020

71%

68%

29%

32%

Our largest channel, with over 75
MSA partnerships in place,
deploying over 3,100 field sales
agents
We have seven MSP partnerships
in place

Internal Sales Channels
Converge Stores operated by Converge where
Business
subscribers can subscribe to
Centers
products, pay bills, request
additional services or obtain
technical assistance

Provides a one-stop center to
service a customer’s end-to-end
needs; targets customers who
prefer to transact in person

TeleDigital
Sales
Platform

In-house team which actively
reaches out to potential subscribers
via telephone, emails, and social
media

Fastest-growing and highly costefficient channel; targets
customers living in large urban
centers including Metro Manila

Customer
Referral
Programs

Program that gives our existing
subscribers a one-off rebate on their
monthly subscription equivalent to
50% of the effective monthly fee of
the plan that was successfully
referred

Highly cost-efficient and effective
channel; also helps promote
customer engagement and loyalty
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Third Party Sales
The majority of our subscribers are engaged through our third party sales channels. Currently, we have two types
of third party sales arrangements in place: (i) the MSA model and (ii) the MSP model.
We believe that delegating sales functions under generally exclusive or non-compete arrangements to third party
agents and service providers allows us to accelerate our subscription intake and establish immediate market
presence in new rollout areas by leveraging on their sales force and existing local relationships. Our contracts with
our third party agents generally have a non-compete clause which requires them to work exclusively with us, and
not with other operators. We maintain an in-house sales training team who guide and instruct third party sales
agents on our latest marketing campaigns and customer programs.
For the year 2019 and for the six months ended June 30, 2020, new subscriptions via our third party sales channels
contributed to approximately 71% and 68%, respectively, of our total new subscriptions.
Marketing Service Agencies
As of June 30, 2020, we had over 78 MSA partnerships deploying over 3,300 marketing agents for field sales.
The MSA third party agents conduct door-to-door sales across various residences (including house, lots and
condominiums), particularly in those areas where we have available ports. Our MSA partners and their agents are
generally not permitted to engage in any activities that would compete with Converge and are required to provide
a minimum number of dedicated personnel. To oversee these third party agents, we employ approximately 39
territory sales managers who are assigned specific coverage areas and coordinate with our MSA partners to deploy
agents as needed in the target areas. We pay MSA third party agents a service fee equivalent to a minimum of one
month of subscriber revenue, along with additional incentives subject to the fulfillment of certain pre-agreed
criteria and targets, with certain clawbacks applying if the subscriber churns out within nine months.
Managed Service Providers
As of June 30, 2020, we had 11 MSPs who are authorized to operate exclusively on our behalf within a specified
and delineated coverage area. These MSPs serve us as our outsourced services partners, who manage certain key
aspects of our operations on our behalf within the agreed coverage area, including subscriber acquisition and
certain customer service functions (e.g. collections).
Internal Sales
An increasing number of our subscribers are signed up through our internal sales channels. Currently, we have
three types of internal sales channels: (i) business centers, (ii) tele-digital sales platform and (iii) customer referral
programs, each of which is described below.
We believe that retaining an in-house sales function allows us to take a more personalized, differentiated and
targeted approach in customer acquisition, allowing us to draw in high-quality customers at lower customer
acquisition costs.
For the year 2019 and for the six months ended June 30, 2020, new subscriptions via our internal sales channels
contributed to approximately 29% and 32%, respectively, of our total new subscriptions.
Converge Business Centers
As of June 30, 2020, we had 59 business centers comprised of 42 business centers that we operated directly and
an additional 17 business centers operated by our MSPs. Our business centers are operated by our internal team
of 191 employees.
In addition to subscribing to our broadband services, customers can pay their bills, request for additional services
or obtain other technical assistance at our business centers.
The business centers are primarily located along major thoroughfares in emerging townships where we have rolled
out our broadband services. These business centers tend to be popular for customers living in suburban areas or
smaller cities, who continue to prefer to transact in person.
Tele-Digital Sales Platform
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Our tele-digital sales channel is driven by our internal sales team of 29 employees (as of June 30, 2020), who
actively reach out to potential subscribers, particularly those who have previously made online inquiries about our
products and services. In 2019, we received approximately 230,000 online inquiries from potential subscribers,
including those residing in areas that we do not yet cover, through our online self-service portal system,
GoFiber.ph. Over the same period, our sales team made over 40,000 calls and responded to over 160,000 teledigital inquiries. This sales channel is particularly effective among customers living in large urban centers who
prefer the convenience of transacting online.
We believe that our tele-digital sales channel one of our most cost-effective means to market and sell our products.
While our internal sales personnel are provided with performance-based incentives for their services, the average
customer acquisition cost via the tele-digital platform is significantly lower than the customer acquisition cost via
our third party sales channels, allowing us to acquire new customers in a cost-efficient manner.
The importance of our tele-digital sales platform was amplified by the onset of COVID-19. Between the months
of January to June 2020, the nationwide sales contribution from our tele-digital platform increased from 23.5% to
35.1%. We expect increased sales through our tele-digital platform to continue, which we believe will not only
reduce our reliance on third party sales, but also reduce our overall customer acquisition cost.
Customer Referral Programs
In addition to the traditional sales channels described above, we promote referral programs as a cost-efficient
strategy and effective means to acquire new subscribers. Under our “Member Get Member” program, our existing
subscribers enjoy a one-off rebate on their monthly subscription equivalent to 50% of the monthly fee of the plan
that was successfully referred. Such referral programs also help promote customer engagement and loyalty. In
2019 and in the first half of 2020, our existing customers made 600 and 1,485 successful referrals, respectively,
under this program.
Marketing
Our marketing objectives are centered on increasing brand awareness, acquiring new customers, upselling and
cross-selling new products to improve our ARPU, improving customer loyalty and retention, as well as promoting
the use of our online portal, GoFiber.ph. We study demand prospects and identify the target areas for promotion
before each marketing campaign. We execute our branding and marketing efforts primarily through three
channels: (i) word-of-mouth advocacy; (ii) on-the-ground marketing campaigns; and (iii) targeted advertising
campaigns. In April 2020, we initiated targeted advertising campaigns to promote our speed boost product “10for-99.” As a result, as of June 30, 2020, the take-up rate of our “10-for-99” promotion reached approximately
14% nationwide and 18% in Metro Manila. We have achieved strong growth in new subscriptions and adoption
of new services such as our “10-for-99” package through our thoughtful, targeted and selective marketing
programs. As a result, we are able to optimize marketing expense and have historically spent only approximately
1% of our revenues on marketing and promotion activities each year or period.
Word-of-Mouth Advocacy
Our word-of-mouth advocacy encourages existing customers, including influencers, to provide testimonials on
their Converge experience and share these on various media platforms. We believe that this has been a very costefficient customer acquisition strategy, and has helped draw in a significant number of new customers.
We launched our “Member Get Member” customer referral program in May 2017, which has further accelerated
our word-of-mouth advocacy. The strong advocacy from our existing customers is also reflected in the results of
the Residential Survey. According to the Residential Survey, 58% our existing customers first heard about us from
word-of-mouth publicity, and 84% are likely to recommend Converge to others, with Converge being rated with
a NPS of +83 for advocacy, compared to an average NPS of +33 for other providers. Furthermore, 72% of
respondents indicated that they would likely switch to Converge from other providers when our services become
available at their locations.
On-the-Ground Marketing Campaigns
Our localized on-the-ground marketing campaigns include door-to-door marketing across multiple localities, and
setting up booths and local events in new rollout locations to introduce our services to residents and to activate
new subscriptions. In 2019, we conducted close to 30 on-the-ground marketing campaigns. These campaigns also
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help us connect with our existing customers to introduce to them new innovative products and upgrades. We also
provide marketing support to our MSAs and MSPs who run their own on-the-ground campaigns.
Targeted Advertising Campaigns
From time to time, we execute targeted below-the-line (“BTL”) advertising such as social media outreach, and
direct e-mailing and SMS campaigns. We leverage online media platforms such as Facebook and Instagram in
order to reach the younger segment of the population, such as online gamers and local influencers, who
collectively have millions of followers. Targeted online campaigns are a key focus area given that the Philippine
population is among the youngest and most internet savvy in Asia, according to MPA. As and when required, we
also conduct above-the-line (“ATL”) advertising, such as promoting our products and services on billboards,
banners, buses and major thoroughfares. However, such ATL and BTL advertising is executed selectively and
conducted at targeted locations and in tandem with localized rollouts, in order to optimize the return on our
marketing spend. We plan to continue to leverage word-of-mouth advocacy and our customer referral program,
as well as to maximize the use of our tele-digital sales platform in order to drive awareness and sales.
Customer Experience and Retention
We believe that our deep understanding of, and ability to address, our customers’ needs have been instrumental
to the success of our product and service value proposition, which has translated into the growth of our customer
base and high customer retention rates in the past few years. We pay close attention to improving the experience
of our customers in their entire journey throughout their business relationship us, including: (i) customer
onboarding, (ii) installation, (iii) bill payment, (iv) customer care, and (v) loyalty and retention.
In addition, we are focused on leveraging technology and user-friendly online tools to improve the customer
journey through our digital transformation initiatives. These initiatives include:
•
•
•
•

Our online self-service portal, GoFiber.ph (formerly iConverge), which allows potential customers and
subscribers to interact with us directly and apply, pay for and manage their Converge subscription online.
Easy and instant access to a subscriber’s statement of account via get-soa.convergeict.com, a platform
for online billing and payment collection.
Our “Click-to-Call” feature on our website to increase customer engagement by directly connecting the
customer to our agents with the click of a button.
A hotline to handle subscription applications, complaints and queries relating to account balances,
pricing, billing, service and technical information.

In addition to the initiatives above, and to complement our online portal, which has simplified and streamlined
our application process, we launched in June 2020 our new beta-mobile application, Converge Xperience App.
This is a self-service mobile application geared towards simplifying and enhancing our customers’ billing, status
monitoring, and aftersales customer experience. The key features of the Converge Xperience App are described
below. We intend to refine and upgrade our mobile application based on customer feedback.
•
•
•

Billing: The “View My Bill” function allows subscribers to see their bill and near-real-time posting of
their payments.
Status Monitoring: The “MyService” function, allows subscribers to monitor their account status in
real-time, including the number of devices connected, conduct an in-app speed-test and check the status
of their modems.
After-sales: After-sales support functions include service relocation and reactivation requests, upgrade
requests, request fulfillment tracker, and other value-added services.

Our customer experience division plans to continue rolling out customer experience-led digital transformation
projects to further improve the customer experience and increase subscriptions. See “Risk Factors—Risks Relating
to Our Business—Our inability to acquire and retain customers, both residential and enterprise, materially
adversely affects our operating results and financial condition” on page 48 and “—Dissatisfaction with our
customer service could prevent us from retaining our customers or adversely affect our ability to acquire new
customers” on page 55.
.
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Customer Onboarding
We have instituted a streamlined and efficient process for progressing applications to service activations. Our
customers are able to sign up online and have the end-to-end onboarding process completed from their homes.
Once the customer has entered his or her address and personal details, our online portal is able to provide an initial
assessment on whether the location is serviceable. A customer service team member then reaches out to the
customer, typically within 24 hours, to confirm serviceability, finalize product selection, create a customer
account, and provide instructions for account activation.
As an upfront payment comprising a one-time installation fee plus a one-month security deposit is required, a
sales team member would send frequent payment reminders, via email, SMS and calls. Upon receipt of payment,
a sales team member verifies the customer and payment details, approves the customer, and generates a job order
for installation of the new connection, typically within 24 hours. We have a dedicated team of 27 sales
representatives (as of June 30, 2020) responsible for onboarding new customers. Throughout the onboarding
process, customers can track the status of their application online on GoFiber.ph.
The customer onboarding turnaround time is the period from when a new sales application is received to when a
job order is created. Our customer onboarding turnaround time has shortened significantly over the course of
2019, from 45 days in the fourth quarter of 2018 to 11 days in the fourth quarter 2019, primarily as a result of
certain key initiatives we introduced during the year, including our initiative to: (i) streamline customer account
creation, limiting documentary validation to essential information; (ii) increase the number of payment channels
for payment of the one-time installation fee and one-month deposit fee; and (iii) establish an internal policy, which
requires the sales team to remind applicants to make their initial payments, through email, SMS and calls.
Installation
Most of our installation job orders are fulfilled by external contractors, whose teams are typically organized by
geographical coverage areas to allow them to respond quickly to new job orders. The contractors are paid every
30 days based on circuit installations, and subject to certain conditions, are entitled to sell our products and receive
incentives accordingly. The contractors are occasionally required to undergo training and certification programs,
and are subject to our random quality checks. We have a team of approximately 15 fulfillment managers (as of
June 30, 2020) responsible for onboarding and managing our external contractors.
Our order-to-activation turnaround time is the period from job order creation to service activation. We believe
that we have one of the shortest order-to-activation turnaround times in the industry, with approximately 89% of
subscriber installations in Metro Manila were completed within three days in 2019. In the first half of 2020, we
have seen an increased demand for our high-speed broadband services following the onset of COVID-19, and we
have responded by onboarding more than 10 new contractors between May and July 2020, as a result of which
we expect to maintain fast installation turnaround times.
Bill Payment
We bill our customers monthly and provide a 30-day payment period.
For the convenience of our customers, we accept payments via a wide range of payment channels including our
website, by telephone, direct bank deposit, credit cards, digital payment wallets, our business centers, and other
accredited payment centers, such as 7-Eleven stores and Pay & Go payment kiosks, a 24-hour self-service payment
center with more than 150 kiosks nationwide.
Over time, we have added multiple payment platforms making it easier for our customers to make payments and
enabling us to transition away from manual payment collections. We have successfully implemented an online
billing and payment collection system, get-soa.convergeict.com, which has enabled us to process all of our
residential bills online. In addition, our payment partners also increased from 10 in 2016, to 18 in 2019, with nine
of these payment partners allowing online payment.
The shift towards online payment collections has further accelerated in the first half of 2020 due to COVID-19.
We have also broadened our payment channel options to simplify the payment process for our customers.
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Customer Care
Our customer care function for our residential customers is comprised of a dedicated customer care group of 110
representatives, of which 57% are in-house and 43% are outsourced, as of August 15, 2020. We also have a
technical service desk team of approximately 180 personnel (as of August 15, 2020), as well as 59 business centers
(as of June 30, 2020), which handle customer inquiries and requests. Technical issues are resolved through
seamless collaboration with our in-house Customer Operations & Support Maintenance and Network Operations
teams.
Customers contact us through a variety of methods, including email, voice calls, messaging applications, social
media, and personal engagement. To ensure prompt customer response, we match our shift profiles with forecasts
and historical transaction patterns. We also actively monitor social media platforms to understand customer
perceptions of our service and use any feedback for continuous improvement.
We also have Training, Quality Assurance, and Performance Improvement teams that help ensure that customers’
interactions with us exceed their expectations. As a result, based the Residential Survey, customers are more
satisfied with our customer service than that of other providers. Additionally, where respondents had reported an
issue, we were also the fastest at resolving any reported issues, with a 70% resolution rate within 24 hours
compared to an average of 44% for other operators.
We have endeavored to complement our customer care manpower by improving the experience at all touch points
across the customer journey and by introducing digital self-service channels as described above. We also
proactively notify customers through SMS and email of any outages or other service updates, thereby reducing
inbound call volumes.
We have several digital transformation initiatives on the horizon, in addition to our recently launched mobile
application, Converge Xperience App, which we believe will further empower customers and improve their overall
experience.
Loyalty and Retention
We have market-leading retention rates, which is a reflection of our superior and differentiated product offering
and service proposition. We also proactively manage churn through employing effective customer retention
strategies, including continuously improving customer touch points to reduce customer effort and initiating efforts
by customer care representatives to retain customers who ask to terminate their subscriptions. Looking forward,
we intend to introduce a customer loyalty program to further encourage customers to maintain their subscriptions.
As a result, our residential monthly churn rate was 0.6% in 2019 and 0.7% in the first half of 2020, which is lower
than the average industry churn rate of 1% to 2%, according to MPA For the year ended December 31, 2019 and
for the six months ended June 30, 2020, 99.1% and 99.7%, respectively, of our residential subscribers reaching
the end of their 24-month contract continued to stay with us after expiration of the initial contract period.
ENTERPRISE BUSINESS
Overview
Our Enterprise Business offers high-speed broadband internet services and other connectivity solutions, including
private data network services and cloud and colocation services, to enterprise customers. Our enterprise solutions
are delivered over end-to-end fiber networks via fiber-to-the-premise (“FTTP”) technology. We serve enterprises
of varying sizes, ranging from SMEs to some of the largest businesses in the Philippines, including multinational
corporations with a presence in the country. While the majority of our enterprise clients are for-profit corporations,
we also serve non-profit organizations, such as governmental departments, public universities, and NGOs. Our
key strategic accounts include large BPO companies, major financial institutions, national government agencies
and other large accounts with industry-specific bandwidth-intensive requirements. Consistent with our overall
vision, our Enterprise Business is focused on serving the needs of our enterprise customers for high-speed and
reliability. For most of our enterprise customers, particularly for those in the services sector, connectivity is a
critical element of their businesses.
Our Enterprise Business has differentiated its offering and capitalized on the country’s thriving internet-enabled
services industries, including BPOs. With this backdrop, we have delivered market-leading growth between 2016
and the last 12 months ended June 30, 2020, over which period, we have outpaced overall market growth by 3.6
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times, making us the fastest-growing enterprise broadband operator in the Philippines, according to MPA. Our
enterprise revenues increased from ₱1,032.5 million in 2016 to ₱2,785.6 million (U.S.$55.9 million) in 2019 and
₱1,512.2 million (U.S.$30.3 million) in the first half of 2020, representing a CAGR of 39% between 2016 and
2019 (3.3 times market growth, according to MPA) and a year-on-year growth rate of 23% in the first half of 2020
(10.1 times market growth, according to MPA), solidifying our position as a top-three enterprise broadband
operator in the Philippines, according to MPA.
The strong growth of our Enterprise Business has been driven by (i) further expansion of our enterprise customer
base, growing at a CAGR of 33% between 2016 and 2019, and by 18% year-on-year in the first half of 2020, with
10,498 unique enterprise accounts as of June 30, 2020 and (ii) continued increase in overall monthly enterprise
ARPU by 9.7% from ₱22,319 in 2017 to ₱24,491 (U.S.$491) in the first half of 2020, reflecting the growing
business needs for connectivity.
The table below sets out the key operating and financial metrics of the Enterprise Business for the periods
indicated.

CAGR
(2016 2019)

For the year ended December 31,
2016

2017

2018

Revenues (in
millions) ...................

₱1,032.5

₱1,420.7

₱1,903.9

Customers................

4,292

6,043

ARPU .......................

N/A

₱22,319

2019

For the six months ended
June 30,
2019

Year-onYear
Growth

2020

₱2,785.6

U.S.$
55.9

39%

₱1,230.5

₱1,512.2

U.S.$
30.3

23%

6,539

10,083

N/A

33%

8,883

10,498

N/A

18%

₱24,857

₱27,462

U.S.$
550.9

N/A

₱26,438

₱24,491

U.S.$
491

(7)%

Enterprise Target Customer Groups
Our Enterprise Business is organized around our four target customer groups: (i) Large Enterprises, (ii)
Corporates, (iii) SMEs and (iv) Wholesale customers.

Customer
Group
Large
Enterprises

Corporates

SMEs

Wholesale

Description
Largest companies in
the Philippines, which
generally are among the
top 5,000 corporations
in the country by
revenue
Large companies,
which generally are
among the top 5,000 to
10,000 corporations in
the Philippines by
revenue
Small to medium sized
companies, which
generally are
companies with 10 to
199 employees
Other
telecommunications or
content providers with
wholesale connectivity
requirements

As of December 31, 2019
Number of
Unique
Monthly
Enterprise
Customers
ARPU
Revenue Mix
423
₱254,912
44%

As of June 30, 2020
Number of
Unique
Customers
501

Monthly
ARPU
₱244,888

Enterprise
Revenue Mix
45%

2,569

₱30,993

29%

2,517

₱27,694

28%

7,013

₱4,929

12%

7,404

₱4,462

13%

78

₱489,030

15%

76

₱471,407

14%

We believe that we have a high-quality and diversified enterprise customer base, which allows us to be resilient
to the impacts of COVID-19. Our exposure to industries that are more susceptible to or more affected by COVID-
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19 is limited: in the first half of 2020, the hospitality and food & beverage sectors contributed less than 5% of our
total enterprise revenue, and SMEs contributed less than 5% of total revenues.
Large Enterprise Group
Our Large Enterprise customers comprise the largest companies in the Philippines, which generally have been
among the top 5,000 corporations in the Philippines by revenue. These customers include BPO companies with
more than 100 seats, top-tier banks and financial institutions, national government agencies and large non-profit
institutions such as major public universities. For the year ended December 31, 2019, our 423 Large Enterprise
accounts generated monthly ARPU of ₱254,912, accounting for 44% of Enterprise Business revenues. For the six
months ended June 30, 2020, our 501 Large Enterprise accounts generated monthly ARPU of ₱244,888,
accounting for 45% of Enterprise Business revenues.
Corporate Group
Our Corporate customers comprise large corporations that are generally ranked between the top 5,000 and top
10,000 corporations in the country, by revenue. For the year ended December 31, 2019, our 2,569 Corporate
accounts generated monthly ARPU of ₱30,993, accounting for 29% of Enterprise Business revenues. For the six
months ended June 30, 2020, our 2,517 Corporate accounts generated monthly ARPU of ₱27,694, accounting for
28% of Enterprise Business revenues.
SME Group
Our SME clients generally comprise companies with 10 to 199 employees. We serve home or microbusinesses
with fewer than 10 employees through our Residential Business. As of December 31, 2019, we served 7,013 SME
accounts, with monthly ARPU of ₱4,929. As of June 30, 2020, we served 7,404 SME accounts, with monthly
ARPU of ₱4,462. For the year ended December 31, 2019 and the six months ended June 30, 2020, our business
from SME customers accounted for 12% and 13%, respectively, of our Enterprise Business revenues.
Wholesale Group
Our Wholesale group provides bandwidth leases on a wholesale basis primarily to telecommunication and media
companies, as well as content providers, including local and global telecommunication carriers, TV and media
operators, and over-the-top (“OTT”) content providers. As of December 31, 2019, we served 78 wholesale
customers, with monthly ARPU of ₱489,030. As of June 30, 2020, we served 76 wholesale customers, with
monthly ARPU of ₱471,407. For the year ended December 31, 2019 and the six months ended June 30, 2020, our
business from Wholesale customers accounted for 15% and 14%, respectively, of our Enterprise Business
revenues.
Products and Services
We believe that we differentiate ourselves from other operators in our ability to offer tailored solutions that allow
customers to customize their subscription packages to suit their specific needs, and to choose from a wide range
of internet connectivity, private data network solutions, and cloud and colocation services.
The table below sets out the key connectivity services offered by our Enterprise Business.
Target
Customer
Groups

Available
Speeds
Service
Price Ranges
Internet Connectivity Services

Service Highlights

iBiz Plans

10 Mbps -50
Mbps

₱4,000 to
₱15,000

•

SME

•

High-speed, high-reliability broadband internet plans
tailored to the requirements of SME customers

Direct
Internet
Access

2 Mbps up to
10 Gbps

₱16,300 to ₱5.4
million

•

Large
Enterprise

•

Ultra-high performance internet connectivity
solutions tailored to the requirements of Large
Enterprise and Corporate customers
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•

Corporate

•

Our “Bandwidth-on-Demand” add-on product
enables dynamic demand-based bandwidth top-up,
allowing customers to increase bandwidth as and
when needed for an incremental additional charge

•

Large
Enterprise

•

Private and secure network services for point to point
connectivity between two or more local sites

•

Corporate

•

•

Products include FAST, Metro Ethernet, MPLS and
Metro Lambda

Wholesale

•

Large
Enterprise

•

Private and secure network services for point to point
connectivity between local and international sites

•

Corporate

•

•

Products include Ethernet-International Private Line
and Private Line

Wholesale

•

Large
Enterprise

•

Connectivity between private enterprise networks and
public cloud service providers

•

Corporate

•

Products include Carrier Ethernet

•

Large
Enterprise

•

Colocation services for storage of data and
applications

•

Corporate

Private Data Network Services
Local Data
Network
Services

International
Data
Network
Services

2 Mbps up to
10 Gbps

2 Mbps up to
10 Gbps

₱2,500 to ₱3
million

₱2,500 to ₱1.3
million

Cloud and Colocation Services
EthernetCloud Direct
Connect
service

10 Mbps up
to 10 Gbps

Colocation
Services

-

₱2,500 to ₱3
million

Half-rack - ₱
18,000*; Fullrack - ₱26,000*

Note: *Price only for colocation space; power is charged separately and by the usage.

Internet Connectivity Services
Direct Internet Access (“DIA”)
Our DIA services are dedicated, ultra-high performance internet connectivity solutions tailored for and marketed
primarily to our Large Enterprise and Corporate customers. We offer multiple variations of the DIA service, all
of which are provided with enterprise-grade SLAs, 24-hour all in-source support teams and 24-hour service desk
and restoration team service. Our “Bandwidth-on-Demand” add-on product enables dynamic demand-based
bandwidth top-up, allowing customers to increase bandwidth as and when needed for an incremental additional
charge.
iBiz Plans
Our iBiz Plans are FTTP broadband internet plans tailored for and marketed primarily to our SME customers. The
iBiz plans provide subscribers with a dedicated IP address, 24-hour service desk and support teams, and certain
guaranteed SLAs, and are priced ranging from ₱4,000 per month for 10Mbps to ₱15,000 per month for 50Mbps.
Private Data Network Services
Local Private Data Network Solutions
Our local private data network solutions, which are marketed primarily to our Large Enterprise, Corporate and
Wholesale customers, provide point to point connectivity between two or more sites within the Philippines. These
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solutions, as described below, come with enterprise-grade SLAs, as well as dedicated 24-hour service desk
(hotline) and support teams.
•

•
•
•

“FAST” is a direct “point-to-point” solution provided on shared fiber network to deliver private and
secure connectivity between two or more business locations. This service provides scalability and
flexibility at affordable rates compared to traditional private leased lines and is often used to connect
branches with kiosks, automated teller machines and point-of-sale machines and as back-up connections;
Metro Ethernet runs through a globally certified carrier ethernet network, providing high capacity and
secured wide area network (“WAN”) connectivity between geographically separated sites;
Multi-Protocol Label Switching (“MPLS”) combines video, data applications and voice without the
complexities of securing “one-to-many-point” network connections, and is often used to interconnect a
head office with its various branch or regional offices; and
Metro Lambda is a dedicated point-to-point connectivity service delivered using our Dense Wavelength
Division Multiplexing (“DWDM”) network, and is often used for data center-to-data center connectivity,
database disaster recovery, and high capacity, ultra-low latency site-to-site connectivity.

International Private Data Network Solutions
Our international private data network solutions, which are marketed primarily to our Large Enterprise, Corporate
and Wholesale customers, provide point to point connectivity between two or more local and international sites.
These solutions come with enterprise-grade SLAs, as well as dedicated 24-hour service desk (hotline) and support
teams.
•
•

Ethernet-International Private Line provides cost effective and secure point-to-point high bandwidth
connectivity from the Philippines to international markets; and
International IP provides destination-specific, dedicated internet access designed for enterprises with
international IP requirements, such as those in the U.S., Hong Kong, Singapore, Taiwan and China, in
partnership with global service providers.

Cloud and Colocation Services
Ethernet-Cloud Direct Connect Service
Our Ethernet-Cloud Direct Connect Service, which is marketed primarily to our Large Enterprise and Corporate
customers, provides a private, dedicated and high-throughput network connection between an enterprise private
network and public cloud service providers, allowing businesses to interact with these clouds privately, as if these
were part of their WAN.
Colocation Service
Our colocation service, which is marketed primarily to our Large Enterprise and Corporate customers, offers a
reliable data center environment for storing data and applications. Customers can benefit from reduced IT
infrastructure and management costs, reliability, access to various telecommunication requirements, security,
required bandwidth at reasonable rates, and 24/7 dedicated support. As of December 31, 2019, we maintained two
data centers, located in Metro Manila, where the nation’s capital is located, and Pampanga, a province in Luzon.
Customer Acquisition – Growing the Customer Base
We have an enterprise sales platform of 48 key account managers to serve Large Enterprise and Corporate and 12
sales agents to serve SMEs as of June 30, 2020, who are strategically structured into four teams to address the
specific connectivity solution needs of each customer group. In addition, members of our Senior Management,
including our CEO, are directly and actively involved in initiating and building relationships with some of our
largest and most strategic accounts.
Large Enterprise
Our Large Enterprise customers include some of the largest corporations in the Philippines, national government
agencies, and major non-profit institutions such as large public universities. These large organizations, especially
service-centric businesses such as BPOs, banks and financial service companies, typically have complex
connectivity needs in terms of requiring higher SLA standards and more customized product design and
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specifications tailored to the requirements of their respective businesses. For most, if not all, of these large
businesses, internet connectivity is a critical business need and usually requires having a secondary provider of
internet services.
In light of these requirements, we employ a “land and expand” strategy as a targeted and tailored approach to
growing our Large Enterprise business. We target customers whom we believe are likely to require a second or
third internet service provider to meet their growing need for redundancy as their businesses scale and become
increasingly complex, and position ourselves as a secondary albeit highly value-added provider. Once a new
account has been secured, our dedicated key account manager will provide the customer with high touch,
personalized service in order to grow our business relationship with them through proactive cross-selling and
upselling. Over time, we ultimately aim to dislodge the other operator as the client’s primary internet service
provider, and to provide the client with the full suite of our connectivity solutions. Furthermore, our Large
Enterprise customers often have a nationwide network of subsidiaries or branches, to which we would expand our
connectivity solutions as we grow our network coverage throughout the Philippines.
To help execute our Large Enterprise sales strategy, we employ an in-house team of 36 dedicated key account
managers as of June 30, 2020, structured into seven industry specific teams. Our key account managers are
industry domain experts and IT specialists, who are skilled at developing and customizing complex, industry- and
business-specific connectivity solutions for large organizations, such as designing connectivity networks between
the head-office of a major BPO, and a large number of its local or international branches. Design specifications
for network solutions are often industry- and business-specific, and are often subject to stringent industry or ISO
standards. We provide our sales force with continuous industry-related education so that they can stay up-to-date
with the latest network designs. Our key account managers are most active in Metro Manila, where major business
centers are located and where the majority of the Large Enterprises are headquartered.
Corporate
Corporate Group customers are the next 5,000 largest corporations in the Philippines, by revenue, after the Large
Enterprises Group customers. Hence, Corporate Group customers typically have connectivity requirements that
are less onerous than those for Large Enterprises, but more complex than those for SMEs.
Our Corporate customers are covered by 12 dedicated key account managers organized by region, as of June 30,
2020. Our key account managers have good territorial familiarity and on-the-ground relationships, allowing them
to quickly and nimbly respond to client needs.
Responsiveness is critical to signing on these customers, and personalized, high-touch customer service is key to
increasing our business with them. Through regular and deep engagement, our key account managers are focused
on understanding the business requirements of clients. While most of our corporate clients start with basic
connectivity contracts, our key account managers are focused on leveraging these business insights to proactively
cross-sell and upsell more advanced connectivity solutions, such as private data network solutions or cloud and
colocation services.
The majority of our key account managers are active in the economic centers of Metro Manila and North Luzon,
complemented by focused deployments in certain cities in South Luzon and planned deployments in Visayas and
Mindanao.
SME
We see our SME business as a natural and strategic extension to our Residential Business, and a potential growth
area for our business. Similar to the residential segment, SMEs are dispersed across over 40,000 local communities
(“barangays”) with limited access to connectivity and are underserved, despite the fact that a majority of SMEs
in the Philippines view internet connectivity as a critical business need.
Similar to our Residential Business customers, our value proposition to SME business owners is to offer highspeed, highly reliable connections at affordable prices. For smaller SMEs, the SME Group utilizes our tele-digital
sales platform and enters into MSAs for third party agents to conduct field sales activity. In many instances, we
are able to successfully cross-sell our SME products to our existing residential subscribers who run their own
businesses. For larger SMEs, the SME group assigns one of its dedicated SME account managers to conduct sales
and build personal relationships with the customers.
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As we roll out our fiber network and expand the number of “wired buildings”, including office buildings and
shopping malls, we also take a targeted approach to sell the available ports we have to serve these wired buildings.
As the tenants of those buildings are often SMEs, our SME account managers are typically assigned to cover
approximately several wired buildings each, and focus on marketing the available capacity in such buildings.
Wholesale
Wholesale customers include local and global telecommunication, media and content providers who lease fiber
bandwidth from us. Local service providers typically contract for direct local internet access to service their
respective customer bases, while global carriers lease bandwidth or dedicated private lines on our backbone or
distribution network.
We believe that our extensive fiber network positions us well to provide high-speed and highly reliable backhaul
services to our Wholesale customers. For example, we provide fiber-backhaul connectivity to the mobile base
stations of major local carriers, which significantly reduces the latency of these mobile systems. As these carriers
begin to roll out 5G networks in the future, we believe that they will become more reliant on our fiber-backhaul
services, for existing base stations and new 5G nodes, including small cells.
As we further expand our domestic backbone and continue to secure proprietary bandwidth capacity on key
international networks, we believe we can rapidly grow our Wholesale business by offering bandwidth lease-outs
on our end-to-end, integrated network. We believe that combining the international backhaul with our domestic
nationwide network will be an attractive value proposition to our Wholesale clients.
Customer Engagement – Growing the Wallet Share and ARPU
Our customer engagement objectives are centered on acquiring and retaining customers, and importantly on
improving ARPU through cross-selling and upselling. We endeavor to take a thoughtful and personalized
approach to customer engagement, focused on relationship-based engagement initiatives such as frequent and
systematic outreach programs. In 2019, we have held events and programs throughout the year where we estimate
that we interacted with over 20,000 customers and potential customers.
Demand for fixed broadband in the Philippines has accelerated with the onset of COVID-19, as WFH
arrangements and social distancing became the “new normal.” In particular, requirements from corporate and
government clients for connectivity services have shifted from on-premise connectivity towards WFH. Since the
onset of COVID-19, our cross-selling efforts have been focused on providing residential circuits for WFH
employees and we successfully entered into multiple contracts with leading BPO and other customers to provide
their employees connectivity to address permanent or long-term WFH status.
Case Studies
Our track record of cross-selling, upselling and maximizing our share of wallet of our Enterprise customers is
illustrated in the following examples:
•

Leading Multinational BPO #1: We established a relationship with a leading multinational BPO in
2017 and initially provided them with only one circuit over our DIA product as they tested our service.
Since then, the BPO has progressively migrated its circuits with other providers to Converge such that
they had three circuits by the end of 2017 for a monthly recurring charge (“MRC”) ₱453,120, 9 circuits
in 2018 (MRC of ₱2,144,934), 14 circuits in 2019 (MRC of ₱3,699,738) and 18 circuits as of June 2020
(MRC of ₱5,430,302). During the ECQ period, we successfully cross-sold 800 residential circuits for
their WFH employees and have also introduced our Metro Ethernet product, which allows them to
connect to their domestic branches. In the course of our relationship, MRC from this BPO have increased
approximately 12 times from ₱453,120 in 2017 to ₱5,430,302 as of June 2020.

•

Multinational Conglomerate: In 2018, we established our relationship with this multinational
conglomerate by providing them with our Metro Ethernet product. This was a relatively small contract
with only ₱29,000 in MRC in 2018 and our intention was to grow our relationship and upsell our products
over time. For this purpose, we created a dedicated account management team and by 2019 we provided
them our DIA product over seven circuits (MRC of ₱331,373). Following the onset of COVID-19, this
multinational conglomerate increased its number of circuits to nine circuits by June 2020 (MRC of
₱470,457), and to 56 circuits by July 2020 (MRC of ₱1,029,302), or a growth in MRC of approximately
35 times since we established the relationship in 2018.
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•

Leading Multinational BPO #2: For the year ended 2019, approximately 15% of our Enterprise
customer base was involved in BPO services (including provision of professional services). At the onset
of the ECQ period, employees of our leading multinational BPO client had to WFH and required reliable,
high-speed connectivity to ensure business continuity. Leveraging on our strength in the residential
segment, we are well-positioned to provide WFH solutions and we capitalized on this opportunity to
provide residential fiber connections to its employees. Our client engaged us to install 500 circuits at its
employees’ residential premises for which it would shoulder the fees and we have currently completed
installing 150 circuits. Over the last months, we have successfully sold similar WFH solutions to leading
BPOs of the Philippines, and as a result we are now serving the top 10 BPO corporates in the Philippines
by seats, according to MPA.

Providing Superior Customer Experience Throughout the Customer Journey
Our Approach
We have established a differentiated customer experience, commencing before the customer relationship is
created. From our initial approach to the start of our engagement with the customer, our dedicated account
managers are on hand to assist the customer throughout the life of the relationship, including at the following
critical stages: sales and solutioning, customer onboarding, billing and collections, service management and
improvement, and relationship management.
•

Sales and Solutioning: Our key account managers take a consultative, solutions-based approach to
discussing the connectivity needs of enterprise customers. We understand that the requirements of all our
enterprise customers are different and depend on many variables, including the nature of business, size
of the team, location, and the stage of our Company’s growth, among others. Having obtained an
understanding of their requirements as well as the decision criteria and process, key account managers
present our solutions appropriate to the customer’s situation, helping them choose between alternative
products. Together, they and map out and agree on a customized solution to address the customer’s
situation. Our key account managers have access to information online to allow them to quickly confirm
serviceability, thus reducing the sales, onboarding and installation lead time. We also ensure that we are
transparent about our pricing and disclose this early in the process to help our customer make an informed
decision. We believe that our sales and solutioning approach has resulted in a high success rate in winning
new clients and paves the way for a shorter sales, onboarding and installation lead time.

•

Customer Onboarding: To ensure a seamless customer experience, we have instituted a streamlined
customer onboarding and installation process that is serviced by our in-house team. The customer’s
dedicated key account manager is the primary point of contact for the customer and coordinates with
personnel responsible for installation and configuration of CPEs and activation of circuits. We manage
the end-to-end enterprise installation process in-house, coordinating across multiple in-house functions
to ensure a seamless experience for our customers. In addition, we have launched a “consumerized
enterprise customer” program where we connect office buildings to our fiber network in anticipation of
future demand.

•

Billing and Collections: For our largest customers, upon request, we are able to tailor the way we
aggregate, format and present our bills, to meet specific customer requirements. We offer a choice of
multiple payment channels to our enterprise customers, including picking up checks directly from the
customer’s office. We collect payment from our customers on a monthly basis, in advance, though a wide
range of payment channels, including our direct bank deposit, credit cards and online payments. We
believe this has reduced late payments and instances of non-payment.

•

Service Management and Improvement: We are committed to delivering on our SLAs and actively
monitor our fiber network and report on service availability for each key account. We conduct monthly
or quarterly service reviews with customers to identify concerns and jointly conduct root cause analysis
for service improvement. We manage key processes in-house, allowing us to control the speed and quality
of our operations and to quickly respond to customer needs and concerns. We provide 24/7 support
through a dedicated service desk. We also assign specific service managers for our Large Enterprise
customers. We believe that our ability to deliver on our SLAs is a key factor in maintaining our low churn
rates.
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•

Relationship Management: Our key account managers carefully analyze stakeholders and their
priorities, planning meaningful stakeholder engagement, and ensuring that each interaction delivers value
to the customer. They build personal and business relationships by scheduling regular visits to our
customers’ offices. They act as a single point of contact for all of our customers’ needs and are available
to speak to our customers by being a phone call away. If there is problem, the customer can call the key
account manager directly instead of going through a general customer services hotline. From time to time
and in line with nurturing a long-term relationship, we introduce tailored initiatives to support our
enterprise customers. For example, since the onset of COVID-19, we assisted several enterprise
customers with the installation of broadband internet connections at their employees’ homes. By building
trust with individual stakeholders as a customer, we are able to offer unsolicited proposals, cross-sell and
upsell based on understanding their business needs and issues. We believe that this would lead to
increased business with the customer over time.

Case Studies
We pride ourselves on our ability to understand our customers’ specific challenges and offer innovative solutions.
Two examples are set out below.
•

A Major Philippine Commercial Bank: One of our clients is a recognized leader in digital banking
which has embraced technological innovations to improve their services. The digitization of its
operations has resulted in the need for more reliable, higher bandwidth connectivity across its branches.
The bank asked four operators to bid for the upgrade of their connectivity, specifying reliability and cost
as key selection criteria. At the time, its current telecommunications services provider connected the bank
through MPLS, but did not have the available capacity to upgrade bandwidth to meet the bank’s needs.
Our sales and technical teams thought creatively about the bank’s problem, and developed a new product
to specifically cater to its needs: a private network service over our shared fiber network. This proved to
be a cost-effective solution to connect the bank’s branches and automated teller machines. Since then, all
of its branches within our service area have migrated to us, and we are now one of the bank’s primary
connectivity providers. The unique solution developed specifically for the bank is now our “FAST”
product, and has seen success at other customers.

•

Multilateral Financial Institution: A multilateral financial institution sent out an invitation to tender
for direct internet access, with two last mile connections to its headquarters. In its invitation to tender, it
specified that the second last mile connection be provided by another operator to ensure redundancy and
provide for 99.9% uptime. Instead of simply complying with the tender specifications, our Sales and
Network teams designed a solution where both connections would be provided by us but using different
nodes, thus meeting the client’s requirement for redundancy. We won the three-year contract but were
given only 30 days to lay the fiber underground and activate the circuit. It took 28 days to obtain all
permits, leaving only two days to complete the installation work. Nevertheless, our team was able to
meet the deadline. Over the course of the three-year contract, we delivered 100% uptime to the client. As
a result of this superior performance, when it came time to renew the contract, the client solely sourced
to us, and upgraded its bandwidth requirement.

See “Risk Factors—Risks Relating to Our Business—Our inability to acquire and retain customers, both
residential and enterprise, materially adversely affects our operating results and financial condition” on page 48
and “—Dissatisfaction with our customer service could prevent us from retaining our customers or adversely
affect our ability to acquire new customers” on page 55.
The Results
According to the Enterprise Survey, Converge has been able to deliver in areas that matter most for customers:
Converge rates the highest in product quality (in terms of its ability to meet SLAs) and customer service (in terms
of its ability to provide high-touch, personalized and responsive customer service). In the same survey, 88% of
respondents have also indicated that they would engage us as a provider if our enterprise services become available
at their business locations. Meanwhile, Converge also rates on par with its enterprise peers in terms of value for
money, which we believe highlights our customers’ recognition of the strength of our offering and the quality of
our customer service.
In view of the high satisfaction levels among our enterprise customers, our enterprise subscriber base has grown
at a CAGR of 33% between 2016 and 2019, and has continued to grow by 18% year-on-year in the first half of
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2020, while our monthly enterprise ARPU has increased by 9.7% from ₱22,319 in 2017 to ₱24,491 (U.S.$491)
in the first half of 2020.
OUR PROPRIETARY NETWORK
Network Overview
Our Network Today
Converge has invested significant capital amounting to approximately ₱26.7 billion (U.S.$535.6 million) between
January 1, 2016 and June 30, 2020, primarily to build an end-to-end fiber network that extends from the backbone
to the last mile. Our network is the newest network in the Philippines by average age of fiber and is one of the
most technologically advanced and extensive networks, according to MPA. Our network is designed with
scalability in mind and is built with sufficient excess capacity to serve anticipated future needs. Our network is
continuing to grow at a fast rate with efforts to expand nationwide (beyond Luzon) already underway.
Network Coverage
As of June 30, 2020, our domestic network of over 35,000 kilometers, which comprises: (i) a fiber backbone
stretching from the northernmost tip of Luzon to its southernmost end, with extensions to Visayas and Mindanao
underway and on-track to be completed by 2021 (our National Backbone); (ii) a distribution network that serves
as the regional access networks (our Provincial Backbone); and (iii) extensive last-mile loops that connect to the
end-user premises. As of June 30, 2020, our domestic network spanned over 200 cities and municipalities across
Luzon (including Metro Manila) and reached approximately 4.1 million homes. Our domestic network is also
connected with international networks via intra-Asia fiber backbone links connecting the Philippines with regional
hubs such as Hong Kong, Singapore and Taiwan.
Network Technology
As of June 30, 2020, our high-speed network, which is comprised of 87% FTTH and 13% HFC based on the total
length of our deployed network, is technologically superior to our available networks in the country, which are
predominantly copper, according to MPA. Home broadband connections provided on our fiber network can offer
speeds that are up to 100 times faster than those provided on the legacy copper networks of the other operators,
according to MPA.
Network Age
The average age of our fiber cables is 1.0 year, as of June 30, 2020, making our network among the newest in the
Philippines, according MPA. The young age of our network allows us to deploy the newest transmission
technologies, including new multiplexing technologies such as DWDM, which allow for higher transmission
capacities than on older networks. It also lowers maintenance costs.
Network Scalability
Our fiber network is designed to meet anticipated future needs. Our fiber network design provides for significant
built-in capacity, redundancy and resiliency, which would not only enable us to provide a significant step-up in
speeds when required (up to 1Gbps) while maintaining connection reliability, but also increase the amount of data
or network traffic that can flow through the network without additional capital expenditure for costly retrofit as
we scale our network.
Expansion strategy
We are continuing to expand our fiber network nationwide and are pursuing a dual-pronged network expansion
strategy: (i) under our “Go National” strategy, we are expanding our domestic backbone nationwide (beyond
Luzon) to connect new regions and broaden our coverage area, and (ii) under our “Go Deep” strategy, we are
branching out and increasing the reach of our distribution and last mile network within existing and new coverage
areas.
Network Snapshot
The table below provides a snapshot of our network and its recent growth.
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Total Length (km) .......................................
No. of Cities and Municipalities Covered..
Total Homes Passed ......................................
FTTH .................................................
HFC ...................................................
Total Ports.................................................
FTTH .................................................
HFC ...................................................
Household Coverage (%) .......................

as of December
31, 2019
26,723
167
3,221,743
2,423,944
797,799
2,009,761
1,211972
797,799
13

as of June 30,
2020
35,910
218
4,111,661
3,301,240
810,421
2,461,041
1,650,620
810,421
17

Domestic Backbone
Our wholly owned and technologically-advanced fiber backbone is the core data route that provides the principal
interconnection to the key distribution markets in the Philippines. Our 100% ownership of our domestic backbone
infrastructure provides us with independence and full control over key strategic elements of our network, including
network design and specification.
Our domestic backbone comprises both a terrestrial (dry) segment and a submarine (wet) segment. Once fully
built-out and completed, both segments will interconnect to form a continuous connectivity loop linking all three
major island groups (Luzon, Visayas and Mindanao) and eight major sub-islands of the Philippine archipelago.
As of June 30, 2020, we have substantially completed the construction of our terrestrial backbone in Luzon,
comprising a fiber network in a continuous loop reaching around the outer rim of the island of Luzon, the most
populous of the three major island groups. Construction of the terrestrial backbone in Visayas and Mindanao has
commenced in June 2019 and we believe is on track to be completed by 2021.
We are in the process of a significant network expansion program with the aim of reaching approximately 55%
of the total households in the Philippines (of 27.5 million households, according to MPA) with our network by
2025, which would be equivalent to up to 15 million homes passed and approximately 7.5 to 8 million ports by
2025. As of June 30, 2020, approximately 36% of our subscribers were located in Metro Manila and the remaining
64% were located in the other parts of Luzon. Luzon will continue to remain a key growth area for us going
forward, with up to 80% our subscriber base expected to be located in Luzon by 2025. We had aggregate capital
expenditures of approximately ₱25.2 billion (U.S.$505.5 million) from January 1, 2016 through to June 30, 2020.
For the second half of 2020 and 2021, we currently expect to incur capital expenditures in the aggregate amount
of approximately ₱30 billion (U.S.$601.8 million) toward, among other things, further development and
expansion of our domestic and international connectivity networks. The target areas primarily include localities
that are adjacent to existing core service areas. In addition, to a lesser extent, we will target new areas in tandem
with our National Backbone expansion.
Our terrestrial National Backbone is completely located underground to ensure maximum reliability, security and
weather protection. We use the latest HDD (horizontal directional drilling) and MT (microtrenching) cabling
methodologies to install fiber cables underground. These technologies are generally more cost- and time- efficient
with minimal impact on surface traffic as compared to traditional methods of laying fiber such as open trenching,
which requires road closures and digging across pedestrian pavements. The architecture of our backbone network
is based on a loop-design to ensure redundancy, whereby data traffic can be seamlessly switched onto an
alternative route, in the event of unforeseen network outages.
Given the topological nature of the Philippine archipelago, we are complementing our existing terrestrial National
Backbone with domestic submarine cable links, which consist of 14 segments connecting the three main island
groups and the eight major sub-islands of the country. As of June 30, 2020, we have completed our surveys and
we have started to secure the required permits for construction, and have commenced the construction of the
subsea backbone links connecting Luzon, Visayas and Mindanao. We expect this domestic submarine backbone
network to be ready for service by 2021.
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Design Philosophy
Our network design and infrastructure philosophy is centered around three guiding principles: high reliability,
high capacity and low latency.
We build multiple redundancies into our network to ensure that it is highly reliable. This includes the construction
of a pure looped optical fiber network, connections to multiple cable landing stations and construction of multiple
data and internet aggregation sites. This design approach ensures that no single point of failure will affect
information and data transfer throughout the network. In building our National Backbone, we employ the latest
high-capacity DWDM technology, which allows us to increase our data traffic capacity and data transfer speed
without significant additional capital expenditure. To ensure low latency of our network, we have multiple cache
engines installed at our data and internet aggregation sites storing and updating content from various commonly
accessed websites, which can be quickly delivered directly to customers, as opposed to accessing such content
from servers overseas.
Network Technology
We divide our domestic backbone into three separate levels for ease of management and to ensure higher levels
of redundancy and reliability.
At level 1 of our network, which includes our National Backbone and POP connections through our cable landing
stations, we operate two strategically located data centers at Pasig and Pampanga and employ high capacity
DWDM technology. The advanced DWDM technology allows us to maximize the capacity of each optical fiber
through the use of different wavelengths of laser light to transmit digital data, permitting up to 400Gbps across
80 different channels. The DWDM technology is triple redundant, thereby ensuring high levels of reliability and
in line with our design philosophy.
At level 2 of our network, we operated 170 data and internet aggregation sites through multiple subrings (or optical
fiber loops that are connected off our National Backbone) as of July 2020. We intend to establish further data and
internet aggregation sites to form a distributed network as our backbone is expanded nationwide. The distributed
architecture and design of our network, especially at level 2, provides higher levels of redundancy and reliability
over what is already being offered at level 1 of our network.
Our data and internet aggregation sites also serves as domestic internet traffic gateways and is critical to our
content delivery network (“CDN”). Our CDN contains several cache engines at our data centers which constantly
update and store content from popular and highly-trafficked internet content providers (such as video streaming
service providers and other OTT providers). Locating these data and internal aggregation sites onshore and closer
to our subscribers will ensure low latency (and lesser delays) in accessing content.
At level 3 of our network, which is the level closest to our enterprise and residential customers, we operated 496
data and internet access sites as of July 2020. These data sites operate certified MEF (Metro Ethernet Forum)
Carrier Ethernet 2.0 access technology for enterprise customers and GPON access technology for residential
customers, and high capacity metro DWDM and MPLS technology as data transport levels. This technology,
coupled with our all-fiber network, provides our enterprise and residential customer’s high efficiency in
downloading and uploading of data.
High Capacity Backbone
In July 2020, we activated the Philippines’ first 400GB metro backbone utilizing industry-leading optical solutions
from a United States-based networking systems, services, and software company. As demand for bandwidth
increases, the 400GB optical solution allows us to efficiently improve the capacity of our nationwide backbone to
deliver a more seamless user experience. Leveraging ASON technology, the network is capable of automatically
routing traffic to multiple available paths during fiber breaks, a feature that traditional DWDM technology cannot
provide. This deployment provides us with a programmable, dynamic setup of connections that increases
adaptability and resiliency. The metro backbone can further be scaled to higher 800GB capacity to support future
growth.
Distribution Network
To complement our domestic backbone, we also build and operate our own regional and local access networks.
Regional access networks, comprising of smaller loops branching off from the domestic backbone, form our
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“distribution network.” Local access networks, comprising of even smaller loops branching off from the
distribution network, form our “last mile”.
The distribution network serves as the intermediary network connecting our domestic backbone with the network
access points (“NAP”), with the NAPs being then connected to the premises of our end-users through the last
mile. Our distribution network comprises both through aerial and underground networks.
Part of our distribution network are poles upon which NAPs are hoisted. These NAPs are generally located within
a 300-meter reach from our subscribers’ premises. As of July 31, 2020 we owned approximately 60% of the poles
in our Distribution Network which host our NAPs, and we aim to own over 80% of poles hosting our NAPs by
the end of 2020, giving us greater control of our entire network. For the poles that we lease, we have pole-sharing
or rent agreements with regional and local electricity distribution companies. In time, we plan to own 100% of
our poles in order to be self-sufficient and reduce our dependency on third parties.
We will continue to expand our distribution network nationwide, both in Luzon, as well as in Visayas and
Mindanao where efforts to build out our distribution network have more recently commenced.
Last Mile
Our last mile network, which is the infrastructure at the neighborhood level, connects the NAPs with the premises
of our end-users. Our last mile network utilizes both FTTH and HFC technologies. While both FTTH and HFC
technologies can provide high-speed and low-latency connectivity, FTTH is the latest technology available in the
market and the predominant form of technology utilized in advanced markets such as Singapore and Hong Kong.
In order to meet future demand for fast and reliable connectivity, in early 2018, we began to accelerate the
expansion of our FTTH-enabled network and in early 2019, we largely ceased active deployment of our HFCenabled network. As of June 30, 2020, our FTTH-enabled network accounts for the significant majority
(approximately 80% of our homes passed) of our overall network.
The distance between our NAPs and the end-user premise is generally within 300 meters. The number of NAPs
installed in a neighborhood is determined based on the density of the coverage area and our internal estimates of
the potential subscribers we can serve in that area. Each NAP has eight ports, and one port serves one customer.
The last mile fiber network connections utilize GPON technology, which enables a single optical fiber to serve
up to 64 homes, thereby being able to connect up to eight NAPs in the neighborhood. The architecture uses passive
(unpowered) optical splitters to connect to individual homes, reducing equipment costs compared to traditional
point-to-point networks.
In line with our expansion strategy, we will continue to expand our last mile within our existing markets and in
new coverage areas.
International Interconnectivity
Our domestic network is connected with international networks via backbone loops connecting the Philippines
with connectivity hubs in the Asia Pacific region such as Hong Kong, Singapore and Taiwan as well as the U.S.
We have contracted with several leading global telecommunication carriers, which collectively provide almost
750 Gbps of bandwidth capacity on certain key international networks as of July 2020. In August 2020, we entered
into an agreement with Telstra International Limited to purchase 5 Tbps of international bandwidth capacity,
providing a 15-year IRU on two major intra-Asia networks for an attractive cost. This 5 Tbps of bandwidth
capacity is equivalent to approximately seven times our current leased bandwidth capacity, and has been priced
at an aggregate unit cost that is meaningfully lower compared to our average contracted lease costs at present.
This IRU is subject to certain conditions. Going forward, Converge intends to continue to secure proprietary
access to international bandwidth capacity through similar agreements with other international carriers, which can
provide us with significant cost savings. In addition to our international bandwidth capacity agreement initiatives,
we have further supplemented our networks by actively deploying CDN servers to cache content onshore and
reduce international traffic.
Our Network Competitive Advantage
MetroWorks (in combination with certain company functions) is core in our ability to build a proprietary end-toend fiber infrastructure, which differentiates us from other industry players, according to MPA. The key
differentiators that sets apart our network from the network of other providers as of March 31, 2020 are the
following, according to MPA:

200

Factor
Technology Deployed
(Share of High-Speed to Total Network
(%))
Network Age
(Average Age of Network (Years))
Backbone Capacity
(Fiber pair/km)
Fiber Network Density
(Port per 100 Household)
Port Take-up Rate
Proximity to Household
(Distance of NAP to household
(meters))
Ready to Service FTTH Ports

Measure
100%

Differentiation
High-speed technology
access speeds

1 year

Requires lower maintenance capital
expenditures and operating expenditures
Significant network capacity to address
future demand
Able to establish “first mover” advantage

126
29
40%
175

enables

faster

Ports deployed to specific demand pockets
Faster rollout of connections to households
at a lower cost

1.0

Able to add ~1 million subscribers with
minimal capex
Note: See “Industry Overview” for comparison against industry average.

See “Risk Factors—Risks Relating to Our Business—We are subject to certain risks in respect of the rollout and
maintenance of our network” on page 48.
Our Rollout Approach
Our rollout strategy is executed by our experienced construction management company, MetroWorks. As a wholly
owned subsidiary of Converge, MetroWorks is fully dedicated to serving Converge as its sole customer. Through
MetroWorks, we retain full control over critical network functions including network design and planning, rollout
execution and network maintenance. In June 2020 and July 2020, we achieved monthly port rollout of
approximately 120,000 ports and approximately 150,000 ports, respectively, which has increased significantly
from approximately 3,100 ports in December 2016.
We believe MetroWorks is key to our ability to execute our network rollout at a faster pace and a lower cost than
the industry average, while maintaining strong quality control. This, coupled with our targeted network
deployment approach, has resulted in higher ROIC than industry, according to MPA.
There are three major phases of our network rollout: (i) Rollout Planning; (ii) Rollout Execution and (iii) Network
Maintenance and Monitoring.
Rollout Planning
Objectives
In the first phase of our network rollout, we establish our overall rollout strategy and directly onboard third-party
contractors. In this phase, our goal is to ensure efficient network deployment, addressing specific demand pockets
within each area, in order to deliver strong ROIC.
Rollout Plan
We conduct market analysis to evaluate opportunities located in both existing and new areas. Existing areas are
primarily prioritized based on existing take-up and remaining FTTH ports inventory, while new areas are
determined based on macro-economic considerations, competition and technical factors. Other industry players
carry out this phase with focus on higher-level plans, according to MPA.
Third-party Contractors
We maintain and conduct periodic training for a number of FTK and STK contractors with telecommunications
network rollout expertise, all of whom have been evaluated based on multiple criteria, including past performance,
technical expertise and pricing. Other industry players work closely with external management construction
companies to onboard contractors, according to MPA, which may result in delays in rollout.
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Rollout Execution
Objectives
In the second phase of our network rollout, we develop network design, procure network materials and equipment
as well as carry out construction. In this phase, our goal is to ensure consistency in quality, maintain speed and
flexibility to roll out across different areas, regardless of geographical topology, and reduce the time and cost for
the overall network rollout.
Network Design
We utilize a combination of aerial and underground cable network design for each respective target area based on
several factors, including cost-benefit analysis, geographical topology and inputs from relevant local stakeholders.
The network is designed with MT and HDD cabling technologies to be deployed in certain areas. These
technologies allow the deployment of fiber at a significantly faster pace, and makes the repair of any fiber cuts
more efficient given the relatively shallow depth of the incision. See “—Case Study: Microtrenching.”
Procurement
We directly procure network materials and equipment for our network rollout nationwide. Given our scale, we
believe that we are able to negotiate more favorable pricing and payment terms. For example, we have been able
to secure 180-day to 270-day payment terms with certain major network material and equipment suppliers at no
additional cost. We believe that this has helped us to further manage our internal cash flows. Other industry players
work closely with third party contractors, who may layer in additional procurement margins, according to MPA.
Construction
We work closely with a number of FTK and STK contractors to carry out construction of its nationwide backbone,
distribution network and last-mile infrastructure. We employ a combination of HDD and MT technologies for the
installation of fiber cables underground. See “—Case Study: Microtrenching.” We ensure quality controls by
testing 100% of the network rollout. Other industry players, at the moment, delegate parts or all of this construction
to FTK contractors, according to MPA.
Network Maintenance and Monitoring
We operate and maintain our existing and new or recently activated network in-house. Our global and customer
network operating centers (“NOC”) operate on a 24/7 schedule to monitor ongoing network performances. In the
event of network issues, we deploy resources for immediate restoration and troubleshooting. We benefit from
having a young network with built-in scalability and redundancy features. Other industry players outsource this
phase to third-party contractors, according to MPA.
Case Study: Microtrenching (MT)
MT involves digging a narrow trench of one to two inches wide and two feet deep to deploy fiber for secondary
backbone. Fiber deployed through MT technology is not deployed as deep as with traditional trenching techniques,
which allows faster and more cost efficient deployment of the fiber and repair of any fiber cuts.
MetroWorks purchases its MT equipment from a French manufacturer, and has pioneered MT cabling in the
Philippines. The technology has helped accelerate our network rollout, especially when local residents are
concerned about potential traffic disruptions and poor street-level aesthetics associated with overhead cable
deployments. We believe that MetroWorks is the clear leader in this fiber rollout technology in the Philippines,
owning approximately 88% of the MT machines operating in the country as of December 31, 2019. MetroWorks
rents out its machines to its subcontractors.
As of June 30, 2020, MetroWorks owned 47 heavy construction vehicles, including 28 units of MT and 21 HDD
machines, which further enhances our ability to deploy our network faster and more affordably than industry.
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INFORMATION TECHNOLOGY
Our IT platforms support our operations and enable the provision of services to customers. We have selected our
systems for their ability to enhance the customer experience, deliver operational and cost efficiency, and provide
timely management information.
Our IT systems are segmented to support our different business areas and are tightly integrated to ensure efficiency
and accuracy of our data. A snapshot of our systems architecture is provided below.

The following are the key segments and components of our IT systems:
•

•
•

•
•

Customer Engagement Systems: These systems manage interactions and relationships with target and
current customers. These include self-service portals for customers, customer contact centers for support
and interaction, interactive voice response units, various websites and social media tools for continuous
engagement and customer offerings.
Business Support Systems (BSS): These systems support customer-facing activities including order
management, charging and billing, and after-sales service.
Operations Support Systems (OSS): This set of applications support processes for the efficient operation
of the network. This includes network planning, service provisioning, tracking network assets, and
network performance management to ensure service quality.
Enterprise Resource Planning (ERP) Systems: These systems enable us to manage the business,
primarily supporting the Finance, Procurement and Human Resource functions.
Business Intelligence (BI) System: Our BI tools support management reporting and decision making by
extracting, analyzing and presenting information from other systems for management use.

As we grow, we will continue to evolve and to invest in our IT systems and infrastructure to improve our customer
experience, enable product innovation and ensure reliability and cost efficiency. We keep abreast of technology
trends and adopt new technologies as appropriate to suit our business needs. See “Risk Factors—Risks Relating
to Our Business—Any deficiency in our billing and credit control processes, IT systems and customer management
could materially and adversely affect our results of operations and financial condition” on page 52.
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DATA PROTECTION AND CYBERSECURITY
Data protection laws govern our use of data obtained from customers, including the manner of collection, use and
security of personal data. We have systems in place to require any person who controls the collection, holding,
processing or use of data comply with our statutory obligations in respect of data protection. We also ensure that
data collected has the appropriate consent given prior to use.
The potential for cybersecurity attacks from external parties is limited due to the nature of our network
infrastructure as well as policies and mechanisms that are in place to ensure that our assets are protected.
•
•

IT systems security and systems access security: Standard user identity management and audit trails, as
well as a firewall security systems, are in place to prevent unauthorized access to company’s systems
Internal Control: Internal control mechanisms and policies are implemented across the organization.
These include regular education of security protocols across the organization and periodical checks of
applications both internally and externally to ensure the security standards are adhered to.

See “Risk Factors—Risks Relating to Our Business—Our network and systems are vulnerable to physical or
electronic security breaches, piracy, hacking and other similar disruptive problems” on page 52 and “—Changes
in regulations or user concerns regarding privacy and protection of user data, or any failure to comply with such
laws, could adversely affect our business” on page 58.
DISASTER RECOVERY
We have a business continuity plan and disaster recovery plan in place. These plans enable us to continue critical
business functions at an alternative business location should the main business location be compromised. Our
critical infrastructure is replicated across two sites and vital records are also periodically backed up and stored at
an offsite location as part of normal operations. See “Risk Factors—Risks Relating to Our Business—Any
disruption to our network rollout, services and operations or damage to or failure of our network, including as a
result of natural disasters, public health crises and accidental damage, could materially and adversely affect our
financial performance and operations” on page 53.
CUSTOMERS
We serve residential customers and microbusinesses under our Residential Business and enterprise customers of
varying sizes, industries and types under our Enterprise Business, including the BPO sector, banking and financial
services, education, retail and the public sector.
In 2019 and in the first half of 2020, 70% and 77% of our revenue, respectively, was derived from our Residential
Business. For the year ended December 31, 2019 and for the six months ended June 30, 2020, we did not derive
more than 2% and 1.2% of revenues from a single customer and our business is not dependent upon a few
customers. Moreover, the percentage of total revenue attributable to our ten largest customers combined was less
than 6% and 5% for the year 2019 and for the six months ended June 30, 2020, respectively.
SUPPLIERS
We purchase substantially all of our network equipment outside of the Philippines and we expect this to continue
as we pursue our network expansion plans and other development programs. For core network equipment and the
expansion of our optical transmission backbone, including for our planned subsea cables, Huawei Technologies,
ZTE, Nokia and Ciena are our principal suppliers. Fiber procurement is undertaken through a bidding process and
our principal suppliers are fiber manufacturers such as YOFC International (Philippines) Corporation, Hengton
Optic-Electric International Co., Ltd. and ZTT International Ltd.
We engaged with a diversified base of more than 250 suppliers in 2019, and believe that we are not dependent on
a limited number of suppliers for our business operations. In the year 2019, the percentage of our total costs
attributable to our largest supplier was approximately 12%, and the percentage of our total costs attributable to
our five largest suppliers was approximately 30%. We will continue to diversify our supplier base and if any one
of our suppliers is unable or unwilling to supply us in the future, we believe that we will be able to obtain
alternative sources of supply for the equipment and services we require.
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We review the performance of each of our suppliers periodically, assessing the quality of work performed and
materials supplied against the requirements set out in our contractual agreements. Depending on the supplier’s
internal classification, performance is reviewed annually or per transaction. See “Risk Factors—Risks Relating to
Our Business—The loss of key suppliers or their failure to deliver equipment or services in a timely or satisfactory
manner or at attractive prices could materially adversely affect our operating and financial performance”on page
50.
In addition, MetroWorks contracts with third party contractors for the rollout of fiber and network installation
nationwide. We require our contractors to maintain certain quality levels and employ trained personnel, and we
monitor their efficiency and quality of service regularly.
COMPETITION
Other major fixed broadband operators in the Philippines include PLDT and Globe Telecom. These other
operators primarily focus on providing mobile connectivity. Based on publicly-available data, mobile services
represented approximately 62% of their total revenues for the year ended December 31, 2019, compared to fixed
broadband which accounts for approximately 27% of their total revenues, according to MPA. As of December 31,
2019, these operators each had tens of millions mobile customers to service and maintain, and 54% of these
subscribers were still using 2G and 3G networks, compared to 49%, 37%, and 39% for Indonesia, Malaysia and
Thailand, respectively, according to MPA. These operators will need to significantly upgrade their existing mobile
networks to satisfy the growing bandwidth demands of their mobile customers, according to MPA. We believe
that these operators will continue to be focused on sustaining their core mobile business and serving their core
mobile subscriber base.
As the only major telecommunications operator in the Philippines that is focused on serving the fixed broadband
market, we believe that we well positioned to increase our market share in the fixed broadband market. Leveraging
on our proprietary, end-to-end fiber network, we believe that we have been able to differentiate ourselves by
offering superior product and customer service. The Residential Survey confirms that our product offering and
value proposition provide the market with compelling alternatives to the services provided by other operators. As
a result, we are the market leader in the high-speed fixed residential broadband services with a 55% market share
by high-speed residential fixed broadband subscriptions as of June 30, 2020, and are the fastest growing fixed
broadband operator in the Philippines, capturing 56.6% market share of new subscriptions from January 1, 2018
to June 30, 2020, according to MPA.
HUMAN RESOURCES
We believe that our employees are critical to the success of Converge, and we place great importance on attracting
and retaining the most talented and qualified employees to be part of our team.
As of June 30, 2020, Converge had 2,100 full-time employees broken down as follows:
Number of Employees
Category(1)
Executive ..............................................................................................
Management .........................................................................................
Supervisor ............................................................................................
Team Member ......................................................................................
Total.....................................................................................................

As of June 30, 2020
7
139
185
1,769
2,100

In addition, as of June 30, 2020, MetroWorks had 453 full-time employees. Furthermore, we engage various thirdparty manpower service providers to support the personnel requirements of our business. These include manpower
agencies for various technical and skilled worker as well as maintenance and janitorial services. MetroWorks
engages third-party contractors for various construction and installation works.
We have no collective bargaining agreement with any employee and none of our employees belong to a union.
We believe that we have a good relationship with our employees.
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To ensure that we attract and retain members of our management team and employees, we offer competitive salary
and benefits packages and encourage employees to join relevant management training programs. In addition, our
Customer Experience division conducts strategic sales and customer trainings and has monthly awards and
recognition programs. See “Risk Factors—Risks Relating to Our Business—We may be unable to attract and
retain key personnel, directors, managers, employees and other individuals without whom we may not be able to
manage our business effectively” on page 56.
Employee Stock Option Plan
We intend to establish in September 2020 an employee stock option plan to provide incentive compensation to
executives, officers, employees and other eligible participants who are consistent performers and contributors to
our strategic and financial goals. See “Directors and Management —Employee Stock Option Plan.”
New Measures for the Safety and Wellbeing of our Employees in light of COVID-19
The safety and wellbeing of our employees is of utmost importance to us. We have adjusted the work arrangements
of our personnel to provide a safe working environment and to prevent the spread of COVID-19.
Specifically, we have implemented the following precautionary measures and policies to minimize the possibility
of COVID-19 infections at the workplace:
•
•
•
•
•
•
•

taking the temperature of our staff and customers when they enter our offices and business centers and
maintaining an adequate supply of hand sanitizers for use at our premises;
requiring all personnel to wear face masks at all times;
reminding all our personnel to be aware of the importance of maintaining good personal and workplace
hygiene;
regularly cleaning and ventilating our offices and facilities;
minimizing in-person meetings;
monitoring the travel history of our personnel; and
monitoring the latest information released by the Government and keeping our personnel informed about
material updates, such as any mandatory quarantine imposed in different areas.

The measures above have not resulted in a material disruption to our business operations.
INTELLECTUAL PROPERTY
We have a number of registered trademarks registered with the Philippine Intellectual Property Office as well as
applications for the registration of various trademarks. These trademarks are important because name recognition
and exclusivity of use are contributing factors to our success.
Under the Intellectual Property Code of the Philippines, the rights to a trademark are acquired through the
registration with the Bureau of Trademarks of the Intellectual Property Office, which is the principal government
agency involved in the registration of brand names, trademarks, patents and other registrable intellectual property
materials.
Upon registration, the Intellectual Property Office issues a certificate of registration to the owner of the mark,
which shall confer the right to prevent all third parties not having the consent of the owner from using in the
course of trade identical or similar signs or containers for goods or services which are identical or similar to those
in respect of which the mark is registered. The certificate of registration also serves as prima facie evidence of the
validity of registration and the ownership of the mark of the registrant. A certificate of registration remains in
force for an initial period of 10 years and may be renewed for periods of ten 10 years at its expiration.
Set out below is a list of our marks registered with the Philippine Intellectual Property Office:
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Nice
Classificati
on No.
9, 38, 42

Registration
Number
14394

Application
Serial
Number
42019014394

CONVERGE ICT
SOLUTIONS INC.

9, 38, 42

8259

STREAM COME
TRUE
CONVERGE FAST

9, 38

Filing Date
August 15,
2019

Registration
Date
February 27,
2020

Expiration
Date
February 27,
2030

42019008259

May 20,
2019

January 19,
2020

January 19,
2030

8272

42019008272

9, 42

8269

42019008269

May 20,
2019
May 20,
2019

January 19,
2020
January 19,
2020

January 19,
2030
January 19,
2030

CONVERGE
WHOLESALE

9, 38

8263

42019008263

May 20,
2019

January 19,
2020

January 19,
2030

CONVERGE FIBER
XTREME!

9, 38

8264

42019008264

May 20,
2019

January 19,
2020

January 19,
2030

CONVERGE IBIZ

9, 38

8261

42019008261

May 20,
2019

August 29,
2019

August 29,
2029

UNHAPPY WITH
YOUR INTERNET?

9, 38

8276

42019008276

May 20,
2019

August 29,
2019

August 29,
2029

CONVERGE
FREEDOM

38

2814

42019002814

February 21,
2019

June 27,
2019

June 27,
2029

CONVERGE

38

1016

42018001016

January 18,
2018

January 20,
2019

January 20,
2029

Brand Name/Mark
CONVERGE
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Nice
Classificati
on No.
38

Registration
Number
1017

Application
Serial
Number
42018001017

CONVERGE
MICROBIZ

9, 35

8265

CONVERGE THE
GAME CHANGER

9, 38

8268

Brand Name/Mark
CONVERGE
EXPERIENCE
BETTER

Filing Date
January 18,
2018

Registration
Date
January 20,
2019

Expiration
Date
January 20,
2029

42019008267

May 20,
2019

March 23,
2020

March 23,
2030

42019008268

May 20,
2019

March 23,
2020

March 23,
2030

As of the date of this Prospectus, we have over 30 pending applications for registration with the Philippine
Intellectual Property Office. See “Risk Factors—Risks Relating to Our Business—Intellectual property claims by
third parties or our failure to protect our intellectual property rights could diminish the value of our brand and
weaken our competitive position” on page 55.
INSURANCE
We obtain and maintain appropriate insurance coverage on our properties, assets and operations in such amounts
and covering such risks as are usually carried by companies engaged in similar businesses and using similar
properties in the same geographical areas as those in which we operate. We maintain insurance policies, including
vehicle insurance, marine insurance, property insurance (including insurance on nodes and other network assets).
Our insurance providers include both large domestic and international insurers. See “Risk Factors—Risks Relating
to Our Business—Our insurance policies may be insufficient or we may experience a delay between an insured
loss occurring and being compensated by our insurers” on page 57.
CORPORATE AND SOCIAL RESPONSIBILITY
It is ingrained in our policies and code of conduct to encourage involvement in the communities wherein we work
and live, foster environmental responsibility and support and respect human rights. We are an active member of
our communities and participate in a wide range of social, cultural and environmental initiatives.
In the last three years and for the six months ended June 30, 2020, our CSR activities included the following:
•
•
•

donated to relief operations to assist those affected by the Taal volcano eruption in January 2020;
adopted a surgical ward in the Oriental Mindoro Provincial Hospital; and
contributed to the rehabilitation of the Ospital ng Angeles (Angeles Hospital) in Pampanga province.

PROPERTY
See “Description of Property”.
LICENSES AND PERMITS
See “Description of Permits and Licenses.”
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QUALITY CONTROL, HEALTH, SAFETY, AND ENVIRONMENTAL MATTERS
We are compliant with applicable statutes and regulations on health, safety and environment and we possess the
required permit and licenses to operate our facilities. The costs of compliance with the foregoing regulations are
included in the cost for permits and licenses. For further discussion, please refer to the section on “Regulatory and
Environmental Matters—Environmental Laws” on page 225 and section on “Description of Permits and Licenses”
on page 211.
LEGAL PROCEEDINGS
We are not currently involved in any material litigation, arbitration or similar proceedings, and we are not aware
of any such proceedings pending or threatened against us or any of our properties, which are or might be material
in the context of the Offer. See “Risk Factors—Risks Relating to Our Business—We may be involved in legal and
other proceedings from time to time” on page 56.
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DESCRIPTION OF PROPERTY
The general asset description and locations of the various properties owned and leased by our Company are
included as Appendix 1 of this Prospectus. The properties included in Appendix 1 are in good condition, ordinary
wear and tear excepted. None of these properties are used as collateral for our Company liabilities except for
certain transportation equipment under finance lease which are subject to chattel mortgage.
Land, Buildings, and Leasehold Improvements
We own several parcels of land located in: San Carlos City, Negros Occidental; Bacong, Negros Oriental; Naga
City, Cebu; Roxas City, Capiz; San Juan, Batangas; Tagbilaran, Bohol; Roxas, Oriental Mindoro; Zarraga, Iloilo;
Bogo, Cebu; Masbate, Masbate; and Maguikay, Mandaue City, Cebu. We also lease several floors of Reliance IT
Center, 99 E. Rodriguez Jr. Avenue, Bo. Ugong, Pasig City which serves as our corporate headquarters. In
addition, the Company also leases office spaces, payment and business centers, and warehouses in the following
areas: Caloocan City; City of Manila; Las Pinas City; Makati City; Marikina City; Mandaluyong City; Muntinlupa
City; Navotas City; Paranaque City; Pasig City; Quezon City; Taguig City; Valenzuela City; Clark Freeport Zone,
Subic Bay Freeport Zone; Daraga, Albay; Legazpi City, Albay; Ligao, Albay; Polangui, Albay; Tabaco, Albay;
Batangas City; San Jose, Batangas; San Juan City; Talisay, Batangas; Sto. Tomas, Batangas; Taal, Batangas;
Tanauan, Batangas; La Trinidad, Benguet; San Jose Del Monte, Bulacan; Danao City, Cebu; Daet, Camarines
Norte; Labo, Camarines Norte; Sta. Elena, Camarines Norte; Calabanga, Camarines Sur; Pamplona, Camarines
Sur; Sipocot, Camarines Sur; Iriga City, Camarines Sur; Cavite City; Bacoor, Cavite; Dasmarinas City, Cavite;
Gen. Trias, Cavite; Imus, Cavite; Noveleta, Cavite; Batac City, Ilocos Norte; Laoag City, Ilocos Norte; Binan,
Laguna; Calamba City, Laguna; Cabuyao, Laguna; Sta. Crus, Laguna; Los Baños, Laguna; San Pedro, Laguna;
Sta. Rosa, Laguna; Agoo, La Union; Bauang, La Union; San Jose City, Nueva Ecija; Sta. Rosa, Nueva Ecija;
Zaragoza, Nueva Ecija; Aritao, Nueva Vizcaya; Apalit, Pampanga; Angeles City, Pampanga; Mabalacat City,
Pampanga; Macabebe, Pampanga; Mexico, Pampanga; Pulung Maragul, Pampanga; San Fernando; Pampanga;
Sto. Tomas, Pampanga; Bayambang, Pangasinan; Binalonan, Pangasinan; Lingayen, Pangasinan; San Carlos City,
Pangasinan; San Miguel, Pangasinan; Taug, Pangasinan; Umingan, Pangasinan; Urdaneta, Pangasinan; Gumaca,
Quezon; Lucena City, Quezon; Sariaya, Quezon; Tiaong, Quezon; Binangonan, Rizal; Taytay, Rizal; Sorsogon
City, Sorsogon; Tarlac City; Gerona, Tarlac; Paniqui, Tarlac; Olongapo City, Zambales; and San Juan Castillejos,
Zambales.
As of the date of this Prospectus, there are parcels of land located in Bacong-Negros, Tagbilaran-Bohol, San JuanBatangas, Roxas-Mindoro, Roxas City-Capiz, Naga City-Cebu, Bogo-Cebu, Zarraga-Iloilo, Maguikay-Mandaue
City-Cebu, and Masbate-Masbate, which are pending registration in favor of the Company.
Telecommunications Equipment
As of the date of this Prospectus, our primary telecommunications equipment comprises our nationwide fiber
network. See “Business—Our Proprietary Network.”
Investments in Submarine Cable Systems
We invested in a submarine cable system for which we entered into a supply contract for the purchase of submarine
cables and accessories and other equipment, as well as a service contract for the design, manufacture, installation,
integration, testing and commissioning of the submarine cable system and provision of long term technical support
and maintenance thereof with Huawei Marine Networks Co. Ltd.
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DESCRIPTION OF PERMITS AND LICENSES
This section outlines the major permits and licenses necessary to operate our business. We believe that we have
all the applicable and material permits and licenses necessary to operate our business as currently conducted and
such permits and licenses are valid, subsisting, or pending renewal. Moreover, we have adopted processes to
strengthen our compliance culture in order to manage and ensure that all requirements, permits and approvals are
obtained in a timely manner. See “Risk Factors—Risks Relating to Our Business—We are subject to significant
government regulation and supervision, and our failure to obtain and maintain regulatory licenses and permits
could materially and adversely affect our operating and financial performance” on page 53.
Our Company has all the material permits and licenses necessary for its business as currently conducted, which
are valid and subsisting as of the date of this Prospectus, as confirmed by the law firm of Adarlo, Caoile &
Associates Law Offices in a legal opinion dated September 29, 2020.
We were granted a legislative franchise under R.A. No. 9707 to construct, install, establish, operate and maintain
telecommunications systems throughout the Philippines. Our franchise is for a term of 25 years from the date of
effectivity of R.A. No. 9707 and is expected to last until 2034. For further discussion of our legislative franchise,
please refer to the section on Regulatory and Environmental Matters on page 217 of this Prospectus. We have
been operating on the basis of a valid Provisional Authority issued by the NTC. On September 28, 2018, the NTC
renewed our Provisional Authority until December 24, 2021. In a certification dated August 25, 2020, the NTC
confirmed that our Company is in good standing with the NTC. We intend to file the application for renewal of
the Provisional Authority by the fourth quarter of 2020.
General Permits and Licenses
No.
1.

Issuing Agency
SEC

2.

Certificate of
Incorporation
Legislative Franchise
(Republic Act No.
9707)

3.

Provisional Authority

4.
5.

Business Permit
Certificate of
Registration
Certificate of
Registration in the
Philippine
Government
Electronic
Procurement System
Certificate of
Registration
Certificate of
Registration
Certificate of
Registration
Certificate of
Registration re
compliance with Rule
1020 of the
Occupational Safety
and Health Standards

National Telecommunications
Commission (“NTC”)
City of Angeles
Bureau of Internal Revenue (“BIR”)

6.

7.
8.
9.
10.

20

Type of Permit

Congress

Department of Budget and
Management (“DBM”)

Social Security System (“SSS”)
Philippine Health Insurance
Corporation (“PhilHealth”)
Pag-IBIG Fund (“Pag-IBIG”)
Department of Labor and
Employment (“DOLE”)

Issue Date

Expiry Date

(DD/MM/YR)

(DD/MM/YR)

17/10/2007

N/A 20

Lapsed into law
without the signature
of the President on
08/08/2009

2034

28/09/2018

24/12/2021

07/01/2020
17/10//2007

31/12/2020
N/A

19/05/2020

19/05/2021

August 2011
(coverage start date)
12/12/2012

N/A

25/10/2013

N/A

07/09/2015

N/A

N/A

By virtue of Section 11 of Republic Act No. 11232, otherwise known as the Revised Corporation Code of the Philippines.
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11.

Certification on
Registration

National Privacy Commission
(“NPC”)

10/12/2019

7/03/2021

Business Centers
No.
12.

14.
15.

Angeles Branch
(Jenra)
Angeles Branch
(Jenra)
Bacoor Branch
Bacoor Branch

16.
17.

Calamba Branch
Calamba Branch

18.
19.

Dagupan Branch
Dagupan Branch

20.
21.

Lipa Branch
Lipa Branch

22.

Mabalacat
Branch
Mabalacat
Branch
Naga Branch
Naga Branch

13.

23.
24.
25.
26.
27.
28.
29.
30.
31.
32.
33.
34.
35.
36.

37.
38.

21

Office

Olongapo
Branch
Olongapo
Branch
Pasig Branch
Pasig Branch
San Carlos City
Branch
San Carlos City
Branch
San Fernando
Branch
San Fernando
Branch
San Pedro
Branch
San Pedro
Branch
Santa Rosa
Branch
Santa Rosa
Branch
Tarlac Branch
(Casa Amelita)

Type of Permit

Issuing Agency

Issue Date

Expiry Date

(DD/MM/YR)

(DD/MM/YR)

Business Permit

City of Angeles

31/01/2020

31/12/2020

Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit

BIR

11/02/2013

N/A

City of Bacoor
BIR

24/01/2020
26/10/2018

31/12/2020
N/A

City of Calamba
BIR

31/01/2020
30/07/2018

31/12/2020
N/A

City of Dagupan
BIR

04/02/2020
22/11/2018

31/12/2020
N/A

City of Lipa
BIR

04/02/2020
28/08/2018

31/12/2020
N/A

City of Mabalacat

17/01/2020

31/12/2020

Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit

BIR

05/04/2017

N/A

City of Naga
BIR

17/02/2020
26/10/2018

31/12/2020
N/A

City of Olongapo

27/01/2020

31/12/2020

Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit

BIR

23/11/2015

N/A

City of Pasig
BIR

19/08/2020
06/09/2011

31/12/2020
N/A

City of San Carlos

13/03/2020

31/12/2020 21

Certificate of
Registration
Business Permit

BIR

03/09/2019

N/A

City of San Fernando

24/01/2020

31/12/2020

Certificate of
Registration
Business Permit

BIR

23/06/2017

N/A

City of San Pedro

31/01/2020

31/12/2020

Certificate of
Registration
Business Permit

BIR

27/03/2019

N/A

City of Santa Rosa

31/01/2020

31/12/2020

Certificate of
Registration
Business Permit

BIR

12/09/2019

N/A

2020

31/12/2020

City of Tarlac

No expiry date provided in the business permit. Expiry date presumed to be 31 December 2020.
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No.
39.

Office

42.
43.

Tarlac Branch
(Casa Amelita)
Trece Martires
Branch
Trece Martires
Branch
Urdaneta Branch
Urdaneta Branch

44.
45.

Apalit Branch
Apalit Branch

46.
47.

Arayat Branch
Arayat Branch

48.
49.

Bacolor Branch
Bacolor Branch

50.
51.

Balayan Branch
Balayan Branch

52.
53.

Bamban Branch
Bamban Branch

54.

Camiling
Branch
Camiling
Branch
Capas Branch
Capas Branch

40.
41.

55.
56.
57.
58.

60.
61.

Concepcion
Branch
Concepcion
Branch
Daet Branch
Daet Branch

62.
63.

Limay Branch
Limay Branch

64.

Macabebe
Branch
Macabebe
Branch
Mariveles
Branch (Balon
Anito)
Mariveles
Branch (Balon
Anito)
Mariveles
Branch (San
Carlos)

59.

65.
66.

67.

68.

Type of Permit

Issuing Agency

Issue Date

Expiry Date

(DD/MM/YR)

(DD/MM/YR)

Certificate of
Registration
Business Permit

BIR

25/04/2018

N/A

City of Trece Martires

30/01/2020

31/12/2020

Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit

BIR

16/08/2018

N/A

City of Urdaneta
BIR

22/01/2020
09/11/2018

31/12/2020
N/A

Municipality of Apalit
BIR

30/01/2020
23/05/2017

31/12/2020
N/A

Municipality of Arayat
BIR

20/01/2020
11/02/2013

31/12/2020
N/A

Municipality of Bacolor
BIR

20/01/2020
22/07/2015

31/12/2020
N/A

Municipality of Balayan
BIR

24/01/2020
01/04/2019

Municipality of Bamban
BIR

20/01/2020
17/06/2015

31/12/2020
N/A

Municipality of Camiling

20/01/2020

31/12/2020

Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit

BIR

05/03/2015

N/A

Municipality of Capas
BIR

18/01/2020
10/07/2015

31/12/2020
N/A

Municipality of Concepcion

20/01/2020

31/12/2020

Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit

BIR

27/03/2015

N/A

Municipality of Daet
BIR

26/05/2020
01/08/2019

31/12/2020
N/A

Municipality of Limay
BIR

24/02/2020
28/01/2015

31/12/2020
N/A

Municipality of Macabebe

28/01/2020

31/12/2020

Certificate of
Registration
Business Permit

BIR

05/06/2017

N/A

Municipality of Mariveles

13/02/2020

31/12/2020

Certificate of
Registration

BIR

28/01/2015

N/A

Business Permit

Municipality of Mariveles

13/02/2020

31/12/2020
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31/12/2020
N/A

No.
69.

Office

76.
77.

Mariveles
Branch (San
Carlos)
Magalang
Branch
Magalang
Branch
Mexico
(Pandaqui)
Branch
Mexico
(Pandaqui)
Branch
Mexico (Parian)
Branch
Mexico (Parian)
Branch
Morong Branch
Morong Branch

78.
79.

Noveleta Branch
Noveleta Branch

80.
81.

Orani Branch
Orani Branch

82.
83.

Paniqui Branch
Paniqui Branch

84.
85.

Porac Branch
Porac Branch

86.

88.
89.

San Marcelino
Branch
San Marcelino
Branch
Silang Branch
Silang Branch

90.
91.

Sta. Ana Branch
Sta. Ana Branch

92.

Sto. Tomas
Branch
Sto. Tomas
Branch

70.
71.
72.

73.

74.
75.

87.

93.

Type of Permit

Issuing Agency

Issue Date

Expiry Date

(DD/MM/YR)

(DD/MM/YR)

Certificate of
Registration

BIR

28/01/2015

N/A

Business Permit

Municipality of Magalang

21/01/2020

31/12/2020

Certificate of
Registration
Business Permit

BIR

24/03/2017

N/A

Municipality of Mexico

20/01/2020

31/12/2020

Certificate of
Registration

BIR

05/04/2017

N/A

Business Permit

Municipality of Mexico

20/01/2020

31/12/2020

Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit

BIR

02/05/2018

N/A

Municipality of Morong
BIR

30/01/2020
10/02/2016

31/12/2020
N/A

Municipality of Noveleta
BIR

28/01/2020
08/03/2019

31/12/2020
N/A

Municipality of Orani
BIR

07/01/2020
28/01/2015

31/12/2020
N/A

Municipality of Paniqui
BIR

21/01/2020
04/04/2018

31/12/2020
N/A

Municipality of Porac
BIR

20/01/2020
16/01/2018

31/12/2020
N/A

Municipality of San Marcelino

6/03/2020

31/12/2020

Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit

BIR

21/02/2019

N/A

Municipality of Silang
BIR

24/01/2020
09/08/2019

31/12/2020
N/A

Municipality of Sta. Ana
BIR

21/01/2020
07/08/2015

31/12/2020
N/A

Municipality of Sto. Tomas

22/01/2020

31/12/2020

Certificate of
Registration

BIR

05/12/2018

N/A

Issue Date

Expiry Date

Business centers with Managed Service Providers (MSPs)
No.

Branch

94.
95.

Baguio Branch
Baguio Branch

96.

Malolos Branch

Type of Permit
Business Permit
Certificate of
Registration
Business Permit

Issuing Agency

(DD/MM/YR)

(DD/MM/YR)

City of Baguio
BIR

30/01/2020
20/03/2019

31/12/2020
N/A

City of Malolos (Bulacan)

21/01/2020

31/12/2020
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No.

Branch

97.

Malolos Branch

98.

Baliwag Branch

99.

Baliwag Branch

100.

Bulakan Branch

101.

Bulakan Branch

102.

106.

Calumpit
Branch
Calumpit
Branch
Guiguinto
Branch
Guiguinto
Branch
Hagonoy Branch

107.

Hagonoy Branch

108.

110.

Norzagaray
Branch
Norzagaray
Branch
Plaridel Branch

111.

Plaridel Branch

112.

Pulilan Branch

113.

Pulilan Branch

114.

116.

Santa Maria
Branch
Santa Maria
Branch
Agoo Branch

117.

Agoo Branch

118.

San Pablo
Branch
San Pablo
Branch
Tagaytay
Branch
Tagaytay
Branch
Atimonan
Branch
Atimonan
Branch
Lopez Branch

103.
104.
105.

109.

115.

119.
120.
121.
122.
123.
124.

Type of Permit

Issue Date

Expiry Date

(DD/MM/YR)

(DD/MM/YR)

BIR

24/05/2019

N/A

Municipality of Baliwag
(Bulacan)
BIR

20/01/2020

31/12/2020

04/08/2016

N/A

Municipality of Bulakan
(Bulacan)
BIR

20/01/2020

31/12/2020

14/02/2018

N/A

Municipality of Calumpit
(Bulacan)
BIR

20/01/2020

31/12/2020

08/06/2017

N/A

Municipality of Guiguinto
(Bulacan)
BIR

17/01/2020

31/12/2020

26/02/2016

N/A

Municipality of Hagonoy
(Bulacan)
BIR

21/01/2020

31/12/2020

13/04/2018

N/A

Municipality of Norzagaray
(Bulacan)
BIR

22/01/2020

31/12/2020

08/09/2017

N/A

Municipality of Plaridel
(Bulacan)
BIR

20/01/2020

31/12/2020

22/07/2015

N/A

Municipality of Pulilan
(Bulacan)
BIR

22/01/2020

31/12/2020

22/07/2015

N/A

Municipality of Santa Maria
(Bulacan)
BIR

24/01/2020

31/12/2020

16/03/2015

N/A

Municipality of Agoo (La
Union)
BIR

17/01/2020

31/12/2020

18/10/2019

N/A

City of San Pablo

20/01/2020

31/12/2020

Certificate of
Registration
Business Permit

BIR

17/10/2018

N/A

City of Tagaytay

19/06/2020

31/12/2020

Certificate of
Registration
Business Permit

BIR

03/04/2019

N/A

Municipality of Atimonan

20/01/2020

31/12/2020

Certificate of
Registration
Business Permit

BIR

13/02/2019

N/A

Municipality of Lopez

16/01/2020

31/12/2020

Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit
Certificate of
Registration
Business Permit

Issuing Agency
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No.

Branch

125.

Lopez Branch

126.

Lucena City
Branch
Lucena City
Branch

127.

Type of Permit

Issuing Agency

Issue Date

Expiry Date

(DD/MM/YR)

(DD/MM/YR)

Certificate of
Registration
Business Permit

BIR

13/02/2019

N/A

City of Lucena

28/01/2020

31/12/2020

Certificate of
Registration

BIR

27/05/2019

N/A

We retain legal counsel to ensure our continued compliance with applicable laws and regulations affecting our
operations. We have secured, applied for, or are in the process of applying or renewing all material permits and
licenses required to conduct our business. We expect to obtain these permits and licenses in the ordinary course.
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REGULATORY AND ENVIRONMENTAL MATTERS
The following description is a summary of certain sector specific laws and regulations in the Philippines, which
are applicable to our Company. The information detailed in this chapter has been obtained from publications
available in the public domain. The regulations set out below may not be exhaustive and are only intended to
provide general information to the investors and are neither designed nor intended to substitute for professional
legal advice or a detailed review of the relevant laws and regulations.
GOVERNMENT FRANCHISE
R.A. No. 9707, which lapsed into law on August 8, 2009, granted our Company the franchise to construct, install,
establish, operate and maintain for commercial and in the public interest, throughout the Philippines and between
the Philippines and other countries and territories, wire and/or wireless telecommunications systems including,
but not limited to, mobile, cellular, paging, fiber optics, multichannel multipoint distribution system (MMDS),
local multipoint distribution system (LMDS), satellite transmit and receive systems, switches and their valueadded services such as, but not limited to, transmission of voice, data, facsimile, control signs, audio and video,
information services bureau and all other telecommunications systems technologies as are at present available or
will be made available through technological advances or innovations in the future; and/or construct, acquire,
lease and operate or manage transmitting and receiving stations, lines, cables or systems as in or are convenient
or essential to efficiently carry out the purpose of the said franchise. Unless the Congress grants a renewal or
unless the franchise is revoked or cancelled on an earlier date, our franchise will expire in the year 2034, 25 years
from the date of effectivity of R.A. No. 9707.
R.A. No. 9707 outlines the non-transferability of the franchise as well as scope of our franchise, responsibility to
the public, and necessity to acquire government approvals, including securing a certificate of public convenience
and necessity (“CPCN”) from the NTC. It also recognizes the special right granted to the President of the
Philippines in times of war, rebellion, public peril, calamity, emergency, disaster or disturbance of peace and
order, to temporarily take over and operate the stations, transmitters, facilities or equipment of the grantee, to
temporarily suspend the operation of any station, transmitter, facility or equipment in the interest of public safety,
security and public welfare, or to authorize the temporary use and operation thereof by any agency of the
government, upon due compensation to the grantee, for the use of said stations, transmitters, facilities or
equipment during the period when they shall be so operated.
R.A. No. 9707 mandates the Company to offer at least 30% of its outstanding capital stock or higher percentage
that may hereafter be provided by law in any securities exchange in the operations in compliance with the
constitutional provision to encourage public participation in public utilities (the “Converge Public Offering”),
which shall occur within five years from the commencement of operations of the Company pursuant to Section
16 of R.A. No. 9707 otherwise, the franchise may be revoked. Nevertheless, under Section 17 of R.A. No. 9707,
which provide that “any advantage, favor, privilege, exemption or immunity granted under existing franchises for
telecommunications system, or which may hereafter be granted, shall ipso facto become part of this franchise and
shall be accorded immediately and unconditionally to the herein grantee” (the “Equality Clause”), the applicable
period for the Converge Public Offering is in fact ten years from the commencement of operations of the
Company. Considering that at least two legislative franchises granted in June 1998 under Republic Act No. 8645
for Mindoro Telecommunications Corporation and Republic Act No. 8678 for Sear Telecommunications Inc.
provide that the public offering requirement of least 30% of their outstanding capital stock or higher percentage
be undertaken within 10 years from commencement of operations, the period for the Converge Public Offering
should likewise be deemed automatically extended from five years to ten years. On June 18, 2020, in reply to the
letter from the Company requesting for clarification on this matter, the NTC confirmed that the applicable period
for the Converge Public Offering is 10 years from commencement of the Company’s operations in 2012. On
August 25, 2020, the NTC confirmed that our Company is in good standing with the NTC in connection with the
requirements of our franchise.
PUBLIC TELECOMMUNICATIONS POLICY ACT OF THE PHILIPPINES
The Public Telecommunications Policy Act of the Philippines or Republic Act No. 7925 (“R.A. No. 7925”)
governs all public telecommunications entities in the Philippines, which pertains to any person, firm, partnership
or corporation engaged in the provision of telecommunications services to the public for compensation. R.A. 7925
sets out the general law and policy on public telecommunications while the government franchises are special
laws relating to specific telecommunications entities. In the event of an inconsistency between R.A. 7925 and the
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government franchise, the provisions of the latter, being a special law, would control unless the statute, considered
in its entirety, indicates a contrary intention upon the part of the legislature.
The law also governs value-added service (“VAS”) providers, which refers to entities which, relying on the
transmission, switching and local distribution facilities of the local exchange and inter-exchange operators, and
overseas carriers, offer enhanced services beyond those ordinarily provided for by such carriers.
The NTC is designated as the principal administrator of the R.A. No. 7925, with authority to grant CPCNs, impose
conditions, such as the duration and termination of the privilege, concession or standard or technical aspects of
the equipment, rates, or service, not contrary to the terms of the franchise. The NTC likewise has power to establish
rates and tariffs which are fair and reasonable and which provide for the economic viability of telecommunications
entities and a fair return on their investments considering the prevailing cost of capital in the domestic and
international market.
R.A. No. 7925 mandates all public telecommunications entities to obtain a franchise prior to commencement or
conduct of business. However, a VAS provider need not secure a franchise, provided that it does not put up its
own network. Such VAS provider shall be allowed to competitively offer its services and/or expertise and lease
or rent telecommunications equipment and facilities necessary to provide such specialized services, in the
domestic and/or international market in accordance with network compatibility, provided that: (i) prior approval
of the NTC is secured to ensure that such VAS offerings are not cross-subsidized from the proceeds of their utility
operations; (ii) other providers of VAS are not discriminated against in rates nor denied equitable access to their
facilities; and, (iii) separate books of accounts are maintained for the VAS. However, a VAS provider is mandated
to register with the NTC, which requires the submission of the following: application form and documents on
system configuration, mode of operation, method of changing rates and lease agreement with the Public
Telecommunications Entity (“PTE”), among others.
Subject to the specific provision under the legislative franchise of telecommunications entities, R.A. No. 7925
likewise requires all telecommunications entities with regulated types of services to make a bona fide public
offering through the stock exchanges of at 30% of its aggregate common stock within a period of five years from
effectivity of R.A. No. 7925 or the entity’s first start of commercial operations, whichever date is later.
Except for provisions relating to territory covered, life span or type of service authorized by the franchise, any
advantage, favor, privilege, exemption, or immunity granted under existing franchises, or may hereafter be
granted, shall ipso facto become part of previously granted telecommunications franchises and shall be accorded
immediately and unconditionally to the grantees of such franchises.
The NTC issued Memorandum Circular No. 02-02-2018 on “Additional Frequency Allocations for Broadband
Wireless Access (BWA)”, which reallocates 3300-3400 MHz for Broadband Wireless Access forming part of the
National Radio Frequency Allocation Table. Memorandum Circular No. 09-09 (2003) requires dealers and
suppliers of Wireless Data Networks (“WDN”) to be accredited by the NTC. Indoor WDN equipment and devices
must likewise be submitted for type approval and acceptance registration by accredited dealers and suppliers prior
to sale or placement on stock.
LOCAL GOVERNMENT CODE
Republic Act No. 7160, otherwise known as the Local Government Code (“LGC”) establishes the system and
powers of provincial, city, municipal, and barangay governments in the country. The LGC general welfare clause
states that every local government unit (“LGU”) shall exercise the powers expressly granted, those necessarily
implied, as well as powers necessary, appropriate, or incidental for its efficient and effective governance, and
those which are essential to the promotion of the general welfare.
An LGU, through its respective legislative bodies, may enact ordinances and approve resolutions, as shall be
necessary and proper to provide for health and safety, comfort and convenience, maintain peace and order,
improve the morals, and promote the prosperity and general welfare of the community and the inhabitants thereof,
and the protection of property therein. Ordinances can reclassify land, impose real property taxes, order the closure
of business establishments, and require permits and licenses from businesses operating within the territorial
jurisdiction of the LGU.
Businesses are required to obtain a local business permit from the LGU having jurisdiction over the territory
where the entity seeks to operate before commencement of actual operations. In order to obtain a local business
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permit for any business or activity, a clearance must first be obtained from the barangay where such business or
activity is located or conducted.
Subject to certain limitations, the power to tax is also exercised by the LGU through their respective legislative
bodies, upon enactment of an appropriate ordinance.
LABOR LAWS
Labor Code of the Philippines
The Labor Code of the Philippines (“Labor Code”) seeks to protect labor, promote full employment, ensure equal
opportunities regardless of sex, race or creed and regulate the relations between workers and employers. The
Labor Code prescribes the rules for hiring and termination of private employees, the conditions of working
including maximum work hours and overtime, employee benefits such as holiday pay, thirteenth month and
retirement pay and the guidelines in the organization and membership to labor unions. The Department of Labor
and Employment (“DOLE”) is the Government agency mandated to formulate policies, implement programs and
services, and serves as the policy-coordinating arm of the Executive Branch in the field of labor and employment.
The DOLE has exclusive authority in the administration and enforcement of labor and employment laws such as
the Labor Code and the Occupational Safety and Health Standards, as amended, and such other laws as specifically
assigned to it or to the Secretary of the DOLE.
On March 15, 2017, Department Order No. 174 (2017) (“D.O. 174”) was issued by the DOLE providing for the
guidelines on contracting and subcontracting, as provided for under the Labor Code. It has reiterated the policy
that Labor-Only Contracting is absolutely prohibited where: (1) (a) the contractor or subcontractor does not have
substantial capital, or does not have investments in the form of tools, equipment, machineries, supervision, work
premises, among others; and (b) the contractor’s or subcontractor’s employees recruited and placed are performing
activities which are directly related to the main business operation of the principal; or (2) the contractor or
subcontractor does not exercise the right to control over the performance of the work of the employee. The failure
of legitimate contractors to register gives rise to the presumption that the contractor is engaged in labor-only
contracting.
Subsequently, DOLE issued Department Circular No. 1 (2017) clarifying that the prohibition under D.O. 174 does
not apply to business process outsourcing, knowledge process outsourcing, legal process outsourcing, IT
Infrastructure outsourcing, application development, hardware and/or software support, medical transcription,
animation services, and back office operations or support.
D.O. No. 174 reaffirms the constitutional and statutory right to security of tenure of workers. It absolutely prohibits
labor-only contracting and other illicit forms of employment arrangement. D.O. No. 174 permits contracting and
subcontracting provided: (i) the contractor or subcontractor is engaged in a distinct and independent business and
undertakes to perform the job or works on its own responsibility, according to its own manner and method; (ii)
the contractor or subcontractor has substantial capital to carry out the job farmed out by the principal on his
account, manner and method, investment in the form of tools, equipment, machinery and supervision; (iii) in
performing the work farmed out, the contractor or subcontractor is free from the control and/or direction of the
principal in all matters connected with the performance of the work except as to the result thereto; and (iv) the
service agreement ensures compliance with all the rights and benefits for all employees of the contractor or
subcontractor under the labor laws.
On May 2, 2018, President Rodrigo Duterte signed Executive Order No. 51, reiterating the prohibition of the
practice of illegal contracting or subcontracting in the country. The executive order aims to protect the worker’s
right to security of tenure, self -organization and collective bargaining and peaceful concerted activities.
DOLE Mandated Work-Related Programs
Under the Comprehensive Dangerous Drugs Act, a national drug abuse prevention program implemented by the
DOLE must be adopted by private companies with 10 or more employees. For this purpose, employers must adopt
and establish company policies and programs against drug use in the workplace in close consultation and
coordination with the DOLE, labor and employer organizations, human resource development managers and other
such private sector organizations. DOLE Department Order No. 053-03 sets out the guidelines for the
implementation of Drug-Free Workplace policies and programs for the private sector.
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The employer or the head of the work-related, educational or training environment or institution, also has the duty
to prevent or deter the commission of acts of sexual harassment and to provide the procedures for the resolution,
settlement or prosecution of such cases. Under the Anti-Sexual Harassment Act, the employer will be solidarily
liable for damages arising from the acts of sexual harassment committed in the workplace if the employer is
informed of such acts by the offended party and no immediate action is taken. Notwithstanding, the victim of
sexual harassment is not precluded from instituting a separate and independent action for damages and other
affirmative relief. Any person who violates the provisions of this law shall, upon conviction, be penalized by
imprisonment of not less than one month nor more than six months, or a fine of not less than ₱10,000 nor more
than ₱20,000, or both such fine and imprisonment, at the discretion of the court. Any action arising from the
violation of the provisions of this law shall prescribe in three years.
Moreover, Department Order No. 102-10 requires all private workplaces to have a policy on HIV and AIDS and
to implement a workplace program in accordance with the Philippines AIDS Prevention and Control Act. The
workplace policies aim to manage sensitive issues, such as confidentiality of medical information and continuation
of employment for HIV-positive staff, and to avoid the discrimination of any employee due to HIV/AIDS. Any
HIV/AIDS-related information of workers should be kept strictly confidential and kept only on medical files,
whereby access to it are strictly limited to medical personnel.
All private workplaces are also required to establish policies and programs on solo parenting, Hepatitis B, and
tuberculosis prevention and control.
Occupational Safety and Health Standards Law
On August 17, 2018, Republic Act No. 11058 or the Occupational Safety and Health Standards Law was signed
into law. It mandates employers, contractors or subcontractors and any person who manages, controls or
supervises the work, to furnish the workers a place of employment free from hazardous conditions that are causing
or are likely to cause death, illness or physical harm to the workers. It also requires to give complete job safety
instructions or orientation and to inform the workers of all hazards associated with their work, health risks
involved or to which they are exposed, preventive measures to eliminate or minimize the risks and steps to be
taken in cases of emergency.
Department Order No. 198 (2018) (“D.O. 198”) was promulgated by the DOLE to implement the Occupational
Safety and Health Standards Law. It classifies establishments as low, medium or high risk and, depending on the
number of employees per establishment, D.O. 198 provides for the corresponding requirements and provisions
required of each employer, such as, designation of Safety Officers, provision of health personnel and facilities,
and submission of reports to the DOLE.
An employer, contractor or subcontractor who willfully fails or refuses to comply with the Occupational Safety
and Health Standards shall be administratively liable for a fine. Further, the liability of the employer, project
owner, general contractor, contractor or subcontractor, if any, and any person who manages, controls or supervises
the work, shall be solidary.
Retirement Law
Republic Act No. 7641 provides for the mandated payment of retirement benefits to eligible employees. All
employees are entitled to receive retirement benefits that they have earned upon retirement under existing laws or
collective bargaining agreements. In the absence of a retirement plan or agreement providing for retirement
benefits of employees, an employee, upon reaching the age of sixty (60) years or more, but not beyond sixty-five
(65) years, who has served at least five (5) years in the establishment, may retire and shall be entitled to retirement
pay equivalent to at least one-half (½) month salary for every year of service, a fraction of at least six (6) months
being considered as one whole year.
Social Security Law
An employer or any person who uses the services of another person in business, trade, industry or any undertaking
is required under Republic Act No. 8282 or the Social Security Law (“R.A. No. 8282”) to ensure coverage of
employees following procedures set out by the law and the Social Security System (“SSS”). Under the said law,
social security coverage is compulsory for all employees under sixty (60) years of age. An employer must deduct
and withhold from its compulsorily covered employees their monthly contributions based on a given schedule,
pay its share of contribution and remit these to the SSS within a period set by law and/or SSS regulations. R.A.
No. 8282 provides financial benefits to qualified members in cases of contingencies such as retirement, disability,
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death, sickness, maternity and other employment-related injuries. R.A. No. 8282 imposes penalties of
imprisonment and/or fine for failure by any employer to comply with the provisions of the law. For corporations,
associations or partnerships, the penalty is imposed upon its directors, managing head, or partners, as the case
may be.
National Health Insurance Act
Employers are likewise required to ensure enrollment of its employees in a National Health Insurance Program
administered by the Philippine Health Insurance Corporation (“PhilHealth”), a government corporation attached
to the Department of Health tasked with ensuring sustainable, affordable and progressive social health insurance
pursuant to the provisions of the National Health Insurance Act of 1995, as amended by Republic Act No. 11223,
otherwise known as the Universal Health Care Act. An employer is required to deduct and withhold the
contributions from its employee’s salary, wage or earnings, make a counterpart contribution for the employee,
and remit both amounts to the PhilHealth. The PhilHealth will subsidize personal health services required by the
employee subject to certain terms and conditions under the law. The registration, accurate and timely deductions
and remittance of contributions to the Philippine Health Insurance Corporation is mandatory as long as there is
employer-employee relationship. The law imposes penalties of imprisonment and/or fine, for any violation of the
law such as the failure or refusal to register its employees, regardless of their employment status, or to deduct
contributions from its employee’s compensation or remit the same to PhilHealth.
Home Development Fund Law
Republic Act No. 9679 or the Home Development Mutual Fund Law of 2009 (“R.A. No. 9679”) or the Pag-IBIG
Fund Law, created the Home Development Mutual Fund (“HDMF”), a national savings program as well as a fund
to provide for affordable financing to Filipino workers. Coverage under the HDMF is compulsory for all SSS
members and employers. The employer is mandated to deduct and withhold 2% of the employee’s monthly
compensation up to a maximum of ₱5,000.00, likewise make a counterpart contribution of 2% of the employee’s
monthly compensation, and remit to the Pag-IBIG Fund the respective contributions of the employees under the
prescribed schedule.
R.A. No. 9679 imposes penalties of fine and/or imprisonment for failure or refusal without lawful cause or with
fraudulent intent, by the employer to comply with the law or its implementing rules and regulations. For
corporations, the penalty is imposed on its president or general manager and members of the governing board of
directors.
DATA PRIVACY ACT
Republic Act No. 10173 or the Data Privacy Act was signed into law on August 15, 2012. It applies to any natural
or juridical person involved in personal information processing including those personal information controllers
and processors. It mandated the creation of the National Privacy Commission (“NPC”) which shall administer
and implement the provisions of the Data Privacy Act and ensure compliance of the Philippines with international
standards set for data protection.
Personal information controllers pertain to persons or organizations who control the collection, holding,
processing or use of personal information, including a person or organization who instructs another person or
organization to collect, hold, process, use, transfer or disclose personal information on his or her behalf.
Personal information covers any information, whether recorded in material form or not, from which the identity
of an individual is apparent or can be reasonably and directly ascertained by the entity holding the information,
or when put together with other information would directly and certainly identify an individual. The law mandates
all personal information controllers to comply with the requirements on processing, collection, and disclosure of
personal information acquired. They are likewise mandated to respect the rights of a data subject, which includes
right to be informed of the processing, right to reasonable access, and the right to confidentiality of his personal
information.
ELECTRONIC COMMERCE ACT
Republic Act No. 8792 or the Electronic Commerce Act of 2000 (“R.A. No. 8792”) recognizes the vital role of
information and communications technology in nation building, the need to create an information-friendly
environment which supports and ensures the availability, diversity and affordability of information and
communications technology products and services. It aims to facilitate domestic and international dealings,
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transactions, arrangement agreements, contracts and exchanges and storage of information through the utilization
of electronic, optical and similar medium to promote the universal use of electronic transaction in the government
and general public.
R.A. No. 8792 restricts access to an electronic file, or an electronic signature of an electronic data message or
electronic document only in favor of the individual or entity having a legal right to the possession or the use of
plaintext, electronic signature or file and solely for the authorized purposes. The law also ensures confidentiality
and prohibits any person who obtains access to any electronic key, electronic data message, electronic document,
book, register, correspondence, information, or other material pursuant to any powers conferred under the said
law, from convening to or sharing the same with any other person, except for purposes expressly authorized by
law. The implementing rules of the law provides that the electronic key for identity or integrity shall not be made
available to any person or party without the consent of the individual or entity in lawful possession of that
electronic key.
The law clarifies that violations of the Consumer Act of the Philippines or Republic Act No. 7394 and other related
laws through transactions covered by or using electronic data messages or electronic documents shall be penalized
with the same penalties as provided therein.
DEPARTMENT OF INFORMATION AND COMMUNICATIONS TECHNOLOGY ACT OF 2015
Republic Act No. 10844 or the Department of Information and Communications Technology Act of 2015 (“R.A.
No. 10844”), signed into law on May 23, 2016, seeks to ensure the provision of a strategic, reliable, cost-efficient
and citizen-centric information and communications technology (“ICT”). The Department of Information and
Communications Technology (“DICT”) shall be the primary policy, planning, coordinating, implementing, and
administrative entity of the Executive Branch of the government that will plan, develop, and promote the national
ICT development agenda. It shall prescribe rules for the establishment, operation and maintenance of ICT
infrastructures in unserved and underserved areas, and ensure and protect the rights and welfare of consumers and
business users to privacy, security and confidentiality in matters relating to ICT, in coordination with agencies
concerned, private sector and relevant international bodies.
ICT refers to the totality of electronic means to access, create, collect, store, process, receive, transmit, present
and disseminate information, while it the ICT Sector pertains to those engaged in providing goods and services
primarily intended to fulfill or enable the function of information processing and communication by electronic
means. The ICT Sector includes telecommunications and broadcast information operators, ICT equipment
manufacturers, multimedia content developers and providers, ICT solution providers, internet service providers,
ICT training institutions, software developers and ICT-Enabled Services providers.
The law abolishes the following agencies with their powers and functions, applicable funds and appropriation,
records, equipment, property, and personnel transferred to the DICT: (i) Information and Communications
Technology Office; (ii) National Computer Center; (iii) National Computer Institute; (iv) Telecommunications
Office; (v) National Telecommunications Training Institute; and (vi) All operating units of the Department of
Transportation and Communications dealing with communications. The following agencies, on the other hand,
are attached to the DICT and will continue to operate and function in accordance with the charters, laws or orders
creating them insofar as not inconsistent with R.A. No. 10844: (i) NTC; (ii) NPC; and (iii) Cybercrime
Investigation and Coordination Center.
REVISED CORPORATION CODE
Republic Act No. 11232 or the Revised Corporation Code (“Revised Corporation Code”) was signed into law
on February 20, 2019 and became effective on March 8, 2019. Among the salient features of the Revised
Corporation Code are:
•

corporations are granted perpetual existence, unless the articles of incorporation provide otherwise. Perpetual
existence shall also benefit corporations whose certificates of incorporation were issued before the effectivity
of the Revised Corporation Code, unless a corporation, upon a vote of majority of the stockholders of the
outstanding capital stock notifies the Philippine SEC that it elects to retain its specific corporate term under
its current Articles of Incorporation;

•

the Revised Corporation Code allows the creation of a “One Person Corporation” (“OPC”), which is a
corporation composed of a single stockholder, provided that, only natural person, trust or an estate may form
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such. No minimum authorized capital stock is also required for an OPC, unless provided for under special
laws;
•

material contracts between the Corporation and its own directors, trustees, officers, or their spouses and
relatives within the fourth civil degree of consanguinity or affinity must be approved by at least two-thirds
(2/3) of the entire membership of the Board, with at least a majority of the independent directors voting to
approve the same;

•

the right of stockholders to vote in the election of directors or trustees, or in shareholders meetings, may now
be done through remote communication or in absentia if authorized by the corporate by-laws. However, as to
corporations vested with public interest, these votes are deemed available, even if not expressly stated in the
corporate by-laws. The shareholders who participate through remote communication or in absentia are
deemed present for purposes of quorum. When attendance, participation and voting are allowed by remote
communication or in absentia, the notice of meetings to the stockholders must state the requirements and
procedures to be followed when a stockholder or member elects either option; and

•

in case of transfer of shares of listed companies, the Philippine SEC may require that these corporations
whose securities are traded in trading markets and which can reasonably demonstrate their capability to do
so, to issue their securities or shares of stock in uncertificated or scripless form in accordance with the Rules
of the Philippine SEC. The Revised Corporation Code refers to the Philippine Competition Act in case of
covered transactions under said law involving the sale, lease, exchange, mortgage, pledge, or disposition of
properties or assets; increase or decrease in the capital stock, incurring creating or increasing bonded
indebtedness; or mergers or consolidations covered by the Philippine Competition Act thresholds.

THE PHILIPPINE COMPETITION ACT
Republic Act No. 10667, otherwise known as the Philippine Competition Act (“PCA”), was signed into law on
July 21, 2015 and took effect on August 8, 2015. The PCA was enacted to enhance economic efficiency and
promote free and fair competition in trade, industry and all commercial economic activities. To implement its
objectives, the PCA provides for the creation of the Philippine Competition Commission (“PCC”), an independent
quasi-judicial agency with powers to conduct investigations, issue subpoenas, conduct administrative
proceedings, impose administrative fines and penalties, and determine the relevant thresholds that trigger
notification requirements in cases of mergers and acquisitions. To conduct a search and seizure, however, the PCC
must still apply for a warrant with the relevant court.
The PCA prohibits and imposes sanctions on:
(i)

anti-competitive agreements between or among competitions, which restrict competition as to price,
or other terms of trade and those fixing price at an auction or in any form of bidding including cover
bidding, bid suppression, bid rotation and market allocation and other analogous practices of bid
manipulation; and those which have the object or effect of substantially preventing, restricting or
lessening competition;

(ii)

mergers and acquisitions which have the object or effect of substantially preventing, restricting or
lessening competition in the relevant market or in the market for goods or services, or breach the
thresholds provided in the Implementing Rules and Regulations (“PCA IRR”) without notice to the
PCC; and

(iii)

practices which are regarded as abuse of dominant position, by engaging in conduct that would
substantially prevent, restrict or lessen competition, such as selling goods or services below cost to
drive out competition, imposing barriers to entry or prevent competitors from growing, and setting
prices or terms that discriminate unreasonably between customers or sellers or the same goods,
subject to certain exceptions.

PCC Resolution No. 02-2020, effective March 1, 2020, amended the notification thresholds for mergers and
acquisitions. It requires parties to a merger or acquisition to provide notification when: (a) Size of Party exceeds
₱6.0 billion; and (b) Size of Transaction exceeds ₱2.4 billion.
On September 15, 2017, the PCC published the Rules of Procedure (“PCC Rules of Procedure”) which apply to
investigations, hearings, and proceedings of the PCC, except to matters involving mergers and acquisitions unless
otherwise provided. It prescribes procedures for fact-finding or preliminary inquiry and full administrative
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investigations by the PCC. The PCC Rules of Procedure also include non-adversarial remedies such as the
issuance of binding rulings, show cause orders, and consent orders.
On November 23, 2017, the PCC published the 2017 Rules on Merger Procedure (“PCC Merger Rules”) which
provides for the procedure for review or investigation of mergers and acquisition pursuant to the PCA. The PCC
Merger Rules provide, among others, that parties to a merger that meets the thresholds in Section 3 of Rule 4 of
the IRR are required to notify the PCC within thirty (30) days from the signing of definitive agreements relating
to the notifiable merger.
Under the PCA and the PCA IRR, a transaction that meets the thresholds and does not comply with the notification
requirements and waiting periods shall be considered void and will subject the parties to an administrative fine of
one percent (1%) to five percent (5%) of the value of the transaction. Criminal penalties for entities that enter into
anti-competitive agreements, as defined, include: (i) a fine of not less than ₱50 million, but not more than ₱250
million; and (ii) imprisonment for two to seven years for directors and management personnel who knowingly
and willfully participate in such criminal offenses. Administrative fines of ₱100 million to ₱250 million may be
imposed on entities found violating prohibitions against anti-competitive agreements and abuse of dominant
position. Treble damages may be imposed by the PCC or the courts, as the case may be, where the violation
involves the trade or movement of basic necessities and prime commodities.
On September 11, 2020, in response to the COVID-19 pandemic, President Rodrigo Duterte signed into law
Republic Act No. 11494, otherwise known as the “Bayanihan to Recover as One Act.” Under the Bayanihan to
Recover as One Act, all mergers and acquisitions entered into within a period of two (2) years from its effectivity,
with transaction values below ₱50 billion shall be exempt from compulsory notification under the PCA. In
addition, the PCC’s power to review mergers and acquisitions motu proprio shall be suspended for one (1) year,
from effectivity of the Bayanihan to Recover as One Act. The PCC issued Memorandum Circular No. 20-003
reiterating the foregoing exemptions and clarified that mergers and acquisitions entered into prior to the Bayanihan
to Recover as One Act which exceed the following thresholds: (a) Size of Party exceeds ₱6.0 billion; and (b) Size
of Transaction exceeds ₱2.4 billion, are still subject to compulsory notification under the PCA, and all mergers
and acquisitions entered into prior to the effectivity of the Bayanihan to Recover as One Act may still be subject
to the motu proprio review of the PCC.
CUSTOMS MODERNIZATION AND TARIFF ACT
Laws on Importation
Republic Act No. 10863 or the Customs Modernization and Tariff Act (“CMTA”) requires all goods imported
from any foreign country into the Philippines, to be subject to import taxes.
In 2018, Department of Finance Order No. 11-2018 (“D.O. No. 11-2018”) repealed the Bureau of Internal
Revenue Import Clearance Certificate requirement for importers. In accordance with the CMTA, D.O. No. 112018 and Customs Memorandum Order No. 05-2018 (“C.M.O. No. 05-2018”) provides that the authority to
accredit and register importers and customs brokers is reverted solely to the Bureau of Customs (“BOC”). In
2019, the BOC issued Customs Memorandum Order No. 31-2019 amended C.M.O. No. 05-2018 and provided
for the guidelines for accreditation of importers and customs brokers, to ensure that no accredited importers may
be used as dummies thus maximizing accountability of real importers and ensure compliance with Republic Act
No. 11032, or the Ease of Doing Business Act.
The importation of WDN equipment and devices is governed by NTC MC No. 09-09-03 dated September 12,
2003, which specifically covers all WDNs and devices operating within 2400MHz to 2483.5MHz, 5150MHz to
5350MHz and 5470MHz to 5850MHz bands. WDN refers to a network of computers and other computing devices
utilizing radio frequencies. Accredited dealers and suppliers intending to import WDN equipment and devices
shall secure a permit to import from the NTC. The application for a permit to import shall be supported by pro
forma invoice detailing, among others, the make/type/model and number of units to be imported. Upon release of
the imported equipment and devices from the Bureau of Customs, a sales and stock report must be submitted to
the NTC. The NTC shall issue NTC Type Approval/Acceptance Registration Number for each of the units
imported upon payment of the required registration fee.
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ENVIRONMENTAL LAWS
Environmental Impact Statement System
Undertakings or operations on any declared environmentally critical project or area are required to obtain an
Environmental Compliance Certificate (“ECC”) prior to commencement. The Department Of Environment And
Natural Resources (“DENR”), through its regional offices or through the Environmental Management Bureau
(the “EMB”), determines whether a project is environmentally critical or located in an environmentally critical
area and processes all applications for an ECC. As a requirement for the issuance of an ECC, an environmentally
critical project must submit an Environment Impact Statement (“EIS”) to the EMB, which is a result of a positive
determination by the EMB on the preventive, mitigating and enhancement measures adopted addressing possible
adverse consequences of the project to the environment. The EIS refers to the document, prepares and submitted
by the project proponent and/or the Environmental Impact Assessment Consultant which provides for a
comprehensive study of the significant impacts of a project to the environment. On the other hand, a nonenvironmentally critical project in an environmentally critical area is generally required to submit an Initial
Environmental Examination (the “IEE”) to the proper EMB regional office. In the case of an environmentally
critical project within an environmentally critical area, an EIS is required in addition to the IEE.
The IEE refers to the document and the study describing the environmental impact, including mitigation and
enhancement measures, for projects in environmentally critical areas. While the terms and conditions of an EIS
or an IEE may vary from project to project, as a minimum it contains all relevant information regarding the
project’s environmental effects. The entire process of organization, administration and assessment of the effects
of any project on the quality of the physical, biological and socioeconomic environment as well as the design of
appropriate preventive, mitigating and enhancement measures is known as the EIS System. The EIS System
successfully culminates in the issuance of an ECC.
The issuance of an ECC is a Government certification that the proposed project or undertaking will not cause a
significant negative environmental impact; that the proponent has complied with all the requirements of the EIS
System; and that the proponent is committed to implementing its approved Environmental Management Plan in
the EIS or, if an IEE was required, that it shall comply with the mitigation measures provided therein before or
during the operations of the project and in some cases, during the abandonment phase of the project. Project
proponents that prepare an EIS are required to establish an Environmental Guarantee Fund when the ECC is issued
for projects determined by the DENR to pose a significant public risk to life, health, property and the environment
or where the project requires rehabilitation or restoration. The Environmental Guarantee Fund is intended to meet
any damage caused by such a project as well as any rehabilitation and restoration measures.
FOREIGN INVESTMENTS AND LAWS AND REGULATIONS RELATING TO RESTRICTIONS ON
FOREIGN EQUITY
The Philippine Constitution requires franchises, certificates, or other forms of authorization for the operation of a
public utility to be granted only to citizens of the Philippines, or to corporations or associations organized under
the laws of the Philippines, at least sixty percent (60%) of whose capital is owned by Filipinos. The participation
of foreign investors in the governing body of any public utility enterprise shall be limited to their proportionate
share in its capital, and all the executive and managing officers of such corporation or association must be citizens
of the Philippines. In determining compliance with the nationality restrictions imposed upon public utilities, the
Philippine SEC issued Memorandum Circular No. 08 (2013), mandating Filipino ownership in both: (i) the total
number of outstanding shares of stock entitled to vote in the election of directors; and, (ii) the total number of
outstanding shares of stock, whether or not entitled to vote in the election of directors.
Under Commonwealth Act No. 146 of the Public Service Act, public utilities include every individual, copartnership, association, corporation, or joint-stock company, whether domestic or foreign, that own, operate,
manage or control in the Philippines, gas, electric light, heat, power, water, oil, telephone, wire or wireless
telegraph system, plant or equipment and broadcasting stations, when owned, operated, managed, or controlled
for public use or service within the Philippines, among others. Under the Public Service Act, entities engaged in
telecommunications are deemed operators of public utilities. Thus, entities engaged in telecommunications are
covered by the aforementioned restriction on foreign equity.
Foreign Investments Act of 1991
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The Foreign Investments Act of 1991 or Republic Act No. 7042 liberalized the entry of foreign investments into
the Philippines. As a general rule, there are no restrictions on the extent of foreign ownership of export enterprises.
A Philippine National is defined under the law to mean any of the following: (i) a citizen of the Philippines; (ii) a
domestic partnership or association wholly owned by citizens of the Philippines; (iii) a corporation organized
under the laws of the Philippines of which at least sixty percent (60%) of the capital stock outstanding and entitled
to vote is owned and held by citizens of the Philippines; (iv) a corporation organized abroad and registered as
doing business in the Philippines under the Revised Corporation Code of which 100% of the capital stock
outstanding and entitled to vote is wholly owned by Filipinos; or (v) a trustee of funds for pension or other
employee retirement or separation benefits, where the trustee is a Philippines national and at least sixty percent
(60%) of the fund will accrue to the benefit of the Philippine Nationals.
For as long as the percentage of Filipino ownership of the capital stock of the corporation is at least sixty percent
(60%) of the total shares outstanding and voting, the corporation shall be considered as a wholly Filipino-owned
corporation. Restrictions under the Philippine Constitution require corporations engaged in the operation of public
utilities to ensure at least sixty percent (60%) of its capital is owned by Filipinos.
Land Ownership
The Philippine Constitution and related statutes set forth restrictions on foreign ownership of owning land in the
Philippines. Article XII, Section 7 of the Philippine Constitution, in relation to Article XII, Section 2 of the
Philippine Constitution and Chapter 5 of Commonwealth Act No. 141, states that no private land shall be
transferred or conveyed except to citizens of the Philippines or to corporations or associations organized under
the laws of the Philippines at least 60% of whose capital is owned by such citizens.
Registration of Foreign Investments and Exchange Controls
Under current BSP regulations, an investment in Philippine securities (such as the Offer Shares) must be registered
with the BSP if the foreign exchange needed to service the repatriation of capital and/or the remittance of
dividends, profits and earnings derived from such shares is to be sourced from the Philippine banking system. If
the foreign exchange required to service capital repatriation or dividend remittance will be sourced outside the
Philippine banking system, registration with the BSP is not required. BSP Circular No. 471 issued on January 24,
2005 subjects foreign exchange dealers and money changers to RA No. 9160 (the Anti-Money Laundering Act of
2001, as amended) and requires these non-bank sources of foreign exchange to require foreign exchange buyers
to submit supporting documents in connection with their application to purchase foreign exchange for purposes
of capital repatriation and remittance of dividends.
Registration of Philippine securities listed in the PSE may be done directly with a custodian bank duly designated
by the foreign investor. A custodian bank may be a universal or commercial bank or an offshore banking unit
registered with the BSP to act as such and appointed by the investor to register the investment, hold shares for the
investor, and represent the investor in all necessary actions in connection with his investments in the Philippines.
Applications for registration must be accompanied by: (i) purchase invoice, subscription agreement and proof of
listing on the PSE (either or both); (ii) original certificate of inward remittance of foreign exchange and its
conversion into Philippine Pesos through an authorized agent bank in the prescribed format; and (iii) authority to
disclose (“Authority to Disclose”) in the prescribed format. The Authority to Disclose allows the custodian bank
to disclose to the BSP any information that may be required to comply with post-audit requirements for the
registration of Peso-denominated investments.
Upon registration of the investment, proceeds of divestments, or dividends of registered investments are
repatriable or remittable immediately and in full through the Philippine banking system, net of applicable tax,
without need of BSP approval. Capital repatriation of investments in listed securities is permitted upon
presentation of the BSP registration document (“BSRD”) or BSRD Letter-Advice from the registering custodian
bank and the broker’s sales invoice, at the exchange rate prevailing at the time of purchase of the foreign exchange
from the banking system. Remittance of dividends is permitted upon presentation of: (1) the BSRD or BSRD
Letter-Advice; (2) the cash dividends notice from the PSE and the Philippine Depository and Trust Corporation
(formerly the Philippine Central Depository) showing a printout of cash dividend payment or computation of
interest earned; (3) the copy of the corporate secretary’s sworn statement attesting to the board resolution covering
the dividend declaration and (4) the detailed computation of the amount applied for in the format prescribed by
the BSP. For direct foreign equity investments, the latest audited financial statements or interim financial
statements of the investee firm covering the dividend declaration period need to be presented in addition to the
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documents enumerated above. Pending reinvestment or repatriation, divestment proceeds, as well as dividends of
registered investments, may be lodged temporarily in interest-bearing deposit accounts. Interest earned thereon,
net of taxes, may also be remitted in full. Remittance of divestment proceeds or dividends of registered
investments may be reinvested in the Philippines if the investments are registered with the BSP or the investor’s
custodian bank.
The foregoing is subject to the power of the BSP, with the approval of the President of the Philippines, to suspend
temporarily or restrict the availability of foreign exchange, require licensing of foreign exchange transactions or
require delivery of foreign exchange to the BSP or its designee during a foreign exchange crisis, when an exchange
crisis is imminent, or in times of national emergency. Furthermore, there can be no assurance that the foreign
exchange regulations issued by the BSP will not be made more restrictive in the future.
The registration with the BSP of all foreign investments in the Offer Shares shall be the responsibility of the
foreign investor.
We operate as a public utility and also own certain real estate and, as such, we are subject to certain nationality
restrictions found under the Philippine Constitution and other laws limiting ownership to Philippine Nationals. As
of the date of this Prospectus, approximately 70.97% of the total outstanding capital stock of Converge is held by
Philippine Nationals. After completion of the Offer, foreign equity shall not exceed 40.0% of our total outstanding
capital stock.
Intellectual Property Code
Under the Intellectual Property Code of the Philippines (“IP Code”), the rights to a trademark are acquired through
the registration with the Bureau of Trademarks of the Intellectual Property Office, which is the principal
government agency involved in the registration of brand names, trademarks, patents and other registrable
intellectual property materials.
Upon registration, the Intellectual Property Office shall issue a certificate of registration to the owner of the mark,
which shall confer the right to prevent all third parties not having the owner’s consent from using in the course of
trade identical or similar signs or containers for goods or services which are identical or similar to those in respect
of which the mark is registered. The said certificate of registration shall also serve as prima facie evidence of the
validity of registration and the registrant’s ownership of the mark. A certificate of registration shall remain in
force for an initial period of ten (10) years and may be renewed for periods of ten (10) years at its expiration.
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DIRECTORS AND MANAGEMENT
BOARD OF DIRECTORS
The following table sets forth our Board of Directors:
Name
Dennis Anthony H. Uy
Maria Grace Y. Uy
Jose Pamintuan de Jesus
Amando M. Tetangco, Jr.
Roman Felipe S. Reyes
Francisco Ed. Lim
Saurabh N. Agarwal

Position
CEO, Founder & Executive Director
President, Chief Resources Officer, Founder & Executive
Director
Chairman, Independent Non-Executive Director
Independent Non-Executive Director
Independent Non-Executive Director
Non-Executive Director
Non-Executive Director

Citizenship
Filipino
Filipino
Filipino
Filipino
Filipino
Filipino
Indian

The following states the business experience of our incumbent directors for the last five years:
Mr. Dennis Anthony H. Uy, aged 54, co-founded Converge with Ms. Maria Grace Y. Uy in 2007 and currently
serves as our CEO and Executive Director. Mr. Uy launched his first business while still in university. He founded
Comclark, the controlling shareholder of Converge, in Pampanga in 1996 and remains the CEO and President of
Comclark. Mr. Uy also serves on the boards of several companies in the technology, media, power, and real estate
sectors, including the Uy family’s holding companies and Comclark, and actively participating Founding member
and leader of Asia Pacific FTTH Council.
Mr. Uy holds a Bachelor of Science degree in Electrical Engineering from the Holy Angels University, Pampanga.
Ms. Maria Grace Y. Uy, aged 52, co-founded Converge with Mr. Dennis Anthony H. Uy in 2007 and currently
serves as our President, Chief Resources Officer and Executive Director. Prior to that, she served as the
Accounting Manager of IBM Philippines from 1990 to 1997 and Vice President for Finance in Savers Mall Group
of Companies from 1997 to 2000. Ms. Uy is currently the Chief Finance Officer of Angeles City Cable Television
Network and Comclark.
Ms. Uy graduated from De La Salle University in 1988 where she obtained her Bachelor of Science in
Accountancy. She placed 16th nationwide in the Certified Public Accountant Licensure Board Examination in
1989.
Mr. Jose Pamintuan de Jesus, aged 85, was appointed as Chairman and an Independent Non-Executive Director
in June 2020. Mr. de Jesus is the Chairman of Clark Development Corporation and a consultant of San Miguel
Corporation. He served as Independent Chairman of Converge and Metroworks ICT Construction Inc. and Vice
Chairman of COMSTECH Integration Alliance, Inc. from May 2014 to February 2019. Prior to joining Converge,
he held senior positions in a number of organizations, such as the Department of Public Works & Highways
(Secretary), Manila Electric Company (President & Chief Operating Officer), Manila North Tollways Corporation
(President & Chief Executive Officer), Philippine Long Distance Telephone (Executive Vice President), Manila
Waterworks & Sewerage System (Chairman), Presidential Task Force on Post-Earthquake Rehabilitation, Office
of the President (Chairman) and Development Academy of the Philippines (President). Mr. de Jesus is currently
a member of the board of directors in Citra Metro Manila Tollways Corporation, Private Infra Development
Corporation, South Luzon Tollway Corporation, Petron Corporation and Alviera Country Club. He is also a
member of the board of trustees in Kapampangan Development Foundation and Holy Angel University.
Mr. de Jesus graduated from Ateneo de Manila University in 1956, where he obtained his AB (Economics). He
later received his Master of Arts in Social Psychology from Ateneo de Manila University in 1965. In 1968, he
finished his Graduate Studies in Human Development in the University of Chicago, USA.
Mr. Amando M. Tetangco, Jr., aged 67, was appointed as an Independent Non-Executive Director in June 2020.
Mr. Tetangco holds directorship in a number of entities including the Belle Corporation, Toyota Motors
Philippines, St. Luke’s Medical Center and The Manila Hotel. Mr. Tetangco was an Independent Director of the
Philippine Airlines between 2017 and 2019. He was the third Governor of the Bangko Sentral ng Pilipinas (BSP)
and served for two consecutive six-year terms from July 2005 to July 2017. He was concurrently the Chairman of
the BSP Monetary Board, the Anti-Money Laundering Council, and Philippine International Convention Center;
Vice-Chairman of the Agriculture Credit Policy Council; member of the Capital Market Development Council,
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Export Development Council, PhilExport Board of Trustees, Philippine Export-Import Credit Agency; and
director of the Philippine Deposit Insurance Corporation, National Development Council, and National Home
Mortgage Finance Corporation. He was connected with the Management Services Division of SGV before he
joined the BSP.
Mr. Tetangco graduated from Ateneo de Manila University with an AB Economics degree (cum laude), where he
also obtained his Master in Business Administration. He obtained his MA in in Public Policy and Administration
(Development Economics) in 1978 at the University of Wisconsin-Madison, in Wisconsin, USA.
Mr. Roman Felipe S. Reyes, aged 68, was appointed as an Independent Non-Executive Director in June 2020.
Mr. Reyes is the Founding Partner & Chairman of Reyes Tacandong & Co. Prior to founding Reyes Tacandong
& Co., he served as the Senior Partner at Sycip Gorres Velayo & Co, the Philippine practice of Ernst & Young
Global Limited (“E&Y Philippines”), for 25 years. He was also Vice Chairman for Client Services and Accounts,
Head of the Japan Business Services, Head of E&Y Philippines’ highest revenue generating business unit, and
member of the Management and Operations Committees of E&Y Philippines. Mr. Reyes is currently a member
of the board of directors in Philippine Geothermal Production Company, Pakistan International Container
Terminal Limited, RPN 9, FF Cruz & Co., Inc., Pasudeco, All-Asian Countertrade, Premium Leisure Corp. and a
member of the board of trustees in San Beda University, Manila, the Philippines and San Beda College Alabang,
the Philippines.
Mr. Reyes is a Certified Public Accountant. He graduated from San Beda College in 1972, where he obtained his
Bachelor’s degree in Commerce, major in Accounting. He received his Master’s degree in Business
Administration, concentration in Finance from the University of Detroit, Michigan, USA in 1975.
Mr. Francisco Ed. Lim, aged 65, was appointed as a Non-Executive Director in June 2020. Mr. Lim is a Senior
Partner and member of the Executive and Special Committees, the Angara Abello Concepcion Regala & Cruz
Law Offices. Mr. Lim served as President and Chief Executive Officer of the Philippine Stock Exchange from
2004 to 2010. During his time at the Philippine Stock Exchange, he also held key positions in various institutions
such as the Securities Clearing Corporation of the Philippines, the Capital Market Development Center, Inc., the
Philippine Stock Exchange Foundation, Inc., the Philippine Dealing and Exchange Corporation, and the Securities
Investors Protection Fund. He is currently a director/ trustee of a number of private and public, such as Alphaland
Corporation, the Energy Development Corporation, The Insular Life Assurance Company, Ltd. and Producers
Savings Bank Corporation, and a law professor of the Ateneo Law School and the San Beda College Graduate
School of Law.
Mr. Lim graduated from University of Sto. Tomas, Manila, the Philippines in 1975, where he obtained a Bachelor
of Philosophy and a Bachelor of Arts. He received a Bachelor of Laws from Ateneo de Manila University, Quezon
City, Philippines in 1981. He received his Master of Laws from the University of Pennsylvania, USA in 1987. He
is currently a member of the Philippine Bar and the New York State Bar.
Mr. Saurabh Narayan Agarwal, aged 39, was appointed as a Non-Executive Director on August 23, 2019. Mr.
Agarwal is a Partner at Warburg Pincus and joined the firm in 2009. Prior to joining Warburg Pincus, he worked
at McKinsey & Company in New Jersey and New Delhi and Temasek Holdings in Mumbai. In addition to being
a member of our Board, Mr. Agarwal is currently also a member of the board of directors of Vietnam
Technological and Commercial Joint Stock Bank (HOSE:TCB), Circles.Life, M-Service (MOMO) and Clean
Max Enviro Solutions, and previously served on the Board of several companies including RSEG Group, AAG
Energy (HKG: 2686), Mosaic Inc. and Competitive Power Ventures Inc.
Mr. Agarwal graduated from India Institute of Technology, Bombay, India in June 2004, where he obtained a
Bachelor in Technology, Electrical Engineering and a Master in Technology and Microelectronics. He received
his MBA degree in June 2009 from Harvard Business School, Boston, USA.
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MANAGEMENT
Senior Management and Senior Adviser
The following table sets forth our executive officers (“Senior Management”) and senior adviser:
Name
Dennis Anthony H. Uy

Position
Chief Executive Officer, Founder &
Executive Director
President, Chief Resources Officer,
Founder and Executive Director
Chief Operating Officer
Chief Strategy Officer
Chief Technology Officer

Citizenship
Filipino

Filipino

Miles Tonn C. Chua

President and Chief Operating Officer,
Metroworks

Consultant/ Adviser
Matthias Vukovich*

Chief Financial Office Adviser

Austrian

Maria Grace Y. Uy
Jesus Romero
Benjamin Rex Emilio Azada
Ronald G. Brusola

Filipino
Filipino
Filipino
Filipino

Major Subsidiary

* Mr. Matthias Vukovich is employed by Converge ICT Solutions (Global) Limited (Hong Kong) and assists our Company as
consultant and adviser.
The following states the business experience of our Senior Management and Senior Adviser for the last five years:
Mr. Jesus C. Romero, aged 56, was appointed as Chief Operating Officer in February 2016. He oversees and
manages our day-to-day operations, covering revenue generation, customer experience, product development, and
organic growth initiatives through partnerships. Prior to joining Converge, Mr. Romero held senior leadership
positions spanning all aspects of operation from Globe Telecom, DTSI Group, ComStream Corporation and
Hughes Network systems. He has 33 years in industry experience to date and has led market entry, growth and
transformation in the areas of Telecommunications, Systems Integration and IT services.
Mr. Romero received a Bachelor's degree in Electronics and Communications Engineering (B.S.E.E.) from the
De La Salle University in Manila, the Philippines in 1984.
Mr. Miles Tonn Chua, aged 51, was appointed President and Chief Operating Officer of our subsidiary,
MetroWorks in January 2020 and in June 2018, respectively. Prior to joining Metroworks, Mr. Chua held various
executive positions on fields related to network development and transformation in Islacom, Globe Telecom, SUN
Cellular, PT Smartfren (Indonesia) and Huawei Philippines. He has 28 years in industry experience to date.
Mr. Chua graduated Bachelor of Science in Electronics & Communications Engineering (B.S.E.C.E.) from the
University of San Carlos, Cebu City.
Mr. Benjamin Rex Emilio Azada, aged 47, was appointed as Chief Strategy Officer in 2020. Prior to joining
Converge, Mr. Azada was a Partner with PwC’s Southeast Asia Consulting practice, with P&L responsibility for
operations in the Philippines. His clients included top enterprises in the telecommunications, media, technology
and financial services sectors. He spent over a decade of his career with PwC Hong Kong, where he helped clients
in Hong Kong and China transform their operations, comply with new regulations, and enter new markets. He has
24 years of industry experience to date.
Mr. Azada holds a Bachelor of Science degree in Industrial Engineering from the University of the Philippines
Diliman, and a post-graduate diploma in Business Administration (with Merit) from the University of Durham,
United Kingdom.
Mr. Ronald G. Brusola, aged 57, was appointed as Chief Technology Officer in 2014. Prior to joining Converge,
Mr. Brusola served as R&D and RF Applications Engineer in Signal Consolidated Corp. and as Facilities
Engineer, Administrator for Transmission and Customer and Engineering and Telephone Sales Area Manager in
Philippine Global Communications, Inc. He then moved to Bayantel and occupied various positions, as Network
Planning Manager then Senior Manager for LEC Transmission and Director for Leased Lines. He later moved to
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Globe Telecom as Director for Data and Transmission Network Engineering and joined Comclark as Consultant
for Strategy and Control in 2010. He has 31 years of industry experience to date.
Mr. Brusola graduated from Polytechnic University of the Philippines with a degree in Bachelor of Arts in
Electronics and Communication Engineering.
Mr. Matthias Vukovich, aged 41, has served as Chief Financial Office Adviser since March 2020. Prior to joining
Converge ICT Solutions (Global) Limited (Hong Kong), he worked as CFO for Shenzhen based
telecommunication technology Company uCloudlink (Nasdaq: UCL). From 2007 to 2018 Mr. Vukovich worked
as Executive Director in Morgan Stanley’s Investment Banking division. During his 12 years at Morgan Stanley,
he worked in the Investment Banks’ Tokyo, London and Hong Kong Media & Communication coverage teams,
where he was involved in various M&A and financing transactions with a special focus on the telecommunications
infrastructure space. Before joining Morgan Stanley, Mr. Vukovich worked for the Japanese wireless operator
NTT DOCOMO for five years, where he gained experience in the corporate sales and in international business
development divisions. He has 18 years of industry experience to date.
Mr. Vukovich holds a M.A. in Business Administration from the Vienna University of Economics and a B.A. in
Japanese Studies from Vienna University.
To the best of our knowledge, in the last five years, none of the above-named directors or members of senior
management has been subject to the following:
(i)

any bankruptcy petition filed by or against any business of which such person was a general
partner or executive officer either at the time of the bankruptcy or within two years prior to that
time;

(ii)

any conviction by final judgment, including the nature of the offense, in a criminal proceeding,
domestic or foreign, or being subject to a pending criminal proceeding, domestic or foreign,
excluding traffic violations and other minor offenses;

(iii)

any order, judgment or decree, not subsequently reversed, suspended or vacated, of any court
of competent jurisdiction, domestic or foreign, permanently or temporarily enjoining, barring,
suspending or otherwise limiting his or her involvement in any type of business, securities,
commodities, or banking activities; or

(iv)

found by a domestic or foreign court of competent jurisdiction (in a civil action), the Philippine
SEC or comparable foreign body, or a domestic or foreign exchange or other organized trading
market or self-regulatory organization, to have violated a securities or commodities law or
regulation.

Corporate Officers
The following table sets out details of other key corporate officers and members of management:
Name
Melinda Q. Cabase
Elvira C. Oquendo
Maria Grace C. de Jesus
Joan Tyrine D. Felipe

Position
Treasurer
Corporate
Secretary,
Legal
Services Director
Compliance
Officer,
Legal
Services Department Head
Investor Relations Officer

Citizenship
Filipino
Filipino
Filipino
Filipino

Ms. Melinda Q. Cabase, aged 56, was appointed as Treasurer in June 2020. Prior to joining Converge, Ms. Cabase
served as Finance Director of FieldCore Service Solutions LLC, a GE Company, and has 31 years of industry
experience to date.
Ms. Cabase graduated from the Ateneo de Naga University, Naga City.
Ms. Elvira C. Oquendo, aged 54, was appointed as Corporate Secretary in June 2020 and is our Legal Services
Director. Prior to joining Converge, Ms. Oquendo served as Legal Director of the CEMEX Philippines Group of
Companies and has 28 years of industry experience to date.
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Ms. Oquendo graduated from the Ateneo de Manila University.
Ms. Maria Grace de Jesus, aged 49, was appointed as Compliance Officer in June 2020 and is our Legal Services
Department Head. Prior to joining Converge, Ms. De Jesus served as Senior Legal Manager of the CEMEX
Philippines Group of Companies and has 25 years of industry experience to date.
Ms. De Jesus graduated from the University of the Philippines.
Ms. Joan Tyrine D. Felipe, aged 26, was appointed as Investor Relations Officer in June 2020. Prior to joining
Converge, Ms. Felipe served as Assurance Senior Associate of Isla Lipana & Co.
Ms. Felipe graduated from the Polytechnic University of the Philippines - Manila.
Other Senior Employees
In addition to our Senior Management and Corporate Officers, our business segments and divisions are led by our
group heads who have relevant industry experience. Mr. Alan Smyth, head of the Large Enterprise Group and
Wholesale Group, has worked in DTSI Group and Solegy and has 20 years of industry experience to date; Ms.
Rose Abarquez the head of our Corporate Group has worked at Globe, Smart and Islacom and has 31 years of
industry experience to date; and Mr. Jiggs Baarde who leads our SME Group has worked at Philip Morris
International, FrieslandCampina and Nestle Philippines and has 20 years of industry experience to date. Mr.
Leoncio Cantonjos leads our Customer Onboarding division, having gained experience at Globe and PLDT and
having 31 years of industry experience to date; Mr. Robert Bayani heads our Human Resources team having
worked at Infosys, Arvato Bertelsman and Emerson and having 37 years of industry experience to date; and our
Engineering Group is led by Mr. Edwin Mabitazan who worked at wi-tribe and has 36 years of industry experience
to date. We are also supported by Ms. Mary Joy Corpuz, our Deputy CFO, with 22 years of relevant industry
experience from General Electric, Citibank and PwC.
BOARD COMMITTEES
Management, together with the following Board Committees, support the Board in discharging its responsibilities.
Pursuant to our By-laws, the Board of Directors shall constitute an Audit Committee, a Corporate Governance
Committee, a Related Parties Transactions and Board Risk Oversight Committee, a Remuneration and
Nomination Committee, and such other committees mandated by applicable regulations.
Executive Committee
The Executive Committee shall have and may exercise the powers of the Board in the management of the business
and affairs of the Company when the Board is not in session, except with respect to: (a) approval of any action
for which stockholders’ approval is also required; (b) the filling of vacancies in the Board; (c) the amendment or
repeal of the Company’s By-Laws or the adoption of new By-Laws; (d) the amendment or repeal of any resolution
of the Board which by its express terms is not capable of being amended or repealed; (e) a distribution of dividends
to the stockholders; and (f) such other matters as may be specifically excluded or limited by the Board.
The following are the members of the Executive Committee: Dennis Anthony H. Uy, Maria Grace Y. Uy, Saurabh
N. Agarwal, Jesus Romero, Miles Tonn Chua, Benjamin Rex Emilio Azada and Mary Joy Corpuz.
Audit Committee
The Audit Committee shall enhance the Board’s oversight capability over the Company’s financial reporting,
internal control system, internal and external audit processes, and compliance with applicable laws and
regulations.
The Audit Committee shall consist of at least three appropriately qualified non-executive directors, majority of
whom, including the chairman of the Audit Committee should be independent non-executive directors. All of the
members of the committee must have relevant background, knowledge, skills, and/or experience in the areas of
accounting, auditing and finance. The chairman of the Audit Committee should not be the chairman of the Board
or of any other committees.
The Audit Committee is chaired by Roman Felipe S. Reyes and with Jose Pamintuan de Jesus, Amando M.
Tetangco, Jr., Maria Grace Y. Uy and Saurabh N. Agarwal as members.
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Corporate Governance Committee
The Corporate Governance Committee has the duty and responsibility to assist the Board of Directors in the
performance of its corporate governance responsibilities. It shall be composed of at least three members, all of
whom should be independent non-executive directors, including the chairman of the Corporate Governance
Committee.
The Corporate Governance Committee is chaired by Amando M. Tetangco, Jr. and with Roman Felipe S. Reyes
and Jose Pamintuan de Jesus as members.
Board Risk and Related Parties Transactions Committee
The Board Risk and Related Parties Transactions Committee shall be responsible for reviewing the adequacy and
effectiveness of our risk management function, including its market compliance function, risk management
policies and systems, insurance, review and monitor risk events. It also reviews and evaluates related party
transactions so as to enhance corporate transparency and promote fair transactions. It shall be composed of at least
three non-executive directors, two of whom are independent non-executive directors, including the chairman of
the Board Risk and Related Parties Transactions Committee.
The Board Risk and Related Parties Transactions committee is chaired by Amando M. Tetangco, Jr. with Roman
Felipe S. Reyes and Saurabh N. Agarwal as members.
Nominations and Remuneration Committee
The functions of the Nominations and Remuneration Committee include (i) reviewing the structure, size and
composition of the Board; (ii) review and evaluate the qualifications of the persons nominated to the Board and
to other positions requiring appointment by the Board; (iii) reviewing succession plans for the Board; and (iv)
making recommendations to the Board on the Company’s policy and structure for all remuneration of the Directors
and senior management.
The committee is chaired by Dennis Anthony H. Uy and with Roman Felipe S. Reyes and Saurabh N. Agarwal as
members.
CORPORATE GOVERNANCE FRAMEWORK
The Board has adopted the Manual on Corporate Governance (“Manual”), which institutionalizes the principles
of good corporate governance in the entire organization. We believe that it is a necessary component of sound
strategic business management, hence, we undertake efforts to create awareness within the organization.
The Manual provides that it is the Board that has the primary responsibility for the governance of the corporation.
In addition to setting the policies for the accomplishment of corporate objectives, it has the duty to provide an
independent check on the Management. The Board is mandated to attend its regular and special meetings in person
or through teleconferencing.
In adopting the Manual, we understand the responsibilities of the Board and its members, in governing the conduct
of our business, the Board Committees, in focusing on specific board functions to aid in the optimal performance
of its roles and responsibilities, and the officers, in ensuring adherence to corporate principles and best practices.
See “Risk Factors—Risks Relating to Our Business—Our majority shareholders may exert substantial influence
over Converge and their interests may not be the same as those of other shareholders” on page 54.
EXECUTIVE COMPENSATION
The compensation for our executive officers for the years ended December 31, 2018, 2019, and 2020 (projected)
are shown below:
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Names
Aggregate executive
compensation for the
following key management
officers:
Mr. Dennis Anthony H. Uy
(CEO)
Ms. Maria Grace Y. Uy
(President and CRO)
Mr. Jesus C. Romero (COO)
Mr. Miles Tonn C. Chua
(COO/President,
MetroWorks)
Mr. Ronald G. Brusola (CTO)
Mr. Benjamin Rex Emilio
Azada (CSO) (2020 only)
Aggregate executive
compensation of all other
Officers and Directors,
unnamed

Position

Year

Salary

Bonus

Actual 2018
Actual 2019
Projected 2020*

₱35.7 million
₱50.5 million
₱70.9 million

₱1.8 million
₱11.7 million
₱10.4 million

Actual 2018
Actual 2019
Projected 2020*

₱2.9 million
₱4.3 million
₱19.5 million

₱1.2 million
₱9.9 million

STANDARD ARRANGEMENTS
Other than directors’ fees or payment of reasonable per diem for every meeting and a minimum variable
compensation as may be determined by the Board, there are no standard arrangements pursuant to which our
directors are compensated, or are to be compensated, directly or indirectly, for any services provided as a director
for the last completed fiscal year and the ensuing year.
EMPLOYMENT CONTRACTS BETWEEN THE COMPANY AND SENIOR MANAGEMENT
OFFICERS
Employment contracts between our Company and certain members of Senior Management, including the
Founders, have been entered into on arms’ length terms. In addition, we have provided retirement benefits,
management incentives and stock options to qualified employees, including to the Senior Management.
WARRANTS AND OPTIONS HELD BY THE SENIOR MANAGEMENT OFFICERS AND
DIRECTORS
Other than the Share Options (as defined below under the ESOP), no share options or warrants have been issued
by our Company to Senior Management or our other directors and/or officers. The Founders and Coherent Cloud
have entered into certain incentivization arrangements as further detailed under “Principal and Selling
Shareholders— Arrangements in Contemplation of the Offer—Founder Incentive Plan.”
EMPLOYEE STOCK OPTION PLAN
To provide incentivization to certain of our executive officers, employees and other eligible participants, we
established an employee share option plan (“ESOP”) on September 18, 2020 pursuant to which the Board of
Directors may issue share options to eligible participants (“Share Options”) that may, subject to the terms of the
proposed ESOP, become exercisable into Common Shares during certain exercise periods.
It is anticipated that the maximum number of Share Options that may be granted by Converge under the proposed
ESOP will be 59,886,400 (based on the Company’s share capital following the Stock Split), which is expected to
represent 0.85% of the total number of issued shares in the capital of the Company upon adoption of the ESOP
(based on the Company’s share capital following the Stock Split), calculated on a fully diluted basis.
Share Options will be awarded under the ESOP subject to vesting which is typically over five years, with 20% of
the Share Options vesting on the first anniversary of the grant date of such options, although terms may vary
between participants in the ESOP. Share Options will be issued subject to typical leaver provisions. Vested Share
Options will only be exercisable by participants during defined exercise periods, the first of which (assuming the
Offer occurs) is anticipated to take place in 2022.
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SIGNIFICANT EMPLOYEES
While we value the contribution of each of our senior management, corporate officers and senior employees, we
believe that there is no senior employee as of the date of this Prospectus, the resignation or loss of whom, would
have a material adverse impact on our business. Other than standard employment contracts, there are no special
arrangements with non-senior management employees.
INVOLVEMENT IN CERTAIN LEGAL PROCEEDINGS OF DIRECTORS AND SENIOR
MANAGEMENT
As of the date of this Prospectus, there are no legal proceedings involving our Directors and Senior Management.
FAMILY RELATIONSHIPS
Mr. Dennis Anthony H. Uy and Ms. Maria Grace Y. Uy are spouses. Other than the foregoing, there are no family
relationships either by consanguinity or affinity up to the fourth civil degree among our Directors, executive
officers and shareholders.
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PRINCIPAL AND SELLING SHAREHOLDERS
COMPANY SHAREHOLDING
On June 10, 2020, our Board of Directors and our shareholders, Comclark and Coherent Cloud, approved certain
amendments to our Articles of Incorporation including, among others, the reclassification of authorized capital
from common shares into additional Preferred Shares and Preferred B Shares, the creation of Preferred B Shares
and a stock split (the “Stock Split”). Pursuant to the Stock Split, our authorized capital stock of ₱5,000,000,000
was divided into the following classes of shares: (i) 16,900,000,000 Common Shares, each with a par value of
₱0.25; (ii) 3,060,000,000 Preferred Shares, each with a par value of ₱0.25 per share; and (iii) 4,000,000,000
Preferred B Shares, each with a par value of ₱0.0025 per share. Before the implementation of the Stock Split, our
authorized capital stock of ₱5,000,000,000 was divided into (A) 435,000,000 Common Shares and (B) 65,000,000
convertible and non-reissuable preferred shares, each with a par value of ₱10.00 per share of which 125,000,000
Common Shares and 51,136,363 convertible and non-reissuable preferred shares were issued and outstanding.
On September 28, 2020, the Philippine SEC approved the amendments to our Articles of Incorporation.
The following table presents our Company shareholding before the completion of the Stock Split:
Common Shares

No.
1
2
3
4
5
6

7

Shareholder
Comclark Network
and Technology Corp
Dennis Anthony H.
Uy
Maria Grace Y. Uy
Jose Pamintuan de
Jesus
Amando M.
Tetangco, Jr.
Roman Felipe S.
Reyes

Nationality

Francisco Ed. Lim
TOTAL

No. of
Common
Shares Held

Amount
Subscribed (₱)

Amount Paid-up
(₱)

Percentage
of
Ownership
(%)

Philippines

124,999,994

1,249,999,940.00

1,249,999,940.00

70.97

Philippines
Philippines

1
1

10.00
10.00

10.00
10.00

0.00
0.00

Philippines

1

10.00

10.00

0.00

Philippines

1

10.00

10.00

0.00

Philippines

1

10.00

10.00

0.00

Philippines

1
125,000,000

10.00
1,250,000,000

10.00
1,250,000,000

0.00
70.97

Preferred Shares

No.
1
2

Shareholder
Coherent Cloud
Investments B.V.
Saurabh N. Agarwal
TOTAL

Nationality
The
Netherlands
Indian

No. of
Preferred
Shares Held
51,136,362
1

51,136,363

Amount
Subscribed (₱)
511,363,620.00
10.00
511,363,630

Amount Paidup (₱)
511,363,620.00
10.00
511,363,630

Percentage
of
Ownership
(%)
29.03
0.00
29.03

Following completion of the Stock Split, certain Common Shares and Preferred Shares held by the directors were
transferred back to Comclark and Coherent Cloud (as applicable) such that each director held one Common Share
or Preferred Share (as applicable).
Our Company shareholding after the Stock Split is as follows:
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Common Shares

No.
1

2
3
4
5
6

7

Amount Subscribed
(₱)

Amount Paid-up
(₱)

Percentage
of
Ownership
(%)

4,999,999,994

1,249,999,998.50

1,249,999,998.50

70.97

Philippines

1

0.25

0.25

0.00

Philippines

1

0.25

0.25

0.00

Philippines

1

0.25

0.25

0.00

Philippines

1

0.25

0.25

0.00

Philippines

1

0.25

0.25

0.00

Philippines

1
5,000,000,000

0.25
1,250,000,000

0.25
1,250,000,000

0.00
70.97

Shareholder
Comclark
Network and
Technology Corp
Dennis Anthony
H. Uy
Maria Grace Y.
Uy
Jose Pamintuan de
Jesus
Amando M.
Tetangco, Jr.
Roman Felipe S.
Reyes

Nationality

No. of
Common
Shares Held

Philippines

Francisco Ed. Lim
TOTAL

Preferred Shares

No.
1
2

Shareholder
Coherent Cloud
Investments B.V.
Saurabh N. Agarwal
TOTAL

Nationality
The
Netherlands
Indian

No. of
Preferred
Shares Held

Amount
Subscribed (₱)

2,045,454,519
1
2,045,454,520

511,363,629.75
0.25
511,363,630

Amount Paidup (₱)
511,366,629.75
0.25
511,363,630

Percentage
of
Ownership
(%)
29.03
0.00
29.03

COMPANY SHAREHOLDING FOLLOWING CONVERSION
Pursuant to the terms of the IPO Implementation Agreement, Coherent Cloud and the Company have agreed to
implement a share conversion on or before the Pricing Date, wherein Coherent Cloud has committed to exercise
its conversion right under the shareholders’ agreement in respect of the Company on the Pricing Date to convert
all 2,045,454,520 Preferred Shares into Common Shares at a conversion ratio of one Preferred Share to one
Common Share on the Pricing Date (the “Share Conversion”).
The following table presents the expected shareholdings in the Company following the Share Conversion and
immediately prior to the Offer:

No.
1
2
3
4
5
6
7

Shareholder
Comclark Network
and Technology Corp
Coherent Cloud
Investments B.V.
Dennis Anthony H.
Uy
Maria Grace Y. Uy
Jose Pamintuan de
Jesus
Amando M.
Tetangco, Jr.
Roman Felipe S.
Reyes

Amount
Subscribed (₱)

Amount Paid-up
(₱)

Percentage
of
Ownership
(%)

4,999,999,994

1,249,999,998.50

1,249,999,998.50

70.97

2,045,454,519
1

511,363,629.75
0.25

511,363,629.75
0.25

29.03
0.00

Philippines
Philippines

1
1

0.25
0.25

0.25
0.25

0.00
0.00

Philippines

1

0.25

0.25

0.00

Philippines

1

0.25

0.25

0.00

Nationality
Philippines
The
Netherlands
Philippines

No. of Common
Shares Held
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No.
8
9

Shareholder
Francisco Ed. Lim
Saurabh N. Agarwal
TOTAL

Nationality
Philippines
Indian

No. of Common
Shares Held
1

Amount
Subscribed (₱)
0.25

Amount Paid-up
(₱)
0.25

Percentage
of
Ownership
(%)
0.00

1
7,045,454,520

0.25
1,761,363,630

0.25
1,761,363,630

0.00
100.00

THE SELLING SHAREHOLDERS AND THE OFFER
The following table below sets forth, for the Selling Shareholders, the number of Shares and percentage of
outstanding shares held before the Offer, the number of shares and percentage of outstanding shares owned
immediately after the Offer (assuming the Overallotment Option is not exercised), and number of shares and
percentage of outstanding shares owned immediately after the Offer (assuming the Overallotment Option is fully
exercised):

Selling
Shareholder
Comclark Network
and Technology
Corp.

Shareholding
before the
Offer

% of Shares
Outstanding
before the
Offer

Shareholding
following
completion of
the Offer
(assuming
Overallotment
Option is not
exercised)

4,999,999,994

70.97

4,803,589,103

% of Shares
Outstanding
following
completion of
the Offer
(assuming
Overallotment
Option is not
Exercised)

63.8%

Shareholding
following
completion of
the Offer
(assuming
Overallotment
Option is fully
exercised)

% of Shares
Outstanding
following
completion of
the Offer
(assuming
Overallotment
Option is fully
Exercised)

4,760,299,018

63.2%

Coherent Cloud
Investments B.V.(1)
2,045,454,519
29.03
1,217,431,841
16.2%
1,034,930,900
13.8%
(1) Coherent Cloud Investments BV. is 66.67% owned by Coherent Cloud Holdings B.V. and 33.33% owned by Coherent Cloud Co-Investors
B.V. Coherent Cloud Co-Investors B.V. is managed by Coherent Cloud Holdings B.V., which is in turn owned equally by WPC SEA Coherent
Cloud Holdings B.V. and WP XII Investments Cooperatief U.A. WPC SEA Coherent Cloud Holdings B.V. in its turn is indirectly wholly owned
by WPC-SEA Investments Holdings Cooperatief U.A. WPC-SEA Investments Holdings Cooperatief UA. and WP XII Investments Cooperatief
U.A. are directly wholly-owned by funds ultimately managed by Warburg Pincus (Bermuda) Private Equity GP Ltd.

COMPANY SHAREHOLDING AFTER OFFER
The table below presents the expected shareholdings in the Company after the Offer:

Shareholdings after
the Offer (assuming
Overallotment is not
exercised)

% of Shares after
the Offer (assuming
Overallotment is not
exercised)

Shareholdings after
the Offer (assuming
Overallotment is
fully exercised)

Comclark Network and
Technology Corp

4,803,589,103

63.8%

4,760,299,018

63.2

Coherent Cloud
Investments B.V.

1,217,431,841

16.2%

1,034,930,900

13.8

4

Public shareholders

1,505,273,510

20.0%

1,731,064,536

23.0

5

Dennis Anthony H. Uy

1

0.00

1

0.00

6

Maria Grace Y. Uy

1

0.00

1

0.00

7

Jose Pamintuan de Jesus

1

0.00

1

0.00

8

Amando M. Tetangco,
Jr.

1

0.00

1

0.00

9

Roman Felipe S. Reyes

1

0.00

1

0.00

No
1
2

Shareholder
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% of Shares after
the Offer(assuming
Overallotment is
fully exercised)

Shareholder

Shareholdings after
the Offer (assuming
Overallotment is not
exercised)

% of Shares after
the Offer (assuming
Overallotment is not
exercised)

Shareholdings after
the Offer (assuming
Overallotment is
fully exercised)

10

Francisco Ed. Lim

1

0.00

1

0.00

11

Saurabh N. Agarwal

1

0.00

1

0.00

No

TOTAL

7,526,294,461

100.00

% of Shares after
the Offer(assuming
Overallotment is
fully exercised)

7,526,294,461

100.00

PSE LOCK-UP REQUIREMENT
Under the PSE Consolidated Listing and Disclosure Rules, subject to any exemptions provided by the PSE, an
applicant company shall cause its existing shareholders who own an equivalent of at least ten percent (10%) of
the issued and outstanding shares of stock of the company to refrain from selling, assigning, or in any manner
disposing of their shares for a period of:
•
•

180 days after the listing of said shares if the applicant company meets the track record requirements in
Section 1, Article III, Part D of the PSE Consolidated Listing and Disclosure Rules; or
365 days after the listing of said shares if the applicant company is exempt from the track record and
operating history requirements of the PSE Consolidated Listing and Disclosure Rules.

Any applicant company is also subject to a 180-day lock-up requirement in respect of any share issuances.
The following shareholders are covered by the 180-day lock-up requirement:
Shareholder

No. of Shares

Comclark Network and Technology Corp.

4,760,299,018*

*Assuming the Overallotment Option is fully exercised or 4,803,589,103 Common Shares if the
Overallotment Option is not exercised

The following shareholders are covered by the 365-day lock-up requirement:

Shareholder

No. of Shares

Coherent Cloud Investments B.V.

1,034,930,900*

Jose Pamintuan de Jesus

1

Amando M. Tetangco, Jr.

1

Roman Felipe S. Reyes

1

Francisco Ed. Lim

1

Saurabh N. Agarwal

1

*Assuming the Overallotment Option is fully exercised or 1,217,431,841 Common Shares if
the Overallotment Option is not exercised
Note:
In connection with the Offer, Coherent Cloud has committed to exercise its conversion right to convert all Preferred Shares held in its name
to Common Shares on the Pricing Date. In a letter dated September 25, 2020, the PSE confirmed that the resulting Common Shares forming
part of the Offer would not be subject any regulatory lock-up, provided that any such Common Shares remaining after the Offer would be
subject to the regulatory lock-up.

If there is any issuance or transfer of shares (i.e., private placement, asset for share swap or a similar transaction)
or of instruments which leads to an issuance or transfer of shares (i.e., convertible bonds, warrants, or similar
instrument) done and fully paid for within 180 days prior to the start of the offering period, or, prior to the listing
date in the case of applicant companies by way of introduction, and the transaction price is lower than that of the
offer price in the initial public offering or than that of the listing price in the case of applicant companies listing
by way of introduction, all shares availed of shall be subject to a lock-up period of at least 365 days from the full
payment of the aforesaid shares.
To implement the lock-up requirement, we and the foregoing shareholders shall enter into an escrow agreement
with Philippine National Bank.
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ARRANGEMENTS IN CONTEMPLATION OF THE OFFER
IPO Implementation Arrangements
In preparation for the Offer, Comclark, Coherent Cloud, our Founders and our Company entered into the IPO
Implementation Agreement which provides, among other things, that:
•
•

on the Pricing Date, the Share Conversion shall be implemented; and
on the Listing Date, the shareholders’ agreement between Comclark, Coherent Cloud, the Founders and
the Company in respect of the Company shall be terminated.

In addition, at the time of the Investment, the Founders entered into certain non-compete undertakings in favor of
Converge and Coherent Cloud, which will terminate upon the Listing Date. To provide purchasers of the Offer
Shares and investors in our Company the same level of protection and to demonstrate their commitment to our
Company, the Founders will enter into new non-compete undertakings for the benefit of our Company with effect
from the Listing Date. The non-compete undertakings will prevent the Founders or their Affiliates from directly
or indirectly, carrying on or providing any services to any business other than our Company and subsidiaries
which provides or is licensed to provide broadband services, or which owns, operates, manages or constructs
broadband assets, for a period of six years from the Offer for the services contemplated, subject to certain
exceptions that are consistent with the exceptions that applied prior to the Offer.
Founders’ Incentive Plan
Pursuant to certain incentivization arrangements entered into between Coherent Cloud and the Founders at the
time of Coherent Cloud’s investment into Converge (such arrangements as amended from time to time being the
“Founders’ Incentive Plan”), the Founders may, depending on the performance of the Company and the
investment returns realized by Coherent Cloud, receive additional Common Shares and/or cash payments from
Coherent Cloud (and for the avoidance of doubt, not from the Company). Coherent Cloud put in place the
Founders’ Incentive Plan to align the Founders’ incentives with the overall success of the Company, with the
performance of the Company being a key component of the Founders’ potential compensation under the Founders’
Incentive Plan. Except for the Founders’ Incentive Plan, which will remain in force after the Offer, the Founders
are not party to any other performance or share based compensation plans with Coherent Cloud or the Company.
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SECURITY OWNERSHIP OF CERTAIN RECORD AND BENEFICIAL OWNERS
As of June 30, 2020, the following are the owners of our capital stock in excess of 5% of total issued and
outstanding shares:

Title of
Class
Common
Shares

Name and Address of
Record Owner
and Relationship
with Issuer
Comclark Network and
Technology Corp.

Name of Beneficial
Owner and Relationship
with Record Owner
Dennis Anthony H. Uy
Maria Grace Y. Uy

Citizenship
Philippines

Number of
Shares held
before the Stock
Split
124,999,994

Number of
Shared held
after the Stock
Split
4,999,999,994

51,136,362

2,045,454,519

Percenta
ge of
Ownersh
ip
70.97%

Shareholders of Comclark
Network and Technology
Corp
Preferred
Shares(1)

Coherent Cloud
Investments B.V.

Funds ultimately managed
by affiliates of Warburg
Pincus LLC

Dutch

29.03%

(1) Subject to conversion to Common Shares. See “Principal and Selling Shareholders” on page 236.

SECURITY OWNERSHIP OF MANAGEMENT
As of July 31, 2020, the following are the shareholdings of our Board of Directors and Senior Management. Under
the Revised Corporation Code, each director is required to hold at least one share in his/her name in the books of
the corporation to qualify as a member of the board of directors.

Title of Class

Name of Record
Owner

Position

Citizenship

Common

Jose P. de Jesus

Chairman

Filipino

Common

Dennis Anthony H.
Uy*

CEO

Filipino

Common

Maria Grace Y. Uy*

President
and CRO

Filipino

Common

Amando M. Tetangco,
Jr.

INED

Filipino

INED

Filipino

NED

Filipino

Common
Common

Preferred

Roman Felipe S. Reyes
Francisco Ed. Lim

Saurabh Agarwal

NED

Indian

Amount and Nature of
Beneficial
Ownership14
1 common share
Independent Director
1 common share
Nominee Director
1 common share
Nominee Director
1 common share
Independent Director
1 common share
Independent Director
1 common share
Nominee Director
1 convertible and nonreissuable preferred
share
Nominee Director

Percentage of
Total
Outstanding
Shares
Nil

Nil
Nil
Nil
Nil
Nil
Nil

*Our Founders who control Comclark, our majority shareholder.

Except for the foregoing, no other members of the Board or Senior Management own any shares in Converge.
VOTING TRUST HOLDERS OF 5% OR MORE
There are no persons holding more than 5.0% of a class of our shares under a voting trust or similar agreement.
RECENT ISSUANCES OF SECURITIES CONSTITUTING EXEMPT TRANSACTIONS
On August 8, 2019, our Company, the Founders, Comclark and Coherent Cloud entered into a share subscription
agreement pursuant to which we agreed to issue, and Coherent Cloud agreed to subscribe for the 51,136,363
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Preferred Shares for an aggregate consideration of U.S.$225,000,000. The subscription was completed in two
tranches as follows:
No. of Preferred
Date of issuance
Shares*
Consideration
August 23, 2019
30,681,818
U.S.$135,000,000
February 7, 2020
20,454,545
U.S.$90,000,000
*Number of Shares before the Stock Split and the Conversion.

CHANGE IN CONTROL
There have been no changes in control in our Company.
WARBURG PINCUS
Warburg Pincus is a leading global private equity firm focused on growth investing. The firm has close to U.S.$53
billion in assets under management. Its active portfolio of more than 185 companies is highly diversified by stage,
sector and geography. Founded in 1966, Warburg Pincus has raised 19 private equity funds that have invested
more than U.S.$86 billion in over 900 companies in more than 40 countries. The firm is headquartered in New
York with offices in Beijing, Berlin, Hong Kong, Houston, London, Luxembourg, Mauritius, Mumbai, the
Netherlands, San Francisco, São Paulo, Shanghai and Singapore. Warburg Pincus invests in a range of industries
including manufacturing, financial services, healthcare and life sciences, business services, energy, information
and communication technology, media and real estate. Throughout its history in private equity, Warburg Pincus
has invested at all stages of a company’s life cycle, including founding start-ups and providing growth capital to
leading buy-outs.
Since its initial investment in telecommunication, media and technology companies in 1971, Warburg Pincus has
subsequently invested in a total of over 340 companies, and committed approximately U.S.$20 billion of equity
globally. Additionally, Warburg Pincus was among the first international private equity firms to invest in Asia in
1994. Since then, it has invested in over 200 companies with an aggregate investment amount of over U.S.$ 21
billion in Asia. Of these portfolio companies, over 30 have been listed on major stock exchanges.
Warburg Pincus has helped build successful businesses and leading brands, including Bharti Airtel, Bharti
Telemedia, Inexio, Ziggo, and INEA.
Warburg Pincus Impact on Converge
We believe that Warburg Pincus has been an ideal strategic and financial partner for management based on, among
others, (i) its extensive experience investing in technology, media, and telecommunications (TMT) businesses;
(ii) their long-standing presence in China, India, Southeast Asia, and other emerging markets; and (iii) their
flexible, long-term, and growth-oriented investment approach. Since Warburg Pincus’s first investment in
Converge, Warburg Pincus has been involved in our business across multiple fronts, including among others,
assisting with strategic planning, KPI tracking, management incentivization, talent engagement, financing and
capital market planning, IT and business process optimization, and corporate governance. We believe that the
Warburg Pincus Investment has enabled our Company to significantly accelerate our business plan.
Coherent Cloud
Warburg Pincus completed the Investment through Coherent Cloud.
Coherent Cloud Investments B.V.
Coherent Cloud Investments B.V. is a private company incorporated with limited liability in the Netherlands as a
holding company.
Coherent Cloud Investments B.V. is 66.67% owned by Coherent Cloud Holdings B.V. and 33.33% owned by
Coherent Cloud Co-Investors B.V.
Coherent Cloud Co-Investors B.V. is managed by Coherent Cloud Holdings B.V., which is in turn owned equally
by WPC SEA Coherent Cloud Holdings B.V. and WP XII Investments Cooperatief U.A. WPC SEA Coherent
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Cloud Holdings B.V. in its turn is indirectly wholly owned by WPC-SEA Investments Holdings Cooperatief U.A.
WPC-SEA Investments Holdings Cooperatief UA. and WP XII Investments Cooperatief U.A. are directly whollyowned by funds ultimately managed by Warburg Pincus (Bermuda) Private Equity GP Ltd.
The directors of Coherent Cloud Investments BV are Mr. Steven G. Glenn, Mrs. Tara Eileen O’Neill, Mr. Guido
Nieuwenhuizen and Mr. Roeland Smeets.
Coherent Cloud Holdings B.V.
Coherent Cloud Holdings B.V. is a private company incorporated with limited liability in the Netherlands as a
holding company.
Coherent Cloud Holdings B.V. is owned equally by WPC SEA Coherent Cloud Holdings B.V. and WP XII
Investments Cooperatief U.A. WPC SEA Coherent Cloud Holdings B.V. is indirectly wholly owned by WPCSEA Investments Holdings Cooperatief U.A. WPC-SEA Investments Holdings Cooperatief UA. and WP XII
Investments Cooperatief U.A. are directly wholly-owned by funds ultimately managed by Warburg Pincus
(Bermuda) Private Equity GP Ltd.
The directors of Coherent Cloud Holdings BV are Mr. Steven G. Glenn, Mrs. Tara Eileen O’Neill, Mr. Guido
Franciscus Nieuwenhuizen and Mr. Roeland Smeets.
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RELATED PARTY TRANSACTIONS
In the ordinary course of business, we enter into transactions with related parties and affiliates, principally
consisting of construction, lease and services arrangements. Our policy with respect to related party transactions
is to ensure that these transactions are entered on an arm’s length basis and entered into on terms comparable to
those available from or to unrelated third parties, as the case may be. We have established a Related Parties
Transactions Committee to comply with the Board and shareholder voting mechanisms provided under the
Philippine Corporation Code and the relevant regulations of the Philippine SEC for related party transactions.
The related party transactions we have entered into with the Founders or entities controlled by the Founders
include the following:
1.

Terrestrial Backbone Construction

In the ordinary course of business, we engage multiple third-party contractors to perform terrestrial backbone
construction services, including FKC. As of the date of this Prospectus, FKC, a terrestrial backbone contractor, is
majority-owned and controlled by three unrelated third parties, including Mr. Hea Kyoung Birkner, the founder
the predecessor company of FKC. FKC which, together with its predecessor company, has 15 years of experience
in underground fiber cable installations across several markets including New Zealand, using specialized HDD
technology.
In connection with Warburg Pincus’ Investment, on August 23, 2019, Pentagon (one of our subsidiaries) divested
its majority stake in FKC to the Founders, who subsequently on June 24, 2020, made an indirect divestment of its
majority stake in FKC to an unrelated third-party. As of the date of this Prospectus, the Founders beneficially own
an 18% stake in FKC.
For the year ended December 31, 2019 total payments from Converge to FKC in respect of the terrestrial backbone
construction amount to ₱316.6 million. As of June 30, 2020, FKC is no longer a related party.
2.

Real Estate Lease Agreements

In connection with Warburg Pincus’ Investment, on August 14, 2019, we entered into lease agreements with our
controlling shareholder, Comclark and certain affiliates, pursuant to which Comclark and certain affiliates agreed
to lease to us (and certain of our affiliates and our subsidiary) selected real estate assets, including office premises
and warehouse space (the “Lease Agreements”). These Lease Agreements were entered into on arm’s length
commercial terms and will expire on December 31, 2028, and will automatically renew from year to year thereafter
unless terminated by us with 90 days’ prior written notice. See “Description of Property” for more information.
For the year ended December 31, 2019 and for the six months ended June 30, 2020, total payments from Converge
in respect of the Lease Agreements amounted to ₱133.3 million and ₱81.3 million, respectively.
3.

Comclark Services Agreement

In connection with Warburg Pincus’ Investment, on August 14, 2019, we entered into a services agreement
pursuant to which Comclark and Converge agreed to, among other things, provide certain services, including the
provision of broadband and related services to each other (the “Comclark Services Agreement”). The Comclark
Services Agreement were entered into on arm’s length commercial terms and will expire on August 14, 2049.
For the year ended December 31, 2019 and for the six months ended June 30, 2020, total payments from Converge
to Comclark in respect of the Comclark Services Agreement amounted to ₱185.9 million and ₱26.4 million,
respectively.
4.

Converge-PKN Agreement

We do not hold and do not intend to obtain a license for the provision of cable TV services, noting that under
Philippine law, cable TV companies must be 100% owned and controlled by Philippine Nationals.
In connection with Warburg Pincus’ Investment, on August 14, 2019, we entered into a services agreement with
Pacific Kabelnet Holding Co. Inc. (“PKN”), an entity 100% owned and controlled by our Founders, who are
Philippine Nationals, pursuant to which Converge and PKN agreed to provide certain services to each other,
including our respective affiliates, in connection with offering bundled services (such as cable TV) to some of our
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HFC customers, among others (the “Converge-PKN Agreement”). The Converge-PKN Agreement was entered
into on arm’s length commercial terms and took effect on March 10, 2020 and will expire on March 10, 2050.
Summary of Related Party Transactions from Audited Financial Statements
A summary of our transactions and outstanding balances with related parties as of for the year ended December
31, 2019 and as of and for the six- month period ended June 30, 2020 is set out below. For more information, see
Note 17 to our audited financial statements as of and for the years ended December 31, 2016, 2017, 2018 and
2019 and Note 17 to our audited financial statements as of and for the six months ended June 30, 2020.
Transactions for the
12 months ending
December 31, 2019
₱

US$

Outstanding
balance as of
December 31, 2019
₱

Transactions for the
6 months ending
June 30, 2020

₱
US$
(In millions)

Outstanding
balance as of
June 30, 2020
₱

US$

US$

Due from related parties (1)
Trade and other
receivables (2)
Advances to fixed assets
suppliers (2)

269.1

5.4

586.6

11.8

498.0

10.0

1,079.8

21.7

0.0

0.0

210.0

4.2

-

-

-

-

250.7

5.0

250.7

5.0

370.4

7.4

-

-

Trade payables (1)

429.2

8.6

815.5

16.4

723.5

14.5

-

-

Accruals (1)

555.8

11.1

738.1

14.8

531.7

10.7

650.6

13.1

Due to related parties (2)

197.8

4.0

166.8

3.3

31.0

0.6

145.5

2.9

liabilities (3)

168.6

3.4

1,444.4

29.0

86.6

1.7

1,410.2

28.3

960.2

19.3

807.7

16.2

-

-

190.0

3.8

75.5

1.5

2.9

0.1

41.0

0.8

11.9

0.2

Lease

Dividends payables (4)
Key management
compensation(5)

Notes:
1. Primarily in connection to activities undertaken pursuant to the Converge-PKN Agreement. See “– Related Party Transaction – 4.
Converge-PKN Agreement”
2. Primarily in connection to terrestrial backbone construction activities undertaken by FKC. See “– Related Party Transaction – 1.
Terrestrial Backbone Construction”
3. In connection to lease arrangements pursuant to the Real Estate Lease Agreements. See “– Related Party Transaction – 2. Real Estate
Lease Agreements”. Leases are capitalized in accordance with PFRS 16.
4. One-time, transaction-related dividends in connection to Warburg Pincus’ Investment in 2019, which balance has been fully paid as of
the date of this Prospectus. See “– Dividends and Dividend Policy”
5. Includes retirement benefits; pertains to a subset of Senior Management compensation

Transfer Pricing Regulations
Under Section 50 of the National Internal Revenue Code, in the case of two or more businesses owned or
controlled directly or indirectly by the same interests, the BIR Commissioner is authorized to distribute, apportion,
or allocate gross income or deductions between or among such businesses. On January 23, 2013, the BIR issued
Regulation No. 2-2013 on Transfer Pricing Regulations (the “Transfer Pricing Regulations”) which adheres to
the arm’s length methodologies set out under the Organization for Economic Cooperation and Development
Transfer Pricing Guidelines. The Transfer Pricing Regulations are applicable to cross-border and domestic
transactions between related parties and associated enterprises. The BIR Transfer Pricing Regulations defines
related parties as two or more enterprises where one enterprise participates directly or indirectly in the
management, control, or capital of the other; or if the same persons participate directly or indirectly in the
management, control, or capital of the enterprises. The arm’s length principle requires the transaction with a
related party to be made under comparable conditions and circumstances as a transaction with an independent
party such that if two related parties derive profits at levels above or below comparable market levels solely by
reason of the special relationship between them, the profits will be deemed as non-arm’s length. In such a case,
the BIR can make the necessary adjustments to the taxable profits of the related parties so as to reflect the true
value that would otherwise be derived on an arm’s length basis. See “Risk Factors—Risks Relating to Our
Business—Our contractual arrangements with Comclark and its affiliates expose us to transfer pricing risk and
we are party to a number of related party transactions” on page 54.
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DESCRIPTION OF THE SHARES
The following is general information relating to our capital stock but does not purport to be complete or to give
full effect to the provisions of law and is in all respects qualified by reference to the applicable provisions of our
Articles of Incorporation and By-Laws.
SHARE CAPITAL INFORMATION
Pursuant to our amended Articles of Incorporation to implement the Stock Split, as approved by the Board of
Directors and stockholders on June 10, 2020 and approved by the Philippine SEC on September 28, 2020, our
Company has an authorized capital stock of ₱5,000,000,000 divided into (i) 16,900,000,000 Common Shares with
a par value of ₱0.25 per share; (ii) 3,060,000,000 Preferred Shares with a par value of ₱0.25 per share; and (iii)
4,000,000,000 Preferred B Shares with a par value of ₱0.0025 per share. As of the date of this Prospectus, our
issued and outstanding shares consist of 5,000,000,000 Common Shares and 2,045,454,520 Preferred Shares.
There are no Preferred B Shares issued or outstanding.
Prior to the Stock Split, our authorized capital stock of ₱5,000,000,000 was divided into 435,000,000 Common
Shares and 65,000,000 Convertible and Non-Reissuable Preferred Shares, each with a par value of ₱10.00 per
share of which 125,000,000 Common Shares and 51,136,363 Convertible and Non-Reissuable Preferred Shares
were issued and outstanding.
Impact of the Stock Split and the Share Conversion on our Capital Structure
The table below sets out our capital structure before and after the Stock Split:

Class of Shares
Common Shares

No. of Shares Issued
and Outstanding
before the Stock Split
125,000,000

Amount Subscribed
(₱)
(excluding Additional
Paid-in Capital)
1,250,000,000

No. of Shares Issued
and Outstanding after
the Stock Split
5,000,000,000

Amount Subscribed
(₱)
(excluding Additional
Paid-in Capital)
1,250,000,000

51,136,363
176,136,363

511,363,630
₱1,761,363,630

2,045,454,520
7,045,454,520

511,363,630
₱1,761,363,630

Convertible Preferred
Shares
Total

As of June 30, 2020, our Company’s earnings per Share was ₱7.15 and book value per Common Share was ₱52.47.
Assuming the Stock Split and conversion of the Preferred Shares held by Coherent Cloud had occurred as of June
30, 2020, then earnings per Share would be ₱0.18 and book value per Common Share would be ₱2.55. Our book
value per Common Share represents total assets (less goodwill) minus total liabilities (less preferred share capital
and additional paid-in capital related to preferred shares, if any) divided by the total number of Common Shares
outstanding. See also “Capitalization,” “Dilution” and note 19 (Basic earnings per share) together with the
supplementary schedules to our audited financial statements as of and for the six months ended June 30, 2020 and
for the years ended December 31, 2019 for more information. As the Stock Split and the Share Conversion did
not result in any change in the amount of issued and subscribed capital, there are no adjustments to our financial
ratios except in respect of earnings per Share and book value per Common Share.
The table below presents the change in earnings per Share and book value per Common Share before and after
giving effect to the Stock Split and the Share Conversion as of the relevant dates:

Earnings per Share
As of June 30, 2020
As of December 31, 2019

Audited
₱7.15
₱12.59

As adjusted for the Stock Split
₱0.18
₱0.31

As further adjusted for the Share
Conversion
₱0.18
₱0.31

Book value per Common Share
As of June 30, 2020
As of December 31, 2019

Audited
₱52.47
₱42.56

As adjusted for the Stock Split
₱1.31
₱1.06

As further adjusted for the Share
Conversion
₱2.55
₱1.95

A Philippine corporation may issue common or preferred shares, or such other classes of shares with such rights,
privileges or restrictions as may be provided for in its articles of incorporation and by-laws. A Philippine
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corporation may also increase or decrease its authorized capital stock, provided that the increase or decrease is
approved by a majority of the board of directors and by shareholders representing at least two-thirds of the
outstanding capital stock of the corporation voting at a shareholders’ meeting duly called for the purpose and is
duly approved by the Philippine SEC.
Our Company may acquire its own shares for a legitimate corporate purpose as long as it has unrestricted retained
earnings or surplus profits sufficient to pay for the shares to be acquired, such as in the following instances: (i)
elimination of fractional shares arising out of stock dividends, (ii) the purchase of shares of dissenting shareholders
exercising their appraisal right and (iii) the collection or compromise of an indebtedness arising out of an unpaid
subscription in a delinquency sale or to purchase delinquent shares during such sale. Upon repurchase of its own
shares, the shares become treasury shares, which may be resold at a reasonable price fixed by the board of
directors.
Our Board is authorized to issue shares from the treasury from time to time.
RIGHTS RELATING TO SHARES
Voting Rights of Shares
Each common and preferred share is entitled to one vote. At each meeting of the shareholders, every stockholder
entitled to vote on a particular question or matter involved shall be entitled to one vote for each share of stock
standing in his name in our books at the time of the closing of the transfer books for such meeting.
In accordance with Section 23 of the Revised Corporation Code of the Philippines, at each election of directors,
every stockholder entitled to vote at such election shall have the right to vote, in person or by proxy, the number
of shares owned by him as of the relevant record date for as many persons as there are directors to be elected and
for whose election he has a right to vote, or to cumulate his votes by giving one candidate the number of votes
equal to the number of directors to be elected multiplied by the number his shares shall equal or by distributing
such votes on the same principle among any number of candidates as the stockholder shall see fit.
Our shares, both common and preferred, have full voting rights. However, the Revised Corporation Code provides
that voting rights cannot be exercised with respect to shares declared by the Board of Directors as delinquent,
treasury shares, or if the shareholder has elected to exercise his right of appraisal referred to below.
Dividend Rights of Common Shares
We are allowed to declare dividends out of our unrestricted retained earnings at such times and in such percentages
as may be determined by our Board of Directors. Such determination will take into consideration factors such as
debt service requirements, the implementation of business plans, operating expenses, budgets, funding for new
investments, appropriate reserves and working capital, among other things. The PDTC has an established
mechanism for distribution of dividends to beneficial owners of the shares which are traded through the PSE and
lodged with the PDTC as required for scripless trading.
Under Philippine law, the Company can only declare dividends to the extent that the Company has unrestricted
retained earnings that represent the amount of accumulated profits and gains realized out of the normal and
continuous operations of the Company after deducting therefrom distributions to stockholders and transfers to
capital stock or other accounts, and which is: (1) not appropriated by its Board of Directors for corporate expansion
projects or programs; (2) not covered by a restriction for dividend declaration under a loan agreement; and (3) not
required to be retained under special circumstances obtaining in the corporation such as when there is a need for
a special reserve for probable contingencies. The Company may pay dividends in cash, property or by the issuance
of shares. Dividends may be declared by the Board of Directors except for stock dividends which may only be
declared and paid with the approval of shareholders representing at least two-thirds of the issued and outstanding
capital stock of the Company voting at a shareholders’ meeting duly called for the purpose.
The Philippine Corporation Code prohibits a Philippine corporation from retaining surplus profits in excess of
one hundred percent (100%) of its paid-in capital stock. Notwithstanding this general requirement, a Philippine
corporation may retain all or any portion of such surplus in the following cases: (i) when justified by definite
expansion plans approved by the board of directors of the Issuer; (ii) when the required consent of any financing
institution or creditor to such distribution has not been secured; (iii) when retention is necessary under special
circumstances, such as when there is a need for special reserves for probable contingencies; or (iv) when the nondistribution of dividends is consistent with the policy or requirement of a Government office.
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Philippine corporations whose securities are listed on any stock exchange are required to maintain and distribute
an equitable balance of cash and stock dividends, consistent with the needs of shareholders and the demands for
growth or expansion of the business.
A cash dividend declaration does not require any further approval from the shareholders. A stock dividend
declaration requires the further approval of shareholders holding or representing not less than two-thirds of our
outstanding capital stock. The Revised Corporation Code defines the term “outstanding capital stock” to mean the
“total shares of stock issued under binding subscription contracts to subscribers or stockholders, whether fully or
partially paid, except treasury shares.” Such shareholders’ approval may be given at a general or special meeting
duly called for such purpose. See “Dividends and Dividend Policy” on page 70 of this Prospectus.
Dividend and Other Rights of Preferred Shares
Preferred shares may be issued from time to time in one or more series as the Board of Directors may determine,
and authority is expressly granted to the Board of Directors to establish and designate each particular series of
preferred shares, to fix the number of shares to be included in such series, and to determine the dividend rate, issue
price and other terms and conditions for each such shares. Preferred shares of each and any series shall not be
entitled to any participation or share in the retained earnings after dividend payments shall have been made on the
preferred shares. The specific terms and restrictions of each series of preferred shares shall be specified in such
resolutions as may be adopted by the Board of Directors prior to the issuance of such series which resolution(s)
shall be filed with the Philippine SEC and upon approval thereof shall be deemed a part of the Articles of
Incorporation, as amended. Each of the currently issued and outstanding Preferred Shares may be converted at a
conversion ratio of one Preferred Share to one Common Share.
Features of the Preferred B Shares
The terms and conditions of the Preferred B Shares were approved by the Board of Directors in an enabling
resolution (the “Enabling Resolution”) on August 13, 2020. The Board’s approval of the Enabling Resolution
was subject to the Philippine SEC approval of the amendments to our Articles of Incorporation, which approval
was secured on September 28, 2020. The Company is required to secure Philippine SEC approval of the Enabling
Resolution prior to any issuance of such Preferred B Shares. Under such Enabling Resolution, the Preferred B
Shares shall have a fixed dividend rate of fixed rate of 0.01% per annum of the issue price of the Preferred B
Shares. Holders of Preferred B Shares shall not be entitled to participate in any other or future dividends beyond
the fixed dividend and may not be converted to any other preferred shares or common shares of the Company.
The Preferred B Shares may only be issued to eligible investors which are Dennis Anthony H. Uy and Maria
Grace Y. Uy, their companies, corporations, or any affiliates related to them.
Rights of Shareholders to Assets of the Company
Each holder of a Common Share and Preferred Share is entitled to a pro rata share in our assets available for
distribution to the shareholders in the event of dissolution, liquidation and winding up.
Pre-emptive Rights
The Philippine Revised Corporation Code confers pre-emptive rights on shareholders of a Philippine corporation
entitling such shareholders to subscribe for all issues or other dispositions of equity-related securities by the Issuer
in proportion to their respective shareholdings, regardless of whether the equity-related securities proposed to be
issued or otherwise disposed of are identical to the shares held. A Philippine corporation may, however, provide
for the denial of these pre-emptive rights in its articles of incorporation. Likewise, shareholders who are entitled
to such pre-emptive rights may waive the same through a written instrument to that effect. Pursuant to an
amendment to the Articles of Incorporation approved by the Board of Directors and the stockholders on June 10,
2020 and approved by the Philippine SEC on September 28, 2020, our stockholders shall have no pre-emptive
right to subscribe to any issue or disposition of shares of any class of the Company.
Appraisal Rights
Under Philippine law, shareholders dissenting from the following corporate actions may demand payment of the
fair value of their shares in certain circumstances:
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•
•
•
•
•

in case any amendment to the corporation’s articles of incorporation has the effect of changing and
restricting the rights of any stockholder or class of shares, or of authorizing preferences in any respect
superior to those of outstanding shares of any class;
in case of any sale, lease, exchange, transfer, mortgage, pledge or other disposition of all or substantially
all of the corporate property or assets;
in case of merger or consolidation;
in case the corporation decides to invest its funds in another corporation or business or for any purpose
other than the primary purpose; and
in case of extension or shortening of the term of corporate existence.

In these circumstances, the dissenting shareholder may require the corporation to purchase his shares at a fair
value which, in default, is determined by three disinterested persons, one of whom shall be named by the
stockholder, one by the corporation, and the third by the two thus chosen. The appraisal rights may be exercised
by the dissenting stockholder by making a written demand within thirty (30) days after the date on which the vote
was taken on the corporate action. The failure to make the demand within the period shall be deemed a waiver of
the appraisal rights.
The payment to the dissenting stockholder of the fair value of his shares will only be available if our Company
has unrestricted retained earnings to cover such purchase. From the time the shareholder makes a demand for
payment until the Issuer purchases such shares, all rights accruing on the shares, including voting and dividend
rights, shall be suspended, except the right of the shareholder to receive the fair value of the share.
Derivative Rights
Under Philippine law, shareholders have the right to institute proceedings on behalf of the corporation in a
derivative action in the event that the corporation itself is unable or unwilling to institute the necessary proceedings
to rectify the wrongs committed against the corporation or to vindicate corporate rights as, for example, where the
directors themselves are the malefactors.
Right of Inspection
It is a recognized right of a shareholder to inspect the corporate books, records of all business transactions of the
corporation and the minutes of any meeting of the Board and shareholders at reasonable hours on business days
and may demand a copy of excerpts from such records or minutes at his or her expense. On the other hand, the
corporation may refuse such inspection if the shareholder demanding to examine or copy the records of the
corporation has improperly used any information secured through any prior examination, or was not acting in
good faith or for a legitimate purpose in making his demand.
Right to Financial Statements
Another recognized right of a shareholder is the right to be furnished with the most recent financial statement of
the corporation, which shall include a balance sheet as of the end of the last taxable year and a profit and loss
statement for said taxable year, showing in reasonable detail its assets and liabilities and the results of its
operations. At the meeting of shareholders, the board of directors is required to present to the shareholders a
financial report of the operations of the corporation for the preceding year, which shall include financial statements
duly signed and certified by an independent certified public accountant.
Change in Control
There are no existing provisions in our Articles of Incorporation or the By-Laws which will delay, defer or in any
manner prevent a change in control of the Company.
SHAREHOLDERS’ MEETINGS
Annual or Regular Shareholders’ Meetings
All Philippine corporations are required to hold an annual meeting of shareholders for corporate purposes, one of
which is the election of directors. Our by-laws provide for annual meetings on the last Friday of May of each year,
and if a legal holiday, then on the day following.
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Special Shareholders’ Meeting
Special meetings of shareholders, for any purpose or purposes, may at any time be called by either the President
of our Company or our Board of Directors, at its own instance, or upon the written request of stockholders
registered as the owners of majority of the outstanding capital stock of the Company.
Notice of Shareholders’ Meeting
Whenever shareholders are required or permitted to take any action at a meeting, a written notice of the meeting
shall be given which shall state the place, date and time of the meeting, and the purpose or purposes for which the
meeting is called. Notices of meetings of the stockholders shall be sent by the Secretary by personal delivery or
by mail at least 15 business days prior to the date of the meeting to each stockholder of record at his last known
address. This notice period applies in the case of a special meeting of shareholders. In case of regular meetings of
shareholders, written notice must be sent at least 21 days prior to the scheduled regular meeting, in accordance
with SEC Memorandum Circular No. 6, series of 2020. The notice shall state the place, date and hour of the
meeting, and the purpose or purposes for which the meeting is called. In case of special meetings, only matters
stated in the notice can be the subject of motions or deliberations at such meeting. Notice of any meeting may be
waived, expressly or impliedly, by any shareholder, in person or by proxy, before or after the meeting.
When the meeting of the shareholders is adjourned to another time or place, notice of the adjourned meeting need
not be provided so long as the time and place to which the meeting is adjourned are announced at the meeting at
which the adjournment is decided. At the reconvened meeting, any business may be transacted that might have
been transacted on the original date of the meeting.
Quorum
Unless otherwise provided by law, shareholders who own or hold a majority of the outstanding capital shares must
be present or represented in all regular or special meeting of shareholders in order to constitute a quorum, except
in cases where the Revised Corporation Code provides a greater percentage vis-a-vis the total outstanding capital
shares. If no quorum is constituted, the meeting shall be adjourned until shareholders who own or hold the requisite
number of shares shall be present or represented.
Upon approval of and upon notice by the Board of Directors, meetings may be attended by the stockholders either
in person or through video or teleconference or such other means as may be subsequently be permitted by
applicable law or regulation.
Voting
The shareholders may vote at all meetings the corresponding number of shares registered in their respective names,
either in person or by proxy duly appointed as discussed herein below.
Fixing Record Dates
Pursuant to the Philippine SEC rules, cash dividends declared by corporations whose shares are listed on the PSE
shall have a record date which shall not be less than ten and not more than 30 days from the date of declaration of
cash dividends. As to stock dividends, the record date shall not be less than ten nor more than 30 days from the
date of shareholder approval.
In the event that a stock dividend is declared in connection with an increase in authorized capital stock, the
corresponding record date shall be fixed by the Philippine SEC and shall be indicated in the Philippine SEC order
which shall not be less than ten days nor more than 30 days after all clearances and approvals by the Philippine
SEC shall have been secured. Regardless of the kind of dividends, the record date set shall not be less than ten
trading days from receipt by the PSE of the notice of declaration of the dividend.
Proxies
Shareholders may vote at all meetings the number of shares registered in their respective names, either in person
or by proxy. A proxy shall be in writing and duly presented to and received by the Corporate Secretary for
inspection and recording within five business days prior to the scheduled meeting. Unless otherwise provided in
the proxy, it shall be valid only for the meeting at which it has been presented to the Corporate Secretary. No
proxy shall be valid and effective for a period longer than five years at any one time.
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No member of the PSE and no broker/dealer shall give any proxy, consent or authorization, in respect of any
securities carried for the account of a customer to a person other than the customer, without the express written
authorization of such customer. The proxy executed by the broker shall be accompanied by a certification under
oath stating that before the proxy was given by the broker, he had duly obtained the written consent of the persons
in whose account the shares are held. There shall be a presumption of regularity in the execution of proxies and
proxies shall be accepted if they have the appearance of prima facie authenticity in the absence of a timely and
valid challenge. Proxies are required to comply with the relevant provisions of the Revised Corporation Code, the
SRC, the Implementing Rules and Regulations of the SRC (as amended), and Philippine SEC Memorandum
Circular No. 5 (series of 1996) issued by the Philippine SEC.
ISSUE OF SHARES
Subject to otherwise applicable limitations, we may issue additional shares to any individual for consideration
deemed fair by our Board, provided said consideration shall not be less than the par value of the issued shares. No
share certificates shall be issued to a subscriber until the full amount of the subscription together with interest and
expenses (in case of delinquent Shares) has been paid and proof of payment of the applicable taxes shall have
been submitted to our Corporate Secretary. Under the PSE Rules, only fully-paid shares may be listed on the PSE.
TRANSFER OF COMMON SHARES
All transfer of shares on the PSE shall be done by means of a book-entry system. Pursuant to this system of trading
and settlement, a registered shareholder transfers legal title over the shares to such nominee, but retains beneficial
ownership over the shares. A shareholder transfers legal title by surrendering the stock certificate representing his
shares to participants of the PDTC System (i.e., brokers and custodian banks) that, in turn, lodge the same with
the PCD Nominee. A shareholder may request his shares to be uplifted from the PDTC, in which case a certificate
of stock is issued to the shareholder and the shares are registered in the name of the shareholder. See “The
Philippine Stock Market” on page 253 of this Prospectus.
Under Philippine law, transfer of the Common Shares is not required to be effected on the PSE, but any off
exchange transfers will subject the transferor to a capital gains tax that may be significantly greater than the stock
transfer tax applicable to transfers effected on an exchange. See “Philippine Taxation” on page 259 of this
Prospectus. All transfers of Shares on the PSE must be effected through a licensed stockbroker in the Philippines.
SHARE REGISTER
Our share register is maintained at the principal office of our share transfer agent, Philippine National Bank.
SHARE CERTIFICATES
Certificates representing the Common Shares will be issued in such denominations as shareholders may request,
except that certificates will not be issued for fractional shares. For Shareholders who wish to split their certificates,
they may do so through application to our stock transfer agent. Shares may also be lodged and maintained under
the book-entry system of the PDTC. See “The Philippine Stock Market” on page 253 of this Prospectus.
MANDATORY TENDER OFFER
Pursuant to the SRC and its implementing rules and regulations, it is mandatory for any person or group of persons
acting in concert to make a tender offer to all the shareholders of the target corporation before the intended
acquisition of:
•
•
•

35% of the outstanding voting shares or such outstanding voting shares that are sufficient to gain control
of the board in a public company in one or more transactions within a period of 12 months;
35% of the outstanding voting shares or such outstanding voting shares that are sufficient to gain control
of the board in a public company directly from one or more stockholders; or
equity which would result in ownership of over 50% of the outstanding equity securities of a public
company.

Pertaining to the first instance, when the securities tendered pursuant to such an offer exceed the number of shares
that the acquiring person or group of persons is willing to acquire, the securities shall be purchased from each
tendering shareholder on a pro rata basis according to the number of securities tendered by each security holder.
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In the event that the tender offer is oversubscribed, the aggregate amount of securities to be acquired at the close
of such tender offer shall be proportionately distributed to both selling shareholders with whom the acquirer may
have been in private negotiations with and the minority shareholders.
Pertaining to the second instance, the tender offer shall be made for all the outstanding voting shares. The sale of
shares pursuant to the private transaction with the stockholders shall not be completed prior to the closing and
completion of the tender offer.
Pertaining to the third instance, the acquirer shall be required to make a tender offer for all the outstanding equity
securities to all remaining stockholders of the company at a price supported by a fairness opinion provided by an
independent financial advisor or equivalent third party. The acquirer shall be required to accept all securities
tendered.
Further, no mandatory tender is required on:
•
•
•
•
•
•
•

purchases of shares from unissued capital shares unless such purchases will result in a 50% or more
ownership of shares by the purchaser or such percentage that is sufficient to gain control of the Board;
purchases from an increase in the authorized capital shares of the target company;
purchases in connection with a foreclosure proceeding involving a pledge or security where the
acquisition is made by a debtor or creditor;
purchases in connection with a privatization undertaken by the government of the Philippines;
purchases in connection with corporate rehabilitation under court supervision;
purchases through an open market at the prevailing market price; or
purchases resulting from a merger or consolidation.

FUNDAMENTAL MATTERS
The Revised Corporation Code provides that the following acts of the corporation require the approval of
shareholders representing at least two-thirds (2/3) of the issued and outstanding capital stock of the corporation:
(i) amendment of the articles of incorporation; (ii) removal of directors; (iii) sale, lease, exchange, mortgage,
pledge or other disposition of all or substantially all of the assets of the corporation; (iv) investment of corporate
funds in any other corporation or business or for any purpose other than the primary purpose for which the
corporation was organized; (v) delegation to the board of directors of the power to amend or repeal by-laws or
adopt new by-laws; (vi) merger or consolidation; (vii) an increase or decrease in capital stock; (viii) dissolution;
(ix) extension or shortening of the corporate term; (x) creation or increase of bonded indebtedness; (xi) declaration
of stock dividends; (xii) management contracts with related parties; and (xiii) ratification of contracts between the
corporation and a director or officer.
Further, the approval of shareholders holding a majority of the outstanding capital shares of a Philippine
corporation, including non-voting shares, is required for the adoption or amendment of the by-laws of such
corporation.
ACCOUNTING AND AUDITING REQUIREMENTS
Philippine stock corporations are required to file copies of their annual financial statements with the Philippine
SEC. In addition, public corporations are required to file quarterly financial statements (for the first three quarters)
with the Philippine SEC. Those corporations whose shares are listed on the PSE are additionally required to file
said quarterly and annual financial statements with the PSE. Shareholders are entitled to request copies of the
most recent financial statements of the corporation which include a statement of financial position as of the end
of the most recent tax year and a profit and loss statement for that year. Shareholders are also entitled to inspect
and examine the books and records that the corporation is required by law to maintain.
The Board is required to present to shareholders at every annual meeting a financial report of our operations for
the preceding year. This report is required to include audited financial statements.
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THE PHILIPPINE STOCK MARKET
The information presented in this section has been extracted from publicly available documents which have not
been prepared or independently verified by our Company, the International Bookrunners, the Joint Local
Underwriters and Joint Bookrunners, or any of our Company’s Affiliates or advisors in connection with the offer
and sale of the Offer Shares.
BRIEF HISTORY
The Philippines initially had two stock exchanges, the Manila Stock Exchange, which was organized in 1927, and
the Makati Stock Exchange, which began operations in 1963. Each exchange was self-regulatory, governed by its
respective Board of Governors elected annually by its members.
Several steps initiated by the Government have resulted in the unification of the two bourses into the PSE. The
PSE was incorporated on July 24, 1992 as a non-stock corporation by officers of both the Makati and the Manila
Stock Exchanges. In March 1994, the licenses of the two exchanges were revoked.
While the PSE maintains two trading floors, one in Makati City and the other in Pasig City, these floors are linked
by an automated trading system, which integrates all bids, and ask quotations from the bourses.
In June 1998, the Philippine SEC granted the PSE “Self-Regulatory Organization” status, allowing it to impose
rules as well as implement penalties on erring trading participants and listed companies. On August 8, 2001, the
PSE completed its demutualization, converting from a non-stock member-governed institution into a stock
corporation in compliance with the requirements of the SRC. Each of the 184 member-brokers was granted 50,000
shares of the new PSE at a par value of ₱1.00 per share. In addition, a trading right evidenced by a “Trading
Participant Certificate” was immediately conferred on each member-broker allowing the use of the PSE’s trading
facilities. As a result of the demutualization, the composition of the PSE Board of Governors was changed,
requiring the inclusion of seven brokers and eight non-brokers, one of whom is the President. On December 15,
2003, the PSE listed its shares by way of introduction at its own bourse as part of a series of reforms aimed at
strengthening the Philippine securities industry. As of March 6, 2020, the PSE has an authorized capital stock of
₱120 million, of which ₱85.2 million are issued and ₱81.6 million are outstanding.
Classified into financial, industrial, holding firms, property, services, and mining and oil sectors, companies are
listed either on the PSE’s Main Board or the Small, Medium and Emerging Board. On April 3, 2013, the PSE
issued Rules on Exchange Traded Funds (“ETF”) which provides for the listing of ETFs on an ETF Board separate
from the PSE’s existing boards. Previously, the PSE allowed listing on the First Board, Second Board or the Small,
Medium and Enterprises Board. With the issuance by the PSE of its Memorandum No. CN-No. 2013-0023 dated
June 6, 2013, revisions to the PSE Listing Rules were made, among which changes are the removal of the Second
Board listing and the requirement that lock-up rules be embodied in the articles of the incorporation of the Issuer.
Each index represents the numerical average of the prices of component stocks. The PSE has an index, referred
to as the PHISIX, which as of the date thereof reflects the price movements of selected stocks listed on the PSE,
based on traded prices of stocks from the various sectors. The PSE shifted from full market capitalization to free
float market capitalization effective as of April 3, 2006 simultaneous with the migration to the free float index
and the renaming of the PHISIX to PSEi. The PSEi is composed of 30 selected stocks listed on the PSE. In July
2010, the PSE’s new trading system, now known as PSE Trade, was launched. In June 2015, the PSE Trade system
was replaced by PSE Trade XTS.
The PSE launched its Corporate Governance Guidebook in November 2010 as another initiative of the PSE to
promote good governance among listed companies. It is composed of ten guidelines embodying principles of good
business practice and based on internationally recognized corporate governance codes and best practices.
With the increasing calls for good corporate governance, the PSE has adopted an online daily disclosure system
to improve the transparency of listed companies and to protect the investing public. In December 2013, the PSE
replaced its online disclosure System (“OdiSy”) with a new disclosure system, the PSE Electronic Disclosure
Generation Technology (“EDGE”). EDGE was acquired from the Korea Exchange and is a fully automated
system, equipped with a variety of features to (i) further standardize the disclosure reporting process of listed
companies on the PSE, (ii) improve investors’ disclosure searching and viewing experience and (iii) enhance
overall issuer transparency in the market.
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In January 2018, the PSE transferred to its new office located at the PSE Tower, Bonifacio Global City, Taguig
City, which currently houses the unified trading floors in Makati City and Pasig City.
On March 22, 2018, the PSE completed a stock rights offering of 11,500,000 Common Shares which were offered
at the price of ₱252.00 per share, or a total of ₱2,898,000,000. The proceeds of the stock rights offering will be
used to fund the acquisition of PDS and capital expenditure requirements of the PSE. As of the date of this
Prospectus, the PSE has an authorized capital stock of ₱120 million, of which 85,025,692 shares are issued. Out
of this total, 84,925,686 shares are outstanding, and 100,006 are treasury shares.
The table below sets out movements in the composite index from 2005 to 2019, and shows the number of listed
companies, market capitalization, and value of shares traded for the same period:

Year
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019

Composite Index at
Closing
2,096.0
2,982.5
3,621.6
1,872.9
3,052.7
4,201.1
4,372.0
5,812.7
5,889.8
7,230.6
6,952.1
7,629.7
8,558.4
7,466.0
7,815.3

Number of Listed
Companies
237
240
244
246
248
253
253
254
257
263
265
268
267
267
271

Aggregate Market
Capitalization (₱ Bn)
5,948.4
7,172.8
7,978.5
4,069.2
6,029.1
8,866.1
8,697.0
10,930.1
11,931.3
14,251.7
13,465.2
14,438.8
17,538.1
16,146.7
16,710

Combined Value of
Turnover (₱ Bn)
383.5
572.6
1,338.3
763.9
994.2
1,207.4
1,422.6
1,771.7
2,546.2
2,130.1
2,151.4
1,929.5
1,958.4
1,736.8
1,770.0

Source: PSE and PSE Annual Reports.

TRADING
The PSE is a double auction market. Buyers and sellers are each represented by stock brokers. To trade, bid or
ask prices are posted on the PSE’s electronic trading system. A buy (or sell) order that matches the lowest asked
(or highest bid) price is automatically executed. Buy and sell orders received by one broker at the same price are
crossed at the PSE at the indicated price. Transactions are generally invoiced through a confirmation slip sent to
customers on the trade date (or the following trading day). Payment of purchases of listed securities must be made
by the buyer on or before the third trading day (the settlement date) after the trade.
Equities trading on the PSE starts at 9:30 a.m. and ends at 12:00 p.m. for the morning session, and resumes at 1:30
pm and ends at 3:30 pm for the afternoon session, with a ten-minute extension during which transactions may be
conducted, provided that they are executed at the last traded price and are only for the purpose of completing
unfinished orders. Trading days are Monday to Friday, except legal and special holidays and days when the BSP
clearing house is closed. However, with the implementation of the community quarantine measures in Metro
Manila, beginning March 16, 2020 and until further notice, the PSE has implemented shortened trading hours to
end at 1:00 p.m.
Minimum trading lots range from 5 to 1,000,000 shares depending on the price range and nature of the security
traded. The minimum trading lot for the Company’s Shares is 10 shares. Odd-sized lots are traded by brokers on
a board specifically designed for odd-lot trading.
To maintain stability in the stock market, daily price swings are monitored and regulated. Under current PSE
regulations, whenever an order will result in a breach of the trading threshold of a security within a trading day,
the trading of that security will be frozen. Orders cannot be posted, modified or cancelled for a security that is
frozen. In cases where an order has been partially matched, only the portion of the order that will result in a breach
of the trading threshold will be frozen. Where the order results in a breach of the trading threshold, the following
procedures shall apply:
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•

•

In case the static threshold is breached, the PSE will accept the order, provided the price is within the
allowable percentage price difference under the implementing guidelines of the revised trading rules (i.e.,
50% of the previous day’s reference or closing price, or the last adjusted closing price); otherwise, such
order will be rejected. In cases where the order is accepted, the PSE will adjust the static threshold to
60%. All orders breaching the 60% static threshold will be rejected by the PSE.
In case the dynamic threshold is breached, the PSE will accept the order if the price is within the allowable
percentage price difference under the existing regulations (i.e., 20% for security cluster A and newlylisted securities, 15% for security cluster B and 10% for security cluster C); otherwise, such order will
be rejected by the PSE.

NON-RESIDENT TRANSACTIONS
When the purchase/sale of Philippine shares involves a non-resident, whether the transaction is effected in the
domestic or foreign market, it will be the responsibility of the securities dealer/broker to register the transaction
with the BSP. The local securities dealer/broker shall file with the BSP, within three business days from the
transaction date, an application in the prescribed registration form. After compliance with other required
undertakings, the BSP shall issue a Certificate of Registration. Under BSP rules, all registered foreign investments
in Philippine securities including profits and dividends, net of taxes and charges, may be repatriated.
SETTLEMENT
The Securities Clearing Corporation of the Philippines (“SCCP”) is a wholly-owned subsidiary of the PSE, and
was organized primarily as a clearance and settlement agency for SCCP-eligible trades executed through the
facilities of the PSE. SCCP received its permanent license to operate on January 17, 2002. It is responsible for:
(1) synchronizing the settlement of funds and the transfer of securities through delivery versus payment, as well
as clearing and settlement of transactions of clearing members, who are also PSE Trading Participants; (2)
guaranteeing the settlement of trades in the event of a PSE Trading Participant’s default through the
implementation of its “Fails Management System” and administration of the Clearing and Trade Guaranty Fund,
and; (3) performance of risk management and monitoring to ensure final and irrevocable settlement.
SCCP settles PSE trades on a three-day rolling settlement environment, which means that settlement of trades
takes place three days after transaction date (T+3). The deadline for settlement of trades is 12:00 noon of T+3.
Securities sold should be in scripless form and lodged under the book entry system of the PDTC. Each PSE
Trading Participant maintains a Cash Settlement Account with one of the eight existing Settlement Banks of SCCP
which are Banco De Oro Unibank, Inc. (“BDO Unibank”), Rizal Commercial Banking Corporation (“RCBC”),
Metropolitan Bank & Trust Company (“Metrobank”), Deutsche Bank (“DB”), Union Bank of the Philippines
(“Unionbank”), The Hongkong and Shanghai Banking Corporation Limited (“HSBC”), Maybank Philippines,
Inc. (“Maybank”) and Asia United Bank Corporation (“AUB”). Payment for securities bought should be in good,
cleared funds and should be final and irrevocable. Settlement is presently on a broker level.
SCCP implemented its Central Clearing and Central Settlement (“CCCS”) system in May 29, 2006. CCCS
employs multilateral netting, whereby the system automatically offsets “buy” and “sell” transactions on a per
issue and a per flag basis to arrive at a net receipt or a net delivery security position for each clearing member. All
cash debits and credits are also netted into a single net cash position for each clearing member. Novation of the
original PSE trade contracts occurs, and SCCP stands between the original trading parties and becomes the Central
Counterparty to each PSE-eligible trade cleared through it.
SCRIPLESS TRADING
In 1995, the PDTC, was organized to establish a central depository in the Philippines and introduce scripless or
book-entry trading in the Philippines. On December 16, 1996, the PDTC was granted a provisional license by the
Philippine SEC to act as a central securities depository.
All listed securities at the PSE have been converted into book-entry settlement in the PDTC. The depository
service of the PDTC provides the infrastructure for lodgment (deposit) and upliftment (withdrawal) of securities,
pledge of securities, securities lending and borrowing and corporate actions including shareholders’ meetings,
dividend declarations and rights offerings. The PDTC also provides depository and settlement services for nonPSE trades of listed equity securities. For transactions on the PSE, the security element of the trade will be settled
through the book-entry system, while the cash element will be settled through the current settlement banks, BDO
Unibank, RCBC, Metrobank, DB, Unionbank, HSBC, Maybank and AUB.
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In order to benefit from the book-entry system, securities must be immobilized into the PDTC system through a
process called lodgment. Lodgment is the process by which shareholders transfer legal title (but not beneficial
title) over their shares of stock in favor of PCD Nominee Corporation (“PCD Nominee”), a corporation wholly
owned by the PDTC whose sole purpose is to act as nominee and legal title holder of all shares of stock lodged
into the PDTC. “Immobilization” is the process by which the warrant or share certificates of lodging holders are
cancelled by the transfer agent and the corresponding transfer of beneficial ownership of the immobilized shares
to PCD Nominee will be recorded in the Issuer’s registry. This trust arrangement between the participants and
PDTC through PCD Nominee is established by and explained in the PDTC Rules and Operating Procedures
approved by the Philippine SEC. No consideration is paid for the transfer of legal title to PCD Nominee. Once
lodged, transfers of beneficial title of the securities are accomplished via book-entry settlement.
Under the current PDTC system, only participants (e.g. brokers and custodians) will be recognized by the PDTC
as the beneficial owners of the lodged equity securities. Thus, each beneficial owner of shares, through his
participant, will be the beneficial owner to the extent of the number of shares held by such participant in the
records of the PCD Nominee. All lodgments, trades and uplifts on these shares will have to be coursed through a
participant. Ownership and transfers of beneficial interests in the shares will be reflected, with respect to the
participant’s aggregate holdings, in the PDTC system, and with respect to each beneficial owner’s holdings, in
the records of the participants. Beneficial owners are thus advised that in order to exercise their rights as beneficial
owners of the lodged shares, they must rely on their participant-brokers and/or participant custodians.
Any beneficial owner of shares who wishes to trade his interests in the shares must execute the trade through a
participant. The participant can execute PSE trades and non-PSE trades of lodged equity securities through the
PDTC system. All matched transactions in the PSE trading system will be fed through the SCCP and into the
PDTC system. Once it is determined on the settlement date (T+3) that there are adequate securities in the securities
settlement account of the participant-seller and adequate cleared funds in the settlement bank account of the
participant-buyer, the PSE trades are automatically settled in the CCCS system, in accordance with the SCCP and
PDTC Rules and Operating Procedures. Once settled, the beneficial ownership of the securities is transferred from
the participant-seller to the participant-buyer without the physical transfer of stock certificates covering the traded
securities.
If a shareholder wishes to withdraw his stockholdings from the PDTC System, the PDTC has a procedure of
upliftment under which PCD Nominee will transfer back to the shareholder the legal title to the shares lodged.
The uplifting shareholder shall follow the Rules and Operating Procedure of the PDTC for the upliftment of shares
lodged under the name of PCD Nominee. The transfer agent shall prepare and send a Registry Confirmation
Advice to the PDTC covering the new number of shares lodged under PCD Nominee. The expenses for upliftment
are generally on the account of the uplifting shareholder.
The difference between the depository and the registry would be on the recording of the shares in the issuing
corporations’ books. In the depository set-up, shares are simply immobilized, wherein customers’ certificates are
cancelled and a confirmation advice is issued in the name of PCD Nominee Corp. Transfers among/between
broker and/or custodian accounts, as the case may be, will only be made within the book-entry system of PDTC.
However, as far as the issuing corporation is concerned, the underlying certificates are in the nominee’s name. In
the registry set-up, settlement and recording of ownership of traded securities will already be directly made in the
corresponding issuing company’s transfer agents’ books or system. Likewise, recording will already be at the
beneficiary level (whether it be a client or a registered custodian holding securities for its clients), thereby
removing from the broker its current “de facto” custodianship role.
AMENDED RULE ON LODGMENT OF SECURITIES
On June 24, 2009, the PSE apprised all listed companies and market participants through Memorandum No. 20090320 that commencing on July 1, 2009, as a condition for the listing and trading of the securities of an applicant
company, the applicant company shall electronically lodge its registered securities with the PDTC or any other
entity duly authorized by the Philippine SEC, without any jumbo or mother certificate, in compliance with the
requirements of Section 43 of the SRC. In compliance with the foregoing requirement, actual listing and trading
of securities on the scheduled listing date shall take effect only after submission by the applicant company of the
documentary requirements stated in Article III, Part A of the PSE’s Revised Listing Rules.
For listing applications, the amended rule on lodgment of securities is applicable to:
•

The offer shares/securities of the applicant company in the case of an initial public offering;
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•
•
•

The shares/securities that are lodged with the PDTC, or any other entity duly authorized by the Philippine
SEC in the case of a listing by way of introduction;
New securities to be offered and applied for listing by an existing listed company; and
Additional listing of securities of an existing listed company.

Pursuant to the said amendment, the PDTC issued an implementing procedure in support thereof as follows:
•

•

For new companies to be listed at the PSE as of July 1, 2009 the usual procedure will be observed but
the Transfer Agent of the companies shall no longer issue a certificate to PCD Nominee Corp. but shall
issue a Registry Confirmation Advice, which shall be the basis for the PDTC to credit the holdings of
the Depository Participants on listing date.
On the other hand, for existing listed companies, the PDTC shall wait for the advice of the Transfer
Agents that it is ready to accept surrender of PCNC jumbo certificates and upon such advice the PDTC
shall surrender all PCNC jumbo certificates to the Transfer Agents for cancellation. The Transfer Agents
shall issue a Registry Confirmation Advice to PCNC evidencing the total number of shares registered in
the name of PCNC in the issuer’s registry as of confirmation date.

ISSUANCE OF STOCK CERTIFICATES FOR CERTIFICATED SHARES
On or after the listing of the shares on the PSE, any beneficial owner of the shares may apply with PDTC through
his broker or custodian-participant for withdrawal from the book-entry system and return to the conventional
paper-based settlement. If a shareholder wishes to withdraw his stockholdings from the PDTC system, the PDTC
has a procedure of upliftment under which the PCD Nominee will transfer back to the shareholder the legal title
to the shares lodged. The uplifting shareholder shall follow the Rules and Operating Procedures of the PDTC for
the uplifting of the shares lodged under the name of the PCD Nominee. The transfer agent shall prepare and send
a Registry Confirmation Advice to the PDTC covering the new number of shares lodged under the PCD Nominee.
Upon the issuance of stock certificates for the shares in the name of the person applying for upliftment, such
shares shall be deemed to be withdrawn from the PDTC book-entry settlement system, and trading on such shares
will follow the normal process for settlement of certificated securities. The expenses for upliftment of the shares
into certificated securities will be charged to the person applying for upliftment. Pending completion of the
upliftment process, the beneficial interest in the shares covered by the application for upliftment is frozen and no
trading and book-entry settlement will be permitted until the relevant stock certificates in the name of the person
applying for upliftment shall have been issued by the relevant company’s transfer agent.
AMENDED RULE ON MINIMUM PUBLIC OWNERSHIP
Under the PSE Amended Rule on Minimum Public Ownership, listed companies are required, at all times, to
maintain a minimum percentage of listed securities held by the public of 10.0% of the listed companies’ total
issued and outstanding shares (i.e., exclusive of treasury shares), or at such percentage that may be prescribed by
the PSE. For purposes of determining compliance with the MPO, shares held by the following are generally
considered “held by the public”: (a) individuals (for as long as the shares held are not of a significant size (i.e.,
less than 10.0%) and are non-strategic in nature; (b) trading participants (for as long as the shares held are nonstrategic in nature); (c) investment and mutual funds; (d) pension funds; (e) PCD nominees if this account
constitutes a number of shareholders, none of which has significant holdings (provided that if an owner of shares
under the PCD Nominee has a shareholding that is 10% or more of the total issued and outstanding shares, then
this shareholder is considered a principal stockholder); and (f) social security funds.
Listed companies that become non-compliant with the MPO on or after January 1, 2013 will be suspended from
trading for a period of not more than six months and will automatically be delisted if it remains non-compliant
with the MPO after the lapse of the suspension period. Suspended or delisted shares will not be traded on the
exchange. In addition, sale of shares of listed companies that do not maintain the MPO are not considered publicly
listed for taxation purposes and should, therefore, be subjected to capital gains tax and documentary stamp tax.
In accordance with the SEC Memorandum Circular No. 13 Series of 2017 issued on December 1, 2017, the MPO
requirement on companies that undertake initial public offerings was increased from 10.0% to 20.0%, while
existing publicly listed companies as of December 2017 remain to be subject to the 10.0% MPO. The PSE rule
on MPO requires that listed companies shall, at all times, maintain a minimum percentage of listed securities held
by the public of 10.0% or 20%, as applicable, of the listed companies’ issued and outstanding shares, exclusive
of any treasury shares.
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The Philippine SEC is also looking at increasing the MPO requirement of existing listed companies to 25.0% for
all listed companies; however, such proposed rules on increasing the MPO have yet to be adopted.
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PHILIPPINE TAXATION
The following is a general description of certain Philippine tax aspects of the investment in the Company. The
following discussion is based upon laws, regulations, rulings, income tax treaties, administrative practices and
judicial decisions in effect at the date of this prospectus and is subject to any changes occurring after such date.
Subsequent legislative, judicial or administrative changes or interpretations may be retroactive and could affect
the tax consequences to the prospective investor.
The tax treatment of a prospective investor may vary depending on such investor’s particular situation and certain
investors may be subject to special rules not discussed below. This summary does not purport to be a
comprehensive description of all of the tax considerations that may be relevant to a decision to invest in the shares
and does not purport to deal with the tax consequences applicable to all categories of investors, some of which
(such as dealers in securities) may be subject to special rates. This discussion does not provide information
regarding the tax aspects of acquiring, owning, holding or disposing of the shares under applicable tax laws of
other applicable jurisdictions and the specific Philippine tax consequences in light of particular situations of
acquiring, owning, holding and disposing of the shares in such other jurisdictions.
EACH PROSPECTIVE INVESTOR SHOULD CONSULT ITS OWN TAX ADVISOR AS TO THE
PARTICULAR TAX CONSEQUENCES OF THE ACQUISITION, OWNERSHIP AND DISPOSITION
OF THE COMMON SHARES, INCLUDING THE APPLICABILITY AND EFFECT OF LOCAL AND
NATIONAL TAX LAWS.
As used in this section, the term “resident alien” refers to an individual whose residence is within the Philippines
and who is not a citizen thereof. A “non-resident alien” is an individual whose residence is not within the
Philippines and who is not a citizen thereof. A non-resident alien who is actually within the Philippines for an
aggregate period of more than 180 days during any calendar year is considered a “non-resident alien engaged
in trade or business in the Philippines;” otherwise, such non-resident alien who is actually within the Philippines
for an aggregate period of 180 days or less during any calendar year is considered a “non-resident alien not
engaged in trade or business in the Philippines.” A “domestic corporation” is created or organized under the laws
of the Philippines; a “resident foreign corporation” is a non-Philippine corporation engaged in trade or business
in the Philippines; and a “non-resident foreign corporation” is a non-Philippine corporation not engaged in trade
or business in the Philippines. The term “non-resident holder” means a holder of shares of stock:
•
•

who is an individual and is neither a citizen nor a resident of the Philippines, or an entity which is a nonresident foreign corporation; and
should an income tax treaty be applicable, whose ownership of shares of stock is not effectively
connected with a fixed base or a permanent establishment in the Philippines.

PHILIPPINE TAXATION
On January 1, 2018, Republic Act No. 10963, otherwise known as the Tax Reform for Acceleration and Inclusion
(“TRAIN Law”) took effect. The TRAIN Law amended various provisions of the National Internal Revenue
Code of 1997 (“Philippine Tax Code”), including those on ordinary income tax of individuals, capital gains tax
on the sale and disposition of shares of stock, estate tax, donor’s tax, and documentary stamp tax. Corporate
income tax is yet to be amended as this is expected to be addressed in the second package of the Comprehensive
Tax Reform Program which reportedly aims to lower corporate income taxes and modernize fiscal incentives in
a bid to complement the expected incremental revenues from the first package.
Corporate Income Tax
A domestic corporation is subject to a tax of 30% of its taxable income from all sources within and outside the
Philippines. Taxable net income refers to items of income specified under Section 32 (A) of the Philippine Tax
Code, less itemized deductions under Section 34 of the Tax Code or those allowed under special laws, or the
optional standard deduction (“OSD”) equivalent to an amount not exceeding 40% of the corporation’s gross
income. Passive income of a domestic corporations are taxed as follows: (a) gross interest income from Philippine
currency bank deposits and yield from deposit substitutes, trust funds and similar arrangements as well as royalties
from sources within the Philippines which are generally taxed at the lower final withholding tax rate of 20% of
the gross amount of such income; and (b) interest income from a depository bank under the expanded foreign
currency deposit system which is subject to a final tax at the rate of 15% of such income.
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A minimum corporate income tax of 2% of the gross income as of the end of the taxable year is imposed on a
domestic corporation beginning on the fourth taxable year immediately following the year in which such
corporation commenced its business operations, when the minimum corporate income tax is greater than the
ordinary corporate income tax.
Any excess of the minimum corporate income tax, however, over the ordinary corporate income tax shall be
carried forward and credited against the latter for the three immediately succeeding taxable years. Likewise,
subject to certain conditions, the minimum corporate income tax may be suspended with respect to a corporation
which suffers losses (1) on account of a prolonged labor dispute, or (2) because of force majeure, or (3) because
of legitimate business reverses.
Taxes on Transfer of Shares Listed and Traded at the PSE
Unless an applicable income tax treaty exempts the sale from income and/or percentage tax (please see discussion
below on tax treaties), a sale or other disposition of shares of stock through the facilities of the PSE by a resident
or a non-resident holder (other than a dealer in securities) is subject to a percentage tax usually referred to as a
stock transaction tax at the rate of 0.6% of the gross selling price or gross value in money of the shares of stock
sold or otherwise disposed, which shall be paid by the seller or transferor. This tax is required to be collected by
and paid to the Government by the selling stockbroker on behalf of his client. VAT of 12% is imposed on the
commission earned by the PSE-registered broker who facilitated the sale, barter, exchange or disposition through
the PSE, and is generally passed on to the client, the seller or transferor. The stock transaction tax is classified as
a percentage tax and is paid in lieu of a capital gains tax. Under certain income tax treaties, the exemptions from
capital gains tax may not be applicable to stock transaction tax.
The stock transaction tax will not apply if the shares are sold outside the facilities of the PSE, including during a
trading suspension. PSE Memorandum CN-No. 2012-0046 dated August 22, 2012 provides that immediately after
December 31, 2012, the Philippine SEC shall impose a trading suspension for a period of not more than six
months, on shares of a listed company who has not complied with the Rule on Minimum Public Ownership
(“MPO”) which requires listed companies to maintain a minimum percentage of listed securities held by the
public at 10% of the listed companies issued and outstanding shares at all times. The sale of such listed company’
shares during the trading suspension may be effected only outside the trading system of the PSE and shall therefore
be subject to taxes on the sale of shares that are not listed or traded at the stock exchange (i.e., capital gains tax,
documentary stamp tax, and possibly donor’s tax if the fair market value of the shares of stock sold is greater than
the consideration or the selling price, as the amount exceeding the selling price shall be deemed a gift subject to
donor’s tax under Section 100 of the Tax Code.) Companies which do not comply with the MPO after the lapse
of the trading suspension shall be automatically delisted.
The stock transaction tax will also not apply if the shares sold are issued by a corporation that does not meet the
MPO requirement, even if the sale is done through the facilities of the PSE. Revenue Regulations No. 16-2012
(“R.R. 16-12”) provides that the sale, barter, transfer, and/or assignment of shares of listed companies that fail to
meet the MPO requirement after December 31, 2012 will be subject to capital gains tax and documentary stamp
tax. R.R. 16-12 also requires publicly listed companies to submit public ownership reports to the BIR within 15
days after the end of each quarter.
Capital Gains Tax, if the Sale Was Made Outside the PSE
Pursuant to the TRAIN Law, the net capital gains realized by a citizen, resident alien, non-resident alien, whether
or not engaged in trade or business within the Philippines, or a domestic corporation (other than a dealer in
securities) during each taxable year from the sale, exchange or disposition of shares of stock outside the facilities
of the PSE, are subject to capital gains tax at the rate of 15% of the net capital gains realized, beginning January
1, 2018.
The net capital gains realized by a resident foreign corporation or a non-resident foreign corporation during each
taxable year from the sale, exchange or disposition of shares of stock in a domestic corporation outside the
facilities of the PSE are subject to the following rates:
Not over ₱100,000...................................................................................... 5%
On any amount in excess of ₱100,000........................................................ 10%
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Furthermore, if the fair market value of the shares of stock in a Philippine corporation sold outside the facilities
of the local stock exchange is greater than the consideration received by the seller or the selling price, the amount
by which the fair market value of the shares exceeds the selling price shall be deemed a gift that is subject to
donor’s tax under Section 100 of the Tax Code; provided, however, that a sale, exchange or other transfer of such
shares outside the facilities of the local stock exchange made in the ordinary course of business (a transaction
which is bona fide, at arm’s length and free from donative intent) will be considered as made for an adequate and
full consideration in money or money’s worth and will not be subject to donor’s tax.
If an applicable income tax treaty exempts net gains from such sale from capital gains tax, an application for tax
treaty relief has to be filed with the BIR in accordance with BIR regulations, and approved by the BIR, to avail of
the exemption. (Please see discussion below on tax treaties.)
The transfer of shares shall not be recorded in the books of a company, unless the BIR has issued a Certificate
Authorizing Registration (“CAR”), certifying that capital gains and documentary stamp taxes relating to the sale
or transfer have been paid or, where applicable, tax treaty relief has been confirmed by the International Tax
Affairs Division of the BIR in respect of the capital gains tax, or other conditions have been met.
Tax on Dividends
Cash and property dividends received from a domestic corporation by individual shareholders who are either
citizens or residents of the Philippines are subject to a final withholding tax at the rate of 10%, which shall be
withheld by the Company. Cash and property dividends received by non-resident alien individuals engaged in
trade or business in the Philippines are subject to a 20% final withholding tax on the gross amount thereof, while
cash and property dividends received by non-resident alien individuals not engaged in trade or business in the
Philippines are subject to a final withholding tax at 25% of the gross amount, subject, however, to the applicable
preferential tax rates under income tax treaties executed between the Philippines and the country of residence or
domicile of such non-resident alien individuals.
Cash and property dividends received from a domestic corporation by another domestic corporation or by a
resident foreign corporation are not subject to income tax, while those received by a non-resident foreign
corporation are generally subject to income tax at a final withholding tax rate of 30%. The 30% income tax rate
for dividends paid to a non-resident foreign corporation with countries of domicile having no tax treaty with the
Philippines may be reduced to a lower rate of 15% whenever:
(1)

the country where the non-resident foreign corporation is domiciled imposes no tax on foreign
sourced dividends; or

(2)

the country of domicile of the non-resident foreign corporation allows at least 15% credit
equivalent for taxes deemed to have been paid in the Philippines.

In order to avail of the 15% tax sparing rate, Revenue Memorandum Circular No. 80-91 (Publishing the Resolution
of the Supreme Court dated March 7, 1990 in G.R. No.76573 entitled “Marubeni Corporation vs.
Commissioner of Internal Revenue and Court of Tax Appeals” re: pre-requisites for the availment of 15%
preferential tax rate under then Section 24 (b)(1) [now Sec. 25(b)(5)(B)] of the Tax Code, as amended dated
August 12, 1991) states that the non-resident foreign holder has to submit the following documents to the payor
of the cash dividends:
(1)

an authenticated certification issued by the foreign tax authority that the dividends received by
the non-resident foreign corporation from the domestic corporation were not among the items
considered in arriving at the income tax due from the non-resident foreign corporation;

(2)

the income tax return of the non-resident foreign corporation for the taxable year when the
dividends were received; and

(3)

an authenticated document issued by the foreign tax authority showing that the foreign
Government allowed a credit on the tax deemed paid in the Philippines or did not impose any
tax on the dividends.

Despite these procedural requirements, the Philippine Supreme Court in Deutsche Bank AG Manila Branch v.
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CIR, G.R. No. 188550, ruled that the period of application for the availment of tax treaty relief should not operate
to divest entitlement to the relief as it would constitute a violation of the duty required by good faith in complying
with a tax treaty. At most, the application for a tax treaty relief to be filed with the BIR should merely operate to
confirm the entitlement of the taxpayer to such relief.
The income recipient may also file a request for a ruling from the BIR that the 15% income tax rate is applicable
to its receipt of the dividends and the request has to comply with Revenue Memorandum Order No. 9-2014
(Requests for Rulings with the Law and Legislative Division dated February 6, 2014) and other relevant BIR
issuances. The income recipient should thereafter provide the payor of the cash dividends with proof of its filing
of an application for a ruling with the BIR before the deadline for the remittance to the BIR of the withholding
tax on the dividends.
The abovementioned tax rates are without prejudice to applicable preferential tax rates under income tax treaties
in force between the Philippines and the country of domicile of the non-resident holder (please see discussion on
tax treaties below.)
If the regular tax rate is withheld by the Company instead of the reduced rates applicable under an income tax
treaty, the non-resident holder of the shares may file a claim for refund from the BIR. However, because the refund
process in the Philippines requires the filing of an administrative claim and the submission of supporting
information, and may also involve the filing of a judicial appeal, it may be impractical to pursue such a refund.
Transfer taxes (e.g. documentary stamp tax, local transfer tax) may be payable if the dividends declared are
property dividends, depending on the type of property distributed as dividends. Stock dividends distributed pro
rata to any holder of shares of stock are generally not subject to Philippine income tax. However, the sale,
exchange or disposition of shares received as stock dividends by the shareholder is subject to stock transaction
tax if the transfer is through a local stock exchange; or if the transfer is made outside of the exchange, capital
gains tax; and documentary stamp tax.
Preferential Rates under Income Tax Treaties
The following table lists some of the countries with which the Philippines has tax treaties and the tax rates
currently applicable to non-resident holders who are residents of those countries:

Canada
China
France
Germany
Japan
Singapore
United Kingdom
United States

Dividends (%)

Stock transaction
tax on sale or
disposition
effected through
the PSE (%)(9)

25(1)
15(2)
15(3)
15(4)
15(5)
25(6)
25(7)
25(8)

0.6
Exempt(10)
Exempt(11)
Exempt(12)
0.6
0.6
0.6
0.6

Capital Gains
tax due on
disposition of
Shares outside
the
PSE (%)
May be exempt(13)
May be exempt(13)
May be exempt(13)
May be exempt(13)
May be exempt(13)
May be exempt(13)
Exempt(14)
May be exempt(13)

Notes:
(1) 15% if recipient company controls at least 10% of the voting power of the company paying the dividends;
25% in all other cases.
(2) 10% if the beneficial owner is a company which holds directly at least 10% of the capital of the company
paying the dividends; 15% in all other cases.
(3) 10% if the recipient company (excluding a partnership) holds directly at least 10% of the voting shares of
the company paying the dividends; 15% in all other cases.
(4) 5% if the recipient company (excluding a partnership) holds directly at least 70% of the capital of the
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company paying the dividends; 10% if the recipient company (excluding a partnership) holds directly at
least 25% of the capital of the company paying the dividends; 15% in all other cases.
(5) 10% if the recipient company holds directly at least 10% of either the voting shares of the company paying
the dividends or of the total shares issued by that company during the period of six months immediately
preceding the date of payment of the dividends; 15% in all other cases.
(6) 15% if during the part of the taxable year of the paying company which precedes the date of payment of
dividends and during the whole of its prior taxable year at least 15% of the outstanding shares of the voting
shares of the paying company were owned by the recipient company; 25% in all other cases.
(7) 15% if the recipient company is a company which controls directly or indirectly at least 10% of the voting
power of the company paying the dividends; 25% in all other cases.
(8) 20% if during the part of the taxable year of the paying company which precedes the date of payment of
dividends and during the whole of its prior taxable year, at least 10% of the outstanding shares of the voting
shares of the paying corporation were owned by the recipient corporation; 25% in other cases.
Notwithstanding the rates provided under the Convention between the Government of the Republic of the
Philippines and the Government of the United States of America with respect to Taxes on Income,
corporations which are residents of the United States may avail of the 15% withholding tax rate under the
tax-sparing clause of the Philippine Tax Code provided certain conditions are met.
(9) If the stock transaction tax is not expressly included in the tax treaty, the income recipient will be subject to
stock transaction tax at the rate of 0.6% of the gross selling price as provided under Section 127 of the NIRC
as amended by Section 39 of the TRAIN Law.
(10) Article 2(1)(b) of the Agreement between the Government of the Republic of the Philippines and the
Government of the People's Republic of China for the Avoidance of Double Taxation and the Prevention of
Fiscal Evasion with Respect to Taxes on Income was signed on November 18, 1999.
(11) Article 1 of the Protocol to the Tax Convention between the Government of the Republic of the Philippines
and the Government of the French Republic Signed on January 9, 1976 was signed in Paris, France on June
26, 1995 signed on June 26, 1995.
(12) Article 2 (3)(a) of Agreement between the Government of the Republic of the Philippines and the Federal
Republic of Germany for the Avoidance of Double Taxation with Respect to Taxes on Income and Capital
signed on September 9, 2013.
(13) Capital gains are taxable only in the country where the seller is a resident, provided the shares are not those
of a corporation, the assets of which consist principally of real property situated in the Philippines, in which
case the sale is subject to Philippine taxes.
(14) Under the income tax treaty between the Philippines and the United Kingdom, capital gains on the sale of
the shares of Philippine corporations are subject to tax only in the country where the seller is a resident,
irrespective of the nature of the assets of the Philippine corporation.

When availing of capital gains tax exemption on the sale of shares of stock under an income tax treaty, a tax treaty
exemption ruling from the BIR shall be necessary in order to completely implement the transfer. For sale of shares
made outside the PSE, a CAR from the BIR is required before the transfer is registered in the stock and transfer
book. The BIR issues the CAR only after verifying that the applicable taxes have been paid. Thus, in lieu of proof
of payment of capital gains tax, the tax treaty relief ruling should be submitted to the BIR office processing the
CAR.
The requirements for a tax treaty relief application in respect of capital gains tax or the stock transaction tax on
the sale of shares are set out in Revenue Memorandum Order No. 72-2010 (Guidelines on the Processing of Tax
Treaty Relief Applications (“TTRA”) Pursuant to Existing Philippine Tax Treaties dated August 25, 2010), BIR
Form No. 0901-C, and other BIR issuances. These include, among others, proof of residence in the country that
is a party to the income tax treaty. Proof of residence consists of a consularized certification from the tax authority
of the country of residence of the seller of shares which provides that the seller is a resident of such country under
the applicable income tax treaty. If the seller is a juridical entity, authenticated certified true copies of its articles
of incorporation or association issued by the proper government authority should also be submitted to the BIR in
addition to the certification of its residence from the tax authority of its country of residence.
The tax treaty relief application has to be filed with the BIR before the first taxable event as defined under Revenue
Memorandum Order No. 72-2010, which is, in respect of capital gains tax, before the deadline for the payment of
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the documentary stamp tax on the sale of shares, or the fifth day following the end of the month when the document
transferring ownership was executed.
With respect to the availment of preferential rates for dividends under an income tax treaty, most tax treaties to
which the Philippines is a party provide for a reduced tax rate of 15% when the dividend arises in the Philippines
and is paid to a resident of the other contracting state. Most income tax treaties also provide that reduced
withholding tax rates shall not apply if the recipient of the dividend, who is a resident of the other contracting
state, carries on business in the Philippines through a permanent establishment and the holding of the relevant
dividend-earning interest is effectively connected with such permanent establishment.
The BIR prescribed certain procedures for availment of tax treaty relief on dividends under Revenue
Memorandum Order No. 8-2017 (Procedure for Claiming Tax Treaty Benefits for Dividend, Interest and Royalty
Income of Nonresident Income Earners, dated October 24, 2016). The preferential treaty rates shall be applied by
the withholding agent/income payor provided that the non-resident income recipient submits, before the dividends
are credited or paid, a Certificate of Residence for Tax Treaty Relief (“CORTT”) Form that complies with
Revenue Memorandum Order No. 8-2017. After the remittance of the withholding tax to the BIR, the withholding
agent/income payor shall submit within 30 days an original copy of the duly accomplished CORTT Form.
Documentary Stamp Tax
Beginning January 1, 2018, the original issue of shares is subject to a documentary stamp tax (“DST”) of ₱2.00
for each ₱200.00, or a fractional part thereof, of the par value of the shares issued. The Philippines imposes a DST
upon the transfer outside the PSE of shares issued by a Philippine corporation at the rate of ₱1.50 on each ₱200,
or a fractional part thereof, of the par value of the shares.
The DST is imposed on the person making, signing, issuing, accepting or transferring the document and is thus
payable by either or both the vendor or the vendee of the shares.
However, the sale, barter or exchange of shares of stock listed and traded at the PSE is exempt from documentary
stamp tax.
Estate and Gift Taxes
Shares issued by a domestic corporation are deemed to have a Philippine situs and their transfer by way of a
succession or donation, even if made by a non-resident decedent or donor outside the Philippines, is subject to
Philippine estate and donor’s taxes.
Beginning January 1, 2018, the transfer by a deceased Philippine resident to his heirs of shares of stock shall be
subject to an estate tax which is levied on the net estate of the deceased at a rate of 6.0%. A holder of shares of
stock who is a Philippine resident shall be subject to donor’s tax based on the total gifts in excess of ₱250,000.00
exempt gift made during the calendar year on the transfer of shares of stock by donation at a rate of 6.0%.
The estate or donor’s taxes payable in the Philippines may be credited with the amount of any estate or donor’s
taxes imposed by the authority of a foreign country, subject to limitations on the amount to be credited, and the
tax status of the donor. Estate and donors’ taxes, however, shall not be collected in respect of intangible personal
property, such as shares of stock:
(1)

if the decedent at the time of his death or the donor at the time of the donation was a citizen and
resident of a foreign country which at the time of his death or donation did not impose a transfer
tax of any character, in respect of intangible personal property of citizens of the Philippines not
residing in that foreign country; or

(2)

if the laws of the foreign country of which the decedent or donor was a citizen and resident at
the time of his death or donation allows a similar exemption from transfer or death taxes of
every character or description in respect of intangible personal property owned by citizens of
the Philippines not residing in that foreign country.

In case shares of stock are transferred for less than an adequate and full consideration in money or money’s worth,
the amount by which the fair market value of the shares of stock exceeded the value of the consideration may be
deemed a gift, and donor’s taxes may be imposed on the transferor of the shares of stock, based on Section 100
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of the Philippine Tax Code, provided that a transfer of property made in the ordinary course of business (a
transaction which is a bona fide, at arm’s length, and free from any donative intent), will be considered as made
for an adequate and full consideration in money or money’s worth.
TAXATION OUTSIDE THE PHILIPPINES
Shares of stock in a domestic corporation are considered under Philippine law to be situated in the Philippines and
any gain derived from their sale is entirely from Philippine sources; hence, such gain is subject to Philippine
income tax and the transfer of such shares by gift (donation) or succession is subject to the donors’ tax or estate
tax.
The tax treatment of a non-resident holder in jurisdictions outside the Philippines may vary depending on the tax
laws applicable to such holder by reason of its domicile or business activities and such holder’s particular situation.
This Prospectus does not discuss the tax considerations of non-resident holders of shares of stock under laws other
than those of the Philippines.
IPO TAX
Republic Act No. 11494, otherwise known as the “Bayanihan to Recover As One Act” took effect on September
15, 2020. Section 6 of this law repealed Section 127(B) of the Philippine Tax Code on the IPO Tax. This law shall
be in full force and effect until the next adjournment of the Eighteenth Congress of the Philippine government on
December 19, 2020. As such, the Offer is not subject to the IPO Tax.
Under Revenue Regulations No. 23-2020 issued by the BIR, tax on shares of stocks sold, bartered, exchanged or
other disposition through IPO provided under Section 127(B) of the Philippine Tax Code is repealed. Every sale,
barter, exchange or other disposition through IPO of shares of stock in closely held corporations shall no longer
be subject to IPO Tax.
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PLAN OF DISTRIBUTION
OVERVIEW
Up to 451,582,200 Offer Shares or about 30% of the Firm Shares (the “Trading Participants and Retail Offer
Shares”), are (subject to re-allocation as described below) being offered and sold by the Joint Local Underwriters
and Joint Bookrunners at the Offer Price to all of the PSE Trading Participants and local small investors (“LSIs”)
in the Philippines (the “Trading Participants and Retail Offer”).
At least 1,053,691,310 Offer Shares, or about 70% of the Firm Shares (the “Institutional Offer Shares”), are
(subject to re-allocation as described below) being offered for sale (i) outside the United States by the International
Bookrunners in offshore transactions in reliance on Regulation S of the U.S. Securities Act, (ii) within the United
States through the International Bookrunners’ U.S. registered broker-dealer affiliates to QIBs in reliance on Rule
144A under the U.S. Securities Act, and (iii) to certain qualified buyers and other investors in the Philippines by
the Joint Local Underwriters and Joint Bookrunners (the “Institutional Offer”). Notwithstanding the
International Bookrunners being named in this Prospectus, offers or sales by the International Bookrunners of
Offer Shares outside the Philippines are not governed by Philippine laws. The allocation of the Offer Shares
between the Trading Participants and Retail Offer and the Institutional Offer is subject to adjustment as agreed
between the Company, the International Bookrunners and the Joint Local Underwriters and Joint Bookrunners.
The International Bookrunners will underwrite on a firm commitment basis 70% of the Firm Shares, under and
subject to, the terms of the International Purchase Agreement (as defined below). The Joint Local Underwriters
and Joint Bookrunners together with the Local Participating Underwriters will underwrite on a firm commitment
basis 30% of the Firm Shares, under and subject to, the terms of the Domestic Underwriting Agreement (as defined
below). There is no arrangement for any of the International Bookrunners or the Joint Local Underwriters and
Joint Bookrunners to return any of the Offer Shares relating to the Trading Participants and Retail Offer or the
Institutional Offer to the Company or the Selling Shareholders.
Roles and Responsibilities of the Coordinators, Bookrunners, Underwriters and Local Selling Agents
The Joint Global Coordinators and the Sole Local Coordinator are responsible for the coordination of the various
execution workstreams relating to the Offer.
The Joint Bookrunners (which include the Joint Global Coordinators) are assisting the Company and the Selling
Shareholders in the book-building process, which includes marketing and allocation of the Offer to potential
investors as described in this Plan of Distribution. None of the activities of the International Bookrunners
themselves have been or will be conducted in the Philippines, or would constitute licensable activities in the
Philippines. In the case of the local Joint Bookrunners, which include BPI Capital and BDO Capital, the potential
investors will be based in the Philippines.
The Local Participating Underwriters have undertaken to underwrite a portion of the Trading Participants and
Retail Offer on a firm commitment basis and are not acting as bookrunners.
The Local Selling Agents have been engaged to assist the Joint Local Underwriters and Bookrunners and the
Local Participating Underwriters and act as selling agents in the Trading Participants and Retail Offer on a bestefforts basis. The Local Selling Agents are not underwriting any portion of the Offer or acting as bookrunners. As
a Local Selling Agent, they can receive orders from their respective client bases (subject to applicable rules and
regulations).
THE TRADING PARTICIPANTS AND RETAIL OFFER
The Trading Participants and Retail Offer Shares shall (subject to re-allocation as described below) initially be
offered by the Joint Local Underwriters and Joint Bookrunners to the PSE Trading Participants and LSIs in the
Philippines. 301,054,800 Firm Shares, or about 20% of the Firm Shares, shall be allocated among the PSE Trading
Participants. Each PSE Trading Participant shall initially be allocated 2,351,900 Firm Shares (computed by dividing
the Trading Participants and Retail Offer Shares allocated to the PSE Trading Participants among the 128 PSE
Trading Participants) and subject to reallocation as may be determined by the Joint Local Underwriters and Joint
Bookrunners. The balance of 11,600 Firm Shares shall be allocated by the Joint Local Underwriters and Joint
Bookrunners to the PSE Trading Participants. A total of 150,527,400 Firm Shares, or about 10% of the Firm
Shares, shall be made available nationwide to LSIs through the PSE Electronic Allocation System or “PSE EASy.”
An LSI is defined as a subscriber to the Offer who is willing to subscribe to a minimum board lot or whose
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subscription does not exceed ₱100,000.00. In the case of this Offer, the minimum subscription of LSIs shall be
[500] shares or ₱[9,500.00] while the maximum subscription shall be [5,200] shares or up to ₱[98,800.00]. There
will be no discount on the Offer Price.
With respect to the LSIs, the procedure in subscribing to the Offer Shares via PSE EASy shall be described in the
Company’s Implementing Guidelines for Local Small Investors to be announced through the PSE EDGE website.
Should the total demand for the Offer Shares in the LSI program exceed the maximum allocation, the Joint Local
Underwriters and Joint Bookrunners shall prioritize subscriptions of small investors with amounts lower than the
maximum subscription.
Payment for the Trading Participant and Retail Offer Shares must be made upon submission of the duly completed
application form.
Upon closing of the Trading Participants and Retail Offer, any allocation of Trading Participants and Retail Offer
Shares not taken up by the PSE Trading Participants and the LSIs shall be distributed by the Joint Local
Underwriters and Joint Bookrunners to their clients or the general public in the Philippines or as otherwise agreed
with the International Bookrunners. Trading Participants and Retail Offer Shares not taken up by the PSE Trading
Participants or the LSIs and which are not reallocated to the Institutional Offer, or taken up by the clients of the
Joint Local Underwriters and Joint Bookrunners, or the general public, shall be purchased by the Joint Local
Underwriters and Joint Bookrunners pursuant to the terms and conditions of the Domestic Underwriting Agreement
(as defined below). Nothing herein or in the Domestic Underwriting Agreement shall limit the rights of each of
the Joint Local Underwriters and Joint Bookrunners from purchasing the Offer Shares for its own account.
Joint Local Underwriters and Joint Bookrunners
To facilitate the Trading Participants and Retail Offer, the Company and the Selling Shareholders have appointed
BPI Capital Corporation (“BPI Capital”) and BDO Capital & Investment Corporation (“BDO Capital”) to act
as Joint Local Underwriters and Joint Bookrunners. The Company, the Selling Shareholders and the Joint Local
Underwriters and Joint Bookrunners entered into a Domestic Underwriting Agreement dated to be dated on or
about October 8, 2020 (the “Domestic Underwriting Agreement”), whereby the Joint Local Underwriters and
Joint Bookrunners agrees to underwrite, on a firm commitment basis, a number of Firm Shares equivalent to the
Trading Participants and Retail Offer Shares, subject to agreement between the International Bookrunners and the
Joint Local Underwriters and Joint Bookrunners, on any clawback, clawforward or other such mechanism relating
to reallocation of the Offer Shares between the Institutional Offer and the Trading Participants and Retail Offer.
BPI Capital offers investment banking services in the areas of financial advisory, mergers and acquisitions, debt
and equity underwriting, private placements, project finance and loan syndication. Founded in December 1994,
BPI Capital is duly licensed by the Philippine SEC to engage in the underwriting and distribution of securities.
As of June 30, 2020, BPI Capital had total assets of ₱3,662,071,227, total liabilities of ₱103,196,858 and total
equity of ₱3,558,874,369. The firm operates as a wholly owned subsidiary of the Bank of the Philippine Islands.
BDO Capital is the wholly owned investment banking subsidiary of BDO Unibank, Inc., which, in turn, is an
associate of the SM Group. BDO Capital is a full-service investment house primarily involved in securities
underwriting and trading, loan syndication, financial advisory, private placement of debt and equity, project
finance, and direct equity investment. Incorporated in December 1998, BDO Capital commenced operations in
March 1999. As of December 31, 2019, it had ₱3.89 billion and ₱3.60 billion in assets and capital, respectively.
It has an authorized capital stock of ₱1.10 billion, of which approximately ₱1.00 billion represents its paid-up
capital.
The Joint Local Underwriters and Joint Bookrunners and its affiliates have engaged in transactions with, and have
performed various investment banking, commercial banking and other services for the Company or the Selling
Shareholders in the past, and may do so for the Company, the Selling Shareholders and their respective
subsidiaries and affiliates from time to time in the future. However, all services provided by the Joint Local
Underwriters and Joint Bookrunners, including in connection with the Offer, have been provided as an
independent contractor and not as a fiduciary to the Company or the Selling Shareholders. The Joint Local
Underwriters and Joint Bookrunners do not have any right to designate or nominate a member of the Board. The
Joint Local Underwriters and Joint Bookrunners have no direct relationship with the Company in terms of share
ownership and, other than as Joint Local Underwriters and Joint Bookrunners for the Offer, do not have any
material relationship with the Company or the Selling Shareholders.
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On or before 11:00 a.m. on or about October 14, 2020, the PSE Trading Participants shall submit to the designated
representatives of the Receiving Agent their respective firm orders and commitments to purchase Trading
Participants and Retail Offer Shares.
The Joint Local Underwriters and Joint Bookrunners shall receive from the Company and the Selling Shareholders
a fee equivalent to up to 1.95% of the gross proceeds of the sale of the Offer Shares described in the Domestic
Underwriting Agreement. The fees shall be withheld by the [Receiving Agent] from the proceeds of the Trading
Participants and Retail Offer and any proceeds from the sale of the Institutional Offer Shares allocated to the Joint
Local Underwriters and Joint Bookrunners.
PSE Trading Participants who take up Trading Participants and Retail Offer Shares shall be entitled to a selling
fee of 1.00%, inclusive of VAT, of the Trading Participants and Retail Offer Shares taken up and purchased by
the relevant PSE Trading Participant. The selling fee, less the applicable withholding tax, will be paid by the
Receiving Agent to the PSE Trading Participants within ten banking days from the Listing Date.
All of the Trading Participants and Retail Offer Shares are or shall be lodged with the PDTC and shall be issued
to the PSE Trading Participants and LSIs in scripless form. Purchasers of the Trading Participants and Retail Offer
Shares may maintain the Trading Participants and Retail Offer Shares in scripless form or opt to have the stock
certificates issued to them by requesting an upliftment of the relevant Trading Participants and Retail Offer Shares
from the PDTC’s electronic system after the Listing Date. All costs or fees relating to such upliftment shall be for
the account of the purchaser.
Local Participating Underwriters
The Company and the Selling Shareholders have also appointed Asia United Bank Corporation (“AUB”), First
Metro Investment Corporation (“First Metro”), Maybank ATR Kim Eng Capital Partners, Inc. (“Maybank ATR
KE”), PNB Capital and Investment Corporation (“PNB Capital”), RCBC Capital Corporation (“RCBC
Capital”) as participating underwriters (collectively, the “Local Participating Underwriters”) to the Offer, each
of them shall participate in the Offer under the terms and conditions as agreed upon with the Company and the
Selling Shareholders pursuant to the Domestic Underwriting Agreement.
The Local Participating Underwriters have undertaken to underwrite a portion of the Trading Participants and
Retail Offer on a firm commitment basis and are not acting as bookrunners. They will refer any orders to the
bookrunners, to be taken into account for pricing, and will receive an underwriting fee based on a fee structure
described in the Domestic Underwriting Agreement.
AUB was granted the authority to operate as a commercial bank under the Monetary Board (“MB”) Resolution
No. 1149 dated September 3, 1997 and commenced operations on October 31, 1997. In 2012, it obtained approval
from the BSP to upgrade its license into expanded commercial banking status. In 2013, AUB was granted an
authority to operate as a universal bank under MB Resolution No. 356 dated February 28, 2013. The universal
banking license authorizes, AUB, in addition to its general powers as a commercial bank, to exercise, among
others, powers of an investment house, including securities underwriting and trading, loan syndication, financial
advisory, private placement of debt and equity securities, project finance and direct equity investment.
First Metro is a leading investment bank in the Philippines with over fifty years of service in the development of
the country’s capital markets. It is the investment banking arm of the Metrobank Group, one of the largest financial
conglomerates in the country. First Metro and its subsidiaries offer a wide range of services, from debt and equity
underwriting to loan syndication, project finance, financial advisory, investment advisory, government securities
and corporate debt trading, equity brokering, online trading, asset management, and research. First Metro has
earned a solid reputation for its creativity, innovation, and timely execution. It has proven its ability to create value
and opportunities as well as provide solutions that are pioneering, game changing, and responsive to the needs of
both issuers and investors. As of December 31, 2019, it had total consolidated assets of ₱35.6 billion. Its return
on equity stood at 2.72% and capital adequacy ratio at 45.60%.
Maybank ATR KE is a Philippine corporation organized in the Philippines. It obtained its license to operate as an
investment house in September 1993 and is licensed by the Philippine SEC to engage in underwriting and
distribution of securities to the public. As of December 31, 2019, its total assets amounted to ₱3.2 billion and its
total shareholders’ equity amounted to ₱1.8 billion. It has an authorized capital stock of ₱1.0 billion of which
approximately ₱865.0 million represents its paid-up capital.
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PNB Capital is a wholly owned subsidiary of the Philippine National Bank, offers a spectrum of investment
banking services including loan syndications and project finance, bond offerings, private placements, public
offering of shares, securitization, financial advisory and mergers & acquisitions. PNB Capital obtained its license
from the SEC to operate as an investment house in 1997 and is licensed to engage in underwriting and distribution
of securities to the public.
RCBC Capital is a licensed investment house providing a complete range of capital-raising and financial advisory
services. Established in 1974, RCBC Capital has over 46 years of experience in the underwriting of equity, quasiequity and debt securities, as well as in managing and arranging the syndication of loans, and in financial advisory.
RCBC Capital is a wholly-owned subsidiary of the Rizal Commercial Banking Corporation and a part of the
Yuchengco Group of Companies, one of the country’s largest fully integrated financial services conglomerates.
Local Selling Agents
The Company and the Selling Shareholders have also appointed China Bank Capital Corporation (“China Bank
Capital”) and SB Capital Investment Corporation (“SB Capital”) as local selling agents (collectively, the “Local
Selling Agents”) to the Offer, each of them shall participate in the Offer under the terms and conditions as agreed
upon with the Company and the Selling Shareholders pursuant to the Domestic Underwriting Agreement.
The Local Selling Agents have been engaged to assist the Joint Local Underwriters and Bookrunners and the
Local Participating Underwriters and act as selling agents in the Trading Participants and Retail Offer on a bestefforts basis. The Local Selling Agents are not underwriting any portion of the Offer or acting as bookrunners. As
a Local Selling Agent, they can receive orders from their respective client bases (subject to applicable rules and
regulations).
Any fees and commissions to be paid to the Local Participating Underwriters and the Local Selling Agents are
separate from the commissions and fees to be paid to the PSE Trading Participants as Selling Agents.
China Bank Capital, a subsidiary of China Banking Corporation, provides a wide range of investment banking
services to clients across different sectors and industries. Its primary business is to help enterprises raise capital
by arranging or underwriting debt and equity transactions, such as project financing, loan syndications, bonds and
notes issuances, securitizations, initial and follow-on public offerings, and private equity placements. China Bank
Capital also advises clients on structuring, valuation, and execution of corporate transactions, including mergers,
acquisitions, divestitures, and joint ventures. It was established and licensed as an investment house in 2015 as
the spin-off of China Bank's investment banking group, which was organized in 2012.
SB Capital is a Philippine corporation organized in October 1995 as a wholly-owned subsidiary of Security Bank
Corporation. It obtained its license to operate as an investment house in 1996 and is licensed by the SEC to engage
in underwriting and distribution of securities to the public. SB Capital provides a wide range of investment
banking services including financial advisory, underwriting of equity and debt securities, project finance,
privatizations, mergers and acquisitions, loan syndications and corporate advisory services. SB Capital is also
involved in equity trading through its wholly-owned stock brokerage subsidiary, SB Equities, Inc. Its senior
executives have extensive experience in the capital markets and M&A/advisory transactions and were involved
in a lead role in a substantial number of major equity and debt issues as well as in M&A/advisory deals.
THE INSTITUTIONAL OFFER
The Institutional Offer Shares will be offered for sale (i) outside the United States by the International
Bookrunners in offshore transactions in reliance on Regulation S of the U.S. Securities Act, (ii) within the United
States through the International Bookrunners’ U.S. registered broker-dealer affiliates to QIBs in reliance on Rule
144A under the U.S. Securities Act, and (iii) to certain qualified buyers and other investors in the Philippines, by
the Joint Local Underwriters and Joint Bookrunners. The Institutional Offer includes the Cornerstone Shares
allocated to Cornerstone Investors.
The allocation of the Firm Shares between the Trading Participants and Retail Offer and the Institutional Offer
is subject to further adjustment as may be agreed between the Company, the International Bookrunners and the
Joint Local Underwriters and Joint Bookrunners. In the event of an under-application in the Institutional Offer
and a corresponding over-application in the Trading Participants and Retail Offer, Firm Shares in the
Institutional Offer may be reallocated to the Trading Participants and Retail Offer. If there is an underapplication in the Trading Participants and Retail Offer and if there is a corresponding over-application in the
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Institutional Offer, Firm Shares in the Trading Participants and Retail Offer may be reallocated to the
Institutional Offer. The reallocation shall not apply in the event of over-application or under-application in both
the Trading Participants and Retail Offer, on the one hand, and the Institutional Offer, on the other hand.
The international purchase agreement to be dated on or about October 8, 2020 (the “International Purchase
Agreement”), entered into among the Company, the Selling Shareholders, the International Bookrunners is
subject to certain conditions and may be subject to termination by the International Bookrunners if certain
circumstances, including force majeure, occur on or before the Listing Date.
Under the terms and conditions of the International Purchase Agreement, each of the International Bookrunners
has agreed, severally and not jointly, to procure purchasers for or failing which to purchase the respective number
of Institutional Offer Shares opposite their names indicated in the following table. [In addition, pursuant to the
Domestic Underwriting Agreement, each of the Joint Local Underwriters and Joint Bookrunners agrees to
underwrite, on a firm commitment basis, the portion of Institutional Offer Shares opposite its name indicated in
the following table, subject to agreement between the International Bookrunners and the Joint Local
Underwriters and Joint Bookrunners on any clawback, clawforward or other such mechanism relating to
reallocation of the Offer Shares between the Institutional Offer and the Trading Participants and Retail Offer.]
Number of
Institutional
Offer Shares

Morgan Stanley Asia (Singapore) Pte. ...............................................................................
UBS AG, Singapore Branch ...............................................................................................
[BPI Capital Corporation] ..................................................................................................
[BDO Capital & Investment Corporation] .........................................................................
Merrill Lynch (Singapore) Pte. Ltd.. ..................................................................................
Credit Suisse (Singapore) Limited .....................................................................................

[]
[]
[]
[]
[]
[]

The table does not reflect the exercise of the Overallotment Option that may or may not be exercised by UBS AG
Singapore Branch and its relevant affiliates, as Stabilizing Agent, to purchase up to 225,791,026 Option Shares
from the Selling Shareholders.
International Bookrunners
Morgan Stanley
Morgan Stanley, together with its affiliates, is a leading global financial services firm providing a wide range of
investment banking, securities, wealth management and investment management services. With offices in more
than 41 countries, the firm’s employees serve clients worldwide including corporations, governments, institutions
and individuals
UBS
UBS provides financial advice and solutions to wealthy, institutional and corporate clients worldwide, as well as
private clients in Switzerland. UBS's strategy is centered on our leading global wealth management business and
our premier universal bank in Switzerland, enhanced by Asset Management and the Investment Bank.
Headquartered in Zurich, Switzerland, UBS has offices over 50 regions and locations, including all major financial
centers, and employs approximately 67,000 people.
BofA Securities
Merrill Lynch (Singapore) Pte. Ltd. is a wholly owned subsidiary of Bank of America Corporation and
incorporated under the laws of Singapore. Bank of America Corporation and its affiliates comprise a full service
securities firm and commercial bank engaged in securities, commodities and derivatives trading, foreign exchange
and other brokerage activities, and principal investing as well as providing investment, corporate and private
banking, asset and investment management, financing and strategic advisory services and other commercial
services and products.
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Credit Suisse
Credit Suisse (Singapore) Limited (“CSSL”) offers a broad range of investment banking services to corporations,
financial institutions, financial sponsors and ultra-high-net-worth individuals and sovereign clients. CSSL’s range
of products and services includes advisory services related to mergers and acquisitions, divestitures, takeover
defense mandates, business restructurings and spin-offs. CSSL also engages in debt and equity underwriting of
public securities offerings and private placements.
Each of the International Bookrunners and their respective affiliates have, from time to time, engaged in, and may
in the future engage in, investment banking, financing, private banking, commercial banking or financial
consulting activities and other commercial dealings in the ordinary course of business with the Company, the
Selling Shareholders or their respective affiliates. They have received and expect to continue to receive customary
fees and commissions for these activities and dealings. In addition, in the ordinary course of business, each of the
International Bookrunners and their respective affiliates may trade the Company’s securities or the securities of
the Company’s affiliates or derivatives relating to the foregoing securities for its or its affiliates’ own account or
for the accounts of customers, and may at any time hold a long or short position in such securities.
Investors in the Institutional Offer will be required to pay, in addition to the Offer Price, a brokerage fee of up to
1.00% of the Offer Price.
Cornerstone Investment Agreements
Concurrently with and as part of the Institutional Offer, each of the entities listed below (the “Cornerstone
Investors”, and each a “Cornerstone Investor”) has entered into a cornerstone investment agreement with the
Company, the Selling Shareholders, the International Bookrunners and the Joint Local Underwriters and Joint
Bookrunners to purchase Offer Shares (the “Cornerstone Shares”) from the Company and the Selling
Shareholders at the Offer Price. Assuming an Offer Price of ₱19.00, the Cornerstone Shares represent no less
than approximately 33.6% of the Offer Shares (assuming full exercise of the Overallotment Option) and
approximately 38.6% (excluding any Option Shares). Cornerstone Investors will not be subject to a lock-up
requirement on the Cornerstone Shares.
The Offer is not conditional on the completion of the purchase of the Cornerstone Shares by any of the Cornerstone
Investors. Cornerstone Investors may also participate in the Offer by purchasing Offer Shares through the book
building process for the Offer Shares in addition to their Cornerstone Shares. The purchase of Cornerstone Shares
will not limit the number of Offer Shares which the Cornerstone Investors may purchase as part of the Offer.
The Cornerstone Investors
A brief description of the Cornerstone Investors is provided below.
Genesis Investment Management, LLP, a company incorporated under the laws of England and Wales, is a
boutique asset manager, established in 1989, with a sole focus on global emerging markets equity investments for
institutional investors.
Ghisallo Master Fund LP is a Cayman Islands registered and domiciled pooled investment vehicle, being under
the control of a single investment management and advisory company which is a company operating fund
management services.
Macquarie Funds Management Hong Kong Limited, a company whose principal office is in Hong Kong, is an
investment manager and acting on behalf of the following investment funds: (i) Macquarie Unit Trust Series Macquarie Asia New Stars Fund; (ii) Macquarie Fund Solutions - Macquarie Asia New Stars Fund; (iii) Macquarie
Fund Solutions - Macquarie Asian All Stars Fund; and (iv) Alm.Brand Bank A/S / Investeringsforeningen Wealth
Invest, afdeling SK Invest Far East Equities.
Magna New Frontiers Fund is a company incorporated under the laws of Ireland and seeks to achieve capital
growth by investing in a diversified portfolio of frontier market securities.
Oaks Emerging and Frontier Opportunities Fund is a company incorporated under the laws of Ireland and is a
fundamental, bottom-up, equity-focused strategy that seeks to maximize total return by investing in global frontier
and emerging securities through a portfolio of single positions with a low correlation to underlying markets.

271

OMERS Administration Corporation is a company established in the Province of Ontario, Canada. Founded in
1962, OMERS is one of Canada’s largest defined benefit pension plans, with $109 billion in net assets as at
December 31, 2019. OMERS is a jointly-sponsored pension plan, with 1,000 participating employers ranging
from large cities to local agencies, and over half a million active, deferred and retired members. OMERS members
include union and non-union employees of municipalities, school boards, local boards, transit systems, electrical
utilities, emergency services and children’s aid societies across Ontario. Contributions to the Plan are funded
equally by members and employers. OMERS teams work in Toronto, London, New York, Amsterdam,
Luxembourg, Singapore, Sydney and other major cities across North America and Europe – serving members and
employers and originating and managing a diversified portfolio of high-quality investments in public markets,
private equity, infrastructure and real estate.
Segantii Asia-Pacific Equity Multi-Strategy Fund, a company incorporated under the laws of the Cayman Islands,
is an investment fund established in 2007 which invests globally with a focus on Asia-Pacific equities markets.
The investment advisor of this fund is Segantii Capital Management Limited, an investment manager registered
with the Hong Kong Securities and Futures Commission.
Thornburg Investment Management, Inc., a corporation incorporated under the laws of Delaware, U.S.A. and a
U.S. Securities and Exchange Commission (“U.S. SEC”) registered investment advisor since 1982, is acting as
agent of the following investment companies and funds for which it performs investment management services:
(i) Thornburg Developing World Fund, a series of Thornburg Investment Trust (a Massachusetts business trust,
registered with the U.S. as an open-end management investment company); (ii) Thornburg Better World Fund, a
series of Thornburg Investment Trust (a Massachusetts business trust, registered with the SEC as an open-end
management investment company); (iii) Thornburg Summit Fund, a series of Thornburg Investment Trust (a
Massachusetts business trust, registered with the U.S. as an open-end management investment company); and (iv)
Thornburg Developing World Fund, a sub-fund of Thornburg Global Investments plc (a sub-fund of the
Thornburg Global Investments plc, which is authorized and regulated in Ireland by the Central Bank as a UCITS
pursuant to the UCITS Regulations).
The Overallotment Option
In connection with the Offer, subject to the approval of the Philippine SEC, the Selling Shareholders have granted
the Stabilizing Agent an Overallotment Option, exercisable in whole or in part to purchase up to 225,791,026
Option Shares at the Offer Price and on the same terms and conditions as the Firm Shares, as set forth herein,
from time to time for a period which shall not exceed 30 calendar days from and including the Listing Date. In
connection therewith, the Selling Shareholders have entered into a Greenshoe Agreement with the Stabilizing
Agent to utilize up to 225,791,026 Option Shares to cover over-allocations under the Institutional Offer. Any
Shares that may be delivered to the Stabilizing Agent under the Greenshoe Agreement will be re-delivered to the
Selling Shareholders either through the purchase of Shares in the open market by the Stabilizing Agent in the
conduct of stabilization activities or through the exercise of the Overallotment Option by the Stabilizing Agent.
The Option Shares may be over-allotted and the Stabilizing Agent may effect price stabilization transactions for
a period beginning on or after the Listing Date, but extending no later than 30 days from the Listing Date. The
Stabilizing Agent may purchase Shares in the open market only if the market price of the Common Shares falls
below the Offer Price. The initial stabilization action shall be at a price below the Offer Price. After the initial
stabilization action, (i) if there has not been an independent trade (i.e., a trade made by a person other than the
Stabilizing Agent for itself or on behalf of its clients) in the market at a higher price than the initial stabilization
trade, the subsequent trade shall be below the initial stabilization price, or (ii) if there has been an independent
trade in the market at a higher price than the initial stabilization trade, the subsequent trade shall be at the lower
of the stabilizing action price or the independent trade price. Such activities may stabilize, maintain or otherwise
affect the market price of the Common Shares, which may have the effect of preventing a decline in the market
price of the Common Shares and may also cause the price of the Common Shares to be higher than the price that
otherwise would exist in the open market in the absence of these transactions. If the Stabilizing Agent commences
any of these transactions (which would include thereafter disposing of or selling the Common Shares purchased),
it may discontinue them at any time. However, the Stabilizing Agent or any person acting on behalf of the
Stabilizing Agent has the sole discretion whether to undertake stabilization activities, and there is no assurance
that the same will be undertaken. There is also no assurance that the price of the Common Shares will not decline
significantly after any such stabilizing activities end.
Once the Overallotment Option has been fully exercised by the Stabilizing Agent, it will no longer be allowed to
purchase Common Shares in the open market for the conduct of stabilization activities and the Stabilizing Agent
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(through its authorized affiliate) will remit the proceeds from the exercise of the Overallotment Option to the
Selling Shareholders. As discussed under the section “Dilution”, if the Overallotment Option is fully exercised,
the number of shares held by new investors will be 1,731,064,536 Common Shares and the public float will
increase to 23%. The partial or full exercise of the Overallotment Option will not trigger the issuance of any new
Common Shares to the Selling Shareholders to offset the Common Shares sold under the Overallotment Option.
To the extent the Overallotment Option is not fully exercised by the Stabilizing Agent, the same shall be deemed
cancelled and the relevant Option Shares shall be re-delivered to the Selling Shareholders.
Lock-Up
The PSE rules require existing shareholders owning at least 10% of the outstanding shares of a company not to
sell, assign or in any manner dispose of their shares for a period of 180 days after the listing of the shares.
In addition, if there is any issuance or transfer of Shares (i.e., private placements, asset for shares swap or a similar
transaction) or instruments which lead to issuance of Shares (i.e., convertible bonds, warrants or a similar
instrument) done and fully paid for within 180 days prior to the start of the Offer, and the transaction price is
lower than that of the Offer Price, all such Shares issued or transferred shall be subject to a lock-up period of at
least 365 days from full payment of such Shares.
See “Principal and Selling Shareholders” for more information on the Shares of the Selling Shareholders subject
to the foregoing lock-up periods.
[In addition to the regulatory lock-up under PSE rules and to the extent otherwise permissible under applicable
rules, the Company and the Selling Shareholders have agreed with the Joint Global Coordinators and Joint
Bookrunners that, except in connection with the Overallotment Option, they will not, without the prior written
consent of the Joint Global Coordinators and Joint Bookrunners, issue, offer, pledge, sell, contract to sell, pledge
or otherwise dispose of (or publicly announce any such issuance, offer, sale or disposal of) any shares or securities
convertible or exchangeable into or exercisable for any shares or warrants or other rights to purchase shares or
any security or financial product whose value is determined directly or indirectly by reference to the price of the
underlying securities, including equity swaps, forward sales and options for a period of [180] days after the Listing
Date, subject to certain exceptions in the International Purchase Agreement (without prejudice to the applicability
of the regulatory lock-up under the PSE rules as the PSE may determine on the following transfers), including:
•

with respect to the Company,
o
o
o

o
o
o
o
•

any sale of Common Shares pursuant to the Offer (including pursuant to the Over-allotment
Option);
sales of treasury shares upon request of any holder of [fractional shares / shares below the
minimum board lot];
issuances to the Company’s employees and directors of up to 5% of the shares in issue at the
relevant time (or the equivalent amount of stock acquisition rights), provided that such recipient
enters into a lock-up agreement with the International Bookrunners on substantially the same
terms;
issuances of shares pursuant to a stock split or free share distribution;
transfers required by applicable law or by any competent authority;
transfers made in respect of the Offer structure, which have been disclosed to the International
Bookrunners in writing prior to the execution of the agreement; and
any agreement, undertaking or commitment to do any of the actions set out; and

with respect to the Selling Shareholders,
o

any sale of Common Shares pursuant to the Offer (including pursuant to the Over-allotment
Option);

o

transfers as may be required by applicable law or by any competent authority;

o

transfers to any affiliate of a Selling Shareholder, provided that such affiliate transferee enters
into a lock-up undertaking with the Company and the International Bookrunners on
substantially the same terms as set forth herein;

o

transfers with the prior written consent of the Joint Global Coordinators and Joint Bookrunners;
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o

where the International Bookrunners have given prior written consent to release the lock-up
undertaking for one Selling Shareholder, transfers up to the same proportion of Shares as has
been released in respect of Common Shares of the other Selling Shareholder;

o

transfers of all Common Shares held by a Selling Shareholder to a strategic purchaser, provided
that such transferee enters into a lock-up undertaking with the International Bookrunners on
substantially the same terms set forth herein;

o

acceptance of a general or public tender offer for the Common Shares of the Company made in
accordance with the relevant public takeover rules, the provision of an irrevocable undertaking
to accept such an offer, a sale to an offeror (or potential offeror) which is named in a public
announcement of a firm intention to make an offer (or possible intention to make such an offer)
or a sale of shares to an offeror (or potential offeror) during an offer period (as defined by the
relevant public takeover rules);

o

transfer of Common Shares pursuant to any scheme of compromise or arrangement providing
for the acquisition, by any person or group of persons acting in concert, of 50.0% or more of
the equity share capital of the Company, or any disposal of Common Shares in connection with
a scheme of reconstruction under laws applicable to the Company;

o

transfers made pursuant to an offer by the Company to repurchase its own Shares, as long as
this is executed on a pro-rata basis;

o

a disposal of Common Shares to raise monies to meet any claim under the agreement, or any
expenses or other liabilities (including tax) incurred or suffered in meeting or defending any
such claim or arising in consequence of any such disposal;

o

mortgage, charge, hypothecation, encumbrance or pledge granted over any Common Shares of
the Company by a Selling Shareholder to a third party as collateral for any loan or financing (as
amended, modified, supplemented or refinanced, the “Loan”), including any sale, transfer,
foreclosure or exercise of other rights or remedies over such Common Shares under such
mortgage, charge, hypothecation, encumbrance or pledge relating to such Loan;

o

transfers made in respect of the Offer structure, which have been disclosed to the International
Bookrunners in writing prior to the execution of the agreement; and

o

any agreement, undertaking or commitment to do any of the actions set out above.]

Indemnity
The International Purchase Agreement provides that the Company and the Selling Shareholders will indemnify the
International Bookrunners against certain liabilities, including under the U.S. Securities Act.
Registration of Foreign Investments
The BSP requires that investments in shares of stock funded by inward remittance of foreign currency be
registered with the BSP if the foreign exchange needed to service capital repatriation or dividend remittance will
be sourced from the Philippine banking system. Upon registration of the investment, proceeds of divestments,
or dividends of registered investments are repatriable or remittable immediately and in full through the Philippine
banking system, net of applicable tax, without need of BSP approval. The registration with the BSP of all foreign
investments in the Offer Shares shall be the responsibility of the foreign investor. See “Regulatory and
Environmental Matters—Foreign Investments and Laws and Regulations Relating to Restrictions on Foreign
Equity.”
Selling Restrictions
The distribution of this Prospectus or any offering material and the offer, sale or delivery of the Offer Shares is
restricted by law in certain jurisdictions. Therefore, persons who may come into possession of this Prospectus or
any offering material are advised to consult with their own legal advisers as to what restrictions may be applicable
to them and to observe such restrictions. This Prospectus may not be used for the purpose of an offer or invitation
in any circumstances in which such offer or invitation is not authorized.
Philippines
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No securities, except for a class exempt under Section 9 of the SRC or unless sold in any transaction exempt under
Section 10 thereof, shall be sold or distributed by any person within the Philippines, unless such securities shall
have been registered with the Philippine SEC on Form 12-1 and the registration statement has been declared
effective by the Philippine SEC.
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LEGAL MATTERS
Certain legal matters as to Philippine law relating to the Offer will be passed upon by Picazo Buyco Tan Fider &
Santos, our legal counsel, and Angara Abello Concepcion Regala & Cruz Law Offices, legal counsel to the
International Bookrunners, the Joint Local Underwriters and Joint Bookrunners, the Local Participating
Underwriters and the Local Selling Agents. Certain legal matters as to United States federal law will be passed
upon by Latham & Watkins LLP, our legal counsel, and Milbank LLP, legal counsel to the International
Bookrunners, the International Joint Bookrunners, the Joint Local Underwriters and Joint Bookrunners, the Local
Participating Underwriters and the Local Selling Agents.
Each of the foregoing legal counsel has neither shareholdings nor any right, whether legally enforceable or not,
to nominate persons or to subscribe for our securities. None of the legal counsel will receive any direct or indirect
interest in any of our securities (including options, warrants or rights thereto) pursuant to or in connection with
the Offer.
One of our directors, Mr. Francisco Ed. Lim, is also a senior partner at Angara Abello Concepcion Regala & Cruz
Law Offices, legal counsel to the International Bookrunners, the Joint Local Underwriters and Joint Bookrunners,
the Local Participating Underwriters and the Local Selling Agents.
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INDEPENDENT AUDITORS
The financial statements of our Company as of and for the six months ended June 30, 2020 and as of December
31, 2016, 2017, 2018 and 2019 for the years then ended, were audited by PwC, independent auditors, as stated in
their report attached to this Prospectus.
PwC has acted as our external auditor since 2016. Jan Michael L. Reyes is our current audit partner and has served
as such since 2018. We have not had any material disagreements on accounting and financial disclosures with its
current external auditor for the same periods or any subsequent interim period.
PwC, has neither shareholdings in our Company nor any right, whether legally enforceable or not, to nominate
persons or to subscribe for our securities. PwC will not receive any direct or indirect interest in our Company or
its securities (including options, warrants or rights thereto) pursuant to or in connection with the Offer. The
foregoing is in accordance with the Code of Ethics for Professional Accountants in the Philippines set by the
Board of Accountancy and approved by the Professional Regulation Commission.
The following table sets out the aggregate fees paid to PwC for professional services rendered by PwC, excluding
out-of-pocket expenses incidental to such services and excluding fees directly related to the Offer:

Audit and Audit Related Fees (in ₱) ..................
All other fees (in ₱)(2) ............................................
(1)

2019
4,500,000
1,335,000

2018
4,050,000
1,085,480

2017
850,000
-

Notes:
(1) Audit and audit related fees include fees for the audit of annual financial statements and services that are normally provided by
the independent auditor in connection with statutory and regulatory filings.
(2) All other fees include other services rendered by Isla Lipana & Co. are agreed upon procedures

There is no arrangement that experts will receive a direct or indirect interest in our Company or was a promoter,
underwriter, voting trustee, director, officer, or employee of our Company.
Any future non-audit/ other services to be provided by the our external auditors shall undergo review and is subject
to the endorsement of our Company’s Audit Committee before such engagement is approved by the Board of
Directors.
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Converge Information and Communications Technology Solutions, Inc. and Subsidiaries
Consolidated Statements of Financial Position
As at June 30, 2020, December 31, 2019 and 2018
(All amounts in Philippine Peso)
1RWHV

-XQH

'HFHPEHU

'HFHPEHU

$66(76
&XUUHQWDVVHWV
&DVKDQGFDVKHTXLYDOHQW
7UDGHDQGRWKHUUHFHLYDEOHVQHW
'XHIURPUHODWHGSDUWLHV
1HWZRUNPDWHULDOVDQGVXSSOLHV
'HIHUUHGFRQWUDFWFRVWV
2WKHUFXUUHQWDVVHWV
7RWDOFXUUHQWDVVHWV
1RQFXUUHQWDVVHWV
3URSHUW\SODQWDQGHTXLSPHQWQHW
$GYDQFHVWRIL[HGDVVHWVVXSSOLHUV
5LJKWRIXVHDVVHWVQHW
,QWDQJLEOHDVVHWVQHW
'XHIURPUHODWHGSDUWLHVQHWRI
FXUUHQWSRUWLRQ
'HIHUUHGFRQWUDFWFRVWVQHWRIFXUUHQWSRUWLRQ
'HIHUUHGLQSXWYDOXHDGGHGWD[QHWRI
FXUUHQW SRUWLRQ
'HIHUUHGLQFRPHWD[DVVHWVQHW
)LQDQFLDODVVHWDWIDLUYDOXHWKURXJKSURILWRU
ORVV )973/
7RWDOQRQFXUUHQWDVVHWV
7RWDODVVHWV








































































































































































































/,$%,/,7,(6$1'(48,7<
&XUUHQWOLDELOLWLHV
7UDGHDQGRWKHUSD\DEOHV
/RDQVSD\DEOH
/HDVHOLDELOLWLHVFXUUHQWSRUWLRQ
'LYLGHQGVSD\DEOH
'XHWRUHODWHGSDUWLHV
'HIHUUHGUHYHQXHV
,QFRPHWD[SD\DEOH
)LQDQFHOHDVHREOLJDWLRQV
7RWDOFXUUHQWOLDELOLWLHV
1RQFXUUHQWOLDELOLWLHV
/RDQVSD\DEOHQHWRIFXUUHQWSRUWLRQ
/HDVHOLDELOLWLHVQHWRIFXUUHQWSRUWLRQ
6XEVFULEHUV¶GHSRVLWVQHWRIFXUUHQWSRUWLRQ
'HIHUUHGUHYHQXHVQHWRIFXUUHQWSRUWLRQ
5HWLUHPHQWEHQHILWREOLJDWLRQ
)LQDQFHOHDVHREOLJDWLRQVQHWRIFXUUHQW
SRUWLRQ
7RWDOQRQFXUUHQWOLDELOLWLHV
7RWDOOLDELOLWLHV
(TXLW\
$WWULEXWDEOHWRRZQHUVRIWKH3DUHQW &RPSDQ\
6KDUHFDSLWDO
2UGLQDU\VKDUHV
&RQYHUWLEOHSUHIHUUHGVKDUHV
$GGLWLRQDOSDLGLQFDSLWDO
5HWDLQHGHDUQLQJV
$SSURSULDWHG
8QDSSURSULDWHG
5HVHUYHIRUUHPHDVXUHPHQWVRIUHWLUHPHQW
EHQHILWREOLJDWLRQQHWRIWD[
2WKHUUHVHUYHV
1RQFRQWUROOLQJLQWHUHVW
7RWDOHTXLW\
7RWDOOLDELOLWLHVDQGHTXLW\

















(The notes on pages 1 to 76 are integral part of these consolidated financial statements)
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Converge Information and Communications Technology Solutions, Inc. and Subsidiaries
Consolidated Statements of Total Comprehensive Income
For each of the six months ended June 30, 2020 and 2019, and of the years ended December 31, 2019, 2018 and 2017
(All amounts in Philippine Peso)

1RWHV


5HYHQXHV

6L[PRQWKVHQGHG-XQH





<HDUHQGHG'HFHPEHU
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2WKHULQFRPH ORVV QHW
3URILWIURPRSHUDWLRQV
)LQDQFHFRVWV
3URILWEHIRUHLQFRPHWD[
,QFRPHWD[H[SHQVH
3URILWIRUWKHSHULRG
2WKHUFRPSUHKHQVLYHLQFRPH
Item that will not be reclassified to
profit or loss
5HPHDVXUHPHQW ORVV JDLQRQ
UHWLUHPHQWEHQHILWREOLJDWLRQ
QHWRIWD[
7RWDOFRPSUHKHQVLYHLQFRPH
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3URILWDWWULEXWDEOHWR
2ZQHUVRIWKH3DUHQW&RPSDQ\
1RQFRQWUROOLQJLQWHUHVW
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%DVLFDQGGLOXWHG













(The notes on pages 1 to 76 are integral part of these consolidated financial statements)

)

Converge Information and Communications Technology Solutions, Inc. and Subsidiaries
Consolidated Statements of Changes in Equity
For each of the six months ended June 30, 2020 and 2019, and of the years ended December 31, 2019, 2018 and 2017
(All amounts in Philippine Peso)

6KDUHFDSLWDO 1RWH
&RQYHUWLEOH
SUHIHUUHG
&RPPRQ
VKDUHV
VKDUHV



%DODQFHVDW-DQXDU\
7UDQVDFWLRQZLWKRZQHUV
1RQFRQWUROOLQJLQWHUHVWRQDFTXLVLWLRQRI
VXEVLGLDULHV 1RWH

&RPSUHKHQVLYHLQFRPH
3URILW IRUWKH\HDU

2WKHUFRPSUHKHQVLYHLQFRPHIRUWKH\HDU

7RWDOFRPSUHKHQVLYHLQFRPHIRUWKH\HDU

%DODQFHVDW'HFHPEHU

7UDQVDFWLRQZLWKRZQHUV
$FTXLVLWLRQRIDVXEVLGLDU\ 1RWHV

1RQFRQWUROOLQJLQWHUHVWRQDFTXLVLWLRQRI
VXEVLGLDULHV 1RWH

7RWDOWUDQVDFWLRQVZLWKRZQHUVIRUWKH\HDU

&RPSUHKHQVLYHLQFRPH
3URILWIRUWKH\HDU

2WKHUFRPSUHKHQVLYHLQFRPHIRUWKH\HDU

7RWDOFRPSUHKHQVLYHLQFRPHIRUWKH\HDU

$SSURSULDWLRQRIUHWDLQHGHDUQLQJV 1RWH

%DODQFHVDW'HFHPEHU


$GGLWLRQDO
SDLGLQ
FDSLWDO


5HVHUYHIRU
UHPHDVXUHPHQWV
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EHQHILWREOLJDWLRQ
QHWRIWD[
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1RWH
$SSURSULDWHG 8QDSSURSULDWHG
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Converge Information and Communications Technology Solutions, Inc. and Subsidiaries
Consolidated Statements of Changes in Equity (continued)
For each of the six months ended June 30, 2020 and 2019, and of the years ended December 31, 2019, 2018 and 2017
(All amounts in Philippine Peso)

6KDUHFDSLWDO 1RWH
&RQYHUWLEOH
SUHIHUUHG
&RPPRQ
VKDUHV
VKDUHV



%DODQFHVDW-DQXDU\
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'LVSRVDORIVXEVLGLDULHV 1RWH

,VVXDQFHRIVKDUHV 1RWH
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7RWDOWUDQVDFWLRQVZLWKRZQHUVIRUWKH\HDU

&RPSUHKHQVLYHLQFRPH
3URILWIRUWKH\HDU

2WKHUFRPSUHKHQVLYHLQFRPHIRUWKH\HDU

7RWDOFRPSUHKHQVLYHLQFRPHIRUWKH\HDU
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$GGLWLRQDO
SDLGLQ
FDSLWDO


5HVHUYHIRU
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5HWDLQHGHDUQLQJV 1RWH
QHWRIWD[
1RWH
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Converge Information and Communications Technology Solutions, Inc. and Subsidiaries
Consolidated Statements of Changes in Equity (continued)
For each of the six months ended June 30, 2020 and 2019, and of the years ended December 31, 2019, 2018 and 2017
(All amounts in Philippine Peso)

6KDUHFDSLWDO 1RWH
&RQYHUWLEOH
SUHIHUUHG
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VKDUHV
VKDUHV
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2WKHU
HTXLW\ 1RQFRQWUROOLQJ
LQWHUHVW
UHVHUYHV




























































(The notes on pages 1 to 76 are integral part of these consolidated financial statements)

)

7RWDO








 
 




 


 


 

Converge Information and Communications Technology Solutions, Inc. and Subsidiaries
Consolidated Statements of Cash Flows
For each of the six months ended June 30, 2020 and 2019, and of the years ended December 31, 2019, 2018 and 2017
(All amounts in Philippine Peso)

1RWHV
&DVKIORZVIURPRSHUDWLQJDFWLYLWLHV
3URILWEHIRUHLQFRPHWD[
$GMXVWPHQWVIRU
'HSUHFLDWLRQDQGDPRUWL]DWLRQ
3URYLVLRQIRULPSDLUPHQWRI WUDGHDQG
RWKHUUHFHLYDEOHV
$PRUWL]DWLRQRIGHIHUUHGFRQWUDFW
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8QUHDOL]HGIDLUYDOXHORVVRQILQDQFLDO
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ORVVQHW
,QWHUHVWLQFRPH
/RVV JDLQ RQGLVSRVDORISURSHUW\
SODQW DQG HTXLSPHQW
/RVVRQGLVSRVDORIILQDQFLDODVVHWDW
)973/
3URYLVLRQIRULQYHQWRU\REVROHVFHQFH
/RVVRQGLUHFWZULWHRIIRIUHFHLYDEOHV
/RVVRQGLUHFWZULWHRIIRIQHWZRUN
PDWHULDOV DQGVXSSOLHV
*DLQRQUHYHUVDORISURYLVLRQIRU
FRQWLQJHQFLHV
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DVVHWV DQGOLDELOLWLHV
,QFUHDVH GHFUHDVHLQDVVHWV
7UDGHDQGRWKHUUHFHLYDEOHVQHW
'XHIURPUHODWHGSDUWLHV
1HWZRUNPDWHULDOVDQGVXSSOLHV
'HIHUUHGFRQWUDFWFRVWV
2WKHUFXUUHQWDVVHWV
'HIHUUHGLQSXWYDOXHGDGGHGWD[
,QFUHDVH GHFUHDVH LQOLDELOLWLHV
7UDGHDQGRWKHUSD\DEOHV
6XEVFULEHUVGHSRVLWV
'XHWRUHODWHGSDUWLHV
'HIHUUHGUHYHQXH
3URYLVLRQIRUFRQWLQJHQFLHV
&DVKIURPRSHUDWLRQV
,QWHUHVWUHFHLYHG
5HWLUHPHQWEHQHILWVSDLG
,QFRPHWD[HVSDLG
1HWFDVKIURPRSHUDWLQJDFWLYLWLHV
&DVKIORZVIURPLQYHVWLQJDFWLYLWLHV
$FTXLVLWLRQVRISURSHUW\SODQWDQG
HTXLSPHQW
$FTXLVLWLRQVRILQWDQJLEOHDVVHWV
$FTXLVLWLRQRI LQYHVWPHQWLQILQDQFLDO
DVVHW DW)973/
$FTXLVLWLRQRILQYHVWPHQWLQDVXEVLGLDU\
1HWFDVKRXWIORZIURPGLVSRVDORI
VXEVLGLDULHV
1HWFDVKXVHGLQLQYHVWLQJDFWLYLWLHV
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Converge Information and Communications Technology Solutions, Inc. and Subsidiaries
Consolidated Statements of Cash Flows (continued)
For each of the six months ended June 30, 2020 and 2019, and of the years ended December 31, 2019, 2018 and 2017
(All amounts in Philippine Peso)

1RWHV
&DVKIORZVIURPILQDQFLQJDFWLYLWLHV
3URFHHGVIURPLVVXDQFHRIFRQYHUWLEOH
SUHIHUUHGVKDUHV
3D\PHQWRIVKDUHLVVXDQFHFRVWV
3URFHHGVIURPLVVXDQFHRIVXEVLGLDULHV¶
LQWHUHVW WR1&,
3URFHHGVIURPFDSLWDOLQIXVLRQ
3URFHHGVIURPORDQVSD\DEOH
3D\PHQWVRIORDQVSD\DEOH
3D\PHQWRIGLYLGHQGV
,QWHUHVWSDLGRQORDQVSD\DEOH
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Converge Information and Communications Technology Solutions, Inc. and Subsidiaries
Notes to the Consolidated Financial Statements
As at June 30, 2020, December 31, 2019 and 2018 and for each of the six months ended
June 30, 2020 and 2019, and for the years ended December 31, 2019, 2018 and 2017
(In the notes, all amounts are shown in Philippine Peso unless otherwise stated)
Note 1 - General information
1.1

Business information

Converge Information and Communications Technology Solutions, Inc. (the “Parent Company”) is a
domestic corporation registered with the Securities and Exchange Commissions (SEC) on October 17, 2007
to construct, install, maintain and operate in the Philippines information and communications system, ICT
network and associated equipment and facilities for the purpose of supplying at competitive and reasonable
cost and without discrimination information and communications services within the Philippines to
government agencies including all its instrumentalities, to corporations and consumers and all other
entities and utilities that might use such information and communications services. The Parent Company is
a grantee of a congressional franchise (under Republic Act No. 9707) (Note 7) to construct, install,
establish, operate and maintain telecommunications systems throughout the Philippines and between the
Philippines and other countries and territories. The term of the franchise is twenty-five (25) years effective
until August 2034.
The Parent Company is a subsidiary of Comclark Network and Technology Corp. (Comclark), a company
organized and existing under the laws of the Philippines. Its ultimate parent company is Pentastar
Holding Co. Inc. (Pentastar), a company organized and existing under the laws of the Philippines to,
among others, purchase or otherwise acquire and own, hold, use, manage, sell, assign, transfer, mortgage,
pledge, exchange, or otherwise dispose of real and personal property of every kind and description,
without however engaging as an investment company under the Investment Company Act or a finance
company or as a dealer in securities or stocks or as real estate broker or a real estate development
company but only holds the foregoing assets for purely investment purposes. Pentastar’s ultimate
beneficial owners are Maria Grace Y. Uy and Dennis Anthony H. Uy.
The total shares outstanding are held by the following shareholders:
&RPFODUN
&RKHUHQW&ORXG,QYHVWPHQWV%9
/RFDOLQGLYLGXDOV

-XQH





'HFHPEHU





'HFHPEHU





Refer to Note 11 for details of changes in shares outstanding as at June 30, 2020 and December 31, 2019
and 2018.
As at August 20, 2020, the Parent Company is in the process of completing and finalizing all statutory
requirements in connections with the planned listing and offering of its shares to the public with the
Philippine Stock Exchange.
Amendments to the Articles of Incorporation
On June 10, 2020, the Parent Company’s Board of Directors (BOD) and stockholders approved, among
others, the following amendments to the Articles of Incorporation:
a. The purpose for which the Parent Company is formed includes, in relation to the existing primary
purpose, to act as guarantor and/or surety for the obligation, indebtedness, assumption of
obligation or recognizance of another party;
)

b. The Parent Company shall have perpetual existence consistent with Section 11 of the Revised
Corporation Code of the Philippines (Republic Act No. 11232);
c. The authorized capital stock of the Parent Company is P5,000,000,000, divided into:
(i) 16,900,000,000 common shares with a par value of P0.25 per share; (ii) 3,060,000,000
preferred shares with a par value of P0.25 per share; and (iii) 4,000,000,000 preferred B shares
with a par value of P0.0025 per share;
d. The preferred shares and preferred B shares of each and any series may, or may not be convertible
and may or may not be reissuable and may or may not be entitled to any participation or share in
the retained earnings after dividend payments shall have been made on the preferred shares; and
e. The stockholders of the Parent Company shall have no pre-emptive right to subscribe to any issue
or disposition of shares of any class of the Corporation.
As at August 20, 2020, the Parent Company’s submission to the Philippine SEC for the foregoing
amendments is pending approval.
1.2

Board of Investments registration

On January 10, 2013 and February 2, 2015, the Parent Company was registered with the Board of
Investments (BOI) as a pioneer and expanding operator, respectively, of nationwide broadband network
for the provision of data internet services. As a registered enterprise, the Parent Company is entitled to
certain incentives which include:
a.

Income tax holiday (ITH) on income directly attributable to revenue generated from the registered
activities;

b.

For the first five (5) years from date of registration, the Parent Company shall be allowed an
additional deduction from taxable income of 50% of the wages corresponding to the increment in
number of direct labor for skilled and unskilled workers in the year of availment as against the
previous year if the project meets the prescribed ratio of capital equipment to the number of workers
set by BOI and provided that this incentive shall not be availed of simultaneously with the ITH;

c.

Importation of consigned equipment for a period of ten (10) years from date of pioneer registration;

d.

Importation of capital equipment, spare parts and accessories at zero duty for a period of five (5)
years from the date of expanding registration;

e.

Employment of foreign nationals may be allowed in supervisory, technical or advisory positions for
five (5) years from date of registration; and

f.

Simplification of Bureau of Customs procedures for the importation of equipment, spare parts, raw
materials and supplies.

Income earned from non-BOI registered activities and income after the expiration of the ITH are subject
to the regular corporate income tax of 30%.
The tax status of the Parent Company’s BOI registrations as at June 30, 2020 are as follows:
5HJLVWUDWLRQ
3LRQHHURSHUDWRU
([SDQGLQJRSHUDWRU

2ULJLQDO,7+SHULRG
-DQXDU\WR'HFHPEHU
)HEUXDU\WR-DQXDU\

7D[VWDWXV
5HJXODULQFRPHWD[DW
5HJXODULQFRPHWD[DW

The Parent Company’s registered office address, which is also its principal place of business, is located at
New Street Bldg., Mc Arthur Highway, Balibago, Angeles City, Pampanga. The Parent Company has 2,123
employees as at June 30, 2020 (December 31, 2019 - 2,004; 2018 - 1,355).
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1.3

Impact of COVID-19 pandemic

In response to the corona virus (“COVID-19”) pandemic, the Philippine Government implemented
measures and regulations to mitigate the transmission of the disease. Metro Manila and other regions in the
Philippines were placed under enhanced community quarantine (“ECQ”) which imposed strict stay-at-home
measures with exceptions only for essential activities, such as access to basic necessities, food and health
services. The ECQ in Metro Manila was in effect from March 17, 2020 until May 15, 2020, and was later
adjusted to the modified enhanced community quarantine (“MECQ”) from May 16, 2020 to May 31, 2020
where certain industries were allowed to operate under strict compliance with minimum safety standards
and protocols. On June 1, 2020, Metro Manila was placed under general community quarantine (“GCQ”),
allowing for the partial reopening of certain businesses and public transportation while continuing to limit
general movements. Subsequently, 0n August 2, 2020, Metro Manila and certain provinces were placed
under MECQ from August 4, 2020 until August 18, 2020. Community quarantine in Metro Manila and
certain provinces were downgraded to GCQ beginning August 19, 2020.
Measures are implemented to protect the health and safety of company employees, support business
continuity, and manage financial impact to a minimum.
Financial position and results as at and for the six months ended June 30, 2020
Management has assessed that the pandemic does not have a significant impact to the Group’s financial
position and results as at and for the six months ended June 30, 2020 and that the carrying amounts of
assets are recoverable at reporting date. Specifically, management performed a detailed review of its
receivables provisioning as at and for six months ended June 30, 2020.
Following the onset of COVID-19, new social norms of social distancing and working from home
arrangements have amplified the need for fixed broadband across both residential and enterprise markets
in the Philippines. Further, given the Parent Company’s status as an essential service provider, the Group
was able to resume operations quickly and made necessary adjustments in the conduct of its field work.
Management will continue to monitor the business developments amidst the pandemic and update the
assessments made. Any medium to long-term impact of the pandemic on the Group’s operational and
financial performance will depend on future developments, including the duration and spread of the
outbreak and related restrictions, and the overall impact of COVID-19 on the Philippine economy and
demand for its products and services, all of which are highly uncertain and cannot be predicted.
Going concern
Despite the worsening economic conditions caused by COVID-19, management has assessed that the Group
will be able to continue as a going concern. Management has placed plans and countermeasures to address
any potential short-term liquidity requirements and anticipated economic downturn at least within the next
12 months.
1.4

Approval of the consolidated financial statements

The consolidated financial statements of the Group have been approved and authorized for issuance by
the BOD on August 20, 2020.
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1.5

Consolidation

The consolidated financial statements include the financial statements of the Parent Company and its subsidiaries namely, Pentagon Holding Co., Inc.
(Pentagon) and Converge ICT Solutions (Global) Limited (Converge Global). These consolidated financial statements also include Pentagon’s subsidiaries
namely, Fibernet Konstrukt Corp. (FKC) and Metroworks ICT Construction Inc. (Metroworks) as well as Metroworks’ subsidiaries namely, UMV
Telecommunications, Inc. (UMV), Connexiq Inc. (Connexiq), and Tafu Telecommunications, Corp (Tafu). FKC and Metroworks’ subsidiaries are included
herein, up until the time they have been disposed of, respectively.
The Parent Company and its subsidiaries are collectively referred to here as the “Group”.
The Group’s subsidiaries as at June 30, 2020 and December 31, 2019 and 2018 are set out below. Unless otherwise stated, these have share capital consisting
solely of ordinary shares that are held directly or indirectly by the Parent Company, and the proportion of ownership interests held equals the voting rights
held by the Group.

6XEVLGLDULHV
3HQWDJRQ
 Acquired by the Parent
Company in 2019
 Under common control
prior to 2019

2ZQHUVKLSLQWHUHVWKHOGE\WKH
*URXS
'HFHPEHU
-XQH







2ZQHUVKLSLQWHUHVWKHOGE\
QRQFRQWUROOLQJLQWHUHVW
'HFHPEHU
-XQH







)

&RXQWU\RI
LQFRUSRUDWLRQ
3KLOLSSLQHV

0DLQDFWLYLW\
3HQWDJRQZDVLQFRUSRUDWHGDQGUHJLVWHUHGZLWKWKH6(&RQ
-XO\,WVSULPDU\SXUSRVHLVWRDFTXLUHE\SXUFKDVH
RWKHUZLVHDQGWRLQYHVWRZQXVHKROGDGPLQLVWHUREWDLQDQ
LQWHUHVWLQVHOOSOHGJHPRUWJDJHDVVLJQGHSRVLWK\SRWKHFDWH
FUHDWHWUXVWZLWKUHVSHFWWRUHDODQGSHUVRQDOSURSHUWLHVRIHYHU\NLQG
DQGGHVFULSWLRQLQFOXGLQJDOONLQGVRIVKDUHVVWRFNVYRWLQJWUXVW
FHUWLILFDWHVERQGVPRUWJDJHVGHEHQWXUHVWUXVWUHFHLSWVQRWHVDQG
RWKHUFHUWLILFDWHV3HQWDJRQ¶VUHJLVWHUHGRIILFHDGGUHVVDQGSODFHRI
EXVLQHVVLVDW1HZ6WUHHW%XVLQHVV&HQWHU%DUDQJD\%DOLEDJR
$QJHOHV&LW\

6XEVLGLDULHV
&RQYHUJH,&7
6ROXWLRQV *OREDO
/LPLWHG
 Incorporated by the
Parent Company in 2020

2ZQHUVKLSLQWHUHVWKHOGE\WKH
*URXS
'HFHPEHU



-XQH







2ZQHUVKLSLQWHUHVWKHOGE\
QRQFRQWUROOLQJLQWHUHVW
'HFHPEHU
-XQH









&RXQWU\RI
LQFRUSRUDWLRQ

+RQJ.RQJ

0DLQDFWLYLW\
&RQYHUJH,&76ROXWLRQV *OREDO /LPLWHG &RQYHUJH*OREDO ZDV
LQFRUSRUDWHGLQ+RQJ.RQJRQ0DUFK&RQYHUJH*OREDOZDV
RUJDQL]HGSULPDULO\WRSURYLGHLQWHUQHWDQGLQYHVWRUUHODWLRQV
VHUYLFHVIRUFXVWRPHUVRXWVLGHWKH3KLOLSSLQHV$VDW-XQH
&RQYHUJH*OREDOLVVWLOODWSUHRSHUDWLQJVWDJH&RQYHUJH*OREDO¶V
UHJLVWHUHGRIILFHDGGUHVVDQGSODFHRIEXVLQHVVLVDWI$OH[DQGUD
+6(&KDUWHU5RDG&HQWUDO+RQJ.RQJ
&RQYHUJH*OREDOGRHVQRWPHHWWKHGHILQLWLRQE\3KLOLSSLQH6(&RID
VLJQLILFDQWVXEVLGLDU\GXHWRWKHIROORZLQJ
D

0HWURZRUNV
 Indirectly owned through
Pentagon in 2019
 99.99% owned by
Pentagon for all years
presented













)

3KLOLSSLQHV

7KH3DUHQW&RPSDQ\¶VLQYHVWPHQWLQDQGDGYDQFHVWR
&RQYHUJH*OREDODPRXQWLQJWR3DQG3
UHVSHFWLYHO\GRQRWH[FHHGRIWKHFRQVROLGDWHGDVVHWVDV
DW-XQHDQG
E &RQYHUJH*OREDO¶VQHWORVV DIWHULQWUDJURXSHOLPLQDWLRQV 
DPRXQWLQJWR3GRHVQRWH[FHHGRIWKHWRWDO
FRQVROLGDWHGQHWLQFRPHIRUWKHVL[PRQWKVHQGHG-XQH
&RQYHUJH*OREDO KDVQRDVVHWVQRUUHYHQXHV DIWHU
LQWUDJURXSHOLPLQDWLRQV DVDWDQGIRUWKHVL[PRQWKVHQGHG-XQH

0HWURZRUNV ZDVLQFRUSRUDWHGDQGUHJLVWHUHGZLWKWKH 6(& RQ
-XQH  0HWURZRUNVZDVRUJDQL]HGSULPDULO\ WRFRQVWUXFW
LQVWDOOPDLQWDLQRSHUDWHDQGPDQDJHLQWKH3KLOLSSLQHVDEURDGEDQG
LQIRUPDWLRQDQGFRPPXQLFDWLRQVV\VWHPLQIRUPDWLRQFRPPXQLFDWLRQ
WHFKQRORJ\ ,&7 QHWZRUNDQGDVVRFLDWHGHTXLSPHQWDQGRXWVLGH
SODQWIDFLOLWLHVIRUWKHSXUSRVHRIVXSSO\LQJDWFRPSHWLWLYHUHDVRQDEOH
FRVWDQGZLWKRXWGLVFULPLQDWLRQEURDGEDQGLQIRUPDWLRQDQG
FRPPXQLFDWLRQIDFLOLWLHVSURGXFWVDQGVHUYLFHVZLWKLQWKH
3KLOLSSLQHVWRJRYHUQPHQWDJHQFLHVLQFOXGLQJDOOLWVLQVWUXPHQWDOLWLHV
WRFRUSRUDWLRQVDQGFRQVXPHUVDQGDOORWKHUHQWLWLHVDQGXWLOLWLHVWKDW
PLJKWXVHEURDGEDQGLQIRUPDWLRQDQGFRPPXQLFDWLRQVIDFLOLW\DQGRU
RWKHUVHUYLFHV 0HWURZRUNV¶ UHJLVWHUHGRIILFHDGGUHVVDQGSODFHRI
EXVLQHVVLVDWUG )ORRU5HOLDQFH&HQWHU(5RGULJXH]-U$YH
8JRQJ 3DVLJ&LW\

6XEVLGLDULHV
).&
- 51% owned by Pentagon
in 2018 (incorporation)
until disposal in 2019.

&RQQH[LT
- 60% owned by
Metroworks in 2017
(incorporation) until
disposal in 2019.
809
 70% owned by
Metroworks in 2017
(incorporation) until
disposal in 2019.

2ZQHUVKLSLQWHUHVWKHOGE\WKH
*URXS
'HFHPEHU





-XQH



2ZQHUVKLSLQWHUHVWKHOGE\
QRQFRQWUROOLQJLQWHUHVW
'HFHPEHU
-XQH







&RXQWU\RI
LQFRUSRUDWLRQ
3KLOLSSLQHV













3KLOLSSLQHV













3KLOLSSLQHV

)

0DLQDFWLYLW\
).& ZDVLQFRUSRUDWHGDQGUHJLVWHUHGZLWKWKH 6(& RQ-XQH
 ).&ZDVRUJDQL]HGSULPDULO\ WRFRQVWUXFWLQVWDOOPDLQWDLQ
RSHUDWHDQGPDQDJHLQWKH3KLOLSSLQHVDEURDGEDQGLQIRUPDWLRQDQG
FRPPXQLFDWLRQVV\VWHPLQIRUPDWLRQFRPPXQLFDWLRQWHFKQRORJ\
,&7 QHWZRUNDQGDVVRFLDWHGHTXLSPHQWDQGRXWVLGHSODQWIDFLOLWLHV
IRUWKHSXUSRVHRIVXSSO\LQJ DWFRPSHWLWLYHUHDVRQDEOHFRVWDQG
ZLWKRXWGLVFULPLQDWLRQEURDGEDQGLQIRUPDWLRQDQGFRPPXQLFDWLRQ
IDFLOLWLHVSURGXFWVDQGVHUYLFHVZLWKLQWKH3KLOLSSLQHVWRJRYHUQPHQW
DJHQFLHVLQFOXGLQJDOOLWVLQVWUXPHQWDOLWLHVWRFRUSRUDWLRQVDQG
FRQVXPHUVDQGDOORWKHUHQWLWLHVDQGXWLOLWLHVWKDWPLJKWXVH
EURDGEDQGLQIRUPDWLRQDQGFRPPXQLFDWLRQVIDFLOLW\DQGRURWKHU
VHUYLFHV ).&¶V UHJLVWHUHGRIILFHDGGUHVVDQGSODFHRIEXVLQHVVLVDW
1HZ6WUHHW%OGJ0F$UWKXU+LJKZD\%DOLEDJR$QJHOHV&LW\
3DPSDQJD
&RQQH[LTLVDGRPHVWLFFRPSDQ\LQFRUSRUDWHGDQGUHJLVWHUHGZLWK
6(&RQ$XJXVW7KHSULQFLSDODFWLYLWLHVRI&RQQH[LTLVIRU
WKHFRQVWUXFWLRQDQGLQVWDOODWLRQRIWHOHFRPPXQLFDWLRQOLQHVLQWKH
3KLOLSSLQHV&RQQH[LT¶VSULQFLSDODGGUHVVLVORFDWHGDW5HOLDQFH,7
&HQWHU(5RGULJXH]-U$YH8JRQJ 3DVLJ&LW\
809LVD GRPHVWLFFRUSRUDWLRQLQFRUSRUDWHGDQGUHJLVWHUHGZLWK
6(&RQ$XJXVW 809ZDVRUJDQL]HGSULPDULO\WRHVWDEOLVK
RSHUDWHDQGPDQDJHDEXVLQHVVFHQWHUWKDWZLOOHQJDJHLQWKH
FRQVWUXFWLRQEXLOGLQJDQGGHYHORSPHQWRIKLJKWHFKQRORJ\
FRPPXQLFDWLRQDQGWUDQVPLVVLRQIDFLOLWLHVDQGLQWHOOLJHQWQHWZRUN
V\VWHPSURYLGHVHUYLFHVKLJKWHFKQRORJ\VROXWLRQVUHVHDUFKDQG
FRQVXOWDQF\RQLQIRUPDWLRQWHFKQRORJ\RIILFHDXWRPDWLRQDQG
FRPPXQLFDWLRQV\VWHPVWRLQFOXGHFRPSXWHUVRIWZDUHGHYHORSPHQW
WKURXJKWKHDFTXLVLWLRQFRQVWUXFWLRQHUHFWLRQDVVHPEO\
UHKDELOLWDWLRQH[SDQGLQJFRPPLVVLRQLQJRSHUDWLQJDQGPDLQWDLQLQJ
LQIRUPDWLRQFRPPXQLFDWLRQWHFKQRORJ\DQGQHWZRUNIDFLOLWLHVDQG
DQ\RWKHUUHODWHG,&7IDFLOLWLHVDQGRUVROXWLRQVWRFDUU\RXWLQWKH
EXVLQHVVFHQWHUDQRIILFHGHSRWZKLFKVKDOOLQYHVWSXUFKDVH
GHYHORSDQGPDUNHWSODWIRUPV\VWHPVRUDSSOLFDWLRQVIRUEXVLQHVVWR
EXVLQHVV809¶VSULQFLSDOSODFHRIEXVLQHVVLVORFDWHGDW
5HOLDQFH,7&HQWHU(5RGULJXH]-U$YH8JRQJ3DVLJ&LW\

6XEVLGLDULHV
7DIX
 60% owned by
Metroworks in 2017
(incorporation) until
disposal in 2019.

2ZQHUVKLSLQWHUHVWKHOGE\WKH
*URXS
'HFHPEHU





-XQH



2ZQHUVKLSLQWHUHVWKHOGE\
QRQFRQWUROOLQJLQWHUHVW
'HFHPEHU
-XQH







)

&RXQWU\RI
LQFRUSRUDWLRQ
3KLOLSSLQHV

0DLQDFWLYLW\
7DIX LVDGRPHVWLFFRPSDQ\LQFRUSRUDWHGDQGUHJLVWHUHGZLWK6(&
RQ-XO\SULPDULO\WRHVWDEOLVKRSHUDWHDQGPDQDJHEXVLQHVV
FHQWHUWKDWZLOOHQJDJHLQWKHFRQVWUXFWLRQEXLOGLQJDQGGHYHORSPHQW
RIKLJKWHFKQRORJ\FRPPXQLFDWLRQDQGWUDQVPLVVLRQIDFLOLWLHVDQG
LQWHOOLJHQWQHWZRUNV\VWHPVSURYLGHVHUYLFHVKLJKWHFKQRORJ\
VROXWLRQVUHVHDUFKDQGFRQVXOWDQF\RQLQIRUPDWLRQWHFKQRORJ\
RIILFHDXWRPDWLRQDQGFRPPXQLFDWLRQV\VWHPVWRLQFOXGHFRPSXWHU
VRIWZDUHGHYHORSPHQWWKURXJKDFTXLVLWLRQFRQVWUXFWLRQHUHFWLRQ
DVVHPEO\UHKDELOLWDWLRQH[SDQGLQJFRPPLVVLRQRSHUDWLQJDQG
PDLQWDLQLQJLQIRUPDWLRQFRPPXQLFDWLRQWHFKQRORJ\DQGQHWZRUN
IDFLOLWLHVDQGDQ\RWKHUUHODWHG,&7IDFLOLWLHVDQGRUVROXWLRQVWRFDUU\
RXWLQWKHEXVLQHVVFHQWHUDQRIILFHGHSRWZKLFKVKDOOLQYHVW
SXUFKDVHGHYHORSDQGPDUNHWSODWIRUPV\VWHPVRUDSSOLFDWLRQVIRU
EXVLQHVVWREXVLQHVV7DIX¶VSULQFLSDOSODFHRIEXVLQHVVLVORFDWHGDW
QG )ORRU3HDNVXQ%XLOGLQJ3ULQFHWRQ6W:DFNZDFN
0DQGDOX\RQJ&LW\

1.6

Acquisition of controlling interest in Pentagon and its subsidiaries

Pentagon and Metroworks
On August 23, 2019, the Parent Company acquired 99% equity interest in Pentagon from Pentastar for a
total cash consideration of P123,750,000, of which P40,750,000 remain unpaid as at June 30, 2020
(December 31, 2019 - P40,750,000). Accordingly, Pentagon and its subsidiary - Metroworks, became
subsidiaries of the Group.
The Group has assessed that the acquisition of Pentagon qualifies as a ‘common control business
combination’ as the combining entities are collectively controlled by the spouses Dennis Anthony H. Uy and
Maria Grace Y. Uy, acting in concert in exercising the voting rights of the Group, both before and after the
business combination. This is merely a reorganization of the business in preparation for a potential
transaction with no change in management and the controlling shareholders.
Accordingly, the Group has applied the pooling of interests method in accounting for the acquisition. Under
the pooling of interests method:
a. The consolidated financial statements of the Group as at June 30, 2020, December 31, 2019 and 2018
and for each of the six months ended June 30, 2020 and 2019 and of the years ended
December 31, 2019, 2018 and 2017 have been presented as if the Group had been in existence for all
periods presented;
b. The consolidated income statement reflects the results of the combining entities for the full year,
irrespective of when the combination took place; and
c. The assets and liabilities are brought into the consolidated financial statements at the existing carrying
amounts reported in the separate financial statements of the combining entities. The retained earnings
and other reserves recognized in the consolidated financial statements are the retained earnings and
other reserves of Pentagon and its subsidiaries immediately before the combination.
In addition:
a. The Group has also recognized non-controlling interest amounting to P312,500 representing ownership
interest held by individual shareholders in Pentagon at acquisition date.
b. In 2018, Pentastar subscribed to 99% equity interest in Pentagon for a total cash consideration of
P123,750,000, of which P40,750,000 remained unpaid at acquisition date. Net paid-up subscription
amounting to P83,000,000 has been presented as other reserves in the consolidated statement of
financial position and consolidated statement of changes in equity as at and for the year ended
December 31, 2018 (Note 23.7.3).
c. As a result of the Parent Company’s direct investment in Pentagon in 2019, other reserves amounting to
P83,000,000, which arose from Pentastar’s subscription in Pentagon shares as disclosed in Note 11, has
been reversed in the consolidated statement of changes in equity for the year ended
December 31, 2019.
Tafu, UMV, Connexiq and FKC
Tafu, UMV and Connexiq were incorporated in the Philippines on July 6, 2017, August 6, 2017 and
August 16, 2017, respectively. Metroworks acquired controlling interests in these entities on the same year.
FKC was incorporated in the Philippines on June 11, 2018. Pentagon acquired controlling interest in FKC on
the same year.

)

Accordingly, in applying the pooling of interests method, the financial information of Tafu, UMV, Connexiq
and FKC have been included in the consolidated financial statements from their respective dates of
incorporation.
The Group also recognized non-controlling interests in 2017 and 2018 amounting to P3,438,400 and
P49,000,000, respectively, representing capital infusion made by non-controlling shareholders in Tafu,
UMV, Connexiq and FKC.
1.7

Disposal of controlling interests in UMV, Connexiq, Tafu and FKC

On August 9, 2019, Metroworks executed the relevant deeds of conveyance to dispose all its shareholdings
in UMV, Connexiq and Tafu for P1 each to Emerald Jadeite Holding Co., Inc. (Emerald), an entity under
common control.
On August 23, 2019, Pentagon executed a deed of absolute sale to dispose all of its shareholdings in FKC for
P1 to Emerald.
On June 24, 2020, Pentastar sold majority of its shares in Emerald to a third-party which resulted in
Pentastar no longer exercising control or significant influence over FKC. Accordingly, FKC no longer
qualifies as a related party of the Group as at June 30, 2020.
Details of the difference between the consideration received and the net assets of the subsidiaries,
recognized as other charges to equity, at divestment dates are as follows:
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A transaction that is undertaken at other than fair value between entities under common control can be
argued, in substance, to have an element that is a transaction with a shareholder (that is, there exists a
notional capital contribution or distribution) (Note 23.7.6).
The Group has assessed, considering relationship with the entities and consideration received, that the
disposals of subsidiaries were in substance transactions with a shareholder. As such, the difference between
the consideration received and the net assets of the subsidiaries and non-controlling interests were
recognized as direct charges to retained earnings, under equity.
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Note 2 - Cash and cash equivalent
Cash and cash equivalent consist of:
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Cash in banks earn interest at the respective bank deposit rates. Short-term placement as at June 30, 2020
has a term of 30 days and earns an annual interest rate of 4.5% (December 31, 2019 - 2%; 2018 - nil)
Interest income earned from cash in banks and short-term placements are as follows:
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Note 3 - Trade and other receivables, net
Trade and other receivables, net consist of:
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Trade receivables consist of amounts due from residential and corporate subscribers, payment channels
and credit card companies. These are short-term, unguaranteed, unsecured, non-interest bearing and
collectible in cash with usual credit terms of 30 to 90 days.
Receivable from employees represent advances to employees for car and emergency loans which are
subject to salary deductions.
Advances to employees pertain to advances used in operations which are subject to liquidation within
30 to 60 days.
Other receivables include construction bonds, utilities and rental deposits expected to be recovered in the
form of cash within one year.
The movements in allowance for impairment of trade and other receivables are as follows:
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Provision for trade receivables recognized in profit or loss are as follows:
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Write-off of receivables that were not previously provided with allowance are as follows:
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Critical accounting estimates and assumptions and judgment: Recoverability of trade and other
receivables and due from related parties
From January 1, 2018, allowances for impairment of trade and other receivables and due from related
parties (Note 17) are calculated using expected credit losses (ECL). ECL are unbiased
probability-weighted estimates of credit losses which are determined by evaluating a range of possible
outcomes and taking into account past events, current conditions and assessment of future economic
conditions.
The Group has used relevant historical information and loss experience to determine the probability of
default of the receivables and due from related parties and incorporated forward-looking information,
which involved significant estimates and judgements.
The expected credit losses on trade receivables where simplified approach was used are estimated based
on the characteristics of the product and payment behavior of the subscriber at the reporting date
adjusted based on certain macroeconomic factors such as gross domestic product and inflation rate to
reflect the current and forward-looking information.
Any change in the Group’s assessment of the collectability of receivables and due from related parties
could impact the recorded carrying amounts of receivables, due from related parties and related
allowances for impairment.
Prior to January 1, 2018, allowances for impairment of trade and other receivables and due from related
parties are maintained at a level considered adequate to provide for potentially uncollectible receivables.
The level of provision is based on past collection experience and other factors that may affect
collectability. An evaluation of the receivables, designed to identify potential charges to the provision, is
performed on a continuous basis throughout the year.
Management evaluates specific accounts of subscribers who are unable to meet their financial obligations.
In these cases, management uses judgment based on the best available facts and circumstances, including
but not limited to, the length of relationship with the subscribers and the subscribers’ payment history.
The net carrying amounts of receivables and due from related parties at the end of the reporting period
and the amount and timing of recorded expenses would therefore differ based on actual experience and
changes in judgments made.
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Note 4 - Network materials and supplies, net
Network materials and supplies consist of:
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Customer premise materials primarily consist of modems, routers and related accessories necessary for
subscribers to access the Group’s internet service. It is issued and installed to subscribers and are
reclassified to customer premise equipment under property, plant and equipment upon activation of the
line.
The cost of network materials and supplies capitalized as part of property, plant and equipment and
recognized in profit or loss within cost of services are as follows:
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No network materials and supplies are pledged as collateral for the Group’s liabilities as at June 30, 2020,
December 31, 2019 and 2018.
There was no provision for inventory obsolescence recognized for the six months ended June 30, 2020
(six months ended June 30, 2019 - P13,079,466; years ended December 31, 2019 - P27,716,510; 2018 and
2017 - nil) (Note 13). There are no direct write-downs of network materials and supplies to net realisable
value due to damage, physical deterioration and obsolescence for the six months ended June 30, 2020
(six months ended June 30, 2019 - nil; years ended December 31, 2019 - nil; 2018 - P4,889,322; 2017 - nil).
Critical accounting judgment: Recoverability of network materials and supplies
Provision for network materials and supplies obsolescence is maintained at a level considered adequate to
provide for potential loss on network materials and supplies. The level of provision is based on past
experience and other factors affecting the recoverability and obsolescence of network materials and supplies.
An evaluation of network materials and supplies, designed to identify potential charges to the provision, is
performed on a continuous basis throughout the period.
Management uses judgment based on the best available facts and circumstances, including but not limited
to nature of network materials and supplies and technology trends which would affect the network materials
and supplies’ future recoverability and utilization. The amount and timing of recorded expenses for any
period would therefore differ based on the judgments made. A change in provision for network materials
and supplies obsolescence would impact the Group’s recorded expenses and current assets.
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Note 5 - Other current assets
Other current assets consist of:
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Current portion of advances to suppliers represents advances to contractors that will be applied as
payments inventory purchases.
Advances to fixed asset suppliers presented as part of non-current assets are as follows:
$GYDQFHVWRIL[HGDVVHWV
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Deferred input VAT relates to various purchases of goods and services which cannot be claimed yet as
credits against output VAT liabilities, pursuant to existing VAT rules and regulations. Deferred input VAT
can be applied against future output VAT liabilities as follows:
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Deferred input VAT due for credit beyond 12 months are presented as part of non-current assets in the
consolidated statements of financial position as at June 30, 2020, December 31, 2019 and 2018.
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Note 6 - Property, plant and equipment, net
Details and movements of property, plant and equipment, net are as follows:
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None of these properties are used as collateral for the Group’s liabilities.
Assets under construction includes the Group’s network equipment, fiber optic cabling projects, and ongoing network upgrade which are reclassified to
depreciable outside plant when assets become available for use.
As at June 30, 2020, the Group’s unpaid property, plant and equipment amounted to P2,599,599,193 (2019 - P3,167,706,922; 2018 - P1,206,935,322). These
are presented within trade payables under trade and other payables (Note 8) in the consolidated statement of financial position.
During the six months ended June 30, 2020, the Group entered into an agreement with entities under common control for the purchase of outside plant
assets for a total consideration of P199,060,462. The same assets were subsequently leasedback to the related parties for an indefinite period which the Group
can unilaterally terminate. At the inception of the lease, the Group derecognized the carrying amount of assets directly related to the lease amounting to
P199,060,462 and recognized a loss amounting to P32,715,872 (Note 15). Refer to Note 18 for further details.
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Acquisition of property, plant and equipment as shown in the consolidated statements of cash flows were
determined as follows:
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Self-constructed assets represent outside plant constructed by the Group or under management by the
Group’s in- house construction management company, Metroworks.
Capitalized borrowing costs are presented as part of financing activities in the consolidated statement of
cash flows. The capitalization rate used to determine the amount of borrowing costs to be capitalized is
the weighted average interest rate applicable to the Group’s general borrowings as follows:
6L[PRQWKVHQGHG-XQH
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Inventories capitalized as part of property, plant and equipment are considered as non-cash movements
for operating and investing activities in the consolidated statements of cash flows for the six months
ended June 30, 2020 and 2019 and for the years ended December 31, 2019, 2018 and 2017.
Depreciation expense are recognized as follows:
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Equipment under finance lease
Prior to the adoption of PFRS 16, the Group only recognized lease assets in relation to leases of
transportation equipment that were classified as ‘finance lease’ under PAS 17. As at December 31, 2018,
the carrying amount of transportation equipment held under finance lease amounted to P127,439,137.
Depreciation for the year ended December 31, 2018 amounted to P13,681,263. These assets were
reclassified to right-of-use assets upon adoption of PFRS 16 (Note 18).
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Critical accounting estimates and assumptions: Estimated useful lives of property, plant and
equipment, intangible assets and right-of-use assets
The useful lives of each of the Group’s property, plant and equipment, intangible assets (Note 7) and
right-of-use assets (Note 18) are estimated based on the period over which these assets are expected to be
available for use. Such estimation is based on a collective assessment of internal technical evaluation and
experience with similar assets. The estimated useful life of each asset is reviewed periodically and updated
if expectations differ from previous estimates due to physical wear and tear, technical or commercial
obsolescence and legal or other limits on the use of the asset. It is possible, however, that future results of
operations could be materially affected by changes in the amounts and timing of recorded expenses
brought about by changes in the factors mentioned above. A reduction in the estimated useful life of any
property, plant and equipment, intangible assets and right-of-use assets would increase the recorded
expenses and decrease non-current assets.
On January 1, 2020, management has assessed, based on internal technical evaluation, they will be able
to utilize outside plant assets for up to 25 years which is also aligned with industry practice. As such,
management has approved the change in estimated useful life of outside plant from 15 to 25 years. The
change in estimated useful life is considered a change in accounting estimate accounted for prospectively
by recognizing the effect of the change in the period of change and future periods until the end of the
useful life. The effect of this change on depreciation expense in current and future periods on assets
currently held are as follows:

'HFUHDVH LQFUHDVHLQ
GHSUHFLDWLRQH[SHQVH

6L[PRQWKV
HQGHG
-XQH


<HDUHQGLQJ
'HFHPEHU


<HDUHQGLQJ
'HFHPEHU


-DQXDU\
 
'HFHPEHU


-DQXDU\
 
'HFHPEHU -DQXDU\ 

2QZDUGV













Critical accounting judgment: Recoverability of property, plant and equipment, intangible assets and
right-of-use assets
Property, plant and equipment, intangible assets (Note 7) and right-of-use assets (Note 18) are reviewed
for impairment whenever events or changes in circumstances indicate that the carrying amount may not
be recoverable. An impairment loss would be recognized whenever evidence exists that the carrying value
is not recoverable.
Management believes that there are no events or changes in circumstances that indicate that the carrying
amount of its property, plant and equipment, intangible assets and right-of-use assets maybe impaired as
at June 30, 2020, December 31, 2019 and 2018.
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Note 7 - Intangible assets, net
Intangible assets, net consist of:
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Customer list represents a list of known, identifiable subscribers that contains information about these
subscribers, such as name and contact information (Note 17).
Telecommunication franchise (Note 1.1) represents costs to obtain its franchise to construct, install,
establish, operate and maintain telecommunications systems throughout the Philippines, which includes
direct lawyers’ fees, registration fees, application fees and other direct costs incurred by the Group.
As at June 30, 2020, the Group’s unpaid software and licenses amounting to P178,153,364 is presented as
part of trade and other payables (Note 8) (December 31, 2019 - P27,278,564; 2018 - unpaid customer list of
P311,387,871 presented as part of due to related parties (Note 17)) in the consolidated statement of financial
position).
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Acquisitions of intangible assets as shown in the consolidated statements of cash flows were determined
as follows:
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Amortization expense recognized in profit or loss are as follows:

&RVWRIVHUYLFHV
*HQHUDODQGDGPLQLVWUDWLYHH[SHQVH

1RWHV



6L[PRQWKVHQGHG-XQH









<HDUHQGHG'HFHPEHU













Note 8 - Trade and other payables
Trade and other payables consist of:
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Trade payables are non-interest bearing and are normally settled within 30 days to 90 days.
Subscribers’ deposits pertain to cash bonds paid by the subscribers as deposits to cover for any loss or
damage to certain network assets (e.g. customer premise materials) and other accessories installed in their
premises, as well as to cover anticipated losses on default payments. Non-current portion of subscribers’
deposits amounting to P702, 876,104 as at June 30, 2020 (December 31, 2019 - P491,831,373;
2018 - P94,604,975) are presented as part of non-current liabilities in the consolidated statement of
financial position.
Accruals for subcontracting services mainly pertain to accruals for unbilled subcontracted projects
completed as at reporting date. Accruals for leases as at June 30, 2020 and December 31, 2019 represents
accruals for short-term leases (2018 - operating leases). Other accrued expenses mainly pertain to accruals
for outside services, professional fees and utilities.
Deferred output VAT represents the VAT portion of the uncollected invoices.
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The movements in provision for employee benefits are as follows:
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Provision for employee benefits recognized in profit or loss as part of personnel costs under cost of services
and general and administrative expenses are as follows:
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The carrying amounts of trade and other payables as at June 30, 2020, December 31, 2019 and 2018
approximate its fair values due to its short-term maturities.
Note 9 - Loans payable
Bank 1 - Credit Facility A
On March 5, 2015, the Parent Company, Comclark and entities under common control (collectively, the
“Borrowers”), entered into a long-term and revolving credit facilities agreement of P1.6 billion in
aggregate with a local bank (Bank 1). The facilities agreement was initially secured by real estate
mortgages owned by Comclark and other related parties, joint and solidarity suretyship of some
shareholders, cross default/surety arrangement among the Borrowers and corporate suretyship of a thirdparty mortgagor. On November 28, 2018, the related long-term loan facility agreement was amended to
remove the security provisions over the payment of the loan principal and interests thereon and make the
facility on a clean line basis. The long-term loan of P500 million is available via staggered releases with
drawdown period of five (5) years valid from the initial drawdown while the revolving credit facilities
amounting to P1.1 billion are valid until January 31, 2017 and are available via 360-day promissory note.
The long-term loan has a maximum term of up to five (5) years from the initial drawdown and payable in
equal monthly/quarterly installments commencing after the allowable grace period from drawdown.
Drawdowns from the facilities are subject to interest at prevailing market rate and subject to repricing.
In 2015 and 2017, the Borrowers availed P420 million and P80 million long-term loans, respectively. As
at December 31, 2017, the Borrowers have fully exhausted the credit facility. As at June 30, 2020, the
Borrowers are in repayment period with outstanding balance amounting to P63.25 million
(December 31, 2019 - P94.88 million; December 31, 2018 - P158.13 million). Interest rates for the six
months ended June 30, 2020 is 5.25% per annum (December 31, 2019 - 6.13%; 2018 - 5.58% per annum).
Bank 1 - Credit Facility B
On June 1, 2017, the Borrowers entered into a new revolving and long-term credit facility agreement of
P1.5 billion and P2.0 billion, respectively, with Bank 1. The revolving credit facilities are valid until
June 30, 2018 and are available via 360-day promissory notes. The long-term loan is available via
staggered releases with a drawdown period of one (1) year from the date of initial availment, provided, the
initial availment should be made not later than November 28, 2017. The long-term loan shall be for a
maximum term of up to seven (7) years inclusive of one (1) year grace period on principal payment from
and after the date of drawdown. Proceeds from the long-term loan agreement are to be used exclusively to
finance the Group’s various operational capital expenditure requirements.
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The long-term loan was secured by real estate mortgages owned by Comclark and other related parties,
joint and solidarity suretyship of some shareholders, cross default/surety arrangement among the
Borrowers and corporate suretyship of a third-party mortgagor. Drawdowns from the facilities are subject
to interest at prevailing market rate and are repriceable every 30-90 days.
In 2017 and 2018, the Borrowers availed P190 million and P1.14 billion long-term loans, respectively,
payable in equal quarterly installments starting February 4, 2019.
On January 18, 2019, the above long-term loan facility agreement was amended to extend the availment
period from one (1) year valid until November 24, 2018 to two (2) years valid until November 24, 2019
and to remove security provisions over the payment of the loan principal and interests thereon. On the
same date, the Borrowers availed an additional P500 million, payable in equal quarterly installments
starting February 4, 2019. Unused credit facility amounting to P170 million as of November 24, 2019 was
permanently expired. As at June 30, 2020, the Borrowers are in repayment period with outstanding loans
amounting to P1.37 billion (December 31, 2019 - P1.53 billion; December 31, 2018 - P1.33 billion).
Interest rates for the six months ended June 30, 2020 ranged from 5.25% - 5.75% per annum
(December 31, 2019 - 5.75% - 7.13% per annum; 2018 - 3.25% to 4.00% per annum).
Bank 1 - Credit Facility C
In 2018, the Parent Company entered in unsecured short-term loans with an aggregate amount of
P516.82 million payable upon maturity within 12 months from drawdown date. The unsecured
short-term loans bear interest rates ranging from 3.25% - 5.30% per annum, repriceable at the discretion
of the bank. In 2019, the loan was repaid in full and the credit facility has been expired. As at
June 30, 2020, the Parent Company have no outstanding balance from this credit facility (December 31,
2019 - nil; December 31, 2018 - P186.55 million).
Bank 1 - Credit Facility D
On June 4 and June 17, 2019, the Parent Company entered in trust receipt agreements amounting to
P67.15 million and P191.83 million, payable in lump sum on September 2 and September 13, 2019,
respectively, both with fixed interest rate of 6.13% per annum. In 2019, the loan was repaid in full and the
credit facility has been expired. As at June 30, 2020 and December 31, 2019, the Parent Company have no
outstanding balance from this credit facility.
Bank 1 - Credit Facility E
On December 23, 2019, the Group entered into a new unsecured long-term credit facility agreement with
Bank 1 amounting to P5.0 billion to finance its on-going network rollout. The facility is available via
staggered releases with drawdown period valid until two (2) years from the initial borrowing date or until
the facility is fully drawn, whichever comes earlier. The long-term loan has a maximum term of seven (7)
years from the initial drawdown.
On December 26, 2019 and on January 17, 2020, the Parent Company availed P3.0 billion and P2.0
billion long-term loans both with fixed interest rate of 4.92% and payable in equal quarterly payments
starting March 2022. As at June 30, 2020, the Parent Company have fully exhausted the credit facility
(December 31, 2019 - P2.o billion available credit facility).
Bank 1 - Credit Facility F
On May 11, 2020, the Parent Company entered into a new unsecured long-term credit facility agreement
with Bank 1 amounting to P15.0 billion to partially finance its on-going nationwide network roll-out. The
facility shall be available via multiple borrowings which can be availed until June 5, 2024. Each loan
borrowing shall be for a maximum term of seven (7) years from the date of initial drawdown of the same
calendar year and payable in equal quarterly installments commencing at the end of the allowed grace
period. As at June 30, 2020, the Parent Company have not drawn down any amount from this long-term
credit facility.
)

Bank 2 - Credit Facility A
On June 27, 2018, the Parent Company entered into an Omnibus line agreement with Bank 2 amounting
to P1.5 billion. Drawdowns from the facility are subject to interest at prevailing market rate, repriceable
quarterly. The principal shall be payable on a lump sum basis on its maturity date.
On August 6 and August 15, 2018, the Parent Company availed P150 million and P200 million
short-term loans payable in lump sum on August 1 and August 9, 2019, respectively, both with interest
rates of 4.25% per annum, subject to repricing as determined by the bank. On September 19, 2018,
additional short-term loan was availed amounting to P400 million with interest rate of 4.75% per annum,
payable in lump sum on September 13, 2019. These short-term loans were fully paid by the Parent
Company at maturity date.
On December 6, 2018, the Parent Company availed P300 million loan payable in lump sum on
March 27, 2020 with an interest rate of 6% per annum until November 23, 2019 and 5.75% per annum
until March 27, 2020. On June 13, 2019, an additional loan was availed amounting to P430 million
payable in lump sum on June 5, 2020 with an interest rate of 6.75% per annum. These short-term loans
were fully paid by the Parent Company at the maturity date.
On December 10, 2019, the facility agreement was updated to extend the availability of the credit line to
December 30, 2020. As at June 30, 2020, the Parent Company has no outstanding balance from this
facility (December 31, 2019 - P730 million; December 31, 2018 - P1.05 billion). The Parent Company has
available credit facility of P1.5 billion as at June 30, 2020 (December 31, 2019 - P770 million;
December 31, 2018 - P450 million).
Bank 2 - Credit Facility B
On October 23, 2018, the Group entered into a new unsecured long-term credit facility agreement
amounting to P2 billion to finance its on-going network rollout. The facility is available until
September 30, 2019. The long-term loan has a maximum term of five (5) years from the release of the
loan proceeds and payable in equal quarterly installments commencing after the allowable grace period
from drawdown. As at December 31, 2018, this credit facility remained unused.
On March 7, April 4, and June 18, 2019, the Parent Company availed P500 million, P900 million and
P200 million, all with interest rate of 5.25% per annum and payable in 12 equal quarterly payments
starting June 7, 2021. On December 10, 2019, this credit facility was updated extending the availability
period of the remaining available credit facility until December 30, 2020. As at June 30, 2020 and
December 31, 2019, outstanding balance from this facility amounted to P1.6 billion (December 31, 2018 nil). The Group has an available credit facility of P400 million as at June 30, 2020 and
December 31, 2019.
Bank 3 - Credit Facility A
On July 3, 2019, the Parent Company entered into an unsecured long-term credit facility agreement with
another local bank (Bank 3) amounting to P5.0 billion to be used exclusively for capital expenditures. The
facility is available for a period of 24 months from execution of the agreement. The long-term loan has a
maximum term of ten (10) years from the date of the initial drawdown and payable in equal quarterly
installments commencing after the allowable grace period from drawdown.
On July 12, 2019 and January 24, 2020, the Parent Company availed P1.0 billion and P1.5 billion
long-term loans, respectively, both payable at 32 equal monthly payments starting October 12, 2021.
Interest rates are 5.98% and 5.55% per annum, respectively, subject to repricing as determined by the
bank. As at June 30, 2020, outstanding balance from this credit facility amounted to P2.5 billion
(December 31, 2019 - P1.0 billion). The Parent Company has an available credit facility of P2.5 billion as
at June 30, 2020 (December 31, 2019 - P4.o billion).
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Bank 3 - Credit Facility B
On February 20, 2020, the Parent Company entered into a new unsecured revolving credit line agreement
with Bank 3 for a total of P2.0 billion which can be drawn until March 31, 2021. The loan is available up to
180 days from the date of promissory notes and renewable by up to 180 days but not exceeding 360 days.
Drawdowns from the facility are subject to interest at prevailing market rate as determined by the bank.
As at June 30, 2020, the Parent Company have not drawn down any amounts from this credit line.
Bank 4 - Credit Facility A
In October and November 2017, the Parent Company entered into unsecured short-term loans with an
aggregate amount of P135 million payable upon maturity within 3 months from the drawdown date. The
short-term loans bear interest rate of 2.5% per annum. In 2018, the loan was repaid in full and the credit
facility has expired. As of June 30, 2020, December 31, 2019, and 2018, the Parent Company have no
outstanding balance from this credit facility.
The Group has the following unused credit lines from the local banks:
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The current and non-current portion of the loans payable are as follows:
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The movements in loans presented in the consolidated statements of financial position and consolidated
statements of cash flows are as follows:
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The details and movements in interest payable presented under trade and other payables in the
consolidated statements of financial position and consolidated statements of cash flows are as follows:
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The loan agreements with banks provide for certain restrictions and requirements. The more significant
covenants are as follows:
x

prohibition on the payment of dividends or distribution of any other income or capital to its
shareholders at any time, without prior consent of the bank, when its financial covenants under
the agreement are not complied with;

)

x
x
x
x

prohibition on the payment of any discretionary management bonuses or profit sharing at any
time, without prior consent of the bank, when any amount due and payable by the Group under
the agreement is in arrears;
prohibition to materially change its ownership structure, control and management whether direct
or indirect, without prior consent of the bank;
prohibition of selling, transfer or disposal of all or substantially of assets outside the ordinary
course of business, without prior consent of the bank; and
requirement to maintain a specific level of debt service coverage ratio.

The Group is in full compliance with its loan covenants as at and for the six months ended June 30, 2020
and 2019 and for the years ended December 31, 2019 and 2018.
Note 10 - Retirement benefit obligation
The Group recognized the amount of unfunded retirement benefits for its qualified employees following
the minimum requirement benefit required by Republic Act 7641 - Retirement Pay Law. An independent
actuary conducts a periodic actuarial valuation of the defined benefit plan using the projected unit credit
method.
The retirement benefit obligation recognized in the consolidated statement of financial position as at
June 30, 2020 amounted to P64,091,662 (December 31, 2019 - P30,940,684; 2018 - P64,915,090).
The movements in the present value of the defined benefit obligation are as follows:
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The components of retirement benefit expense are as follows:
6L[PRQWKVHQGHG-XQH
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The retirement benefit expense is recognized as follows:
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Movements in the reserve for remeasurements of retirement benefit obligation are as follows:
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Remeasurement (loss) gain on retirement benefit obligation, net of tax presented in the consolidated
statements of comprehensive income are as follows:
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The principal actuarial assumptions used were as follows:
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Discount rate
The discount rate is determined by reference to yields on long-term Philippine treasury bonds and
adjusted to reflect the term similar to the estimated term of the benefit obligation as determined by the
actuary as at the end of the reporting period as there is no deep market in high quality corporate bonds in
the Philippines.
Salary increase rate
Salary increase rate is the expected long-term average rate of salary increase taking into account inflation
sensitivity, promotion and other market factors. Salary increase comprise of the general inflationary
measure plus a factor increase for individual productivity, merit and promotion. The salary increase rate
is set by management over the period which benefits are expected to be paid.
Demographic assumptions
Assumptions regarding future mortality and disability are set based on published statistics and
experience in the Philippines.
Other key assumptions for retirement benefit obligation are based in part of current market conditions.
Expected maturity analysis of undiscounted retirement benefits are as follows:
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The weighted average duration of the defined benefit obligation as at June 30, 2020 is 10.5 years
(December 31, 2019 - 12.5 years; 2018 - 14.3 years).

)

Critical accounting estimates and assumptions: Principal assumptions for estimation of retirement
benefit obligation
The determination of the Group’s retirement benefit obligation is dependent on the selection of certain
assumptions used by the actuary in calculating such amount. Those assumptions include among others,
discount rate and salary increase rate. Actual results that differ from the Group’s assumptions generally
affect the recognized expense and recorded obligation in such future periods. One or more of the actuarial
assumptions may differ significantly and as a result, the actuarial present value of the defined benefit
obligation estimated at the reporting dates may differ significantly from the amounts reported.
The sensitivity of the retirement benefit obligation to changes in the principal actuarial assumptions is as
follows:
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The sensitivity analyses are based on a change in an assumption while holding all other assumptions
constant. In practice, this is unlikely to occur, and changes in some of the assumptions may be correlated.
When calculating the sensitivity of the defined benefit obligation to significant actuarial assumptions the
same method (present value of the defined benefit obligation calculated with the projected unit credit
method at the end of the reporting period) has been applied as when calculating the retirement benefit
obligation recognized within the consolidated statements of financial position.
The method and types of assumptions used in preparing the sensitivity analysis did not change compared
to the previous periods.

)

Note 11 - Equity
Share capital
Details of share capital are as follows:
-XQH
1XPEHURI
VKDUHV
$PRXQW
$XWKRUL]HGVKDUHVDW
3SDUYDOXHSHUVKDUH
&RPPRQ
&RQYHUWLEOH SUHIHUUHG
7RWDO
,VVXHGDQGRXWVWDQGLQJDW
3SDUYDOXHSHUVKDUH
&RPPRQ
%HJLQQLQJ
,VVXDQFH
(QGLQJ
&RQYHUWLEOH SUHIHUUHG
%HJLQQLQJ
,VVXDQFH
(QGLQJ
7RWDO

'HFHPEHU
1XPEHURI
VKDUHV
$PRXQW

'HFHPEHU
1XPEHURI
VKDUHV
$PRXQW















































































There are no movements in share capital for the six months ended June 30, 2019 and year ended
December 31, 2017.
On December 28, 2018, the Parent Company’s BOD and stockholders approved t0 amend the Articles of
Incorporation to change the Group’s authorized capital stock from 500 million common shares with P10
par value to 435 million common shares and 65 million convertible preferred shares, all with P10 par
value per share. On April 29, 2019, the SEC has approved the amendments to the Articles of
Incorporation.
On August 23, 2019, the Group issued 30,681,818 convertible preferred shares with a total par value of
P306,818,180 for a total consideration of US$135 million or P7,056,450,000. The issuance of the shares
resulted in the recognition of P6,749,631,820 additional paid-in capital, net of P208,440,000 transaction
costs, in the consolidated statement of financial position.
On February 7, 2020, the Group has issued additional 20,454,545 convertible preferred shares with a total
par value of P204,545,450 for a total consideration of US$90 million or P4,567,949,670, resulting to
additional paid-in capital of P4,363,404,220, net of P2,045,456 transactions costs, in the consolidated
statement of financial position.
Each common share confers upon a shareholder: a) the right to vote at any shareholders’ meeting or on any
resolution of the shareholders; and b) the right to distribution of income on a pari passu basis with all other
shareholders based on actual shareholding percentage.
Each convertible preferred share confers upon a shareholder: a) the right to vote at any shareholders’
meeting or on any resolution of the shareholders; and b) the right to distribution of income on a pari passu
basis with all other shareholders based on actual shareholding percentage. Each convertible preferred share
shall be convertible into a fully paid ordinary share on a one-to-one basis.

)

In the event of an exit, liquidation, dissolution or winding-up of the Parent Company, each convertible
preferred shareholders, in respect of each convertible preferred shares, shall have the right to: a) issue a
conversion notice and share in the proceeds pari passu with all other shareholders based on its actual
shareholding percentage; or b) receive, out of the liquidation or sale proceeds from the liquidation event,
prior to any payments to the holders of common shares, an amount equal to the relevant subscription
amount in respect of the convertible preferred shares.
Amendments to the Articles of Incorporation
As discussed in Note 1.1, the following amendments to the Articles of Incorporation, among others, have
been approved by the Parent Company’s BOD and stockholders, pending approval by the Philippine SEC:
a. The authorized capital stock of the Parent Company is P5,000,000,000, divided into:
(i) 16,900,000,000 common shares with a par value of P0.25 per share; (ii) 3,060,000,000
preferred shares with a par value of P0.25 per share; and (iii) 4,000,000,000 preferred B shares
with a par value of P0.0025 per share;
b. The preferred shares and preferred B shares of each and any series may, or may not be convertible
and may or may not be reissuable and may or may not be entitled to any participation or share in
the retained earnings after dividend payments shall have been made on the preferred shares; and
c. The stockholders of the Parent Company shall have no pre-emptive right to subscribe to any issue
or disposition of shares of any class of the Corporation.
Retained earnings
a. Appropriation
On June 11, 2018, the Group’s BOD approved the expansion of the Group’s outside plant in South Luzon
and the acquisition of equipment related to technology in the next one to five years. On the same date, the
Group’s BOD approved the appropriation of retained earnings amounting to P1.0 billion to fund the
planned infrastructure expansion projects.
On December 27, 2018, the Group’s BOD also approved the appropriation of additional P1.2 billion
retained earnings to fund the Group’s planned infrastructure expansion projects discussed above.
On June 8, 2020, the Group’s BOD approved the release of appropriated retained earnings amounting to
P2.2 billion as a result of the completion of the planned infrastructure expansion in Luzon and
acquisitions of equipment.
b. Dividend declarations
On July 3, 2019, Pentagon’s BOD authorized and approved the declaration of cash dividends to its
common shareholders of record as of the said date, out of the retained earnings as at December 31, 2018,
amounting to P192,000,000, which was later corrected via an amended resolution to P190,000,000 or
P152 per share.
On August 15, 2019, the Parent Company’s BOD authorized and approved the declaration of the following
cash dividends to its common shareholders of record as of August 22, 2019, out of the unappropriated
retained earnings as at December 31, 2018:
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As at June 30, 2020, outstanding dividends payable arising from the dividend declarations above
amounting to P190,000,000 is presented as part of current liabilities in the consolidated statement of
financial position (December 31, 2019 - P807,651,604 - after foreign currency exchange revaluation).
)

Other equity reserves
In 2018, Pentastar subscribed to 99% equity interest in Pentagon for a total cash consideration of
P123,750,000, of which P40,750,000 remained unpaid as at acquisition date. Net paid-up subscription
amounting to P83,000,000 has been presented as other reserves in the consolidated statement of financial
position and consolidated statement of changes in equity as at and for the year ended December 31, 2018
(Note 23.7.3).
On August 23, 2019, the Parent Company acquired 99% equity interest in Pentagon from Pentastar for a
total cash consideration of P123,750,000, of which P40,750,000 remain unpaid as at June 30, 2020
(December 31, 2019 - P40,750,000). Accordingly, other reserves amounting to P83,000,000 has been
reversed in the consolidated statement of changes in equity for the year ended December 31, 2019.
Note 12 - Revenue from contracts with customers
Disaggregation of revenue
Below is the disaggregation of the Group’s revenue from contracts with customers recognized over time:
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Deferred contract costs
Deferred contract costs pertain to incremental costs incurred to obtain and fulfill the contract with
subscribers. These are capitalized and subsequently amortized on a straight-line basis over the term of the
subscription contract. Details are as follows:
Costs to obtain contracts with customers:
6XEVFULEHUVDFTXLVLWLRQFRVWVQHW RI
DPRUWL]DWLRQ
Costs to fulfill contracts with customers:
,QVWDOODWLRQFRVWVQHWRI DPRUWL]DWLRQ
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These are presented as deferred contract costs in the consolidated statements of financial position as
follows:
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Movements in the deferred contract costs are as follows:
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Amortization of capitalized deferred contract costs presented as part of cost of services (Note 13) in profit or
loss are as follows:
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Contract liabilities
Contract liabilities, recorded as deferred revenues in the consolidated statement of financial position,
amounting to P389,766,714 as at June 30, 2020 (December 31, 2019 - P281,433,473; 2018 - P152,293,285)
represent outright payments of installation service fees which are recognized as revenue on a straight-line
basis over the term of the subscription contract. Current and non-current portion of deferred revenues are
as follows:
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The increase in deferred revenues as at June 30, 2020 was due to the increase in overall contract
activity.
The following table shows the rollforward analysis of contract liabilities:
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Revenue from amortization of contract liabilities recognized in profit or loss are as follows:
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Note 13 - Cost of services
The components of cost of services are as follows:
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Bandwidth and leased line costs mainly pertain to the costs for transmitting data through signals from both
local and foreign suppliers.

)

Rent consists of costs incurred in relation to short-term leases and other agreements for the use of
third-party structures necessary in providing services to subscribers that did not qualify as leases under
PFRS 16, Leases.
Note 14 - General and administrative expenses
The components of general and administrative expenses are as follows:
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Rent represents costs incurred in relation to short-term leases.
Miscellaneous expense include postage, penalties, operational bank charges, delivery expense and other
removal costs of fiber optic cables.
Note 15 - Other income (loss), net
The components of other income (loss), net are as follows:
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During the year ended December 31, 2016, the Group recognized provision for contingencies amounting
to P40,268,103. Provision for contingencies represents the Group’s best estimate of the probable cost that
may arise from certain ongoing operational contingencies in the ordinary course of business.
)

During the year ended December 31, 2018, the Group has settled the provision amounting to
P32,017,834. Reversal for the year ended December 31, 2018 amounting to P8,250,269 pertains to
portion of the provision for which the Group has already been discharged of the related obligation.
Miscellaneous income mainly relates to reversal of long outstanding payables of the Group since obligations
were determined to be no longer existing.
Note 16 - Income taxes
Deferred income tax (DIT)
DIT assets (liabilities), net represent the tax effects of the following temporary differences:
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The Tax Return Act of 1997 (the “Act”) introduced net operating loss carry-over (NOLCO) as a deduction
from taxable income for the three consecutive years immediately following the year such loss was
incurred.
The Group did not recognize deferred income tax assets arising from NOLCO of Pentagon because
management has assessed there will be no future taxable income against which the benefits of these tax
assets can be utilized. Details of the Group’s unrecognized DIT assets arising from NOLCO are as follows:
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The movement in DIT assets (liabilities) are as follows:
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The tax rate used in computing the DIT assets (liabilities) as at June 30, 2020 is 30%
(December 31, 2019 - 30%; 2018 - 18%). This is the applicable rate at which the Group expects the related
DIT assets (liabilities) to be realized (settled).
Income tax expense
The components of income tax expense as shown in the consolidated statements of total comprehensive
income are as follows:

&XUUHQW
'HIHUUHG

6L[PRQWKVHQGHG-XQH









<HDUHQGHG'HFHPEHU













The Parent Company opted for the itemized deduction to be deducted from the gross income in arriving
at the taxable income for the six months ended June 30, 2020 (six months ended June 30, 2019 and years
ended December 31, 2019 and 2018 - optional standard deduction; year ended
December 31, 2017 - itemized deduction) while the subsidiaries opted for the itemized deduction for the
six months ended June 30, 2020 (six months ended June 30, 2019 and years ended December 31, 2019,
2018 and 2017 - itemized deduction).
The reconciliation of income tax expense computed at the statutory income tax rate to the income tax
expense as reflected in the consolidated statements of total comprehensive income are as follows:
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Critical accounting judgment: Income taxes
Significant judgment is required in determining the income tax expense recognized in profit or loss.
There are some transactions and calculations for which the ultimate tax determination is uncertain in the
ordinary course of business. The Group recognizes liabilities for anticipated tax assessment issues when it
is probable. The liabilities are based on assessment and judgment of whether additional taxes will be due.
Where the final tax outcome of these matters is different from the amounts that were initially recorded,
such differences will impact the Group’s income tax and related liability in the period in which such
determination is made.

)

The recognition of DIT assets depends on management’s assessment of the probability and available
future taxable income against which the temporary difference can be applied. The Group reviews the
carrying amount of its DIT assets at the end of each reporting period and reduces the amounts to the
extent it is no longer probable that sufficient taxable profit will allow all or part of its DIT assets to be
utilized. Management has assessed during the reporting periods that the Group will be able to generate
sufficient future taxable income against which the temporary differences can be applied.
Further, the computation for income taxes and related balances have been made within the context of full
PFRS. There is no significant difference in the recorded amounts had the computation was made under
PAS 34.

)

Note 17 - Related party transactions and balances
Transactions and balances with related parties are presented as follows:
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Due from related parties are short-term in nature, unguaranteed and unsecured, non-interest bearing and collected in cash on a gross basis.
No allowance for impairment of due from related parties was recognized as these are determined to be fully collectible as at June 30, 2020 and
December 31, 2019 and 2018.
Specific terms for each related party transactions are as follows:
(a) These are collections made on behalf of the Group by related parties for certain collections from the same subscribers. These are generally collectible
within 1 year, unsecured, unguaranteed and non-interest bearing. As at June 30, 2020, management has assessed that portion of the receivables
amounting to P260,368,684 are collectible after 1 year. As such, this amount was presented as part of non-current assets in the consolidated statement of
financial position.
(b) In the ordinary course of business, the Group pays certain expenses on behalf of its related parties. Such expenses are accordingly reimbursed at cost from
related parties. All outstanding balances are short-term, unguaranteed, unsecured, non-interest bearing and collectible in cash at given amount upon
demand, but not later than 12 months from reporting date.
(c) The Group has sold property, plant and equipment to a related party. These are collectible based on a credit term of 30 to 90 days, unsecured,
unguaranteed and non-interest bearing. No gain or loss recognized on the aforementioned sale of property, plant and equipment.
(d) These are receivables from related parties for retirement benefit obligation assumed by the Group for the employees transferred during 2019. These are
billed at cost and are collectible based on a credit term of 30 days, unsecured, unguaranteed and non-interest bearing.

)

(e) The Group has transferred network materials and supplies to related parties at an agreed mark-up.
Gross amounts presented above are collectible based on a credit term of 30 to 90 days, unsecured,
unguaranteed and non-interest bearing. Net gain or loss on the aforementioned transfer of network
materials and supplies are recognized as part of other income (expense) in profit or loss (Note 15).
(f) The Group has management service agreements with related parties whereby the Group provides
general management services such as administrative and finance support. The fee for the
management services are based on agreed fixed rate per month. The agreements are renewable on an
annual basis at terms and rates agreed upon by parties. These are collectible in cash based on credit
term of 30 days, unsecured, unguaranteed and non-interest bearing.
(g) The Group has made advances to its related parties for use in normal operations. These are generally
short-term, non-interest bearing and are collectible in cash upon demand. As at June 30, 2020,
management has assessed that portion of the receivables amounting to P32,000,030 are collectible
after 1 year. As such, this amount was presented as part of non-current assets in the consolidated
statement of financial position.
(h) During the six months ended June 30, 2020, the Group entered into an agreement with entities
under common control for the purchase of outside plant assets for a total consideration of
P199,060,462. The same assets were subsequently leasedback to the related parties for an indefinite
period which the Group can unilaterally terminate. Refer to Note 18 for further details.
(i) On May 18, 2020, the Group has purchased 10 exchangeable bonds from its Ultimate Parent for
USD2,000,000 (P104,510,000). The exchangeable bonds have an aggregate face value of
USD2,000,000, a term of 30 years and with interest rate of 3% per annum. Each exchangeable bond
note confers the right to purchase 5,000 common shares of certain entities under common control.
Refer to Note 22.1 for further details.
(j) In 2018, the Group made advances to FKC that were supposed to be applied as payment for
construction of assets. The advances remained unutilized as at December 31, 2019 and 2018. These
were fully collected during the six months ended June 30, 2020. Transactions and balances with FKC
were only reflected in the consolidated financial statements upon the Group’s divestment of its
controlling interest in FKC to Emerald on August 23, 2019. Prior to divestment date, FKC was
considered a subsidiary and therefore, transactions and balances were eliminated from the
consolidated financial statements. On June 24, 2020, Pentastar sold majority of its shares in Emerald
to a third-party which resulted in Pentastar no longer exercising control or significant influence over
FKC. Accordingly, FKC no longer qualifies as a related party of the Group as at June 30, 2020
(Note 1.7).
(k) The Group makes advance payments to FKC that will be applied as payments for construction of
property, plant and equipment. These are presented as part of advances to fixed assets suppliers in
non-current assets until applied against the billings of FKC. Transactions and balances with FKC were
only reflected in the consolidated financial statements upon the Group’s divestment of its controlling
interest in FKC to Emerald on August 23, 2019. Prior to divestment date, FKC was considered a
subsidiary and therefore, transactions and balances were eliminated from the consolidated financial
statements. On June 24, 2020, Pentastar sold majority of its shares in Emerald to a third-party which
resulted in Pentastar no longer exercising control or significant influence over FKC. Accordingly, FKC
no longer qualifies as a related party of the Group as at June 30, 2020 (Note 1.7).

)

6L[PRQWKVHQGHG-XQH


Trade payables
Subcontractor costs
(QWLW\XQGHUFRPPRQFRQWURO
Accruals
Service fees (Note 13)
(QWLWLHVXQGHUFRPPRQFRQWURO
Bandwidth cost (Note 13)
,PPHGLDWHSDUHQWFRPSDQ\
(QWLW\XQGHUFRPPRQFRQWURO
Rental expenses
,PPHGLDWHSDUHQWFRPSDQ\
(QWLWLHVXQGHUFRPPRQFRQWURO
Purchase of outside plant (Note 18)
(QWLWLHVXQGHUFRPPRQFRQWURO
Due to related parties
Acquisition of customer lists (Note 7)
(QWLW\XQGHUFRPPRQFRQWURO
Reimbursements of expenses to related parties
,PPHGLDWHSDUHQWFRPSDQ\
(QWLWLHVXQGHUFRPPRQFRQWURO
Purchase of network materials and supplies
(QWLW\XQGHUFRPPRQFRQWURO
Advances to purchase financial assets
6KDUHKROGHU
Lease liabilities
,PPHGLDWHSDUHQWFRPSDQ\
(QWLWLHVXQGHUFRPPRQFRQWURO
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6L[PRQWKVHQGHG-XQH


Dividends payable (Note 11)
Shareholders
Key management compensation
Key management personnel
6DODULHVDQGRWKHUVKRUWWHUPEHQHILWV
5HWLUHPHQWEHQHILWV
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Due to related parties are short-term in nature, unguaranteed and unsecured, non-interest bearing and payable in cash on a gross basis. Specific terms for
each related party transactions are as follows:
(l) The Group engages an entity under common control for the construction of parts of its terrestrial backbone. The related costs are capitalized as part of
property, plant and equipment. These are payable based on a credit term of 30 to 90 days, unsecured, unguaranteed and non-interest bearing.
Transactions and balances with the said entity were only reflected in the consolidated financial statements upon the Group’s divestment of its controlling
interest in the said entity on August 23, 2019 (Note 1.6). Prior to divestment date, the said entity was considered a subsidiary and therefore, transactions
and balances were eliminated from the consolidated financial statements.
(m)The Group pays a fixed fee to related parties for providing services to common subscribers. These accrued expenses are payable upon demand,
unguaranteed and non-interest bearing.
(n) Reimbursements of bandwidth costs based on actual expenses incurred plus margin. Payables included under accrued expenses are settled in cash on
demand and are non-interest bearing.
(o) The Group has existing agreements with its immediate parent company and certain entities under common control for the lease of certain office space and
warehouse. Beginning January 1, 2019, the Group has accounted for this lease agreements under PFRS 16 and has recognized right-of-use asset and the
related lease liability (Note 18) except for certain short-term leases which are still accounted for under operating leases as allowed under PFRS 16. Prior to
January 1, 2019, these lease agreements were accounted for as operating leases. Rental rates are based on contracts agreed with related parties in the lease
agreements as discussed in Note 18. These are billed and settled in cash, payable on demand but not later than 12 months from reporting dates.
(p) The Group acquired list of subscribers from a related party and is included under intangible assets (Note 7). This is payable upon demand, unguaranteed
and non-interest bearing. The amount has been fully settled in 2019.

)

(q) Reimbursements of expenses are determined based on actual expenses incurred by the Group, such
as personnel costs (salaries and benefits and travel expenses), operating expenses, professional fees,
technical support and IT-related expenses, which are paid in advance by the related parties. These
are recorded as part of the related expenses in the consolidated statements of total comprehensive
income. Due to related parties are settled in cash, billed and payable based on credit term of 30 days,
unsecured, unguaranteed and non-interest bearing.
(r) The Group acquired network materials and supplies from a related party. These are payable based on
a credit term of 30 days, unsecured, unguaranteed and non-interest bearing.
(s) The Group received advances from a shareholder to acquire financial assets at fair value through
profit or loss. The advances are unsecured, non-interest bearing and payable on demand.
(t) Key management compensation covering salaries and wages and other short-term benefits are
determined based on contract of employment and payable in accordance with the Group’s payroll
process. These were fully paid by the reporting dates. The Group has not provided share-based
payments, termination benefits and other long-term benefits for its key management personnel other
than retirement benefits which are determined and recorded as part of the retirement liability in
accordance with policies disclosed in Note 10 for the six months ended June 30, 2020 and 2019 and
years ended December 31, 2019, 2018 and 2017.
Loan guarantee
As discussed in Note 9, the immediate parent company and entities under common control agreed to
provide joint and solidarity suretyship, cross default/surety arrangement and real estate mortgage for the
obligations and indebtedness incurred or may be incurred by the Group from certain loan facilities
extended by Bank 1.
On November 28, 2018 and January 18, 2019, the related long-term loan facility agreements of the Parent
Company were amended to remove security provisions over the payment of the loan principal and
interests thereon.
The Group has not incurred obligation or indebtedness arising from default on the loans payable covered
by the loan guarantee.
Material related party transactions policy
The Group has an approved material related party transactions policy that sets forth the required
thresholds for approval for related party transactions as part of the Group’s corporate governance policy.

)

The following related party transactions and balances were eliminated for the purpose of preparing the
consolidated financial statements:
$VDWDQGIRUWKHVL[PRQWKVHQGHG-XQH


$VDWSHULRGHQGHG
,QYHVWPHQWLQVXEVLGLDULHV
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3URSHUW\SODQWDQGHTXLSPHQW
'HIHUUHGLQFRPHWD[DVVHWV
)RUWKHSHULRGHQGHG
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&RVWRIVHUYLFHV
*HQHUDODQGDGPLQLVWUDWLYH
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Note 18 - Lease agreements and commitments
x As Lessee

From January 1, 2019 (PFRS 16)
The Group leases various network and co-located sites, office and warehouse space, and transportation
equipment. Lease terms are negotiated either on a collective or individual basis and contain a wide range of
different terms and conditions. Lease agreements include rent escalation clauses ranging from 3% to 10%
beginning on specified periods in the agreements. The lease agreements do not impose any covenants other
than the security interests in the leased assets that are held by the lessor. Leased assets may not be used as
security for borrowing purposes.
Critical accounting judgement: Determining whether or not a contract contains a lease
At inception of a contract, the Group assesses whether the contract is, or contains, a lease. Management
considers the following evaluations, all of which must be met in order to conclude that a contract is or
contains a lease:
a. Whether there an identified asset - An identified asset is an asset that is either explicitly identified in
the contract or is implicitly specified by being identified at the time that the asset is made available for
use by the Group. Even if an asset is explicitly specified, the Group does not have the right to use an
identified asset if the supplier has a substantive substitution right throughout the period of use.
b. Whether the Group have the right to obtain substantially all of the economic benefits from use of the
identified asset throughout the period of use - When making this evaluation, the Group
considers its rights within the defined scope of the contract.
c. Whether the Group have the right to direct the use of the identified asset throughout the period of use In making this evaluation, the Group considers the decisions that most directly impact the economic
benefits to be derived from the use of the asset, including: (i) rights to decide the type of output to be
produced by the assets (ii) rights to decide when the output is produced (iii) rights to decide where the
output is produced, and (iii) rights to decide whether the output is produced and the quantity thereof.

)

Based on the factors discussed above, the Group has identified contracts that convey the right to use
network and co-located sites, office and buildings, and transportation equipment as contracts containing a
lease and concluded that data capacity contracts and joint pole arrangements (Notes 13 and 14) do not
qualify as leases under PFRS 16.
The Group reassesses whether a contract is, or contains, a lease only if the terms and conditions of the
contract are changed. Any change in the Group’s assessment of whether a contract contains a lease or not,
could impact the recorded carrying amount of right-of-use asset and lease liability.
(i) Amounts recognized in the consolidated statements of financial position
From 2019, leased assets are presented as a separate line item in the consolidated statement of financial
position. The consolidated statements of financial position show the following amounts relating to
leases:
Right-of-use assets
1HWZRUNDQGFRORFDWHGVLWHV
2IILFHVSDFHDQGZDUHKRXVH
7UDQVSRUWDWLRQHTXLSPHQW

Lease liabilities
&XUUHQW
1RQFXUUHQW

-XQH

'HFHPEHU

-DQXDU\




























Prior to the adoption of PFRS 16, Leases, the Group only recognized lease assets in relation to leases that
were classified as ‘finance leases’ under PAS 17, Leases. The assets were previously presented in property,
plant and equipment and finance lease liabilities as part of current and non-current liabilities.
Movements of right-of-use assets are as follows:

$W-DQXDU\
Impact of adoption of PFRS 16 (Note 23.2)
&RVW
$FFXPXODWHGDPRUWL]DWLRQ
1HWFDUU\LQJDPRXQW
)RUWKH\HDUHQGHG'HFHPEHU
2SHQLQJQHWFDUU\LQJDPRXQW
$GGLWLRQV
$PRUWL]DWLRQ
&ORVLQJQHWFDUU\LQJDPRXQW
$W'HFHPEHU
&RVW
$FFXPXODWHGDPRUWL]DWLRQ
1HWFDUU\LQJDPRXQW
)RUWKHVL[PRQWKVHQGHG-XQH
2SHQLQJQHWFDUU\LQJDPRXQW
$GGLWLRQV
$PRUWL]DWLRQ
&ORVLQJQHWFDUU\LQJDPRXQW
$W-XQH
&RVW
$FFXPXODWHGDPRUWL]DWLRQ
1HWFDUU\LQJDPRXQW
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Amortization are recognized as follows:
6L[PRQWKVHQGHG-XQH





5HFRJQL]HGLQSURILWRUORVV
&DSLWDOL]HGDVSDUWRIVHOIFRQVWUXFWHGSURSHUW\SODQW
DQG HTXLSPHQW




<HDUHQGHG
'HFHPEHU








The movements in lease liabilities presented in the consolidated statements of financial position and
consolidated statements of cash flows are as follows:
1RWH
%HJLQQLQJEDODQFH
,PSDFWRIDGRSWLRQRI3)56
,QFUHDVHLQOHDVHOLDELOLWLHV
)LQDQFHFRVWV
&DVKIORZV SD\PHQWRIOHDVHOLDELOLWLHV
&DVKIORZV LQWHUHVWSDLGRQOHDVHOLDELOLWLHV
(QGLQJEDODQFH



6L[PRQWKVHQGHG-XQH

















<HDUHQGHG
'HFHPEHU








(ii) Amounts recognized in the consolidated statements of total comprehensive income
The consolidated statement of total comprehensive show the following amounts relating to leases:
1RWHV
$PRUWL]DWLRQH[SHQVH
)LQDQFHFRVWV
([SHQVHUHODWLQJWRVKRUWWHUPOHDVHV LQFOXGHGLQ
FRVWRIVHUYLFHVDQGJHQHUDODQGDGPLQLVWUDWLYH
H[SHQVHV
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Amortization expense are recognized in profit or loss as follows:

&RVWRIVHUYLFHV
*HQHUDODQGDGPLQLVWUDWLYHH[SHQVHV

1RWHV



The total cash outflows for lease liabilities and short-term leases for the six months ended June 30, 2020
amounted to P246,656,847 (six months ended June 30, 2019 - P226,451,086; year ended
December 31, 2019 - P415,420,025).
(iii)

Discount rate

The lease payments for lease of transportation equipment are discounted using the interest rate implicit in
the lease. Payments for leases of network and co-located sites, office space and warehouse are discounted
using the lessee’s incremental borrowing rate, being the rate that the individual lessee would have to pay to
borrow the funds necessary to obtain an asset of similar value to the right-of-use asset in a similar
economic environment with similar terms, security and conditions.

)

Critical accounting estimates and assumptions: Determining incremental borrowing rate
To determine the incremental borrowing rate, the Group uses the government bond yield, adjusted for
the (1) credit spread specific to the Group and (2) security using the right-of-use asset. The discount
rates applied by the Group ranges from 7% to 8% as at June 30, 2020 and December 31, 2019.
(iv)

Extension and termination options

Extension and termination options are included in several property and equipment leases of the Group.
These are used to maximize operational flexibility in terms of managing the assets used in the Group’s
operations. The extension and termination options held are exercisable by both the Group and the
respective lessor.
Most extension options in lease have not been included in the lease liability because the Group could
replace the assets without significant cost or business disruption. As at June 30, 2020, potential future
cash outflow of P169,399,087 (December 31, 2019 - P152,630,890) have not been included in the lease
liability because it is not reasonably certain that the lease will be extended. The assessment is reviewed if a
significant change in circumstances occurs which affects this assessment and that is within the control of
the lessee. As at June 30, 2020, the financial effect of revising lease terms to reflect the effect of exercising
extension options was an increase in recognized lease liabilities and right-of-use assets of P57,601,260
(December 31, 2019 - P49,777,948).
Critical accounting judgment: Determining the lease term
In determining the lease term, management considers all facts and circumstances that create an economic
incentive to exercise an extension option, or not exercise a termination option. Extension options (or
periods after termination options) are only included in the lease term if the lease is reasonably certain to be
extended. The Group considers the factors below as the most relevant in assessing the options:
x
x

If there are significant penalties to terminate, the Group is reasonably certain to extend.
If any leasehold improvements are expected to have a significant remaining value, the Group is
reasonably certain to extend.
The Group considers other factors including historical lease durations and the costs and business
disruption required to replace the leased asset.

x
(v)

Reconciliation of operating lease commitments and lease liability

The reconciliation between the operating lease commitments disclosed in applying PAS 17 at
December 31, 2018 discounted using the Group’s incremental borrowing rate and the lease liabilities
recognized as at January 1, 2019 is as follows:
2SHUDWLQJOHDVHFRPPLWPHQWV'HFHPEHU
$GG )LQDQFHOHDVHOLDELOLWLHVUHFRJQL]HGDW'HFHPEHU
/HVV 6KRUWWHUPOHDVHVUHFRJQL]HGRQDVWUDLJKWOLQHEDVLVDVH[SHQVH
'LVFRXQWLQJHIIHFWXVLQJZHLJKWHGDYHUDJHLQFUHPHQWDOERUURZLQJUDWHRIHDFK
LQGLYLGXDOOHDVH
/HDVHOLDELOLWLHV-DQXDU\







x As Lessor
During the six months ended June 30, 2020, the Group entered into an agreement with certain related
parties for the purchase of outside plant assets for a total consideration of P199,060,462 of which
P145,921,502 remained unpaid as at June 30, 2020 (Notes 8 and 17).

)

The same assets were subsequently leasedback to the related parties at an agreed rate for an indefinite
period which the Group can unilaterally terminate. The lease was accounted as finance lease where
substantially all of the risk and rewards of the ownership were transferred to the seller-lessees.
At the inception of the lease, the Group derecognized the carrying amount of assets directly related to the
lease amounting to P199,060,462 and recognized a loss amounting to P32,715,872 (Note 15).
Finance lease receivables presented as part of due from related parties in the consolidated statement of
financial position as at June 30, 2020 are as follows:
*URVVLQYHVWPHQW
8QHDUQHGLQWHUHVWLQFRPH
1HWLQYHVWPHQW





&XUUHQW
1RQFXUUHQW





Interest income from the finance lease recognized in profit or loss for the six months ended June 30, 2020
amounted to P5,236,347 (Note 15).
Expected maturity analysis of the undiscounted finance lease receivables as at June 30, 2020 are as
follows:
1RWODWHUWKDQRQH\HDU
/DWHUWKDW\HDUQRWODWHUWKDQ\HDUV
/DWHUWKDQ\HDUV

*URVV,QYHVWPHQW 8QHDUQHGLQWHUHVW
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Prior to January 1, 2019 (PAS 17)
Operating leases
The Group has existing cancellable lease agreements with a related party covering its office and
warehouse premises. The leases have terms of one year and subject to renewal every year upon mutual
agreement of the parties.
The Group has existing non-cancellable lease agreements with third party covering its office space,
network sites and commercial spaces. The leases have terms ranging from 1 to 10 years.
Total rent expense charged to profit or loss for the years ended December 31, are as follows:
&RVWRIVHUYLFHV
*HQHUDODQGDGPLQLVWUDWLYHH[SHQVHV

1RWHV
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The Group’s future minimum lease commitment arising from its lease agreements as at
December 31 are as follows:






1RWODWHUWKDQRQH\HDU
/DWHUWKDQRQH\HDUEXWQRWODWHUWKDQILYH\HDUV
/DWHUWKDQILYH\HDUV







Finance leases
On October 23, 2018, the Group entered into a facility agreement for finance leases with a total credit
line of P140 million to finance its purchases of transportation equipment. The finance leases expire
within four (4) - five (5) years, bear interest of 8% per annum and secured by chattel mortgage on the
automotive units. Ownership of the assets will be transferred to the Group at the end of the lease term.
The following are the minimum lease payments and the reconciliation to present value as at
December 31, 2018 related to the finance leases:
1RWODWHUWKDQ\HDU
/DWHUWKDQ\HDUEXWQRWODWHUWKDQ\HDUV
*URVVPLQLPXPOHDVHSD\PHQWV
)LQDQFHFKDUJHRQILQDQFHOHDVHV







The current and non-current portion of the finance lease obligations as at December 31, 2018 are as
follows:
&XUUHQWSRUWLRQ
1RQFXUUHQWSRUWLRQ





The movements in finance lease obligations presented in the consolidated statement of financial position
and consolidated statement of cash flows as at and for the year ended December 31, 2018 are as follows:
1RWH
%HJLQQLQJRI\HDU
$GGLWLRQVGXULQJWKH\HDU
3D\PHQWVGXULQJWKH\HDU
(QGRI\HDU








Interest expense recognized and paid for the year ended December 31, 2018 in relation to the finance
leases amounted to P5,112,896.

)

Note 19 - Basic earnings per share
The following table presents basic and diluted earnings per share for the periods ended:
6L[PRQWKVHQGHG-XQH
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The Parent Company has issued convertible preferred shares for the six months ended June 30, 2020
and December 31, 2019 (Note 11) which were considered in the diluted EPS calculation. However, the
assumed conversion of the preferred shares has an anti-dilutive effect. As such, basic and diluted EPS are
stated at the same amount for the six months ended June 30, 2020 and December 31, 2019.
The Parent Company has no potential dilutive ordinary shares for the years ended December 31, 2018
and 2017. Therefore, the amounts reported for basic and diluted earnings per share are the same.
Note 20 - Foreign currency denominated financial assets and liabilities
The Group’s US Dollar denominated monetary assets and liabilities are as follows:
&DVKDQGFDVKHTXLYDOHQW
7UDGHDQGRWKHUUHFHLYDEOHVQHW
)LQDQFLDODVVHWDW)973/
7RWDOFXUUHQWDVVHWV
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7RWDOFXUUHQWOLDELOLWLHV
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Details of net foreign exchange gain presented as part of other income, net in the consolidated
statements of total comprehensive income are as follows:
<HDUHQGHG'HFHPEHU

6L[PRQWKVHQGHG-XQH
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Note 21 - Critical accounting estimates, assumptions and judgments
Estimates, assumptions and judgments 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.
The Group makes estimates and assumptions concerning the future. The resulting accounting estimates
will, by definition, seldom equal the related actual results. The estimates, assumptions and judgments
that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial period are enumerated below:
(a)
x
x

Critical accounting estimates and assumptions
Recoverability of trade and other receivables and due from related parties (Notes 3 and 17)
Estimated useful lives of property, plant and equipment, intangible assets and right of use assets
(Notes 6, 7 and 18)
Principal assumptions for estimation of retirement benefit obligation (Note 10)
Determining incremental borrowing rate (Note 18)

x
x
(b)
x
x
x
x
x
x

Critical accounting judgments
Recoverability of trade and other receivables and due from related parties (Notes 3 and 17)
Recoverability of network materials and supplies (Note 4)
Recoverability of property, plant and equipment, intangible assets and right-of-use assets
(Notes 6, 7 and 18)
Income taxes (Note 16)
Determining the lease term (Note 18)
Determining whether or not a contract contains a lease (Note 18)

Note 22 - Financial risk and capital management
22.1

Components of financial assets and financial liabilities

Financial assets
Details of the Group’s financial assets are as follows:

At amortized cost
&DVKDQGFDVKHTXLYDOHQW
7UDGHDQGRWKHU UHFHLYDEOHV
'XHIURPUHODWHGSDUWLHV
At FVTPL

1RWHV

-XQH

'HFHPEHU
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Trade and other receivables above are presented gross of allowance for impairment. These also exclude
advances to employees which are subject to liquidation. Details are shown below:
-XQH



$OORZDQFHIRULPSDLUPHQW
$GYDQFHVWRHPSOR\HHV

'HFHPEHU



'HFHPEHU



As at June 30, 2020 financial asset at FVTPL pertains to the Group’s investment in exchangeable bonds
issued by its Ultimate Parent (Note 17). On August 23, 2019, the Group entered into an exchangeable
bond agreement with the Ultimate Parent Company. The exchangeable bonds have an aggregate face
value of USD 2,000,000, a term of 30 years and with interest rate of 3% per annum. Each exchangeable
bond confers the right to purchase 5,000 common shares of a certain entity under common control. On
On May 18, 2020, the Group was issued 10 exchangeable bonds for USD2,000,000 (P104,510,000). The
Group has classified these debt instruments as financial assets at FVTPL considering the contractual
terms do not give rise on specified dates to cash flows that are solely payments of principal and interest
on the principal amount outstanding.
Movement in financial assets at FVTPL during the six months ended June 30, 2020 are as follows:
%HJLQQLQJRIWKHSHULRG
3XUFKDVH
8QUHDOL]HGIRUHLJQH[FKDQJHORVV
8QUHDOL]HGIDLUYDOXHORVV







Amounts recognized in profit or loss from financial assets at FVTPL for the six months ended
June 30, 2020 consists of:
1RWH



,QWHUHVWLQFRPH
8QUHDOL]HGIRUHLJQH[FKDQJH ORVV
8QUHDOL]HGIDLUYDOXHORVV






As at December 31, 2018, the financial assets at FVTPL pertains to an investment in unlisted ordinary
shares of a local company acquired. In 2019, the investment has been disposed of and loss on sale
amounting to P18,749,000 has been recognized as part of other income, net (Note 15) in the
consolidated statement of comprehensive income. No fair value gain or loss was recognized for the years
ended December 31, 2019 and December 31, 2018 arising from this investment in unlisted ordinary
shares.
Financial liabilities
The Group’s financial liabilities, categorized as liabilities at amortized cost are as follows:
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Trade and other payables presented above include non-current portion of subscribers’ deposits as at
June 30, 2020 amounting to P702,876,104 (December 31, 2019 - P491,831,373; 2018 - P94,604,975) and
exclude deferred output VAT and payable to government agencies as follows:
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Financial risk factor

The Group’s activities expose it to a variety of financial risks and these activities involve the analysis,
evaluation and management of some degree of risk or combination of risks. The Group’s over-all risk
management program focuses on the unpredictability of financial markets, aims to achieve an
appropriate balance between risk and return and seeks to minimize potential adverse effects on the
Group’s financial performance.
The most important types of risk the Group manages are credit risk, market risk and liquidity risk.
Market risk includes foreign currency exchange risk, interest rate risk and price risk.
22.2.1 Credit risk
Credit risk is the risk of financial loss to the Group if a subscriber or counterparty to a financial
instrument fails to meet its contractual obligations and arises principally from the Group's receivables
from its subscribers.
The Group continuously reviews credit policies and processes and implements various credit actions,
depending on assessed risks, to minimize credit exposure. Applications for service are subjected to
standard credit evaluation and verification procedures. Receivable balances of subscribers are being
monitored on a regular basis and appropriate credit treatments are applied at various stages of
delinquency.
The maximum exposure to credit risk equals the carrying amount of the financial assets, except for trade
receivables secured by subscribers’ deposits which cover for anticipated losses on default payments.
The Group has the following financial assets where the expected credit losses (ECL) model has been
applied:
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Credit quality of subscribers and counterparties are classified as follows:
x

Group 1 - Subscriber and counterparty balances without history of default and assessed to be fully
recoverable.

x

Group 2 - Subscriber and counterparty balances with some defaults in the past.

x

Group 3 - Individually assessed subscribers and counterparties with defaults and which the Group no
longer expects to recover the balance despite its collection efforts.

Cash and cash equivalent exclude cash on hand as at June 30, 2020 amounting to P5,003,019.
(December 31, 2019 - P3,867,126; 2018 - P4,154,450) (Note 2) which is not subject to credit risk.
As at June 30, 2020, the Group is also exposed to credit risk in relation to its investment in exchangeable
bonds that are measured at fair value through profit or loss. The maximum exposure at June 30, 2020 is
the carrying amount of the investments amounting to P61,021,511 (December 31, 2019 and 2018 - nil).
The Group’s investments in exchangeable bonds are considered to be low risk investments. The credit
ratings of the investments are monitored for credit deterioration.
Trade receivables from residential and corporate subscribers are secured by subscribers’ deposits which
cover anticipated losses on default payments. The Group does not hold any collateral as security for the
rest of the financial assets.
None of the fully performing financial assets have been renegotiated during the six months ended
June 30, 2020 and years ended December 31, 2019 and 2018.

)

Cash and cash equivalent
To minimize credit risk exposure from cash, the Group deposits its cash in banks with good credit
ratings. Amounts deposited in these banks as at period end are as follows:
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Trade receivables
Residential subscribers
To measure the ECL, residential subscription receivables have been grouped based on shared credit risk
characteristics and the days past due. The expected loss rates are based on the payment profiles of
subscribers and the corresponding historical credit losses experienced. The historical loss rates are
adjusted to reflect current and forward-looking information on macroeconomic factors such as gross
domestic product and inflation rate affecting the ability of the subscribers to settle the receivables.
On that basis, the loss allowance were determined as follows:
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As a result of management’s review of receivables provisioning in light of the on-going pandemic
(Note 1.3), management has transferred balances from certain residential subscribers from Group 2 to
Group 3 and full provisioning have been made to these individually impaired accounts.
As at June 30, 2020, credit impaired receivables from certain residential subscribers amounting
P603,431,888 (December 31, 2019 - P270,208,177; 2018 - nil) which are deemed uncollectible despite
collection efforts have been fully provided with an allowance for impairment. In calculating the
allowance, subscribers’ deposits as at June 30, 2020 amounting to P131,350,370 (December 31, 2019 P72,871,073; 2018 - nil) which will be applied against any outstanding balance from defaulted residential
subscribers were considered.
Corporate subscribers
In relation to corporate subscription receivables, the Group’s exposure to credit risk is influenced mainly
by the individual characteristics of each corporate subscriber. The credit quality of corporate
subscription receivables is further classified and assessed by reference to historical information about
each of the counterparty’s historical default rates.
Group 1 corporate subscribers have no history of default and assessed to be fully recoverable. ECL on
these balances have therefore been assessed to be insignificant.

)

For Group 2 corporate subscribers, expected loss rates are based on the payment profiles of subscription
and the corresponding historical credit losses experienced within this period. The historical loss rates are
adjusted to reflect current and forward-looking information on factors such as gross domestic product
and inflation rate affecting the ability of the subscribers to settle the receivables.
On that basis, the loss allowance as at period end were determined as follows:
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As at June 30, 2020, credit impaired receivables from certain corporate subscribers (Group 3)
amounting P73,607,776 (December 31, 2019 - nil; 2018 - nil) which are deemed uncollectible despite
collection efforts have been fully provided with an allowance for impairment. In calculating the
allowance, subscribers’ deposits as at June 30, 2020 amounting to P12,136,741 (December 31, 2019 - nil;
2018 - nil) which will be applied against any outstanding balance from defaulted corporate subscribers
were considered.
Other receivables
The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each
counterparty. The credit quality of other receivables is further classified and assessed by reference to
historical information about each of the counterparty’s historical default rates.
Credit risk on other receivables have been assessed to be insignificant considering no historical defaults
and counterparties’ high credit ratings.
Due from related parties
Based on assessment of qualitative and quantitative factors that are indicative of the risk of default,
including but not limited to, availability of accessible highly liquid asset and internal and external
funding of related parties, the Group has assessed that the outstanding balances are exposed to low
credit risk. ECL on these balances have therefore been assessed to be insignificant.
22.2.2 Market risks
a) Foreign currency exchange risk

Foreign currency exchange risk arises when future commercial transactions or recognized assets or
liabilities are denominated in a currency that is not the Group’s functional currency.
The Group has transactional currency exposures. Such exposures arise mainly from cash, trade and other
receivables, trade and other payables and dividends payable denominated in US Dollar as at
June 30, 2020, December 31, 2019 and 2018 (Note 20).
The Group manages its US Dollar exchange risk by maintaining sufficient cash in US Dollar to cover its
maturing obligations.

)

At June 30, 2020, if the US Dollar had weakened or strengthened by 1.36% (June 30, 2019 - 0.68%;
December 31, 2019 - 0.17%; 2018 - 0.45%) against the Philippine Peso, with all other variables held
constant, pre-tax profit for the six months ended June 30, 2020 and equity would have been P9,792,509
lower or higher (six months ended June 30, 2019 - P5,689,593; years ended December 31, 2019 P1,613,554; 2018 - P2,525,626; 2017 - P1,227,798 higher or lower), mainly as a result of foreign exchange
gains or losses on translation of net US Dollar denominated monetary assets (June 30,2019 and
December 31, 2019 and 2018 - net liabilities). The assumed shift in foreign currency exchange rate used
in the sensitivity analysis is the rate of change between the US Dollar and the Philippine Peso at the end
of the reporting period and the Philippine Peso equivalent determined 30 days after the reporting
period,, by which management is expected to settle or receive the Group’s foreign currency denominated
monetary liabilities or assets.
b) Cash flow and fair value interest rate risks

Cash flow interest rate risk is the risk that the future cash flows of a financial assets and liabilities will
fluctuate because of changes in market interest rates. Fair value interest rate risk is the risk that the
value of a financial assets and liabilities will fluctuate because of changes in market interest rates.
The Group’s exposure to cash flow interest rate risk relates to borrowings which are subject to interest
rates that are repriced at periodic intervals in accordance with the terms of the agreement. The Group’s
practice is to manage its interest cost by reference to current market rates in borrowings.
As at June 30, 2020, if interest rates increased/decreased by 70 basis points, with all other variables held
constant, profit for the six months ended June 30, 2020 would have been P22,586,955 (six months
ended June 30, 2019 - 9 basis points, P1,793,528; years ended December 31, 2019 - 7 basis points,
P3,200,145; 2018 - 100 basis points, P14,777,108; 2017 - 100 basis points, P4,314,695) lower/higher,
mainly as a result of higher/lower interest expense based on variable rates.
Changes in the market interest rates of the Group’s borrowing with fixed interest rates only affect income
if these are measured at their fair value. As such, the Group’s financial liabilities with fixed interest rates
that are measured at amortized cost are not subject to fair value interest rate risk as defined
in PFRS 7.
c) Price risk

As at June 30, 2020, the Group is exposed to price risk in relation to its investments in financial assets
carried at fair value through profit or loss amounting to P61,021,511. Profit or loss would increase or
decrease as a result of gains or losses on these financial assets measured at fair value at the end of each
reporting period. Management monitors such financial assets based on discounted value of future cash
flows using the applicable BVAL rates adjusted for the issuer’s credit spread and premium on the
embedded exchange option or which in this case is at 5.95%. These financial assets are managed on an
individual basis thereby reducing the Group’s exposure to equity price risk at an acceptably low level.
The sensitivity of the FVTPL to changes in the principal assumptions as at June 30, 2020 follows:
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The above sensitivity analyses are based on a change in an assumption while holding all other
assumptions constant. When calculating the sensitivity of the FVTPL to significant assumptions, the
same method has been applied as when calculating the FVTPL recognized within the consolidated
statement of financial position.

)

As at December 31, 2019 and 2018 the Group has no financial assets and liabilities that are
price sensitive nor does it hold significant equity investments that are subject to price fluctuations. As
such, the Group is not exposed to significant price risk.
22.2.3 Liquidity risk
Liquidity risk arises from the possibility that the Group will encounter difficulty in raising funds to meet
associated commitments with financial instruments.
The Group manages the liquidity risk by maintaining a balance between continuity of funding and
flexibility in operations. Treasury controls and procedures are in place to ensure that sufficient cash is
maintained to cover daily operational and working capital requirements. Management closely monitors
the Group's future and contingent obligations and sets up required cash reserves and reserve borrowing
facilities as necessary in accordance with internal policies. Short-term loans are availed to cover for
immediate expenses and maturing obligations. The Group is also able to defer payments of some of its
due to related party balances.
The table below presents the Group’s financial liabilities:
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Lease liabilities disclosed above represents the contractual undiscounted cash flows.
The Group expects to settle the above financial obligations in accordance with their contractual maturity
of 30 to 60 days.
22.2.4 Capital risk management
The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going
concern, so that it can continue to provide returns for shareholders and benefits for other stakeholders
and to maintain an optimal capital structure to reduce the cost of capital.

)

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid
to shareholders, return capital to shareholders, obtain borrowings from banks or related parties, and
issue new shares. The capital that the Group manages is the total equity attributable to owners of the
Parent Company less reserve for remeasurements of retirement benefit obligation and other reserves as
shown in the consolidated statements of financial position.
The Group is not subject to any externally imposed capital requirements.
The Group’s loan agreements include compliance with certain ratios (Note 9).
Note 23 - Summary of significant accounting policies
The principal accounting policies applied in the preparation of these consolidated financial statements are
set out below. The accounting policies adopted are consistent with those of the previous financial year and
corresponding interim reporting period, except for the adoption of new and amended standards as set out
below. These policies have been consistently applied to all the periods presented, unless otherwise stated.
23.1

Basis of preparation

The consolidated financial statements of the Group have been prepared in accordance with Philippine
Financial Reporting Standards (PFRS). The term PFRS in general includes all applicable PFRS,
Philippine Accounting Standards (PAS), and interpretations of the Philippine Interpretations Committee
(PIC), Standing Interpretations Committee (SIC) and International Financial Reporting Interpretations
Committee (IFRIC) which have been approved by the Financial Reporting Standards Council (FRSC)
and adopted by the SEC.
These consolidated financial statements have been prepared under the historical cost convention except
for financial assets at FVTPL.
The consolidated financial statements were also prepared in compliance with SEC Rule 68, as amended,
in relation to the Group’s planned application for listing and offering of its shares to the public with the
Philippine Stock Exchange.
The preparation of the consolidated financial statements in conformity with PFRS requires the use of
certain critical accounting estimates. It also requires management to exercise its judgment in the
process of applying the Group’s accounting policies. The areas involving a higher degree of judgment or
complexity, or areas where assumptions and estimates are significant to the consolidated financial
statements are disclosed in Note 21.
23.2

Changes in accounting policies and disclosures

(a) New and amended standards adopted by the Group
The Group has adopted the following relevant and applicable new standards for the first time for the
financial year beginning January 1, 2020:
x

Amendments to PFRS 3, Business combination - Definition of business
The amendments to PFRS 3 clarify that while businesses usually have outputs, outputs are not
required for an integrated set of activities and assets to qualify as a business. To be considered a
business an acquired set of activities and assets must include, at a minimum, an input and a
substantive process that together significantly contribute to the ability to create outputs.
Additional guidance is provided that helps to determine whether a substantive process has been
acquired.

)

The amendments introduce an optional concentration test that permits a simplified assessment of
whether an acquired set of activities and assets is not a business. Under the optional concentration
test, the acquired set of activities and assets is not a business if substantially all of the fair value of
the gross assets acquired is concentrated in a single identifiable asset or group of similar assets.
These amendments had no impact on the interim consolidated financial statements of the Group but
may impact future periods should the group enter into any business combination.
x

Amendments to PAS 1, Presentation of financial statements and PAS 8, Accounting Policies,
Changes in Accounting Estimates and Errors - Definition of material
The amendments clarify the definition of material and how it should be applied by including the
concept of ‘obscuring information’ in the new definition and replaced the threshold ‘could influence’
with ‘could reasonably be expected to influence’ in the definition of ‘material’. These amendments
had no impact on the interim consolidated financial statements of the Group.

x

Amendments to the Conceptual Framework for financial reporting
The Conceptual Framework is not a standard, and none of the concepts contained therein override
the concepts or requirements in any standard. The purpose of the Conceptual Framework is to assist
the standard-setters in developing standards, to help preparers develop consistent accounting
policies where there is no applicable standard in place and to assist all parties to understand and
interpret the standards.
The revised Conceptual Framework includes new concepts, provides updated definitions and
recognition criteria for assets and liabilities and clarifies some important concepts. These
amendments had no impact on the interim consolidated financial statement of the Group.

(b) New and amended standards not yet adopted by the Group
A number of new standards and amendments are effective for annual periods beginning after
January 1, 2020, and have not been applied in preparing these consolidated financial statements. None
of these standards are expected to be relevant or have significant effect on the consolidated financial
statements of the Group, except the following set out below:
x

Amendments to PFRS 16, Leases - Covid-19 related rent concessions
The amendments provide relief to lessees from applying the PFRS 16 requirement on lease
modifications to rent concessions arising as a direct consequence of the Covid-19 pandemic. A lessee
may elect not to assess whether a rent concession from a lessor is a lease modification if it meets all
of the following criteria:
a. The rent concession is a direct consequence of Covid-19;
b. The change in lease payments results in a revised lease consideration that is substantially the same
as, or less than, the lease consideration immediately preceding the change;
c. Any reduction in lease payments affects only payments originally due on or before June 30, 2021;
and
d. There is no substantive change to other terms and conditions of the lease.
A lessee that applies this practical expedient will account for any change in lease payments resulting
from the Covid-19 related rent concession in the same way it would account for a change that is not a
lease modification, i.e., as a variable lease payment.
The amendments are effective for annual reporting periods beginning on or after June 1, 2020. Early
adoption is permitted. The effect of Covid-19 on the Group’s business continues to evolve and
management is currently assessing the quantitative impact of the adoption.

)

23.3

Financial assets

The Group has adopted PFRS 9, Financial instruments which was effective beginning January 1, 2018.
PFRS 9 replaced the provisions of PAS 39 that relate to the recognition, classification and measurement
of financial assets and financial liabilities, derecognition of financial instruments, impairment of
financial assets and hedge accounting.
The effects on adoption of PFRS 9 are as follows:
(i) The Group’s financial assets consisting of cash and cash equivalent, trade and other receivables and
due from related parties previously classified as loans and receivables meet the conditions for
financial assets at amortized cost classification. The Group’s financial liabilities consisting of trade
and other payables, due to related parties and loans payable continue to be carried at amortized cost.
(ii) The Group’s financial assets were tested for impairment using the expected credit loss impairment
model. The impairment methodology for each of the classes of financial assets under PFRS 9 are
disclosed below. No additional impairment allowance was recognized at January 1, 2018 upon initial
application of PFRS 9.
The Group has adopted PFRS 9 retrospectively from January 1, 2018, in line with the transition
provisions permitted under the standard. Comparatives for the years ended December 31, 2017 and 2016
are accounted for under PAS 39.
Accounting policies applied beginning January 1, 2018
Classification
The Group classifies its financial assets in the following measurement categories: (a) those to be
measured subsequently at fair value (either through OCI or through profit or loss), and (b) those to be
measured at amortized cost. The classification depends on the Group’s business model for managing the
financial assets and the contractual terms of the cash flows.
The Group did not hold financial assets at fair value through OCI during and at the end of
the six months ended June 30, 2020 and years ended December 31, 2019 and 2018.
Financial assets at amortized cost are assets that are held for collection of contractual cash flows where
those cash flows represent solely payments of principal and interest. The Group’s financial assets at
amortized cost category include cash, trade and other receivables, and due from related parties.
The Group classifies the following investments as financial assets at FVTPL:
x
x

x
x

investments in equity securities unless irrevocably elected at initial recognition to be measured at
fair value through OCI;
investments in debt instruments held within a business model whose objective is to sell prior to
maturity or has contractual terms that does not give rise on specified dates to cash flows that are
solely payments of principal and interest (SPPI)on the principal amount outstanding, unless
designated as effective hedging instruments under a cash flow hedge;
investments that contain embedded derivatives; and
investments in debt instruments designated as financial assets at FVTPL at initial recognition.

As at June 30, 2020, financial asset at FVTPL consists of debt instruments in the form of exchangeable
bonds for which the SPPI test was not met (December 31, 2018 - equity security which is not held for
trading and for which the Group has irrevocably elected at initial recognition to be recognized in this
category).
The Group’s financial assets are detailed in Note 22.1.
)

Recognition and subsequent measurement
The Group recognizes a financial asset in the consolidated statement of financial position when the
Group becomes a party to the contractual provisions of the instrument.
All financial instruments are initially measured at fair value plus or minus, in the case of a financial asset
or financial liability not at fair value through profit or loss, transaction costs that are directly attributable
to the acquisition of the financial asset. Transaction costs of financial assets carried at FVTPL are
expensed in profit or loss.
Subsequently, assets that are held for collection of contractual cash flows where those cash flows
represent solely payments of principal and interest are measured at amortized cost. Interest income from
these financial assets is recognized using the effective interest rate method.
Changes in the fair value of financial assets at FVTPL are recognized in profit or loss.
Impairment
The Group assesses on a forward-looking basis the expected credit losses (ECL) associated with its
financial assets carried at amortized cost. The impairment methodology applied depends on whether
there has been a significant increase in credit risk. Impairment losses are presented separately in the
consolidated statement of total comprehensive income.
Loss allowances of the Group are measured on either of the following bases:
x
x

12-month ECL: these are ECL that result from default events that are possible within the 12 months
after the reporting date (or for a shorter period if the expected life of the instrument is less than 12
months); or
Lifetime ECL: these are ECL that result from all possible default events over the expected life of a
financial instrument or contract asset.

Simplified approach
The Group applies the simplified approach to provide for ECL for all trade receivables. The simplified
approach requires the loss allowance to be measured at an amount equal to lifetime ECL. The expected
loss rates are based on the payment profiles of subscribers and the corresponding historical credit losses
experienced. The historical loss rates are adjusted to reflect current and forward-looking information on
macroeconomic factors such as gross domestic product and inflation rate affecting the ability of the
subscribers to settle the receivables.
General approach
Under the general approach, the loss allowance is measured at an amount equal to 12-month ECL at
initial recognition.
At each reporting date, the Group assesses whether the credit risk of a financial instrument has increased
significantly since initial recognition. When credit risk has increased significantly since initial
recognition, loss allowance is measured at an amount equal to lifetime ECL.
When determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating ECL, the Group considers reasonable and supportable information that
is relevant and available without undue cost or effort. This includes both quantitative and qualitative
information and analysis, based on the Group’s historical experience and informed credit assessment
and includes forward-looking information.
The Group considers a financial asset to be in default when the borrower is unlikely to pay its credit
obligations to the Group in full, without recourse by the Group to actions such as realizing security
(if any is held).
)

The maximum period considered when estimating ECL is the maximum contractual period over which
the Group is exposed to credit risk.
Measurement of ECL
The measurement of expected credit losses is a function of the probability of default, loss given default
(i.e. the magnitude of the loss if there is a default) and the exposure at default. The assessment of the
probability of default and loss given default is based on historical data adjusted by forward-looking
information as described above. As for the exposure at default, for financial assets, this is represented by
the assets’ gross carrying amount at the reporting date.
Credit-impaired financial assets
At each reporting date, the Group assesses whether financial assets carried at amortized cost are
credit impaired. A financial asset is ‘credit-impaired’ when one or more events that have a detrimental
impact on the estimated future cash flows of the financial asset have occurred.
Evidence that a financial asset is credit-impaired includes the following observable data:
ͻ
ͻ
ͻ

significant financial difficulty of the counterparty;
a breach of contract such as a default; or
it is probable that the borrower will enter bankruptcy or other financial reorganization.

Write-off
The gross carrying amount of a financial asset is written off (either partially or in full) to the extent that
there is no realistic prospect of recovery. This is generally the case when the Group determines that the
debtor does not have assets or sources of income that could generate sufficient cash flows to repay the
amounts subject to the write-off. However, financial assets that are written off could still be subject to
enforcement activities in order to comply with the Group’s procedures for recovery of amounts due.
Derecognition
Financial assets are derecognized when the rights to receive cash flows from the financial assets have
expired or have been transferred and the Group has transferred substantially all the risks and rewards of
ownership. Any gain or loss arising on derecognition is recognized directly in the consolidated statement
of total comprehensive income and presented in other gains/(losses).
23.4

Financial liabilities

Classification
The Group classifies its financial liabilities as: (i) financial liabilities at fair value through profit or loss,
and (ii) other financial liabilities measured at amortized cost. Financial liabilities under category (i)
comprise of two sub-categories: financial liabilities classified as held for trading and financial liabilities
designated by the Group as at fair value through profit or loss upon initial recognition. Management
determines the classification of its financial liabilities at initial recognition.
The Group did not hold financial liabilities under category (i) during and at the end of each reporting
period.
Other financial liabilities at amortized cost are contractual obligations which are either those to deliver
cash or another financial asset to another entity or to exchange financial assets or financial liabilities
with another entity under conditions that are potentially unfavorable to the Group. These are included in
current liabilities, except for maturities greater than 12 months after the reporting period which are
classified as non-current liabilities.

)

The Group’s other financial liabilities at amortized cost consist of trade and other payables (excluding
deferred output VAT and amounts payable to government agencies), due to related parties, loans payable
dividends payable and lease liabilities.
Recognition and measurement
The Group recognizes a financial liability in the consolidated statement of financial position when, and
only when, the Group becomes a party to the contractual provision of the instrument.
Other financial liabilities at amortized cost are initially measured at fair value plus transaction costs.
Subsequently, these are measured at amortized cost using the effective interest rate method.
Derecognition
Other financial liabilities at amortized cost are derecognized when the obligation is paid, settled,
discharged, cancelled or has expired.
23.5

Determination of fair value

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 of a non-financial asset is measured based on its highest and best use. The asset’s current
use is presumed to be its highest and best use.
The fair value of financial and non-financial liabilities takes into account non-performance risk, which is
the risk that the entity will not fulfill an obligation.
The Group classifies its fair value measurements using a fair value hierarchy that reflects the significance
of the inputs used in making the measurements. The fair value hierarchy has the following levels:
x quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1);
x inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly (that is, as prices) or indirectly (that is, derived from prices) (Level 2); and
x inputs for the asset or liability that are not based on observable market data (that is, unobservable
inputs) (Level 3).
The appropriate level is determined on the basis of the lowest level input that is significant to the fair
value measurement.
The fair value of financial instruments traded in active markets is based on quoted market prices at the
reporting period. A market is regarded as active if quoted prices are readily and regularly available from
an exchange, dealer, broker, industry group, pricing service, or regulatory agency, and those prices
represent actual and regularly occurring market transactions on an arm’s length basis. The quoted
market price used for financial assets held by the Group is the most representative price within the bidask spread. These instruments are included in Level 1.
The fair value of assets and liabilities that are not traded in an active market (for example, over-thecounter derivatives) is determined by using valuation techniques. These valuation techniques maximize
the use of observable market data where it is available and rely as little as possible on entity-specific
estimates. If all significant inputs required to fair value an instrument are observable, the asset or
liability is included in Level 2. If one or more of the significant inputs is not based on observable market
data, the asset or liability is included in Level 3.

)

The Group’s financial assets at FVTPL representing investments in exchangeable bonds issued by a
related party is carried at fair value determined based on Level 3 category while investment in ordinary
shares in an unlisted company is carried at fair value determined based on Level 2 category. The fair
value measurement of investment in exchangeable bonds were computed based on the discounted value
of future cash flows using the applicable BVAL rates adjusted for the issuer’s credit spread and premium
on the embedded exchange option. Disclosure of valuation method, significant inputs to the valuation,
and sensitivity analysis relating to the exchangeable bonds are disclosed in Note 22.2.2 (c) price risk.
Disclosure on fair value methods and inputs of the investment in ordinary shares in unlisted company
were not provided considering amounts are deemed insignificant.
The carrying value of the financial assets and liabilities classified as current approximates its fair values
as the impact of discounting is not considered significant as these financial assets and liabilities generally
have short-term maturities. The fair value of long-term borrowings also approximates its carrying value
as the nominal interest rates approximate market interest rates.
23.6

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the consolidated statement of
financial position when there is a legally enforceable right to offset the recognized amounts and there is
an intention to settle on a net basis, or realize the asset and settle the liability simultaneously. The legally
enforceable right must not be contingent on future events and must be enforceable in the normal course
of business and in the event of default, insolvency or bankruptcy of the Group or the counterparty.
The Group does not have financial assets and liabilities that are covered by enforceable master netting
arrangements and other similar agreements.
23.7

Consolidation

23.7.1 Subsidiaries
Subsidiaries are all entities over which the Group has control. The Group controls an entity when the
Group is exposed to, or has rights to, variable returns from its involvement with the entity and has the
ability to affect those returns through its power over the entity.
Apart from common control business combinations where pooling of interests method is applied
(Note 23.7.3), subsidiaries are fully consolidated from the date on which control is transferred to the
Group. They are deconsolidated from the date that control ceases.
Inter-company transactions, balances and unrealized gains on transactions between group companies
are eliminated. Unrealized losses are also eliminated.
Accounting policies and reporting period of its subsidiaries are consistent with the policies adopted by
and the reporting period of the Parent Company.
23.7.2 Common control business combinations
A business combination is a common control combination if (a) the combining entities are ultimately
controlled by the same party (or parties) both before and after the combination; and (b) common control
is not transitory. Common control combinations are not restricted to combinations between entities that
are part of the same group. Entities controlled by the same individual shareholder (or group of
shareholders acting together in accordance with a contractual concert arrangement) are also regarded as
under common control.

)

Common control business combinations are excluded from the scope of PFRS 3, Business Combinations.
However, there are no specific rules under existing PFRS which prescribe how such transactions shall be
accounted for. In August 2011, the PIC issued Q&A No. 2011-02, PFRS 3.2 - Common Control Business
Combinations, to provide guidance in accounting for common control business combinations in order to
minimize diversity in the current practices until further guidance is provided by the International
Accounting Standards Board (IASB).
The consensus in Q&A No. 2011-02 provides that common control business combinations shall be
accounted for using either (a) the pooling of interests method, or (b) the acquisition method in accordance
with PFRS 3. However, where the acquisition method of accounting is selected, the transaction must have
commercial substance from the perspective of the reporting entity.
In accordance with PIC Q&A No. 2011-02, the Parent Company’s acquisitions of businesses under common
control are accounted for using either the acquisition method or the pooling of interests method,
depending on the specific circumstance of the acquisition.
The Group applied the pooling of interests method when it acquired Pentagon and its subsidiaries. Refer to
Note 1.5 for details of management’s assessment.
There are no acquisitions accounted for under the acquisition method as at and for each of the years ended
December 31.
23.7.3 Pooling of interests method
In September 2012, PIC issued PIC Q&A No. 2012-01, PFRS 3.2 - Application of the Pooling of Interests
Method for Business Combinations of Entities under Common Control in Consolidated Financial
Statements, to provide guidance in applying the pooling of interests method once this method is selected by
an entity to account for the common control business combination (after considering the guidance in PIC
Q&A 2011-02).
The pooling of interests method is generally considered to involve the following:
x

x
x
x

The assets and liabilities of the combining entities are reflected in the consolidated financial statements
at their carrying amounts. No adjustments are made to reflect fair values, or recognize any new assets
or liabilities, at the date of the combination that otherwise would have been done under the acquisition
method. The only adjustments that are made are those adjustments to harmonize accounting policies.
No 'new' goodwill is recognized as a result of the combination. Any difference between the
consideration paid or transferred and the equity 'acquired' is reflected within retained earnings and
other equity reserves.
The consolidated statement of total comprehensive income reflects the results of the combining entities
for the full year, irrespective of when the combination took place.
Comparatives are presented as if the entities had always been combined.

Refer to Note 1.5 for details of the pooling of interests methodology applied in the acquisition of Pentagon
and its subsidiaries.
23.7.4 Non-controlling interests
Non-controlling interests pertain to the equity in a subsidiary not attributable, directly or indirectly to the
Group. Non-controlling interests represent the portion of profit or loss and net assets in subsidiaries not
wholly-owned and are presented in the consolidated statement of total comprehensive income,
consolidated statement of changes in equity and consolidated statement of financial position, separately
from the equity attributable to the Parent Company.

)

Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity
holders of the Parent Company and to the non-controlling interests, even if this results in the noncontrolling interests having deficit balance.
There are no subsidiaries with non-controlling interests that are material to the Group as at June 30, 2020
and December 31, 2019 and 2018.
23.7.5 Change in ownership interests in subsidiaries without change of control
Transactions with non-controlling interests that do not result in loss of control are accounted for as
equity transactions that is, as transactions with the owners in their capacity as owners. For purchases
from non-controlling interests, the difference between any consideration paid and the relevant share
acquired in the carrying value of net assets of the subsidiary is recorded in equity. Gains or losses on
disposals to non-controlling interests are also recorded in equity.
23.7.6 Disposal of subsidiary
When the Group ceases to have control, any retained interest in the subsidiary is re-measured to its fair
value at the date when control is lost, with the change in carrying amount generally recognized in profit
or loss. The fair value is the initial carrying amount for purposes of subsequently accounting for the
retained interest as an associate, joint venture or financial asset.
Disposal of a subsidiary to a related party within the group it ultimately belongs at other than fair value, is
considered a transaction with a shareholder (that is, there exists a notional capital contribution or
distribution). Accordingly, the difference between the consideration received and the net assets at
divestment date, is recognized as direct charges to retained earnings, under equity.
23.8

Cash and cash equivalent

Cash and cash equivalent include cash on hand, deposits held at call with banks and other short-term
highly liquid investments with original maturities of three months or less and earn interest at the
prevailing bank deposit rates. Cash and cash equivalent are recognized at face value or nominal amount.
23.9

Trade and other receivables, net

Trade receivables are amounts due from subscribers for services performed in the ordinary course of
business. If collection is expected in one year or less (or in the normal operating cycle of the business if
longer), these are classified as current assets. If not, these are presented as non-current assets.
Trade receivables with an average credit term of 30 days are measured at the original invoice amount (as
the effect of discounting is immaterial), less any provision for impairment.
Refer to Note 23.3 for the relevant policies on financial assets.
Other receivables are recognized initially at fair value and subsequently measured at amortized cost
using the effective interest rate method, less any provision for impairment.
23.10

Network materials and supplies

Network materials and supplies which include installation materials, unissued customer premise
equipment and cable wires are measured initially at cost. Cost is determined using the weighted average
method.

)

Provision for obsolescence is provided for damaged, obsolete and slow-moving network materials and
supplies based on physical inspection and management evaluation. Network materials and supplies and
the related allowance for obsolescence are written-off when the Group has determined that the network
materials and supplies is damaged, obsolete or has become slow-moving for a specified period of time.
Write-offs represent the release of previously recorded provision using the allowance account and
credited to the related inventory account following the disposal of network materials and supplies.
Reversals of previously recorded provision are charged to profit or loss as credit to cost of services based
on the result of management’s update assessment, considering the available facts and circumstances,
including but not limited to net realizable value at the time of disposal.
Network materials and supplies are derecognized when these are sold, issued for installation at
subscriber’s premises or used in construction of certain property, plant and equipment. The carrying
amount of those network materials and supplies sold or issued for installation at subscriber’s premises is
recognized as part of cost of services (reported as materials used) in profit or loss. Upon issuance for
construction of certain property, plant and equipment, assets are also derecognized and transferred as
part of assets under construction.
23.11

Other current and non-current assets

Other current assets consist of input value-added tax (VAT) and prepaid expenses. Input VAT and
prepaid and non-current expenses are stated at face value less provision for impairment, if any.
Provision for unrecoverable input VAT, if any, is maintained by the Group at a level considered adequate
to provide for potentially uncollectible portion of the claim. The Group, on a continuing basis, reviews
the status of the claim designed to identify those that may require provision for impairment losses.
A provision for unrecoverable input VAT and prepaid taxes is established when there is objective
evidence that the Group will not be able to recover the claims. The carrying amount of the asset is
reduced through the use of an allowance account and the amount of the loss is recognized in profit or
loss within general and administrative expenses.
Prepayments in the form of unused tax credits are derecognized when there is a legally enforceable right
to apply the recognized amounts against the related liability within the period prescribed by the relevant
tax laws.
Input VAT are derecognized when actually collected or disallowed by tax authority or applied/utilized.
These are also classified as non-current assets when related to goods or services that are expected to be
received and rendered more than 12 months after the end of the reporting date.
Prepayments and other assets are recognized in the event that payment has been made in advance of
obtaining right of access to goods or receipt of services and measured at nominal amounts. These are
included in current assets, except when the related goods or services are expected to be received or
rendered more than twelve (12) months after the reporting period which are classified in non-current
assets.
Advances to contractors that will be applied as payments for construction of assets to be classified as
property, plant and equipment are classified as non-current assets.
These are derecognized in the consolidated statement of financial position either with the passage of
time or through use or consumption.
23.12

Intangible assets, net

Intangible assets consist of customer list, telecommunications franchise and telecommunications
equipment software licenses, corporate application software and licenses that do not form integral part
of hardware or equipment.
Intangible assets acquired separately are initially recognized at cost.
)

Costs associated with maintaining computer software programs are recognized as an expense as
incurred. Development costs that are directly attributable to the design and testing of identifiable and
unique software products controlled by the Group are recognized as intangible assets when the following
criteria are met:
x
x
x
x
x
x

it is technically feasible to complete the software product so that it will be available for use;
management intends to complete the software product and use or sell it;
there is an ability to use or sell the software product;
it can be demonstrated how the software product will generate probable future economic benefits;
adequate technical, financial and other resources to complete the development and to use or sell the
software product are available; and
the expenditure attributable to the software product during its development can be reliably
measured.

Intangible assets are amortized using the straight-line method over the following estimated useful lives:
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The assets’ residual values and estimated useful lives are reviewed periodically, and adjusted as
appropriate, at each reporting date. Intangible assets are assessed for impairment whenever there is an
indication that the asset may be impaired.
Intangible assets are derecognized upon disposal or when no future economic benefits are expected from
its use or disposal at which time the cost and their related accumulated amortization are removed from
the accounts. Any gains and losses on disposals are recognized in profit or loss during the period of
disposal.
23.13

Property, plant and equipment, net

Property, plant and equipment, except for land, is stated at historical cost less accumulated depreciation
and impairment in value, if any. Land is stated at cost less any impairment in value. The initial cost of
property, plant and equipment comprise its purchase price, including import duties and non-refundable
purchase taxes and any directly attributable cost of bringing the property, plant and equipment to its
working condition and location for its intended use.
The cost of self-constructed assets includes the cost of materials, direct labor and overhead such as
depreciation of equipment and other assets used in the construction of the asset, any other costs directly
attributable to bringing the assets to a working condition for their intended use, the costs of dismantling
and removing the items and restoring the site on which they are located, and borrowing costs on qualifying
assets.
Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to the
Group and the cost of the item can be measured reliably. Major renovations are depreciated over the
remaining useful life of the related asset or to the date of the next major renovation, whichever is sooner.
Repairs and maintenance are charged to profit or loss during the financial period in which these are
incurred.

)

Depreciation and amortization are computed on the straight-line method over the following estimated
useful lives of the property, plant and equipment:
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Assets under construction are stated at cost and are not depreciated until such time as the relevant
assets are completed and ready for operational use. Upon completion, these properties are reclassified to
their relevant property, plant and equipment account.
Fully depreciated property, plant and equipment are retained in the accounts until they are no longer in
use and no further charge for depreciation is made in respect of those assets.
The assets’ residual values and estimated useful lives are reviewed periodically, and adjusted as
appropriate, at each reporting date.
An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying
amount is greater than its estimated recoverable amount.
The Group derecognizes the carrying amount of its property, plant and equipment upon disposal and
when no future economic benefits are expected from its use or disposal at which time the cost and
related accumulated depreciation and amortization are removed from the accounts. Gains and losses on
disposals are determined by comparing proceeds with carrying amount and are recognized in profit or
loss.
23.14

Impairment of non-financial assets

Non-financial assets that have definite useful lives, such as property, plant and equipment, intangible
assets and right-of-use assets are subject to depreciation or amortization and reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount may not be recoverable.
An impairment loss is recognized for the amount by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of an asset’s fair value less cost to sell and
value in use. For the purpose of assessing impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash flows (cash-generating units). Value in use requires the Group to
make estimates of future cash flows to be derived from the particular asset and discount them using a
pre-tax market rate that reflects current assessments of the time value of money and the risks specific to
the asset.
Impairment losses, if any, are recognized in profit or loss within other expenses in the consolidated
statement of total comprehensive income. Non-financial assets that have been impaired are reviewed for
possible reversal of the impairment at each reporting period. When impairment loss subsequently
reverses, the carrying amount of the assets or cash-generating unit is increased to the revised estimate of
its recoverable amount, but the increased carrying amount should not exceed the carrying amount that
would have been determined had no impairment loss has been recognized for the asset or cashgenerating unit in prior years. Reversals of previously recorded impairment provisions are credited
against provision account in profit and loss.

)

23.15

Trade and other payables

Trade and other payables are obligations to pay for related money received, goods or services that have
been acquired in the ordinary course of business from purchase of goods or services or transactions with
customers (subscriber’s deposits and deferred output VAT).
Trade and other payables are recognized in the period in which the related money, goods or services are
received or when a legally enforceable claim against the Group is established or when the corresponding
assets or expenses are recognized. These are classified as current liabilities if payment is due within one
year or less. If not, they are presented as non-current liabilities.
Refer to Note 23.4 for the relevant policies on financial liabilities.
23.16

Borrowing and borrowing costs

Borrowings are recognized initially at fair value, net of transaction costs incurred, whenever the amounts
are considered significant or material. Transaction costs incurred in relation to loan availments for the
six months ended June 30, 2020 amounted to P26,250,000 (six months ended June 30, 2019 P19,949,131; years ended December 31, 2019 - P49,949,131; 2018 - P17,979,290, 2017 - P11,591,651).
Borrowings are subsequently stated at amortized cost; any difference between the proceeds and the
redemption value is recognized in profit or loss over the period of the borrowings using the effective
interest method. Borrowings are classified as current liabilities unless (a) the terms of the agreement
state that the maturity date is 12 months after the reporting date, or (b) the Group has an unconditional
right to defer settlement of the liability for more than twelve (12) months after the reporting period.
These are derecognized when paid and/or extinguished.
General and specific borrowing costs are capitalized if they are directly attributable to the acquisition,
construction or production of a qualifying asset. Qualifying assets are assets that necessarily take a
substantial period of time to get ready for their intended use or sale. Capitalization of borrowing costs
commences when the activities to prepare the asset for its intended use or sale are in progress and the
expenditures and borrowing costs are incurred. Borrowing costs are capitalized until the assets are
substantially completed for their intended use or sale. Capitalized borrowing costs are subsequently
charged to profit or loss through depreciation over the qualifying asset’s useful life or when the
qualifying asset is sold.
All other borrowing costs are charged as incurred to profit or loss within finance cost.
Refer to Note 23.4 for the relevant policies on financial liabilities.
23.17

Equity

Share capital and additional paid-in capital
The Group’s share capital is composed of common and convertible preferred shares with par or stated
value. The amount of proceeds from the issuance or sale of shares representing the aggregate par or
stated value is credited to share capital. Proceeds in excess of the aggregate par or stated value of shares,
if any are credited to additional paid-in capital. Incremental cost directly attributable to the issuance of
new shares are shown in equity as a deduction from the proceeds, net of tax.
Non-derivative instruments that are or might be settled in shares can be classified as equity only if there
is no contractual obligation for the entity to deliver a variable number of its own equity instruments
(and, additionally, the instrument contains no contractual obligation to deliver cash or another financial
asset).

)

The Group’s convertible preferred shares are issued with various rights as described in Note 12. These
are convertible to fixed number of shares and do not have redemption option. As such, these do not
create a liability component. In accordance with the substance of the contractual arrangements and the
intention of the parties involved, the Group classified its preferred shares as part of equity.
Retained earnings
Retained earnings pertain to the accumulated profit from the operations of the Group.
23.18

Dividend distribution

Dividend distribution to the Group’s shareholders is recognized as a liability in the consolidated financial
statements in the period in which the dividends are approved by the Group’s BOD.
23.19

Revenue recognition

Revenue is measured based on the consideration specified in a contract with a customer. The Group
recognizes revenue when it transfers control over a product or service to a customer.
The following is a description of principal activities from which the Group generates its revenue.
Service revenues
Revenues are principally derived from providing the following telecommunications services: data
services from internet and installation and corporate services including network service solutions. When
determining the amount of revenue to be recognized in any period, the overriding principle followed is to
match the revenue with the provision of service. Services may be rendered separately or together with
goods or other services. The specific recognition criteria are as follows:
Subscribers
Postpaid service arrangements include fixed monthly charges generated from postpaid data services
through postpaid plans primarily from data and other network services and leased line services, which
the Group recognizes over time throughout the subscriber’s subscription period. Services provided to
postpaid subscribers are billed throughout the month according to the billing cycles of subscribers.
Services availed by subscribers in addition to these fixed fee arrangements are charged separately and
recognized as the additional service is provided or as availed by the subscribers.
Non-recurring upfront fees such as installation fees charged to subscribers for connection to the Group’s
network are deferred and recognized as revenue over the term of the subscription contract. The related
incremental costs are similarly deferred and recognized over the same period in the Group’s consolidated
statement of total comprehensive income, if such costs are expected to be recovered.
Contract assets and liabilities
Subscription and other service fees are normally billed according to the bill cycle of a subscriber. The
subscriber pays the fixed amount based on the bill cycle. If the performance obligations fulfilled by the
Group exceed the total payments received to date, a contract asset is recognized. If the total payments
received to date exceed the performance obligation fulfilled, a contract liability is recognized and is
presented as deferred revenue. The contract assets are transferred to trade receivables when the Group’s
rights to the contract consideration become unconditional. A right to consideration is unconditional if
only the passage of time is required before payment of that consideration is due.

)

Deferred contract costs
Incremental costs to obtain a contract with customers such as subscriber acquisition costs and costs to
fulfill the contract such as installation costs are capitalized as deferred contract costs if the Group expect to
recover those costs. Deferred contract costs are stated at cost less accumulated amortisation and
impairment losses. Deferred contract costs are amortized on a straight-line basis over the term of the
subscription period of up to two (2) years from the date of activation of the subscription. Amortization of
deferred contract costs are presented as part of cost of services in profit or loss.
Impairment losses are recognised to the extent that the carrying amount of the deferred contract costs
exceed the net of (i) remaining amount of consideration that the Group expects to receive in exchange for
the goods or services to which the asset relates, less (ii) any costs that relate directly to providing those
goods or services that have not yet been recognised as expenses.
Financing components
The Group does not expect to have any contracts where the period between the transfer of the promised
goods or services to the customer and payment by the customer exceeds one year. Consequently, the Group
does not adjust any of the transaction prices for the time value of money.
Multiple-deliverable arrangements
In revenue arrangements, which involve bundled sales of materials (non-service component) and
telecommunication services (service component), the total arrangement consideration is allocated based
on the relative stand-alone selling prices of each distinct performance obligation. Stand-alone selling
price is the price at which the Group sells the goods or services separately to a customer. However, if
goods or services are not currently offered separately, the Group uses the cost-plus margin method to
determine the stand-alone selling price to be used in the revenue allocation.
Interest income
Interest income is recognized on a time-proportion basis using the effective interest method. Interest
income from bank deposits is presented net of applicable tax withheld by the banks.
Other income
Other income is recognized when earned.
23.20

Costs and expenses recognition

Costs and expenses are recognized in the consolidated statement of total comprehensive income when
decrease in future economic benefit related to a decrease in an asset or an increase in a liability has
arisen that can be measured reliably. Costs and expenses are recognized in the consolidated statement
of total comprehensive income:
x
x
x

on the basis of a direct association between the costs incurred and the earning of specific items of
income;
on the basis of systematic and rational allocation procedures when economic benefits are expected
to arise over several accounting periods and the association can only be broadly or indirectly
determined; or
immediately when expenditure produces no future economic benefits or when, and to the extent
that, future economic benefits do not qualify or cease to qualify, for recognition in the consolidated
statement of financial position as an asset.

Costs and expenses in the consolidated statement of total comprehensive income are presented using
the function of expense method.

)

23.21
(ii)

Employee benefits
Short-term benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the
related service is provided.
A liability is recognized for the amount expected to be paid under short-term cash bonus if the Group has a
present legal or constructive obligation to pay this amount as a result of past service provided by the
employee and the obligation can be estimated reliably.
(iii)

Retirement benefit obligation

The Group has yet to adopt a formal retirement plan for the benefit of its qualified employees. Under RA
No. 7641, in the absence of a retirement plan or agreement providing for retirement benefits of
employees in the private sector, an employee upon reaching the age of 60 years or more, but not beyond
65 years, who has served at least 5 years in a private Group, may retire and shall be entitled to retirement
pay equivalent to at least one-half month salary plus one twelfth of the 13th month pay and cash
equivalent of not more than 5 days of service incentive leaves for every year of service (or 100% of
monthly salary), a fraction of at least 6 months being considered as one whole year.
The liability recognized in the consolidated statement of financial position in respect of defined benefit
retirement plans is the present value of the defined benefit obligation at the end of the reporting period.
The defined benefit obligation is calculated annually by independent actuaries using the projected unit
credit method. The present value of the defined benefit obligation is determined by discounting the
estimated future cash outflows using interest rates of government bonds that are denominated in
Philippine Peso, the currency in which the benefits will be paid, and that have terms to maturity
approximating the terms of the related retirement obligation.
Remeasurements arising from experience adjustments and changes in actuarial assumptions are charged
or credited in other comprehensive income in the period in which they arise.
Past-service costs are recognized immediately in profit or loss.
The net interest cost is calculated by applying the discount rate to the balance of the defined benefit
obligation. This cost is included in employee benefit expense in profit or loss.
(iv)

Termination benefits

Termination benefits are payable when employment is terminated by the Group before the normal
retirement date, or whenever an employee accepts voluntary redundancy in exchange for these benefits.
The Group recognizes termination benefits at the earlier of the following dates: (a) when the Group can
no longer withdraw the offer of those benefits; and (b) when the Group recognizes costs for a
restructuring that is within the scope of PAS 37 and involves the payment of termination benefits. In the
case of an offer made to encourage voluntary redundancy, the termination benefits are measured based
on the number of employees expected to accept the offer. Benefits falling due more than twelve months
after the end of the reporting period are discounted to their present value.

)

23.22

Leases

Accounting policies applied beginning January 1, 2019
Where the Group is the lessee
Assets and liabilities arising from a lease are initially measured on a present value basis. The interest
expense is recognized in the profit or loss over the lease period so as to produce a constant periodic rate
of interest on the remaining balance of the liability for each period. The right-of-use asset is depreciated
over the shorter of the asset's useful life and the lease term on a straight-line basis.
(i) Measurement of lease liabilities
Lease liabilities include the net present value of the following lease payments:
x
x
x
x
x

fixed payments (including in-substance fixed payments), less any lease incentives receivable
variable lease payment that are based on an index or a rate
amounts expected to be payable by the lessee under residual value guarantees
the exercise price of a purchase option if the lessee is reasonably certain to exercise that option
payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that
option

Lease payments to be made under reasonably certain extension options are also included in the
measurement of the liability.
The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be
readily determined, which is generally the case for the Group’s leases, the lessee’s incremental borrowing
rate is used, being the rate that the individual lessee would have to pay to borrow the funds necessary to
obtain an asset of similar value to the right-of-use asset in a similar economic environment with similar
terms, security and conditions.
To determine the incremental borrowing rate, the Group:
x
x
x

where possible, uses recent third-party financing received by the individual lessee as a starting point,
adjusted to reflect changes in financing conditions since third party financing was received,
uses a build-up approach that starts with a risk-free interest rate adjusted for credit risk for leases
held for entities which do not have recent third-party financing, and
makes adjustments specific to the lease (i.e. term, currency and security).

The Group is exposed to potential future increases in variable lease payments based on an index or rate,
which are not included in the lease liability until they take effect. When adjustments to lease payments
based on an index or rate take effect, the lease liability is reassessed and adjusted against the right-of-use
asset.
Lease payments are allocated between principal and interest expense. The interest expense is charged to
profit or loss over the lease period so as to produce a constant periodic rate of interest on the remaining
balance of the liability for each period.
(ii) Measurement of right-of-use assets
Right-of-use assets are measured at cost comprising the following:
x
x
x
x

the amount of the initial measurement of lease liability,
any lease payments made at or before the commencement date less any lease incentives received,
any initial direct costs, and
restoration costs.
)

Right-of-use assets are generally depreciated over the shorter of the asset's useful life and the lease term
on a straight-line basis. If the Group is reasonably certain to exercise a purchase option, the right-of-use
asset is depreciated over the underlying asset’s useful life.
(iii) Extension and termination options
In determining the lease term, management considers all facts and circumstances that create an
economic incentive to exercise an extension option, or not exercise a termination option. Extension
options (or periods after termination options) are only included in the lease term if the lease is
reasonably certain to be extended (or not terminated). The lease term is reassessed if an option is
actually exercised (or not exercised) or the Group becomes obliged to exercise (or not exercise) it. The
assessment of reasonable certainty is revised only if a significant event or a significant change in
circumstances occurs, which affects this assessment, and that is within the control of the lessee.
(iv) Short-term leases and leases of low-value assets
Payments associated with short-term leases and leases of low-value assets are recognized on a
straight-line basis as an expense in the profit or loss. Short-term leases are leases with a lease term of 12
months or less. Low-value assets comprise IT-equipment.
Where the Group is the lessor
Leases where the Group does not transfer substantially all the risks and benefits of ownership of the
asset are classified as operating lease. Operating lease payments received are recognized as an income on
a straight-line basis over the lease term.
Leases in which substantially all the risks and rewards of ownership are transferred to the lessee are
classified as finance leases. When assets are leased out under a finance lease, the net investment in the
lease is recognized as a finance lease receivable. Net investment in the lease is equal to the minimum
lease payments receivable by the lessor discounted at the interest rate implicit in the lease at the
inception date plus any unguaranteed residual value accruing to the lessor. Initial direct costs are
included in the initial measurement of the finance lease receivable and reduce the amount of income
recognized over the lease term.
Finance lease income is recognized over the term of the lease using the effective interest method, which
reflects a constant periodic rate of return.
Sale and leaseback transactions where the Group is the buyer-lessor
A sale and leaseback transaction involves the transfer of an asset by an entity (the seller-lessee) to
another entity (the buyer-lessor) and the leaseback of the same asset by the seller-lessee. When a
seller-lessee has undertaken a sale and lease back transaction with a buyer-lessor, both the seller-lessee
and the buyer-lessor must first determine whether the transfer qualifies as a sale. This determination is
based on the requirements for satisfying a performance obligation in PFRS 15 ‘Revenue from contracts
with customers’. If the transfer qualifies as a sale and the transaction is on market terms, the
buyer-lessor accounts for the purchase in accordance with the applicable standards (e.g. PAS 16
‘Property, plant and equipment’ if the asset is property, plant or equipment or PAS 40 ‘Investment
property’ if the property is investment property). The lease is then accounted for as either a finance lease
or an operating lease using PFRS 16’s lessor accounting requirements. Adjustments are required if
consideration for the sale is not at fair value and/or payments for the lease are not at market rates. These
adjustments result in recognition of:
x
x

a prepayment to reflect below-market terms
additional financing provided by the buyer-lessor to the seller-lessee to reflect above-market terms.

)

If the transfer does not qualify as a sale the parties account for it as a financing transaction. This means
that the buyer-lessor has not purchased the underlying asset and therefore does not recognise the
transferred asset on the consolidated statement of financial position. Instead, the buyer-lessor accounts
for the amounts paid to the seller-lessee as a financial asset in accordance with PFRS 9. From the
perspective of the buyer-lessor, this arrangement is a financing transaction.
Accounting policies applied until December 31, 2018
Where the Group is the lessee
Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under operating leases (net of any incentives received
from the lessor) are recognized in profit or loss on a straight-line basis over the period of the lease.
The Group leases certain property and equipment. Lease of property and equipment where the Group
has substantially all the risks and rewards of ownership are classified as finance leases. Finance leases
are capitalized at the lease’s commencement at the lower of the fair value of the leased property and the
present value of the minimum lease payments.
Each lease payment is allocated between the liability and finance charges so as to achieve a constant rate
on the finance balance outstanding. The corresponding finance lease obligations, net of finance charges,
are presented as a separate line item in the consolidated statement of financial position. The interest
element of the finance cost is recognized in profit or loss over the lease period so as to produce a constant
periodic rate of interest on the remaining balance of the liability for each period. The property and
equipment acquired under finance lease is depreciated over the shorter of the useful life of the asset and
the lease term.
23.23

Provisions and contingencies

Provisions are recognized when the Group has a present legal or constructive obligation as a result of
past events, it is more likely than not that an outflow of resources will be required to settle the obligation
and the amount can be reliably estimated. Provisions are not recognized for future operating losses.
Where there are a number of similar obligations, the likelihood that an outflow will be required in
settlement is determined by considering the class of obligations as a whole. A provision is recognized
even if the likelihood of an outflow with respect to any one item included in the same class of obligations
may be small.
Provisions are measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessment of the time value of money and
the risks specific to the obligation. The increase in the provision due to passage of time is recognized in
profit or loss.
Provisions are reviewed at the end of each reporting period and adjusted to reflect the current best
estimate. If it is no longer probable that an outflow of resources embodying economic benefits will be
required to settle the obligation, the provision is reversed and derecognized in the consolidated
statement of financial position.
Provisions are derecognized when the related legal or contractual obligation is discharged, cancelled or
expired.
23.24

Current and deferred income tax

Income tax expense recognized in profit or loss during the period comprises of current and deferred
income tax (DIT), except to the extent that it relates to items recognized in other comprehensive income.

)

The current income tax charge is calculated on the basis of tax laws enacted or substantively enacted at
the end of the reporting period. Management periodically evaluates positions taken in tax returns with
respect to situations in which applicable tax regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of amounts expected to be paid to the tax authorities.
DIT is recognized on all temporary differences arising between the tax bases of assets and liabilities and
their carrying amounts in the consolidated financial statements. DIT is determined using tax rates and
laws that have been enacted or substantively enacted by the end of the reporting period and are expected
to apply when the related DIT asset is realized or the deferred income tax liability is settled.
DIT assets are the amounts of income taxes recoverable in future periods in respect of all deductible
temporary differences. DIT assets are recognized to the extent it is probable that future taxable profit will
be available against which the temporary differences can be utilized. DIT liabilities are the amounts of
income taxes payable in future periods in respect of taxable temporary differences.
DIT assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
against current tax liabilities and when the DIT assets and liabilities relate to income taxes levied by the
same taxation authority where there is an intention to settle the balances on a net basis.
23.25

Related party relationships and transactions

Related party relationship exists when one party has the ability to control, directly or indirectly through
one or more intermediaries, the other party or exercise significant influence over the other party in
making financial and operating decisions. Such relationship also exists between and/or among entities
which are under common control with the reporting enterprise, or between, and/or among the reporting
enterprise and its key management personnel, directors, or its shareholders. In considering each
possible related party relationship, attention is directed to the substance of the relationship, and not
merely the legal form.
23.26

Foreign currency transactions and translations

Functional and presentation currency
Items included in the consolidated financial statements of the Group are measured using the currency of
the primary economic environment in which the entity operates (the “functional currency”). The
consolidated financial statements are presented in Philippine Peso, which is the Group’s functional and
presentation currency.
Transactions and balances
Foreign currency transactions are translated into Philippine Peso using the exchange rates prevailing at
the dates of the transaction. Foreign exchange gains and losses resulting from the settlement of foreign
currency transactions and from the translation at the year-end exchange rates of monetary assets and
liabilities denominated in foreign currencies are recognized in profit or loss.
23.27

Segment reporting

Operating segments, and the amounts of each segment item reported in the consolidated financial
statements, are identified from the financial information provided regularly to the Group’s most senior
executive management for the purposes of allocating resources to, and assessing the performance of, the
Group’s various lines of business.
Individually material operating segments are not aggregated for financial reporting purposes unless the
segments have similar economic characteristics and are similar in respect of the nature of products
and services, the nature of production processes, the type or class of customers, the methods used to
distribute the products or provide the services, and the nature of the regulatory environment. Operating
segments which are not individually material may be aggregated if they share a majority of these criteria.
)

The Group’s management assesses the performance and allocates the resources of the Group
as a whole, as all of the Group’s activities are considered to be primarily the operation of fixed
telecommunications network services. Therefore, management considers there is only one operating
segment under the requirements of PFRS 8, Operating Segments. In this regard, no segment information
is presented.
23.28

Earnings per share

Basic EPS is computed by dividing net income attributable to common stock by the weighted
average number of common shares outstanding, after giving retroactive effect for any stock
dividends, stock splits or reverse stock splits during the period.
Diluted EPS is computed by dividing net income attributable to common shareholders by the
weighted average number of common shares outstanding during the period, after giving
retroactive effect for any stock dividends, stock splits or reverse stock splits during the period, and
adjusted for the effect of dilutive convertible preferred shares. If the required dividends to be declared on
convertible preferred shares divided by the number of equivalent common shares, assuming such shares
are converted, would decrease the basic EPS, then such convertible preferred shares would be deemed
dilutive. Where the effect of the assumed conversion of the preferred shares have anti-dilutive effect,
basic and diluted EPS are stated at the same amount.
23.29

Seasonal fluctuations

There are no seasonal aspects that have a material effect on the consolidated financial statements.
23.30

Subsequent events

Subsequent events that provide additional information about the Group’s position at the financial
reporting date (adjusting events) are reflected in the consolidated financial statements. Subsequent
events that are not adjusting events are disclosed in the notes to consolidated financial statements when
material.

)
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AND SUBSIDIARIES

SUPPLEMENTARY SCHEDULES AS REQUIRED BY SRC RULE 68, AS AMENDED
JUNE 30, 2020
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CONVERGE INFORMATION AND COMMUNICATIONS TECHNOLOGY SOLUTIONS, INC.
AND SUBSIDIARIES

SCHEDULE A - FINANCIAL ASSETS
JUNE 30, 2020
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CONVERGE INFORMATION AND COMMUNICATIONS TECHNOLOGY SOLUTIONS, INC.
AND SUBSIDIARIES

SCHEDULE B - AMOUNTS RECEIVABLE FROM DIRECTORS, OFFICERS, EMPLOYEES, RELATED PARTIES AND PRINCIPAL
STOCKHOLDERS (OTHER THAN RELATED PARTIES)
JUNE 30, 2020
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*As required by SRC Rule 68, this schedule shall be filed with respect to each person among the directors, officers and employees from whom an aggregate indebtedness
of more than P1 million or one percent (1%) of total assets, whichever is less, is owed for items arising outside the ordinary course of business. There were no advances
with respect to each person among the directors, officers and employees amounting to more than P1 million outside the ordinary course of business as of June 30, 2020.
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CONVERGE INFORMATION AND COMMUNICATIONS TECHNOLOGY SOLUTIONS, INC.
AND SUBSIDIARIES

SCHEDULE C - AMOUNTS RECEIVABLE FROM RELATED PARTIES WHICH ARE ELIMINATED
DURING THE CONSOLIDATION OF THE FINANCIAL STATEMENTS
JUNE 30, 2020
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CONVERGE INFORMATION AND COMMUNICATIONS TECHNOLOGY SOLUTIONS, INC.
AND SUBSIDIARIES

SCHEDULE D - LONG TERM DEBT
JUNE 30, 2020
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CONVERGE INFORMATION AND COMMUNICATIONS TECHNOLOGY SOLUTIONS, INC.
AND SUBSIDIARIES

SCHEDULE E - INDEBTEDNESS TO RELATED PARTIES (LONG-TERM LOANS FROM RELATED
COMPANIES)
JUNE 30, 2020
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CONVERGE INFORMATION AND COMMUNICATIONS TECHNOLOGY SOLUTIONS, INC.
AND SUBSIDIARIES

SCHEDULE F - GUARANTEES OF SECURITIES OF OTHER ISSUERS
JUNE 30, 2020
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CONVERGE INFORMATION AND COMMUNICATIONS TECHNOLOGY SOLUTIONS, INC.
AND SUBSIDIARIES

SCHEDULE G - SHARE CAPITAL
JUNE 30, 2020
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CONVERGE INFORMATION AND COMMUNICATIONS TECHNOLOGY SOLUTIONS, INC.
AND SUBSIDIARIES

SCHEDULE OF FINANCIAL SOUNDNESS INDICATOR
JUNE 30, 2020
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Current assets/ current liabilities
Cash and cash equivalents + Trade and other receivables, net + Due from related parties/ Current liabilities
FNet operating profit after tax + depreciation and amortization/ Loans payable
GLoans payable/ Total equity
HTotal assets/ Total equity
IEarnings before interest, taxes, depreciation and amortization / Interest expense
J Earnings before interest, taxes, depreciation and amortization / (Current loan payable + Interest expense + current lease liabilities)
KLoans payable less cash and cash equivalents/ Earnings before interest, taxes, depreciation and amortization
LNet income attributable to ordinary equity holders of the Parent Company/ Weighted average number of ordinary shares
MTotal equity less Preferred Equity/ Total number of shares outstanding
NNet income attributable to owners of the Parent Company / Average total assets
ONet income attributable to owners of the Parent Company / Average total equity
PNet income/ Revenues
D
E

)

Converge Information and Communications Technology Solutions, Inc. and
Subsidiaries
Reconciliation of Parent Company’s Retained Earnings Available for Dividend
Declaration
For the period ended June 30, 2020
(All amounts in Philippine Peso)
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Converge Information and Communications Technology Solutions, Inc. and Subsidiaries
A Map Showing the Relationships between and among the Company and its
Ultimate Parent Company, Middle Parent, Subsidiaries or Co-subsidiaries and Associates
June 30, 2020
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CONVERGE INFORMATION AND COMMUNICATIONS TECHNOLOGY SOLUTIONS, INC.
AND SUBSIDIARIES

SUPPLEMENTARY SCHEDULES AS REQUIRED BY SRC RULE 68, AS AMENDED
DECEMBER 31, 2019

Schedules

Description

A

Financial Assets

B

Amounts Receivable from Directors, Officers, Employees, Related Parties
and Principal Stockholders (Other than Related Parties)

C

Amounts Receivable from Related Parties which are eliminated during the
consolidation of the financial statements

D

Long Term Debt

E

Indebtedness to Related Parties (Long-Term loans from Related
Companies)

F

Guarantees of Securities of Other Issuers

G

Share Capital
Schedule of Financial Soundness Indicator
Reconciliation of Parent Company’s Retained Earnings Available for
Dividend Declaration
A Map Showing the Relationships between and among the Parent Company
and its Ultimate Parent Company, Middle Parent, Subsidiaries or Cosubsidiaries and Associates
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CONVERGE INFORMATION AND COMMUNICATIONS TECHNOLOGY SOLUTIONS, INC.
AND SUBSIDIARIES

SCHEDULE A - FINANCIAL ASSETS
DECEMBER 31, 2019

Name of issuing entity and association of each issue
Financial assets at amortized cost
Cash in banks
Asia United Bank
Banco de Oro
Bank of the Philippine Islands
China Banking Corporation
Philippine National Bank
Landbank of the Philippines
Metropolitan Bank and Trust Company
Rural Bank of Porac
Rizal Commercial Banking Corporation
Security Bank Corporation
Union Bank of the Philippines, Inc

Principal amount
of bonds and
notes

Amount shown in
the consolidated
statement of
financial position

Income
received and
accrued

-

1,314,577,497
785,912,470
325,743,303
286,467,012
61,778,347
7,562,723
156,031,948
18,781,569
71,658,290
15,324,970
185,337,750

1,722,316
500,673
404,042
377,837
81,483
9,975
205,799
24,772
94,514
20,213
244,452

3,000,000,000

666,667

Short-term placements
Bank of the Philippine Islands

-

Cash on hand
Total cash and cash equivalents

-

3,867,126
6,233,043,005

4,352,743

Trade and other receivables

-

2,080,637,055

-

Due from related parties
Total financial assets

-

586,606,839
8,900,286,899

4,352,743
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Due from related parties
Pentastar Holding Co. Inc.
Comclark Network & Tech. Corp.
Pacific Kabelnet Holding Co. Inc. and affiliates
Total Due from related parties

210,000,000

81,541,596
186,055,005
267,596,601

Additions
N/A

-

(115,982,697)
(39,448,607)
(155,431,304)

Amounts
collected
N/A

-

-

Amounts
written
off
N/A

210,000,000

32,000,030
140,945,232
413,661,577
586,606,839

Current
N/A

-

-

Noncurrent
N/A

210,000,000

32,000,030
140,945,232
413,661,577
586,606,839

Balance at the
end of the
period
N/A
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*As required by SRC Rule 68, this schedule shall be filed with respect to each person among the directors, officers and employees from whom an aggregate indebtedness
of more than P1 million or one percent (1%) of total assets, whichever is less, is owed for items arising outside the ordinary course of business. There were no advances
with respect to each person among the directors, officers and employees amounting to more than P1 million outside the ordinary course of business as of June 30, 2020.

-

32,000,030
175,386,333
267,055,179
474,441,542

Name and Designation of debtor
Advances to directors, officers, employees*

Trade and other receivables
Fibernet Konstrukt Corp.

Balance at
beginning of
period
N/A

SCHEDULE B - AMOUNTS RECEIVABLE FROM DIRECTORS, OFFICERS, EMPLOYEES, RELATED PARTIES AND PRINCIPAL
STOCKHOLDERS (OTHER THAN RELATED PARTIES)
DECEMBER 31, 2019

CONVERGE INFORMATION AND COMMUNICATIONS TECHNOLOGY SOLUTIONS, INC.
AND SUBSIDIARIES

Name and Designation of debtor
Converge Information and Communications
Technology Solutions, Inc.
Metroworks ICT Construction, Inc.
Pentagon Holding Co. Inc.
5,727,914,626
916,604,803
6,644,519,429

1,869,245,221
159,864,520
62,500
2,029,172,241
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Additions

Balance at
beginning of
period
(3,704,977,619)
(211,477)
(3,705,189,096)

Amounts
collected
-

Amounts
written off

SCHEDULE C - AMOUNTS RECEIVABLE FROM RELATED PARTIES WHICH ARE ELIMINATED
DURING THE CONSOLIDATION OF THE FINANCIAL STATEMENTS
DECEMBER 31, 2019

CONVERGE INFORMATION AND COMMUNICATIONS TECHNOLOGY SOLUTIONS, INC.
AND SUBSIDIARIES

3,892,182,228
1,076,257,846
62,500
4,968,502,574

Current

-

Noncurrent

3,892,182,228
1,076,257,846
62,500
4,968,502,574

Balance at the
end of the
period

Bank Borrowings

Bank Borrowings

Bank Borrowings

Bank Borrowings

Bank Borrowings

Title of Issue and type of
obligation
Bank Borrowings

-

1,098,250,000

8,170,000,000

-

730,000,000

305,000,000

Amount shown
under caption
"Current portion of
long-term debt" in
related balance
sheet
63,250,000

4,000,000,000

400,000,000

1,770,000,000

2,000,000,000

-

Amount authorized
by indenture
-

SCHEDULE D - LONG TERM DEBT
DECEMBER 31, 2019
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6,851,625,000

1,000,000,000

1,600,000,000

3,000,000,000

1,220,000,000

Amount shown
under caption
"Long-Term Debt"
in related balance
sheet
31,625,000

Notes
BPI, interest at 6.13% per annum, subject to repricing, payable
in equal quarterly payments starting August 11, 2017 and
matures on May 11, 2021.
BPI, interest ranges from 5.75%-7.13% subject to quarterly
repricing, payable in equal quarterly installments starting
February 4, 2019 and matures on November 24, 2024.
BPI, interest at 4.92% payable in equal quarterly payments
starting March 2022, matures on December 23, 2026.
AUB, interest ranges from 6.00 %-6.75% per annum, subject to
repricing, payable in lump sum on due date.
AUB, interest ranges from 6.75%-7.29% per annum, subject to
repricing, payable in 12 equal quarterly payments starting June
7, 2021, matures on March 7, 2024.
PNB, with interest rate of 5.98%, subject to repricing, payable at
32 equal monthly payments starting October 12, 2021 and
matures on July 12, 2029.

CONVERGE INFORMATION AND COMMUNICATIONS TECHNOLOGY SOLUTIONS, INC.
AND SUBSIDIARIES

CONVERGE INFORMATION AND COMMUNICATIONS TECHNOLOGY SOLUTIONS, INC.
AND SUBSIDIARIES

SCHEDULE E - INDEBTEDNESS TO RELATED PARTIES (LONG-TERM LOANS FROM RELATED
COMPANIES)
DECEMBER 31, 2019

Name of related party
N/A

Balance at beginning of the
period
N/A
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Balance at the end of the
period
N/A

CONVERGE INFORMATION AND COMMUNICATIONS TECHNOLOGY SOLUTIONS, INC.
AND SUBSIDIARIES

SCHEDULE F - GUARANTEES OF SECURITIES OF OTHER ISSUERS
DECEMBER 31, 2019

Name of issuing entity of
securities guaranteed by the
company for which this
statement is filed
N/A

Title of issue of each
class of securities
guaranteed
N/A

Total amount
guaranteed and
outstanding
N/A

F-192

Amount owned by
person for which
statement is filed
N/A

Nature of
guarantee
N/A

Title of issue
Common shares
Convertible preferred shares

Number of
shares
authorized
435,000,000
65,000,000

SCHEDULE G - SHARE CAPITAL
DECEMBER 31, 2019

Number of shares issued
and outstanding
125,000,000
30,681,818
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Number of shares
reserved for options,
warrants, conversion,
and other rights
30,681,818
Number of
shares held by
related parties
124,999,995
30,681,817

CONVERGE INFORMATION AND COMMUNICATIONS TECHNOLOGY SOLUTIONS, INC.
AND SUBSIDIARIES

Directors,
officers, and
employees
5
1

Others
N/A
N/A

December 31, 2019
1.1x
0.9x
0.5x
0.7x
2.6x
16.1x
2.6x
0.4x
12.59
42.56
8.9%
23.4%
21.4%

December 31, 2018
0.5x
0.3x
0.9x
0.6x
2.7x
38.5x
1.7x
0.8x
10.06
36.87
14.2%
32.1%
24.9%

December 31, 2017
1.2x
0.7x
2.7x
0.2x
1.6x
151.6x
5.9x
0.1x
9.84
25.81
31.3%
47.2%
41.9%

December 31, 2016
2.0x
1.2x
3.3x
0.1x
1.4x
174.8x
22.9x
-0.1x
7.66
15.93
29.4%
43.2%
30.3%

b

a
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Current assets/ current liabilities
Cash and cash equivalents + Trade and other receivables, net + Due from related parties/ Current liabilities
c
Net operating profit after tax + depreciation and amortization/ Loans payable
d
Loans payable/ Total equity
eTotal assets/ Total equity
f
Earnings before interest, taxes, depreciation and amortization / Interest expense
g
Earnings before interest, taxes, depreciation and amortization / (Current loan payable + Interest expense + current lease liabilities)
hLoans payable less cash and cash equivalents/ Earnings before interest, taxes, depreciation and amortization
i
Net income attributable to ordinary equity holders of the Parent Company/ Weighted average number of ordinary shares
j
Total equity less Preferred Equity/ Total number of shares outstanding
kNet income attributable to owners of the Parent Company / Average total assets
l
Net income attributable to owners of the Parent Company / Average total equity
m
Net income/ Revenues

Current ratioa
Acid test ratiob
Solvency ratioc
Debt-to-equity ratiod
Asset-to-equity ratioe
Interest rate coverage ratiof
Debt service coverage ratiog
Net debt/ EBITDAh
Earnings per share (PHP) i
Book value per sharej
Return on Assetsk
Return on Equityl
Net profit marginm

SCHEDULE OF FINANCIAL SOUNDNESS INDICATOR
DECEMBER 31, 2019

CONVERGE INFORMATION AND COMMUNICATIONS TECHNOLOGY SOLUTIONS, INC.
AND SUBSIDIARIES

Converge Information and Communications Technology Solutions, Inc. and
Subsidiaries
Reconciliation of Parent Company’s Retained Earnings Available for Dividend
Declaration
For the year ended December 31, 2019
(All amounts in Philippine Peso)

Unappropriated retained earnings at beginning of the year as
shown in the Parent Company’s separate financial
statements
Net income during the year closed to retained earnings
Less: Non-actual/unrealized income net of tax
Equity in net income of associate/joint venture
Unrealized foreign exchange gain - (after tax) except those
attributable to cash and cash equivalents)
Unrealized actuarial gain
Fair value adjustment (mark-to-market gains)
Fair value adjustment of Investment Property resulting to
gain
Adjustment due to deviation from PFRS - gain
Other unrealized gains or adjustments to the retained
earnings as a result of certain transactions accounted
for under the PFRS
Add: Non-actual losses
Depreciation on revaluation increment (after tax)
Adjustment due to deviation from PFRS - loss
Loss on fair value adjustment of investment property (after
tax)
Subtotal
Add: Release of retained earnings appropriation
Effects of prior period adjustments
Less: Treasury shares
Appropriation of Retained Earnings during the period
Dividend declarations during the period
Unappropriated Retained Earnings, as adjusted, ending
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1,113,626,127
1,984,336,796
(13,462,559)
-

1,970,874,237
(770,210,453)
2,314,289,911
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A Map Showing the Relationships between and among the Company and its
Ultimate Parent Company, Middle Parent, Subsidiaries or Co-subsidiaries and Associates
December 31, 2019

Converge Information and Communications Technology Solutions, Inc. and Subsidiaries

APPENDIX 1: GENERAL ASSET DESCRIPTION

No.

Kind

Location

Status

Condition

1.

Land

San Carlos City, Negros Occidental

Owned

Good

2.

Land

Bacong, Negros Oriental

Owned

Good

3.

Land

Naga City, Cebu

Owned

Good

4.

Land

Roxas City, Capiz

Owned

Good

5.

Land

San Juan, Batangas

Owned

Good

6.

Land

Tagbilaran, Bohol

Owned

Good

7.

Land

Roxas, Oriental Mindoro

Owned

Good

8.

Land

Zarraga, Iloilo

Owned

Good

9.

Land

Bogo, Cebu

Owned

Good

10.

Land

Masbate, Masbate

Owned

Good

11.

Land

Maguikay, Mandaue City, Cebu

Owned

Good

12.

Head Office

99 E. Rodriguez Jr. Ave. Ugong, Pasig City

Leased

Good

13.

Office Space, Payment
and Business Center

Bilibiran, Binangonan, Rizal

Leased

Good

14.

Office Space, Payment
and Business Center

J. Miranda St. Barangay 14 (Loro)/Caridad, Cavite
City

Leased

Good

15.

Office Space, Payment
and Business Center

795 Alcala St., SIPI Daraga, Albay

Leased

Good

16.

Office Space, Payment
and Business Center

F. Pimentel Avenue, Brgy. I, Daet, Camarines Norte

Leased

Good

17.

Office Space, Payment
and Business Center

Shaw Boulevard - 380 Shaw Boulevard Addition
Hills, Mandaluyong City

Leased

Good

18.

Office Space, Payment
and Business Center

Bagumbong Road, Sunshineville/ Neovista Homes,
Brgy., 171, Caloocan City

Leased

Good

19.

Office Space, Payment
and Business Center

Raffles Corporate Center, F. Ortigas, Jr. Road,
Ortigas Center, Pasig City

Leased

Good

20.

Office Space, Payment
and Business Center

Nancayasan, Urdaneta

Leased

Good

21.

Office Space, Payment
and Business Center

Pangasinan

Leased

Good

22.

Office Space, Payment
and Business Center

Bo. Maliwalo, Tarlac City

Leased

Good

23.

Office Space, Payment
and Business Center

Pres. M.A Roxas Clark Freeport Zone, Pampanga

Leased

Good

24.

Office Space, Payment
and Business Center

Project 4- 39 P. Ocampo St., Corner Maria Hugo St.
Brgy. Marilag Quezon City

Leased

Good

25.

Office Space, Payment
and Business Center

Marikina Heights- Champaca corner Ipil Marikina
Heights, Marikina City

Leased

Good

26.

Office Space, Payment
and Business Center

Brgy. Consolacion

Leased

Good

A-1

No.

Kind

Location

Status

Condition

27.

Office Space, Payment
and Business Center

Agoo, La Union

Leased

Good

28.

Office Space, Payment
and Business Center

Pulung Maragul, Angeles City, Pampanga

Leased

Good

29.

Office Space, Payment
and Business Center

New Street Balibago, Angeles City, Pampanga

Leased

Good

30.

Office Space, Payment
and Business Center

MacArthur Highway, Dolores, San Fernando,
Pampanga

Leased

Good

31.

Office Space, Payment
and Business Center

Datelcom Bldg., MacArthur
Mabalacat City, Pampanga

Leased

Good

32.

Office Space, Payment
and Business Center

Poblacion, Macabebe, Pampanga

Leased

Good

33.

Office Space, Payment
and Business Center

100 Poblacion 3, Gerona, Tarlac

Leased

Good

34.

Office Space, Payment
and Business Center

1255 Rizal Avenue, West Tapinac, Olongapo City

Leased

Good

35.

Office Space, Payment
and Business Center

Purok 3 Brgy. Sta Cruz, Zaragoza, Nueva Ecija

Leased

Good

36.

Office Space, Payment
and Business Center

GF Jemara Plaza, F.M. Domingo St., Poblacion Sur,
Paniqui, Tarlac

Leased

Good

37.

Office Space, Payment
and Business Center

Ommetta Bldg., Parian, Mexico, Pampanga

Leased

Good

38.

Office Space, Payment
and Business Center

MacArthur Highway, San Matias, Sto. Tomas,
Pampanga

Leased

Good

39.

Office Space, Payment
and Business Center

Converge Business Center, McArthur Hi-way, San
Vicente, Apalit, Pampanga

Leased

Good

40.

Office Space, Payment
and Business Center

Alvicol Building, #140
Dasmarinas City, Cavite

1,

Leased

Good

41.

Office Space, Payment
and Business Center

Greenhills Shopping Center, Ortigas Avenue, San
Juan City

Leased

Good

42.

Office Space, Payment
and Business Center

A. Mabini St., Poblacion 1, Talisay, Batangas

Leased

Good

43.

Office Space, Payment
and Business Center

Austria Building, Rizal Avenue, San Carlos City,
Pangasinan

Leased

Good

44.

Office Space, Payment
and Business Center

Evangelista St., Brgy. 7, Lucena City

Leased

Good

45.

Office Space, Payment
and Business Center

Lot 8 Block 1 Almar Subdivision, Camarin Rd.,
Camarin, Caloocan City

Leased

Good

46.

Office Space, Payment
and Business Center

Greps Bldg. 36 CM Delos Reyes, Manggahan, Gen.
Trias Cavity City

Leased

Good

47.

Office Space, Payment
and Business Center

Stella Maris Ave, corner C. Raymundo, Maybunga
Pasig City

Leased

Good

48.

Office Space, Payment
and Business Center

724 Shaw Boulevard,
Mandaluyong City

Leased

Good
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Brgy

Brgy.

Highway

Dau,

Sampaloc

Wack

Wack,

No.

Kind

Location

Status

Condition

49.

Office Space, Payment
and Business Center

152 Maysan Rd., Maysan, Valenzuela City

Leased

Good

50.

Office Space, Payment
and Business Center

15 Topaz Street, Millionaires Village, Novaliches,
Quezon City

Leased

Good

51.

Office Space, Payment
and Business Center

187 Dona Soledad Ave, Better Living Subdivision,
Brgy. Don Bosco, Paranaque City

Leased

Good

52.

Office Space, Payment
and Business Center

Alabang-Zapote Road, Barangay Talon 1, Las Pinas
City

Leased

Good

53.

Office Space, Payment
and Business Center

National Hi-way, Bo. Barretto, Zambales

Leased

Good

54.

Office Space, Payment
and Business Center

Lot C-5B Block C Subic Commercial Light and
Industrial Park, Dewey Avenue., CBD Subic bay
Freeport Zone

Leased

Good

55.

Office Space, Payment
and Business Center

Clarita Building Dr. J. Salud Highway, Noveleta,
Cavite Aguinaldo

Leased

Good

56.

Office Space, Payment
and Business Center

156 L.P. Leviste St. Salcedo Village Makati City

Leased

Good

57.

Office Space, Payment
and Business Center

104 Paseo de Roxas Avenue, Legaspi Village,
Makati City

Leased

Good

58.

Office Space, Payment
and Business Center

Indo-China Drive, Northgate Cyberzone, Filinvest
City, Alabang Muntinlupa City

Leased

Good

59.

Office Space, Payment
and Business Center

San Miguel Ave., Ortigas Center, Pasig City

Leased

Good

60.

Office Space, Payment
and Business Center

Robinsons Cyberspace Gamma Tower, Topaz and
Ruby Roads, Ortigas Center, Pasig City

Leased

Good

61.

Office Space, Payment
and Business Center

ALPAP II Building, corner Investment Drive and
Trade Street, Madrigal Business Park, Alabang
Muntinlupa City

Leased

Good

62.

Office Space, Payment
and Business Center

Unit 102 CLC Bldg., Lot 5568 Block 9 Sabater
Compound Molino 3 Bacoor Cavite

Leased

Good

63.

Office Space, Payment
and Business Center

399 Commerce Center, 399 Aguilar Compound
Alabang-Zapote Road, Talon Uno, Las Pinas City

Leased

Good

64.

Office Space, Payment
and Business Center

Unit 23 Minerva Vineyard, National Road, Putatan,
Muntinlupa City

Leased

Good

65.

Office Space, Payment
and Business Center

Pacifica One Center, 2178 Chino Roces, Makati
City

Leased

Good

66.

Office Space, Payment
and Business Center

Pacifica One Center, 2178 Chino Roces, Makati
City

Leased

Good

67.

Office Space, Payment
and Business Center

2F-207A Zen Towers Condominium,
Natividad A. Lopez St. Ermita, Manila

Leased

Good

68.

Office Space, Payment
and Business Center

3F, 88 Panay Ave. Diliman, Quezon City

Leased

Good

69.

Office Space, Payment
and Business Center

Industry St., Madrigal Business Park, Muntinlupa
City

Leased

Good
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No.

Kind

Location

Status

Condition

70.

Office Space, Payment
and Business Center

139 Valero Street, Salcedo Village, Makati City

Leased

Good

71.

Office Space, Payment
and Business Center

M5-2FL-0011 Worldwide Corporate Center, Shaw
Blvd., Brgy. Highway Hills Mandaluyong City

Leased

Good

72.

Office Space, Payment
and Business Center

6783 Ayala Avenue, Makati City

Leased

Good

73.

Office Space, Payment
and Business Center

4F Cyberzone Tech Lounge

Leased

Good

74.

Office Space, Payment
and Business Center

Picadilly Star Building, 4th Ave cor. 27th Street,
Bonifacio Global City, Taguig

Leased

Good

75.

Office Space, Payment
and Business Center

3F, 88 Panay Ave. Diliman, Quezon City

Leased

Good

76.

Office Space, Payment
and Business Center

KM 5 Brgy. Pico, La Trinidad, Benguet

Leased

Good

77.

Office Space, Payment
and Business Center

172 Diapo St. Bankers Village II Quirino Hiway,
Caloocan City

Leased

Good

78.

Office Space, Payment
and Business Center

J. Castillo St. Cor. Alabang-Zapote Rd., Pamplona
Uno, Las Piñas City

Leased

Good

79.

Office Space, Payment
and Business Center

Sitio Dapiting, Brgy. Alapang, La Trinidad,
Benguet

Leased

Good

80.

Office Space, Payment
and Business Center

2009 Carlos Street
Pandacan, Manila

Leased

Good

81.

Office Space, Payment
and Business Center

2060 Benitez St., Malate, Manila

Leased

Good

82.

Office Space, Payment
and Business Center

447 J.P. Rizal St., Sto. Niño, Marikina City

Leased

Good

83.

Office Space, Payment
and Business Center

177 Gov. A. Pascual St., Sipac, Navotas City, Metro
Manila

Leased

Good

84.

Office Space, Payment
and Business Center

2F-212 Amang Rodriguez Ave., Manggahan, Pasig
City

Leased

Good

85.

Office Space, Payment
and Business Center

No. 84 G, Araneta Avenue, Barangay Dona Imelda,
Quezon City

Leased

Good

86.

Office Space, Payment
and Business Center

Yrreverre Square Building 888 Mindanao Ave,
Quezon City

Leased

Good

87.

Office Space, Payment
and Business Center

Block 1, Lot 5 , Sitio 2, Provincial Road, Brgy.
Muzon, San Jose Del Monte Bulacan

Leased

Good

88.

Office Space, Payment
and Business Center

5029 Sto. Rosario, Mapulang Lupa, Valenzuela
City

Leased

Good

89.

Office Space, Payment
and Business Center

1508C Apolinario Street, Pio Del Pilar, Makati City

Leased

Good

90.

Office Space, Payment
and Business Center

Patricia Village, Phase 2, Banganan, Aritao, Nueva
Vizcaya

Leased

Good

91.

Office Space, Payment
and Business Center

Zone 7, McArthur Highway,
Binalonan, Pangasinan

Leased

Good
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92.

Office Space, Payment
and Business Center

115 JS Benebe Bldg., Rizal Ave., Zone IV,
Poblacion, Bayambang, Pangasinan

Leased

Good

93.

Office Space, Payment
and Business Center

Red Planet, Arcade, Bonifacio Street, Brgy.
Canlalay, Binan, Laguna

Leased

Good

94.

Office Space, Payment
and Business Center

1805 ME (STORE 2) Sto. Tomas RD. Purok 4 Sto.
Tomas Binan, Laguna

Leased

Good

95.

Office Space, Payment
and Business Center

2nd floor Unit 202 General Tirona Highwat Habay
2 Bacoor City Cavite

Leased

Good

96.

Office Space, Payment
and Business Center

Batac City, Ilocos Norte

Leased

Good

97.

Office Space, Payment
and Business Center

F. Mangobos Street, Poblacion Uno, Bauan,
Batangas City

Leased

Good

98.

Office Space, Payment
and Business Center

2nd floor Centennial Business Center, Pulo-Diezmo
Road, Pulo, City of Cabuyao, Laguna

Leased

Good

99.

Office Space, Payment
and Business Center

13 Langka St., Sta. Quiteria Sangandaan, Caloocan
City

Leased

Good

100.

Office Space, Payment
and Business Center

San Antonio Poblacion, Calabanga, Camarines Sur

Leased

Good

101.

Office Space, Payment
and Business Center

#177 Bosco St. Brgy. Mayapa, Calamba City

Leased

Good

102.

Office Space, Payment
and Business Center

Maharlika Hi-way, Brgy. Buensuceso, Gumaca,
Quezon

Leased

Good

103.

Office Space, Payment
and Business Center

Citihomes Subdivision, Anabu II-A, Imus City,
Cavite

Leased

Good

104.

Office Space, Payment
and Business Center

95 Guevara St., San Roque, Iriga City

Leased

Good

105.

Office Space, Payment
and Business Center

Bangkal Extension Brgy. San Antonio, Los Baños,
Laguna

Leased

Good

106.

Office Space, Payment
and Business Center

Ramos Street,
Pangasinan

Lingayen,

Leased

Good

107.

Office Space, Payment
and Business Center

Maharlika Highway, Brgy. Anahaw, 1B-Purok 1
Labo, Camarines Norte

Leased

Good

108.

Office Space, Payment
and Business Center

Cawit, Taal, Batangas

Leased

Good

109.

Office Space, Payment
and Business Center

Golden Glory Commercial Building, Governor's
Drive, San Gabriel, GMA Cavite

Leased

Good

110.

Office Space, Payment
and Business Center

Unit 203. 2056 Rizal Avenue St. Cor. Yuseco St.
Sta. Cruz, Manila

Leased

Good

111.

Office Space, Payment
and Business Center

Barangay Danao, Municipality of Pamplona,
Province of Camarines Sur

Leased

Good

112.

Office Space, Payment
and Business Center

133 M. Almeda Street, Barangay San Roque,
Pateros, Metro Manila

Leased

Good

113.

Office Space, Payment
and Business Center

731 Banawe Ave. Brgy. St. Peter QC

Leased

Good
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114.

Office Space, Payment
and Business Center

Quezon Ave., Brgy. Santo Angel Sur, Sta. Crus,
Laguna

Leased

Good

115.

Office Space, Payment
and Business Center

Maharlika Hi-way, Rizal St., corner Burgos St.,
Sorsogon City

Leased

Good

116.

Office Space, Payment
and Business Center

Poblacion, Sta. Elena Camarines Norte

Leased

Good

117.

Office Space, Payment
and Business Center

Minuyan proper, San Jose Del Monte City, Bulacan

Leased

Good

118.

Office Space, Payment
and Business Center

Bonifacio St., Brgy. Rafael Rueda, San Jose City,
Nueva Ecija

Leased

Good

119.

Office Space, Payment
and Business Center

San Juan Avenue, Sipocot, Camarines Sur

Leased

Good

120.

Office Space, Payment
and Business Center

Maharlika Hi-way, Sta. Clara, Sariaya, Quezon
Province

Leased

Good

121.

Office Space, Payment
and Business Center

V. Remo St., Poblacion 1, San Jose, Batangas

Leased

Good

122.

Office Space, Payment
and Business Center

445 San Vicente, Sto. Tomas Batangas

Leased

Good

123.

Office Space, Payment
and Business Center

Brgy. Tagas, Municipality of Tabaco, Albay

Leased

Good

124.

Office Space, Payment
and Business Center

Poblacion Uno, Tiaong, Quezon Province

Leased

Good

125.

Office Space, Payment
and Business Center

Panganiban & Sixto Castillo St. Tanauan Batangas

Leased

Good

126.

Office Space, Payment
and Business Center

#2478 Tejero Street, General Trias, Cavite

Leased

Good

127.

Office Space, Payment
and Business Center

East Road, Taytay Rizal

Leased

Good

128.

Office Space, Payment
and Business Center

Barangay of Guild, Municipality of Ligao, Province
of Albay

Leased

Good

129.

Office Space, Payment
and Business Center

664 Rizal St., Barangay 17, Legazpi City, Albay

Leased

Good

130.

Office Space, Payment
and Business Center

Gomez Street
Pangasinan

Leased

Good

131.

Office Space, Payment
and Business Center

2311 Taft Avenue Malate, Manila

Leased

Good

132.

Office Space, Payment
and Business Center

7th Floor Level, One San Miguel Avenue
Condominium, San Miguel Avenue corner Shaw
Blvd., Ortigas Center, Pasig City

Leased

Good

133.

Office Space, Payment
and Business Center

Renaissance Center, Meralco Avenue, Barangay
Ugong, Pasig City

Leased

Good

134.

Office Space, Payment
and Business Center

Pioneer Street, Mandaluyong City

Leased

Good
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135.

Office Space, Payment
and Business Center

Lawton Avenue, McKinley West, Fort Bonifacio,
Taguig City

Leased

Good

136.

Office Space, Payment
and Business Center

Admin Office, #25 San Miguel Avenue, Ortigas,
Pasig City

Leased

Good

137.

Office Space, Payment
and Business Center

West Trade Center Quezon City

Leased

Good

138.

Office Space, Payment
and Business Center

6th Floor Alphaland Makati Place 7232 Ayala
Avenue Extension, 1209 Makati City

Leased

Good

139.

Office Space, Payment
and Business Center

Dimasalang St. Purok 10, Brgy. 8, Daet, Camarines
Norte

Leased

Good

140.

Office Space, Payment
and Business Center

259 Lourdes, Sta. Rosa, Nueva Ecija

Leased

Good

141.

Office Space, Payment
and Business Center

48 Congressional Ave., Brgy Bahay Toro, Quezon
City CO

Leased

Good

142.

Office Space, Payment
and Business Center

Poblacion Tayug Pangasinan

Leased

Good

143.

Office Space, Payment
and Business Center

#107 Aguirre St. Legaspi Village, Makati City

Leased

Good

144.

Office Space, Payment
and Business Center

25th Floor, Robinsons Equitable Tower, ADB
Avenue corner Poveda Street, Ortigas Center, Pasig
City

Leased

Good

145.

Office Space, Payment
and Business Center

Cor Bonifacio & Rizal St. Poblacion, Danao City

Leased

Good

146.

Office Space, Payment
and Business Center

Nat. Highway Brgy. Quinavite, Bauang La Union

Leased

Good

147.

Office Space, Payment
and Business Center

P Gomez St. Brgy. 2 Laoag Ilocos Norte

Leased

Good

148.

Office Space, Payment
and Business Center

San Juan Castillejos, Zambales

Leased

Good

149.

Office Space, Payment
and Business Center

Pasong Buaya 2, Imus Cavite

Leased

Good

150.

Office Space, Payment
and Business Center

Centro Occidental, Polangui, Albay CO

Leased

Good

151.

Office Space, Payment
and Business Center

San Pedro Laguna Bus Ctr

Leased

Good

152.

Office Space, Payment
and Business Center

Perez St., Brgy. Guiset Norte, San Miguel,
Pangasinan

Leased

Good

153.

Office Space, Payment
and Business Center

180 National Highway, Brgy, Balibago, Santa Rosa,
Laguna

Leased

Good

154.

Warehouse

Lot 3161, Mabato Road, Ibayo-Tipas, Taguig

Leased

Good

155.

Warehouse

99 E. Rodriguez Jr. Ave. Ugong, Pasig City

Leased

Good

156.

Warehouse

Pulung Maragul, Angeles City, Pampanga

Leased

Good
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