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MANAGEMENT S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

For the Year Ended December 31, 2002

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

indicates or otherwise requires, references to we, us, our or PLDT Group mean the Philippine Long Distance
Telephone Company and its consolidated subsidiaries, and references to PLDT mean the Philippine Long Distance
Telephone Company, not including its consolidated subsidiaries (see Note 2 to the accompanying financial statements
for a list of these subsidiaries, including a description of their respective principal business activities).

The following discussion and analysis of our financial condition and results of operations should be read in
conjunction with the accompanying financial statements and the related notes. Our financial statements, and the
financial information discussed below, have been prepared in accordance with Philippine generally accepted
accounting principles, or Philippine GAAP.

The financial information appearing in this report and in the accompanying financial statements is stated in

Philippine pesos. All references to pesos,  Philippine pesos or Php are to the lawful currency of the Philippines; all

references to U.S. dollars, US$ or dollars are to the lawful currency of the United States; and all references to
Japanese yen, JP¥ or ¥ are to the lawful currency of Japan. Translations of Philippine peso amounts into U.S. dollars

in this report and in the accompanying financial statements were made based on the exchange rate of Php53.254 =

US$1.00, the volume weighted average exchange rate at December 31, 2002 quoted through the Philippine Dealing

System.

Some information in this report may contain forward-looking statements within the meaning of Section 27A of the U.S.

Securities Act of 1933 and Section 21E of the U.S. Securities Exchange Act of 1934. We have based these

forward-looking statements on our current beliefs, expectations and intentions as to facts, actions and events that will

or may occur in the future. Such statements generally are identified by forward-looking words such as believe,  plan,
anticipate,  continue,  estimate, expect, may, Wwill or other similar words.

A forward-looking statement may include a statement of the assumptions or bases underlying the forward-looking
statement. We have chosen these assumptions or bases in good faith, and we believe that they are reasonable in all
material respects. However, we caution you that assumed facts or bases almost always vary from actual results, and
the differences between assumed facts or bases and actual results can be material, depending on the circumstances.
When considering forward-looking statements, you should keep in mind the description of risks and cautionary
statements in this report. You should keep in mind that any forward-looking statement made by us in this report or
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elsewhere speaks only as of the date on which we made it. New risks and uncertainties come up from time to time, and
it is impossible for us to predict these events or how they may affect us. We have no duty to, and do not intend to,
update or revise the forward-looking statements in this report after the date hereof. In light of these risks and
uncertainties, any forward-looking statement made in this report or elsewhere might not occur.

Pilipino Telephone Corporation, or Piltel, ceased to be treated as a consolidated subsidiary effective June 27, 2001 as
a result of the reduction in PLDT s equity interest in common shares of Piltel from 57.6% to 45.3%. Accordingly, our
consolidated balance sheets as of December 31, 2002 and 2001 exclude Piltel s financial position, while our
consolidated statements of income, changes in stockholders equity and cash flows for the years ended December 31,
2001 only include proportionately Piltel s results of operations up to June 27, 2001. For a more detailed discussion
of the Piltel debt restructuring and the accounting treatment of Piltel, see Notes 3 and 9 to the accompanying
financial statements.

Financial Highlights

December 31,
2002 2001(1)
(in million pesos,

except where

otherwise
indicated)
Consolidated Balance Sheets
Total assets 303,641.4 307,894.4
Property, plant and equipment - net 252,024.9 256,477.0
Total debt 168,522.4 175,358.7
Total stockholders equity 88,388.5 86,561.2
Debt to equity ratio 1.91x 2.03x
Years Ended
December 31,

2002 2001(1)
(in million pesos,
except where

otherwise

indicated)
Consolidated Statements of Income
Operating revenues 80,163.0 70,537.2
Operating expenses 59,377.1 53,893.7
Net operating income 20,7859 16,643.5
EBIT(2) 18,549.3 16,713.3
EBITDA(3) 42,658.9 38,250.7
Net income 3,117.8  2,827.7
Operating margin 25.9% 23.6%
EBITDA margin 53.2% 54.2%

Consolidated Statements of Cash Flows
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Net cash provided by operating activities  54,157.1 39,938.1

Net cash used in investing activities 15,111.9 31,858.9
Capital expenditures 14,698.7 30,554.4
Net cash used in financing activities 32,388.6 13,654.7

(1) As restated to reflect the retroactive application of the change in revenue recognition for prepaid cards, as
described in Accounting Changes below and in Note 3 to the accompanying financial statements.

(2) EBIT is defined as earnings before minority interest in net earnings (losses) of consolidated subsidiaries, adding
back interest expense and related items and taxes. EBIT should not be considered in isolation or as a substitute for
operating income, net income, cash flows from operating activities and other income or cash flow statement data
prepared in accordance with generally accepted accounting principles, or as a measure of profitability or liquidity.

(3) EBITDA is defined as earnings before minority interest in net earnings (losses) of consolidated subsidiaries,
adding back interest expense and related items, taxes, depreciation and amortization and is presented because it is
generally accepted as providing useful information regarding a company's ability to service and/or incur debt.
EBITDA should not be considered in isolation or as a substitute for operating income, net income, cash flows from
operating activities and other income or cash flow statement data prepared in accordance with generally accepted
accounting principles, or as a measure of profitability or liquidity.

EBIT and EBITDA on a consolidated basis for the years ended December 31, 2002 and 2001 are derived as follows:

Years Ended
December 31,
2002 2001(a)
(in million pesos)
Earnings before minority interest in net losses of consolidated subsidiaries(b)  3,070.5 1,066.6

Add: Interest expenses and related items, net of capitalized interest(c) 13,886.4 14,613.1
Provision for income tax(b) 1,592.4 1,033.6
EBIT 18,549.3 16,713.3
Add: Depreciation and amortization(b) 24,109.6 21,537.4
EBITDA 42,658.9 38,250.7

(a) As restated to reflect the retroactive application of the change in revenue recognition for prepaid cards.
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(b) See statements of income in the accompanying financial statements.

(c) See Note 17 to the accompanying financial statements.

Overview

We are the largest and most diversified telecommunications company in the Philippines. We have organized our
business into three main segments:

e Fixed Line fixed line telecommunications services primarily provided through PLDT. We also provide fixed
line services through PLDT s associate Piltel and PLDT s subsidiaries PLDT Clark Telecom, Inc., Subic
Telecommunications Company, Inc., and Maranao Telephone Company, Inc., which together account for
approximately 1% of our consolidated fixed lines in service, and PLDT Global Corporation;

® Wireless wireless telecommunications services provided through our cellular service providers, namely
PLDT s subsidiary Smart Communications, Inc. and PLDT s associate Piltel, and satellite operators, namely
PLDT s subsidiaries Mabuhay Philippines Satellite Corporation, ACeS Philippines Cellular Satellite
Corporation, and Telesat, Inc.; and

¢ Information and Communications Technology information and communications infrastructure and services
for Internet applications, Internet protocol-based solutions and multimedia content delivery provided by
PLDT s subsidiary ePLDT, Inc., Internet access services provided by ePLDT s subsidiary Infocom
Technologies, Inc., and e-commerce, call centers and IT-related services provided by other subsidiaries and
associates of ePLDT, as described in Note 9 to the accompanying financial statements.

Accounting Changes

Revenue Recognition for Prepaid Cards

In 2002, we changed our revenue recognition policy with respect to revenues from prepaid cards and have now elected
to recognize these revenues based on actual subscribers usage of the prepaid cards. Prior to 2002, we recognized
revenues from prepaid cards at the time of sale, principally to dealers and distributors. Accordingly, we have restated
our comparative statements of income to conform with the changed policy. The after-tax effect of this accounting
change was an increase in consolidated net income of Php28.9 million in 2002 and reductions in consolidated net
income of Php590.2 million in 2001 and Php1,476.2 million in 2000.
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The following table shows the effect of the above accounting change on our previously reported net income for the
years ended December 31, 2001 and 2000:

2001 2000
(in million pesos)

Net income as previously

reported 3,417.9 1,108.4
Change in revenue

recognition for prepaid

cards from sales to usage

under:

Fixed line service (267.1)

Wireless service (323.1) (1,476.2)
Net income (loss) as

restated 2,827.7 (367.8)

Investment in Piltel

Effective June 27, 2001, Piltel ceased to be treated as a consolidated subsidiary as a result of the reduction in PLDT s
equity interest in common shares of Piltel from 57.6% to 45.3%. PLDT accounted for its investment in Piltel under the
equity method from June 28, 2001 to December 31, 2001. As of December 31, 2001, the balance of PLDT s
investment in Piltel was Php948.0 million, representing the equity in net assets of Piltel at year-end 2001.

On January 1, 2002, IAS 28, Accounting for Investments in Associates, became effective in the Philippines. This
accounting standard requires that an investment in an associate be accounted for under the equity method, except
when it operates under severe long-term restrictions that significantly impair its ability to transfer funds to the parent
company. Such an investment should be accounted for at cost in accordance with SFAS 10, Summary of Generally
Accepted Accounting Principles on Investments. The change in the method of accounting for PLDT s investment in
Piltel from equity method to cost method did not have any effect on our financial statements.

Impairment on Investment in Piltel

The continued operation of Piltel as a going concern is dependent upon amounts available to it under the Letter of
Support and its ability to generate sufficient cash flows to meet its obligations on a timely basis, to comply with the
provisions of the restructuring agreements it has entered into, and to obtain additional financing or refinancing, as may
be necessary.
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The current level of operation of Piltel indicates that it is unlikely that residual amounts may be realized by PLDT
from its investment in Piltel. Piltel had a total negative net worth of Php19,099.8 million as of December 31, 2002 as a
result of the continuing losses of Piltel and the recognition of an impairment loss of Php16,790.2 million in respect of
its AMPS/CDMA and Executive Order 109 assets (see Note 9 to the accompanying financial statements for further
discussion). Accordingly, in 2002, PLDT wrote down the balance of its investment in Pilte] amounting to Php1,519.2
million, representing the Php948.0 million investment balance as of December 31, 2001 and drawings of Php571.2
million in 2002, and set up of a liability for the remaining undrawn balance under the Letter of Support amounting to
US$50.2 million as of December 31, 2002.

Results of Operations

The table below shows the contribution by each of our business segments to our consolidated operating revenues,
operating expenses and net operating income (loss) for the years ended December 31, 2002 and 2001. Most of our
revenues are derived from the Philippines. Our revenues derived from outside the Philippines consist primarily of
revenues from incoming international calls to the Philippines.

2002 %(1) 2001(2) %(1)
(in million pesos, except

percentages)
Operating Revenues
Fixed line 45,518.3 56.8 46,420.0 65.8
Wireless 33,703.4 42.0 23,648.3 335

Information and communications technology  941.3 1.2 4689 0.7
80,163.0 100.0 70,537.2 100.0

Operating Expenses

Fixed line 31,9124 39.8 31,969.3 453

Wireless 25987.2 324 21,144.7 30.0

Information and communications technology 1,477.5 1.9  779.7 1.1
59,377.1 74.1 53,893.7 76.4

Net Operating Income (Loss)

Fixed line 13,605.9 17.0 14,450.7 20.5

Wireless 7,716.2 9.6 2,503.6 3.5

Information and communications technology (536.2) (0.7) (310.8) (0.4)
20,785.9 259 16,643.5 23.6

(1) Operating expenses and net operating income (loss) are computed as a percentage of operating revenues.
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(2) As restated to reflect the change in revenue recognition for prepaid cards from sales to usage.

Consolidated Operating Revenues

Our consolidated operating revenues grew by Php9,625.8 million, or 13.6%, to Php80,163.0 million in 2002 from
Php70,537.2 million in 2001 largely as a result of the continued strong performance of our wireless segment,
particularly Smart s cellular business. Smart contributed Php33,020.7 million in revenues for 2002, an increase of
50.9% over its revenue contribution of Php21,887.8 million for 2001. Smart s revenue contribution accounted for
41.2% of our consolidated operating revenues in 2002, compared to 31.0% in 2001.

Fixed Line

Our fixed line business provides local exchange service, international and national long distance services, data and
other network services, and miscellaneous services. In 2002, this business segment generated total revenues of
Php45,518.3 million, down by Php901.7 million, or 1.9%, from Php46,420.0 million in 2001. The decrease was due to
the general decline in revenues from major fixed line business segments, except data and other network services,
coupled with the effect of deconsolidating Piltel, which contributed Php455.5 million in fixed line revenues in the first
half of 2001. As a percentage of our consolidated operating revenues, fixed line revenues also decreased in 2002 to
56.8% from 65.8% in 2001 due principally to the continued strong growth of our wireless business.

The following table summarizes our consolidated operating revenues from our fixed line business for the years ended
December 31, 2002 and 2001 by service segment:

2002 % 2001 %
(in million pesos, except
percentages)

Fixed line services:

Local exchange(1) 21,166.7 46.5 21,375.8 46.0
International long distance 10,640.4 23.4 11,453.5 24.7
National long distance 7,6684 169 8,388.1 18.1
Data and other network 5,479.5 12.0 4,776.5 10.3
Miscellaneous 5633 1.2 426.1 0.9
Total 45,518.3 100.0 46,420.0 100.0

(1) 2001 has been restated to reflect the change in revenue recognition for prepaid cards from sales to usage.



Edgar Filing: PHILIPPINE LONG DISTANCE TELEPHONE CO - Form 6-K

Local Exchange Service

Our local exchange service revenues consist of:

e flat monthly fees for our postpaid service;

e installation charges and other one-time fees associated with the establishment of customer service;

e fixed charges paid by other telephone companies, charges retained by PLDT for calls terminating to cellular
subscribers within the local area, and local access charges paid by cellular operators for calls by cellular
subscribers that terminate to our local exchange network;

¢ revenues from usage of prepaid cards for calls within the local area and any unused peso value of expired
prepaid cards;

e call revenues generated from payphones and coin-operated phones; and

e charges for special features, including bundled value-added services such as call waiting, call forwarding,
3-party conference calling and Caller ID.

The following table summarizes key measures of our local exchange service business segment as of and for the years
ended December 31, 2002 and 2001:

2002 2001

Consolidated local exchange revenues (in million pesos) (1)  21,166.7 21,375.8
Number of fixed lines in service

PLDT Group 2,118,340 2,097,366
PLDT(2) 2,092,539 2,075,109
Number of PLDT employees 12,131 12,915

Number of PLDT fixed lines in service per PLDT employee 172 161
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(1) 2001 has been restated to reflect the change in revenue recognition for prepaid cards from sales to usage.

(2) Approximately 88.4% and 93.0% were postpaid fixed line subscribers as of December 31, 2002 and 2001,
respectively.

Revenues from our local exchange service decreased by Php209.1 million, or 1.0%, to Php21,166.7 million in 2002
from Php21,375.8 million in 2001. The decrease was due to (1) the deconsolidation of Piltel, which contributed local
exchange revenues of Php300.8 million in the first half of 2001, and (2) a shift in subscriber preference from postpaid
to prepaid services, which generate lower average revenue per subscriber. Partially offsetting the impact of these two
factors were the combined effects of (1) currency-related adjustments in our monthly local service rates and (2)
increased subscription to our bundled value-added services. The change in the basis of recognizing revenues from
prepaid cards from sales to usage reduced our local exchange revenues by Php46.9 million in 2002 and Php456.7
million in 2001. The percentage contribution of local exchange revenues to our total fixed line revenues increased
slightly to 46.5% in 2002 from 46.0% in 2001.

Gross additions to PLDT's fixed lines in service in 2002 totaled 523,014, a 22.4% increase from the gross additions of
427,349 in 2001. On a net basis, however, PLDT s fixed line additions decreased by 89.0% to 17,430 in 2002 from
159,124 in 2001. While fixed line additions totaled 98,525 for PLDT s prepaid fixed line services, particularly
Teletipid and Telesulit, PLDT s postpaid fixed lines in service declined by 81,095 in 2002.

Launched in 2000, Teletipid was initially intended as an affordable alternative telephone service for consumers under
difficult economic conditions. In 2001, Teletipid eventually became part of PLDT's overall churn and credit risk
exposure management and subscriber retention efforts. Teletipid phone kits, each containing Php300 worth of
pre-stored call credits, are sold for Php1,700 per unit. Prior to May 1, 2002, Teletipid subscribers were charged based
on usage at a rate of Php0.50 per minute for local calls and at the same rates applicable to postpaid fixed line
subscribers for national and international long distance calls. Effective May 1, 2002, the local call rate was increased
to Php1.00 per minute, but the rates for national and international long distance calls remained unchanged.

In February 2002, PLDT launched a premium variant to Teletipid under the brand name Telesulit. Telesulit phone Kkits,
each containing Php500 worth of pre-stored call credits, are sold for Php1,900 per unit. The local call rate for Telesulit
is Php0.75 per minute, while the national and international long distance rates are the same as those applicable to
Teletipid and postpaid fixed line subscribers. A Teletipid subscriber migrating to Telesulit will be able to retain the
same telephone number.

As of December 31, 2002, PLDT s active prepaid fixed line subscribers totaled 243,027, of which 121,054 were
Teletipid subscribers and 121,973 were Telesulit subscribers. These subscribers accounted for approximately 11.6% of
PLDT s total fixed lines in service as of December 31, 2002.
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A prepaid fixed line subscriber is recognized as an active subscriber when that subscriber activates and uses a prepaid
call card. Prepaid fixed line subscribers can reload their accounts by purchasing call cards that are sold in
denominations of Php300 in the case of Teletipid and Php500 in the case of Telesulit. Reloads are valid for two
months. A prepaid fixed line subscriber is disconnected if that subscriber does not reload within four months for
Teletipid and within one month for Telesulit after the expiry of the last reload. All sales of prepaid Teletipid and
Telesulit cards, whether through dealers or through PLDT's business offices, are non-refundable.

Pursuant to a currency exchange rate adjustment mechanism authorized by the Philippine National
Telecommunications Commission, or the NTC, we adjust our monthly local service rates upward or downward by 1%
for every Php0.10 change in the peso-to-dollar exchange rate relative to a base rate of Php11.00 = US$1.00. In 2002,
we implemented 13 upward adjustments and six downward adjustments in our monthly local service rates, compared
to four upward adjustments and 10 downward adjustments in 2001. The average peso-to-dollar rate in 2002 was
Php51.688 = US$1.00, compared to the average of Php51.058 = US$1.00 in 2001. This change in the average
peso-to-dollar rate translated to a peso depreciation of 1.2%, which resulted in a 1.1% average net increase in our
monthly local service rates in 2002.

To attract new fixed line subscribers and retain existing ones, PLDT has introduced additional value-added products
and services such as Caller ID and tXt 135. Caller ID allows subscribers to identify callers by telephone number, and
it is now bundled at special rates with other value-added phone services, such as call waiting, call forwarding, 3-party
conference calling and speed calling. tXt 135 allows one-way text messaging from PLDT fixed lines to Smart and
Piltel GSM handsets and is capable of international text messaging. PLDT intends to launch a full two-way Xt 135
text messaging service in April 2003.

The ratio of PLDT fixed lines in service per PLDT employee improved from 161 at December 31, 2001 to 172 at
December 31, 2002. This improvement is a result of the net increase in PLDT's fixed lines in service coupled with a
reduction of PLDT s workforce. In 2002, employee headcount was reduced by 6% mainly as a result of PLDT s
ongoing manpower reduction program, bringing its workforce down to 12,131 at year-end.

International Long Distance Service

Our international long distance revenues, which we generate through our international gateway facilities, consist of:

¢ inbound call revenues representing settlements from foreign telecommunications carriers for inbound
international calls;

10
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® access charges paid to us by other Philippine telecommunications carriers for terminating inbound
international calls to our local exchange network; and

e outbound call revenues representing amounts billed to our customers (other than our cellular customers) for
outbound international calls, net of amounts payable to foreign telecommunications carriers for terminating
calls in their territories.

The following table shows information about our international long distance business for the years ended December
31, 2002 and 2001:

2002 2001
Consolidated international long distance revenues (in million pesos) 10,640.4 11,453.5
Inbound 8,461.3 8,984.8
Outbound 2,179.1 2,468.7

International call volumes (in million minutes)

PLDT Group(1) 3,301.4 3,275.9
Inbound 3,130.4 3,107.6
Outbound 171.0 168.3
Inbound-outbound call ratio 18.3:1 18.5:1
PLDT 2,575.8 2,813.8
Inbound 2,408.6 2,648.4
Outbound 167.2 165.4
Inbound-outbound call ratio 14.4:1  16.0:1

(1) Excludes cellular call volumes.

Our consolidated international long distance revenues declined by Php813.1 million, or 7.1%, to Php10,640.4 million
in 2002 from Php11,453.5 million in 2001, primarily as a result of lower inbound call volumes. The percentage
contribution of international long distance revenues to our total fixed line revenues also declined in 2002 to 23.4%
from 24.7% in 2001.

Our revenues from inbound international long distance calls decreased by Php523.5 million, or 5.8%, to Php8,461.3
million in 2002 from Php8,984.8 million in 2001. The decrease was due mainly to the combined effects of continued
declines in the average international settlement rates and lower inbound call volumes, partially offset by the positive

11
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impact of the depreciation of the average value of the peso relative to the U.S. dollar.

Our inbound international long distance call volumes increased by 0.7% to 3,130.4 million minutes in 2002 from
3,107.6 million minutes in 2001. This marginal increase was mainly attributable to the following factors:

¢ increased competition from alternative means of long distance communications, particularly e-mail,
international text messaging and Internet telephony;

¢ more inbound calls terminating directly to cellular subscribers;

e our policy requiring certain second and third tier international carriers to prepay in order for us to accept their
incoming traffic. Although this policy had a negative impact on our inbound international long distance
revenues in 2002, we expect that this will help us achieve a more stable revenue base and control uncollectible
accounts over the longer term; and

® bankruptcy of certain foreign operators.

The depreciation of the peso increased our inbound international long distance revenues in peso terms because
settlement charges for inbound calls are billed in U.S. dollars or in special drawing rights, an established method of
settlement among international telecommunications carriers using values based on a basket of foreign currencies that
are translated into pesos at the prevailing exchange rates at the time of billing.

For international long distance calls terminating to its fixed line network, PLDT increased its termination rates from

an average of US$0.08 per minute to US$0.12 per minute effective February 1, 2003. On March 10, 2003, the U.S.

FCC issued an Order on the petitions filed separately by AT&T and WorldCom (see Other Information United States
Federal Communications Commission, or U.S. FCC, Ruling versus Philippine Telecommunications Companies in this
report for further discussion).

Our revenues from outbound international long distance calls declined by Php289.6 million, or 11.7%, to Php2,179.1
million in 2002 from Php2,468.7 million in 2001. The decline was due primarily to reductions in our average
international direct dialing, or IDD, rates brought about by discounts granted to corporate customers and other large
accounts and operator-assisted call charges, partially offset by higher outbound call volumes and the positive effect of
the depreciation of the average value of the peso against the U.S. dollar.

12
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Effective February 2001, PLDT reduced its IDD rates for retail customers from US$0.49 per minute for off-peak
hours and US$0.69 per minute for peak hours to a flat rate for retail customers of US$0.40 per minute applicable to all
call destinations at any time and any day of the week. Additionally, in November 2001, PLDT introduced Budget
Card, a prepaid call card offering a reduced IDD rate of US$0.24 per minute for calls to the United States, Canada and
Hawaii. Budget Cards are sold in a denomination of Php200, which must be used within 24 hours of activation.

Our outbound international long distance call volumes grew by 1.6% to 171.0 million minutes in 2002 from 168.3
million minutes in 2001 on account of:

¢ reduced average IDD rates; and

e various marketing initiatives, including automatic activation of the IDD service for qualified subscribers,
innovative pricing packages for corporate accounts and loyalty programs for high-valued customers.

The depreciation of the peso increased our outbound international long distance revenues in peso terms because
outbound calls are charged at U.S. dollar rates that are billed to our subscribers in pesos at the prevailing exchange
rates at the time of billing.

National Long Distance Service

Our national long distance revenues consist of:

¢ per minute charges for calls made by our fixed line customers outside of the local service areas but within the
Philippines, net of interconnection charges payable for calls carried through the backbone network of, and/or
terminating to the customer of, another telecommunications carrier; and

® access charges received from other telecommunications carriers for calls carried through our backbone
network and/or terminating to our customers.

The following table shows our national long distance revenues and call volumes for the years ended December 31,
2002 and 2001:

13
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2002 2001

Consolidated national long distance revenues (in million pesos) 7,668.4 8,388.1
National long distance call volumes (in million minutes)

PLDT Group 2,180.6 2,779.5
PLDT 2,145.3 2,756.3

Our national long distance revenues decreased by Php719.7 million, or 8.6%, to Php7,668.4 million in 2002 from
Php8,388.1 million in 2001 due to the combined effects of the (1) decrease in call volumes resulting mainly from
cellular substitution and (2) changes in PLDT s interconnect arrangements with the majority of other local exchange
carriers. Accordingly, the percentage contribution of national long distance revenues to our total fixed line revenues
was down to 16.9% in 2002 from 18.1% in 2001.

Our national long distance call volumes decreased by 21.5% to 2,180.6 million minutes in 2002 from 2,779.5 million
minutes in 2001. Cellular substitution and the widespread availability and growing popularity of alternative non-voice
means of communications, particularly cellular text messaging and e-mail, have negatively affected call volumes.

In the latter part of 2001, PLDT simplified its rates for calls to fixed line subscribers and for those terminating to
cellular subscribers resulting in an overall rate increase. For calls terminating to fixed line subscribers, the applicable
rates from January to November 1, 2001 ranged from Php3 to Php5 per minute, depending on distance and time of
call. In line with its move towards rate simplification, PLDT simplified these rates to a flat rate of Php4.50 per minute
effective November 2, 2001. At the same time, PLDT also simplified its rates for calls terminating to cellular
subscribers from a range of Php10 to Php16 per minute to a uniform rate of Php13.75 per minute. Effective March 1,
2003, the rate for calls terminating to other local exchange carriers increased from a flat rate of Php4.50 per minute to
Php5.00 per minute. Through rate simplification, we aim to simplify our tariff structure in order to enhance the
competitiveness of our products and services and increase our operating efficiencies. We adopted these simplified
pricing plans with a view to stabilizing our national long distance revenues going forward.

On May 1, 2001, PLDT entered into a new interconnect arrangement with the majority of other local exchange
carriers. Under this arrangement, the originating carrier pays (1) a hauling charge of Php0.50 per minute for short-haul
traffic or Php1.25 per minute for long-haul traffic to the carrier owning the backbone network and (2) an access charge
of Php1.00 per minute to the terminating carrier. PLDT maintains revenue-sharing arrangements with a few other
local exchange carriers, whereby charges are generally apportioned 30% for the originating entity, 40% for the
backbone owner and the remaining 30% for the terminating entity.

The decrease in our national long distance revenues in 2002 compared to 2001 was, however, mitigated by the impact
of the following:

¢ changes in interconnect arrangements with cellular operators;

14
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e increase in national direct dialing rates; and

e launch of PLDT Premium Phone Service.

PLDT has reached an agreement with cellular operators to reduce the access charges it pays for calls terminating to
cellular subscribers. Effective January 2002, PLDT pays access charges of Php4.50 per minute, down from the
Php6.50 per minute it paid for the period from July to December 2001. Prior to July 2001, PLDT was paying access
charges ranging from a low of Php7.69 to a high of Php10.94 per minute for calls terminating to cellular subscribers,
depending on whether the calls were local or long distance.

Launched in 2001, PLDT Premium Phone Service allows customers to choose from a range of service applications,
such as appointment-booking services for select embassies (including, among others, the U.S. and Australian
embassies in the Philippines), spiritual and love counseling, joining television-based game shows, celebrity chatting,
downloading and sending of ring tones and logos, televoting, and job postings. PLDT charges an average of Php10 per
minute for these premium phone services.

Data and Other Network Services

While the other major segments of our fixed line business posted lower revenues in 2002 compared to 2001, our data
and other network services consistently registered increasing revenue growth. Revenues from these services grew by
Php703.0 million, or 14.7%, to Php5,479.5 million in 2002 from Php4,776.5 million in 2001. Consequently, the
percentage revenue contribution of these services to our total fixed line revenues increased to 12.0% in 2002 from
10.3% in 2001. We expect that demand for, and therefore revenues generated from, these services will continue to
grow in the foreseeable future.

Data and other network services we currently provide include:

e traditional bandwidth services high-speed point-to-point domestic and international digital leased line
services;

¢ broadband/packet-based/Internet-based services frame relay, asynchronous transfer mode or ATM, Internet
protocol-virtual private network or IP-VPN, digital subscriber line or DSL, Internet gateway, and wholesale
digital signal level 3 or DS3; and
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e other packet-based switching services Datapac and integrated services digital network, or ISDN.

The foregoing services are used for the following:

e domestic and international communication;

® broadband data transmission services that transmit data over a range of frequencies and/or bandwidth into
several narrower bands;

¢ Internet exchange services that provide Internet service providers with a primary connection to the global
Internet to exchange local traffic generated within the Philippines;

e private networking services that use the public Internet as a backbone for private interconnection between
different locations;

¢ switched-based services, provided through a fixed bandwidth transmission facility, that allow establishment of
a dedicated connection for the duration of the call; and

e international packet-based services, provided through bilateral arrangements and global alliances, that
integrate voice, video and data.

Of the total revenues from PLDT s data and other network services for 2002, traditional bandwidth services accounted
for 57%, broadband/IP-based services accounted for 38%, and other services accounted for the remaining 5%,
compared to 67%, 29% and 4%, respectively, for 2001. These percentage changes indicate a shift in data and other
network revenues from traditional bandwidth services to broadband/IP-based services. We expect this trend to
continue given the growing demand for broadband transmission of voice, data and video due to the continued growth
of the Internet, e-commerce and other online services.

In May 2002, PLDT launched a pay-per-use dial-up Internet service under the brand name PLDT Vibe, which is
available on a postpaid or prepaid basis to PLDT s fixed line subscribers. Charges for this service are Php0.25 per
minute for off-peak hours, which are from 10:01 p.m. to 6:00 a.m., and Php0.50 per minute for peak hours, which are
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from 6:01 a.m. to 10:00 p.m. With the launch of PLDT Vibe, PLDT now offers two residential Internet service
packages targeting separate markets: PLDT Vibe for light to medium Internet users and myDSL broadband for heavy
Internet users. As of December 31, 2002, the number of PLDT s postpaid fixed line subscribers that signed up for
PLDT Vibe was 60,878, while the number of subscribers to PLDT s myDSL broadband service reached 9,459.

In August 2002, PLDT launched Shops. Work, a network solution that allows the electronic linking of retail stores
providing, among others, sales and inventory reports, up-to-date and real-time monitoring of sales and inventory, and
on-line access to head offices.

Miscellaneous

Miscellaneous revenues are derived mostly from directory advertising and facilities rental. In 2002, these revenues
increased by Php137.2 million, or 32.2%, to Php563.3 million from Php426.1 million in 2001, and accounted for
approximately 1.0% of our total fixed line revenues in each of these two years.

Wireless

Our wireless business segment offers cellular services as well as satellite, very small aperture terminal, or VSAT, and
other services. After June 27, 2001, our wireless revenues no longer include Piltel's revenues, except for Smart s 50%
share of Piltel s revenues from prepaid GSM service under a revenue-sharing agreement between Smart and Piltel
governing Piltel s use of Smart s GSM network.

The following table summarizes our consolidated operating revenues from our wireless business for the years ended
December 31, 2002 and 2001 by service segment:

2002 % 2001(1) %
(in million pesos, except

percentages)
Wireless services:
Cellular 33,020.7 98.0 22,886.5 96.8
Satellite, VSAT and others 6827 2.0 761.8 3.2
Total 33,703.4 100.0 23,648.3 100.0
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(1) As restated to reflect the change in revenue recognition for prepaid cards from sales to usage.

Our wireless service revenues increased considerably by Php10,055.1 million, or 42.5%, to Php33,703.4 million in
2002 from Php23,648.3 million in 2001 mainly as a result of the continued strong growth in revenues generated from
Smart s cellular service. Accordingly, as a percentage of our consolidated operating revenues, wireless service
revenues rose to 42.0% in 2002 from 33.5% in 2001.

Cellular Service

Our cellular service revenues consist of’

¢ revenues derived from actual usage of the network by prepaid subscribers and any unused peso value of
expired prepaid cards;

¢ monthly service fees from postpaid subscribers, including (1) charges for calls in excess of allocated free local
calls, (2) toll charges for national and international long distance calls, (3) charges for text messages of our
GSM service customers in excess of allotted free text messages and (4) charges for value-added services, net
of related content provider costs;

¢ revenues generated from incoming calls and messages to our subscribers, net of interconnection expenses;
fees from reciprocal traffic from international correspondents; and revenues from inbound international
roaming calls for the GSM service;

e service fees charged to Piltel for using Smart's GSM network for Piltel's Talk 'N Text prepaid cellular service;
and

e other charges, including those for reconnection and migration.

Proceeds from the sale of handsets and SIM cards and one-time registration fees are not recorded as part of cellular
service revenues. Gains on the sale of handsets are offset against selling and promotion expenses, while losses on the
sale of handsets are included as part of selling and promotion expenses.
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Our cellular service revenues in 2002, which were generated solely by Smart, amounted to Php33,020.7 million, an
increase of Php10,134.2 million, or 44.3%, from Php22,886.5 million in 2001. Our cellular service revenues in 2001,
on the other hand, included Piltel s cellular revenues of Php998.7 million for the first half of that year. Cellular service
revenues accounted for 41.2% of our consolidated operating revenues in 2002, compared to 32.4% in 2001. The
significant increase in our cellular service revenues in 2002 was largely driven by our large GSM subscriber base
coupled with sustained subscriber growth.

Smart markets nationwide cellular communications services under the brand names Smart Buddy and Smart Gold.
Smart Buddy is a prepaid service while Smart Gold is a postpaid service, both provided through Smart's digital GSM
network. Before Smart decommissioned its analog enhanced total access communications system, or ETACS, network
in December 2002, it had also offered analog prepaid and postpaid services under the brand names BillCrusher and
PriceBuster, respectively.

Smart's cellular service revenues increased by Php11,132.9 million, or 50.9%, to Php33,020.7 million in 2002 from
Php21,887.8 million in 2001. GSM service accounted for 99.1% of Smart s cellular service revenues for 2002, while
analog and other services accounted for the remaining 0.9%.

The following table summarizes key measures of Smart's cellular business as of and for the years ended December 31,
2002 and 2001:

2002 2001

Cellular revenues (in million pesos)(1) 33,020.7 21,887.8

GSM 32,718.1 21,252.8
Voice 17,4425 12,342.8
Data 12,207.6  6,657.1
Others(2) 3,068.0 2,252.9
Analog 52.2 461.7
Others(3) 250.4 173.3
Cellular subscriber base 6,825,686 4,893,844
GSM 6,825,686 4,641,666
Prepaid 6,649,038 4,569,616
Postpaid 176,648 72,050
Analog(4) 252,178
Prepaid 87,429
Postpaid 164,749
Systemwide subscriber base(5) 8,599,306 6,223,170
Traffic volumes (in millions)

Calls (in minutes) 2,892.9  1,909.5
Domestic 1,946.6 1,264.8
International 946.3 644.7
Inbound 832.5 578.8
Outbound 113.8 65.9
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Messages - SMS(6) 16,533.7 12,328.8

(1) 2001 has been restated to reflect the change in revenue recognition for prepaid cards from sales to usage.

(2) Refers to other non-subscriber-related revenues, such as facility service fees from Smart s revenue-sharing
agreement with Piltel and inbound international roaming fees.

(3) Refers to all other services consisting primarily of Smart Money, Public Calling Offices and SMARTalk
payphones, and a small number of leased line circuits.

(4) Smart closed down its analog network operation in December 2002.

(5) Includes Piltel s Talk N Text subscribers of 1,773,620 and 1,329,326 as of December 31, 2002 and 2001,
respectively. Talk N Text is a prepaid GSM service provided by Piltel using Smart s GSM network.

(6) Refers to short messaging service or text messaging.

Voice Services

Revenues from voice services, which include all voice traffic and value-added services such as voice mail and
international roaming, increased by Php5,099.7 million, or 41.3%, to Php17,442.5 million in 2002 from Php12,342.8
million in 2001 due mainly to an increase of subscriber base.

Prior to July 2001, Smart received interconnection fees at an average of Php8.50 per minute for calls originating from
fixed line subscribers. Effective July 1, 2001, these fees were reduced to Php6.50 per minute and then further reduced
to Php4.50 per minute effective January 1, 2002. Also, prior to July 2001, Smart received and paid interconnection
fees of Php1.00 per minute for calls originating from/terminating to another cellular operator's network. Effective July
1, 2001, these fees were increased to Php3.00 per minute and then further increased to Php4.50 per minute effective
January 1, 2002.

Effective January 1, 2003, the termination rate for calls terminating to fixed line subscribers increased from Php2.00
per minute to Php2.50 per minute, which will further increase to Php3.00 per minute effective January 1, 2004.
Effective February 1, 2003, international long distance calls passing through Smart s cellular network facility
terminating to cellular subscribers are charged a termination rate of US$0.16 per minute, an increase from the
previous rate of US$0.12 per minute. Effective January 1, 2004, calls terminating to cellular subscribers originating
from fixed line subscribers will be charged a termination rate of Php4.00 per minute, a decrease from the previous rate
of Php4.50 per minute.

20



Edgar Filing: PHILIPPINE LONG DISTANCE TELEPHONE CO - Form 6-K

Data Services

Smart s revenues from cellular data services, which include all text messaging-related services as well as value-added
services, increased by Php5,550.5 million, or 83.4%, to Php12,207.6 million in 2002 from Php6,657.1 million in 2001.
Accordingly, cellular data services accounted for 37.0% of Smart's cellular revenues in 2002, compared to 30.4% in
2001. In 2002, text messaging-related services contributed revenues of Php10,850.2 million, or 88.9% of total wireless
data revenues, compared to Php5,977.1 million, or 89.8%, of the total in 2001. Revenues from domestic text-related
services amounted to Php9,691.6 million in 2002, compared to Php5,411.6 million in 2001, representing 79.4% and
81.3% of wireless data revenues for 2002 and 2001, respectively. International text contributed revenues of
Php1,158.6 million in 2002, up by 104.9% from Php565.5 million in 2001.

Among Smart s value-added services, Smart zeda contributed revenues of Php531.8 million in 2002, compared to
Php281.7 million in 2001. Other value-added services developed by Smart on its own platform contributed revenues
of Php770.3 million in 2002 and Php371.6 million in 2001. In 2002 and 2001, Smart also recognized revenues of
Php55.3 million and Php26.7 million, respectively, from mobile banking, roaming short messaging service, wireless
application protocol, and Smart Money.

During 2002, Smart's SMS system handled 16,533.7 million outbound messages, an increase of 34.1% from the
12,328.8 million outbound messages handled during 2001. Smart implemented a two-phase reduction of its free text
message allocation to subscribers. The first phase, effective September 15, 2001, reduced the allocation by one-third,
while the second phase, effective January 1, 2002, reduced the allocation by another one-third of the original
allocation, or a total reduction of two-thirds.

Facility Services

Smart s revenues from GSM service for 2002 included facility service fees totaling Php2,493.7 million, representing
Smart s 50% share of revenues, net of interconnection fees, from Talk N Text. Talk N Text is a prepaid service using
Smart s GSM network marketed by Piltel pursuant to a facilities service agreement between Smart and Piltel (see Note
15 to the accompanying financial statements for a description of this agreement).

Subscriber Base, Average Revenue Per User, or ARPU, and Churn Rates

Smart's prepaid GSM subscriber base grew by 45.5% to 6,649,038 at December 31, 2002 from 4,569,616 at December
31, 2001, whereas Smart's postpaid GSM subscriber base increased by 145.2% to 176,648 at December 31, 2002 from
72,050 at December 31, 2001. Of Smart's 6,825,686 GSM subscribers at December 31, 2002, prepaid subscribers
accounted for 97.4%, while postpaid subscribers accounted for the remaining 2.6%.
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The following table summarizes Smart's usage-based monthly ARPUs for the years ended December 31, 2002 and
2001:

2002 2001
(in pesos)
GSM
Prepaid 585 579
Postpaid 2,031 1,853
Blended 611 605
Analog
Prepaid 71 141
Postpaid 25 114
Blended 35 126

ARPU is computed for each month by dividing the relevant revenues for the month by the average of the beginning
and ending subscribers for the relevant service for that month. ARPU for any period of more than one month is
calculated as the simple average of the ARPUs for each month in that period.

Smart s prepaid service revenues consist mainly of charges for subscribers' actual usage of their prepaid cards.
Monthly ARPU for Smart s prepaid GSM service for 2002 was Php585, compared to Php579 for 2001.

Monthly ARPU for Smart's postpaid GSM service is calculated in a manner similar to that of prepaid service, except
that the revenues consist mainly of monthly service fees and charges on usage in excess of the monthly service fees.
Monthly ARPU for postpaid GSM subscribers for 2002 was Php2,031, compared to Php1,853 for 2001. For both
prepaid and postpaid GSM services, Smart's monthly blended ARPU for 2002 was Php611, compared to Php605 for
2001.

Smart's 50% share of Piltel's revenues from 7alk N Text under a revenue-sharing agreement between Smart and Piltel
are not included in the computations of Smart's ARPUs.

Churn, or the rate at which existing subscribers have their service canceled in a given period, is computed based on
total disconnections in the period, net of reconnections in the case of postpaid subscribers, divided by the average of
the beginning and ending numbers of subscribers for the period, all divided by the number of months in the same
period.
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A prepaid cellular subscriber is recognized as an active subscriber when that subscriber activates and uses the SIM
card in the handset, which already contains Php100 worth of pre-stored airtime. Subscribers can then reload by
purchasing prepaid call-and-text cards that are sold in denominations of Php300, Php500 and Php1,000 or by
purchasing additional airtime through their handsets using Smart Money. Reloads are valid for two months. A prepaid
GSM account is disconnected if the subscriber does not reload within four months after the full usage or expiry of the
last reload. As a result, a subscriber would not be recognized in churn for up to four to six months after the subscriber
may have stopped using the service to make calls or send messages (although the subscriber may continue to receive
calls and messages). These effects may cause our calculated churn rate for a period to be lower than the actual rate at
which subscribers are ceasing to use Smart's services, and may contribute to more rapid growth in calculated churn
following periods of rapid subscriber growth.

For Smart's prepaid GSM subscribers, the average monthly churn rate for 2002 was 3.2%, compared to 1.8% for 2001.
Smart's churn has been influenced by several factors, particularly the slowdown of the Philippine economy, which
negatively affected the ability of some subscribers to afford the service. As part of its initiatives to address the
increase in churn rate, Smart introduced PureTxt 100 on August 18, 2002. PureTxt 100 is a text-only card with a
denomination of Php100 intended for Smart Buddy subscribers. The card is designed as an alternative for subscribers
who may temporarily be unable to afford the Php300-denominated card. Once a PureTxt 100 card is loaded, the
incoming and outgoing voice-call capabilities of the subscriber are temporarily deactivated. To reactivate the
voice-call capabilities, the subscriber simply needs to reload with a call-and-text card in a denomination of at least
Php300. PureTxt 100 cards come with a free allocation of 10 text messages and are valid for one month.

The average monthly churn rate for Smart's postpaid GSM subscribers in 2002 was 2.3%, compared to 3.3% in 2001.
Smart's policy is to redirect outgoing calls to an interactive voice response system if the postpaid subscriber's account
is either 45 days overdue or the subscriber has exceeded the prescribed credit limit. If the subscriber does not make a
payment within 44 days of redirection, the account is disconnected. Within this 44-day period, a series of collection
activities are implemented, involving the sending of a collection letter, call-out reminders and collection messages via
text messaging.

Satellite, VSAT and Other Services

Our revenues from satellite, VSAT and other services consist mainly of rentals received for the lease of Mabuhay
Satellite's transponders and Telesat's VSAT facilities to other companies and charges for ACeS Philippines satellite
phone service. Total revenues from these services in 2002 amounted to Php682.7 million, a decrease of Php79.1
million, or 10.4%, from Php761.8 million in 2001. ACeS Philippines, which started commercial operations on January
1, 2002, generated revenues of Php60.0 million in 2002.

Information and Communications Technology
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Our information and communications technology business is conducted by ePLDT, a wholly-owned subsidiary of
PLDT. ePLDT was formed in August 2000 and started commercial operations in February 2001. ePLDT's principal
business is its operation of an Internet data center under the brand name Vitrod. Granted pioneer status as an Internet
data center by the Philippine Board of Investments, Vitrod provides co-location services, server hosting, hardware and
software maintenance services, website development and maintenance services, webcasting and webhosting, shared
applications, data disaster recovery and business continuity services, intrusion detection, and security services such as
firewall and managed firewall. ePLDT also operates Infocom, our Internet service provider, which was transferred
from PLDT to ePLDT in December 2001 in line with the reorganization of our businesses into three major business
segments.

ePLDT is also engaged in the call center business through the following subsidiaries:

® Parlance Systems, Inc., a 100%-owned call center facility capable of accommodating 520 seats exclusively for
one of the largest direct-to-home service providers in the United States for customer support and billing
requirements. Parlance Systems commenced commercial operations in June 2002.

® Vocativ Systems, Inc., a 100%-owned call center facility capable of accommodating 500 seats exclusively for
clients of a global provider of customer relationship management services. Vocativ Systems commenced
commercial operations in April 2002; and

¢ Contact World, Inc., a 51%-owned call center facility capable of accommodating 200 seats and providing
services that include customer acquisition, retention and growth, customer care and support, receivables
management, help desk and technical support to various companies. Contact World commenced commercial
operations in June 2001;

ePLDT has also invested in a number of other e-commerce and Internet-related businesses, as described in Note 9 to
the accompanying financial statements.

In 2002, our information and communications technology business generated total revenues of Php941.3 million, an
increase of Php472.6 million, or 100.7%, over the Php468.9 million in 2001. These revenues accounted for
approximately 1.2% of our consolidated operating revenues in 2002, compared to 0.7% in 2001. ePLDT s Internet data
center operations contributed revenues of Php296.1 million; Infocom, Php346.3 million; and ePLDT s call center
business, Php299.0 million, representing 31.5%, 36.8% and 31.8%, respectively, of the total revenues from our
information and communications technology business in 2002. Infocom s revenue contribution in 2002 represented an
increase of Php12.4 million, or 3.7%, over its revenue contribution of Php333.9 million in 2001. Going forward, we
expect revenues from our call center business to contribute significantly to our information and communications
technology revenues with the full commercial operations of Parlance Systems and Vocativ Systems and the growing
demand for call center services.
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Consolidated Operating Expenses

Our consolidated operating expenses in 2002, which include Smart's operating expenses of Php24,926.2 million,
increased by Php5,483.4 million, or 10.2%, to Php59,377.1 million from Php53,893.7 million in 2001. The increase
was due primarily to higher non-cash expenses, particularly depreciation and amortization associated with our
wireless business. These non-cash expenses accounted for 62.2% of the increase. As a percentage of our consolidated
operating revenues, however, consolidated operating expenses decreased to 74.1% in 2002 from 76.4% in 2001.

Fixed Line

Consolidated operating expenses related to our fixed line business in 2002 totaled Php31,912.4 million, a slight
decrease of Php56.9 million, or 0.2%, compared to Php31,969.3 million in 2001. As a percentage of our total fixed
line operating revenues, fixed line-related operating expenses increased to 70.1% in 2002 from 68.9% in 2001.

The following table shows the breakdown of our total consolidated fixed line-related operating expenses for the years
ended December 31, 2002 and 2001 and the percentage of each expense item to the total:

2002 % 2001 %
(in million pesos, except
percentages)
Fixed line services:
Depreciation and amortization 13,1329 41.2 13,389.5 419

Compensation and benefits 7,135.5 224 17,1441 22.3
Provision for doubtful accounts 3,555.8 11.1 2,880.1 9.0
Maintenance 3,151.1 99 32948 10.3
Selling and promotions 1,2929 4.0 1,301.9 4.1
Professional and other service fees 1,017.8 3.2 1,007.8 3.2
Rent 905.1 2.8 8673 2.7
Taxes and licenses 507.3 1.6 4083 1.3
Other operating costs 1,2140 3.8 1,6755 5.2
Total 31,912.4 100.0 31,969.3 100.0

Depreciation and amortization charges decreased by Php256.6 million, or 1.9%, to Php13,132.9 million due mainly to
the combined effects of the deconsolidation of Piltel, which had incurred depreciation charges of Php577.9 million in
the first half of 2001, and a net increase of Php321.2 million in depreciation of our asset base primarily resulting from
additional completed projects.
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Compensation and benefits decreased slightly by Php8.6 million, or 0.1%, to Php7,135.5 million due mainly to the
combined effects of PLDT s ongoing manpower reduction program and lower overtime costs.

Provision for doubtful accounts increased by Php675.7 million, or 23.5%, to Php3,555.8 million on account of higher
provision for anticipated uncollectible accounts from various specifically identified second-tier international
telecommunications carriers. To address the receivable issue, PLDT has adopted a prepayment policy as a prerequisite
for its acceptance of incoming international traffic from these carriers. PLDT s provision for doubtful accounts in 2002
was equivalent to 7.4% of its operating revenues, compared to 6.3% in 2001.

Maintenance expenses decreased by Php143.7 million, or 4.4%, to Php3,151.1 million due primarily to lower
maintenance costs for PLDT s outside and inside plant facilities. The reduction in maintenance costs for these facilities
was partially offset by higher electricity expense that resulted from increased power consumption coupled with
increased power rates.

Selling and promotion expenses decreased slightly by Php9.0 million, or 0.7%, to Php1,292.9 million due mainly to a
significant cut in PLDT's marketing and public relations expenses as part of our cost reduction initiatives.

Professional and other service fees increased by Php10.0 million, or 1.0%, to Php1,017.8 million because of
consultancy fees incurred by PLDT Global relating to the establishment and operation of global points of presence,
partially offset by lower advisory, consultancy and payment facility expenses incurred by PLDT as a result of
streamlining its outsourced services.

Rental expense increased by Php37.8 million, or 4.4%, to Php905.1 million because of rental charges for international
leased lines, office spaces and equipment incurred by PLDT Global relating to the operation of PLDT s points of
presence in key cities abroad, partially offset by lower rental charges incurred by PLDT for its international leased
circuit requirements.

Taxes and licenses increased by Php99.0 million, or 24.2%, to Php507.3 million mainly on account of higher
provision for NTC supervision and regulation fees (see Note 21 to the accompanying financial statements for a
discussion relating to NTC supervision and regulation fees).

Other operating costs decreased by Php461.5 million, or 27.5%, to Php1,214.0 million due primarily to reduced
training and related expenses, lower number of contractual employees, and the overall reduction in other costs as a
result of our cost-cutting efforts.
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Wireless

Consolidated operating expenses associated with our wireless business in 2002 totaled Php25,987.2 million, an
increase of Php4,842.5 million, or 22.9%, from Php21,144.7 million in 2001. A significant portion of this increase
was attributable to Smart s non-cash expenses, particularly depreciation and amortization charges and provision for
doubtful accounts, which accounted for 57.3% of the increase. As a percentage of our wireless operating revenues,
operating expenses associated with our wireless business decreased to 77.1% in 2002 from 89.4% in 2001.

The following table summarizes our consolidated wireless-related operating expenses for the years ended December
31, 2002 and 2001 and the percentage of each expense item to the total:

2002 % 2001 %
(in million pesos, except
percentages)
Wireless services
Depreciation and amortization 10,644.3 41.0 8,020.0 379

Selling and promotions 7,100.5 27.3 6,692.0 31.7
Compensation and benefits 2,708.7 104 1,740.3 8.2
Rent 1,755.8 6.8 1,241.0 5.9
Maintenance 1,370.7 5.3 1,330.5 6.3
Professional and other service fees 5622 2.2 525.0 2.5
Provision for doubtful accounts 4233 1.6 2728 1.3
Taxes and licenses 3422 1.3 322.1 1.5
Other operating costs 1,079.5 4.1 1,001.0 4.7
Total 25,987.2 100.0 21,144.7 100.0

Depreciation and amortization charges increased by Php2,624.3 million, or 32.7%, to Php10,644.3 million. Excluding
Piltel s depreciation charges of Php1,504.5 million for the first half of 2001, depreciation and amortization charges
increased by Php4,128.8 million, or 63.4%. The overall increase was due mainly to the (1) expansion of Smart s
depreciable asset base resulting from continuing network expansion and upgrade, thereby increasing depreciation
charges by Php3,671.7 million, and (2) reduction of the estimated useful life of Smart s analog network assets to reflect
the effects of the continuing decline in its analog subscribers, competition and other general economic factors, thus
increasing depreciation charges by Php457.1 million to Php1,897.1 million from Php1,440.0 million (see Note 8 to the
accompanying financial statements). Having complied with the requirements set out by the NTC, Smart closed down
the operation of its analog network in December 2002. Total depreciation on the analog network equipment charged to
operations for 2002 was Php3,097.0 million.

Selling and promotion expenses increased by Php408.5 million, or 6.1%, to Php7,100.5 million. Excluding the effect
of deconsolidating Piltel, which incurred selling and promotion expenses of Php881.1 million in the first half of 2001,
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selling and promotion expenses increased by Php1,289.6 million, or 22.2%, due mainly to Smart s increased gross
activations in 2002. The blended average subscriber acquisition cost of Php1,373 in 2002 for Smart s GSM subscribers
was lower compared to Php1,404 in 2001. Effective August 1, 2002, Smart reduced its maximum commission paid to
dealers for prepaid phone kit sales from Php1,000- Php1,300 per unit sold (depending on the volume purchased) in the
form of prepaid call and text cards to Php800 in cash per kit. An additional 1% rebate is given on cash purchases.

Compensation and benefits increased by Php968.4 million, or 55.6%, to Php2,708.7 million due primarily to increased
salaries and benefits of Smart s employees coupled with accrued long-term incentive plan benefits for managers and
executives of Smart. Smart's employee headcount increased from 5,035 as of December 31, 2001 to 5,330 as of
December 31, 2002 mainly due to the integration of Telecommunications Specialists, Inc., or TSI, into Smart on
December 1, 2002. TSI was the largest dealer of Smart.

Rental expense increased by Php514.8 million, or 41.5%, to Php1,755.8 million on account of higher site rentals
incurred by Smart for its growing number of cell sites and base stations in line with its network expansion; increased
operational requirements for satellite, microwave link and circuit facilities; and higher office space rentals due to
increased wireless business centers. As of December 31, 2002, Smart had 2,110 GSM cell sites and 2,777 base
stations, compared with 1,570 GSM cell sites and 2,091 base stations as of December 31, 2001.

Maintenance expense increased by Php40.2 million, or 3.0%, to Php1,370.7 million due to higher maintenance costs
incurred by Smart relating to additional network equipment for its growing number of cell sites, partially offset by the
effect of deconsolidating Piltel, which incurred maintenance expense of Php25.7 million in the first half of 2001.

Professional and other service fees increased by Php37.2 million, or 7.1%, to Php562.2 million mainly as a result of
increased technical service fees incurred by Smart.

Provision for doubtful accounts increased by Php150.5 million, or 55.2%, to Php423.3 million due to an increase of
Php95.9 million in Smart s provision for doubtful carrier accounts from Php106.2 million in 2001 to Php202.1 million
in 2002 coupled with an increase of Php99.8 million in Smart s provision for subscriber accounts from Php92.4 million
in 2001 to Php192.2 million in 2002 mainly on account of an increase in Smart s postpaid subscriber base and Smart s
adoption of a more stringent provisioning policy.

Taxes and licenses increased by Php20.1 million, or 6.2%, to Php342.2 million due mainly to the increase in Smart s
real property tax, municipal licenses and taxes, and NTC supervision and license fees, partially offset by the effect of
Piltel s deconsolidation that reduced this expense account by Php16.3 million. See Note 21 to the accompanying
financial statements for a discussion relating to NTC supervision and regulation fees.
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Other operating costs increased by Php78.5 million, or 7.8%, to Php1,079.5 million due primarily to Smart s provision
of Php147.0 million for obsolescence of spare parts inventory as well as increases in Smart s various other operating
expenses, such as insurance, facility usage fees, travel and transportation, and communications expenses, partially
offset by the effect of deconsolidating Piltel, which incurred other operating costs of Php153.6 million in the first half
of 2001.

Information and Communications Technology

Consolidated operating expenses associated with our information and communications technology business in 2002
totaled Php1,477.5 million, an increase of Php697.8 million, or 89.5%, from Php779.7 million in 2001. The increase
was due principally to the full commercial operations of ePLDT and its newly formed subsidiaries. As a percentage of
our information and communications technology operating revenues, operating expenses related to our information
and communications technology business decreased to 156.9% in 2002 from 166.3% in 2001. The three largest
expense items related to our information and communications technology business in 2002 were maintenance,
compensation and benefits, and depreciation and amortization, representing 24.7%, 22.7% and 22.5%, respectively, of
our total operating expenses related to this business. In comparison, the three largest expense items related to our
information and communications technology business in 2001 were rent, professional and other service fees, and
depreciation and amortization, representing 30.0%, 16.8% and 16.4%, respectively, of our total operating expenses
related to the same business.

Net Operating Income

Our consolidated net operating income in 2002 was Php20,785.9 million, an increase of Php4,142.4 million, or 24.9%,
from Php16,643.5 million in 2001. Accordingly, our consolidated operating margin (net operating income as a
percentage of operating revenues) improved by more than two percentage points to 25.9% in 2002 from 23.6% in
2001.

Fixed Line

In 2002, our fixed line business segment contributed an operating income of Php13,605.8 million, which is lower by
Php844.8 million, or 5.8%, compared to Php14,450.7 million in 2001. This lower operating income contribution was
due mainly to the overall decline of 1.9% in our fixed line operating revenues, partially offset by a slight decrease of
0.2% in our fixed-line related expenses. On a non-consolidated basis, the net operating income contribution of our
fixed line business in 2002 also decreased by Php794.0 million, or 5.8%, to Php12,932.7 million from Php13,726.7
million in 2001 as a result of a 1.7% decline in fixed line operating revenues.

Wireless
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Our wireless business segment registered an operating income of Php7,716.2 million in 2002, representing an increase
of Php5,212.6 million, or 208.2%, compared to Php2,503.6 million in 2001. This marked improvement was due to (1)

a substantial increase of Php3,263.1 million in Smart's operating income contribution in 2002 to reach Php8,094.6
million from Php4,831.5 million in 2001 and (2) the effect of deconsolidating Piltel, which incurred a net operating
loss of Php1,662.1 million for the first half of 2001.

Information and Communications Technology

In 2002, our information and communications technology business segment posted an operating loss of Php536.2
million, an increase of Php225.4 million, or 72.5%, versus the operating loss of Php310.8 million incurred in 2001.
These operating losses reflect the start-up nature of ePLDT s businesses and those of ePLDT s subsidiaries.

Other Expenses Net

The following table shows our consolidated other expenses net for the years ended December 31, 2002 and 2001:

2002 2001
(in million pesos)

Interest expenses and related items 15,230.0 17,016.9

Capitalized interest (1,343.6) (2,403.8)
Subtotal 13,886.4 14,613.1
Interest and other income (2,032.4) (1,833.2)
Other expenses net 4,269.0 1,763.4
Total 16,123.0 14,543.3

On a consolidated basis, our other expenses, net of other income, increased by Php1,579.7 million, or 10.9%, to
Php16,123.0 million in 2002 from Php14,543.3 million in 2001 due to the combined effects of:

¢ a decrease in interest expense and related items, net of capitalized interest, of Php726.7 million attributable
mainly to (1) a decrease in interest expense due to the deconsolidation of Piltel, which incurred interest
expense of Php882.8 million for the first half of 2001 and (2) a decrease of Php171.0 million in Mabuhay
Satellite s interest expense due to debt payments and lower interest rates mainly on foreign

currency-denominated loans bearing fluctuating interest rates. The above decreases were partially offset by (1)
a net increase of Php11.7 million in PLDT s interest expense and related items mainly due to the inclusion of
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the tender premium of Php517.7 million related to our tender offer for notes due 2003 and 2004 completed in
May 2002, which was substantially offset by the combined effects of lower interest rates, particularly LIBOR,
and amortizations and prepayments of various loans in 2002; (2) an increase of Php301.9 million in Smart s
interest expense due to a higher level of indebtedness in 2002; and (3) a net increase of Php6.7 million in
other subsidiaries interest expenses.;

® an increase in interest and other income of Php199.2 million mainly due to a net gain of Php633.2 million
resulting from PLDT s termination of an interest rate swap agreement, partially offset by an increase in hedge
costs of Php206.9 million and manpower reduction cost of Php44.6 million. and

¢ an increase of Php2,505.6 million in other expenses net due mainly to corresponding write-down in 2002 of
the balance of PLDT s investment in Piltel amounting to Php1,519.2 million, representing the Php948.0
million investment balance as of December 31, 2001 and drawings of Php571.2 million in 2002, and set up of
a liability for the remaining undrawn balance under the Letter of Support amounting to US$50.2 million (see
Impairment on Investment in Piltel in this report and Note 9 to the accompanying financial statements).

Income (Loss) Before Income Tax and Minority Interest

Our income before income tax and minority interest in net losses of consolidated subsidiaries in 2002 was Php4,662.9
million, an increase of Php2,562.7 million, or 122.0%, from Php2,100.2 million in 2001. Similarly, on a
non-consolidated basis, income before income tax and equity share in net income of our subsidiaries increased by
Php72.9 million, or 2.3%, to Php3,207.3 million in 2002 from Php3,134.4 million in 2001.

Our consolidated provision for income tax in 2002 increased by Php558.8 million, or 54.1%, to Php1,592.4 million
from Php1,033.6 million in 2001. On a non-consolidated basis, our provision for income tax increased by Php146.5
million, or 20.7%, to Php854.3 million in 2002 from Php707.8 million in 2001.

In 2002, our effective corporate tax rates on a consolidated and non-consolidated basis were 15.6% and 21.5%,
respectively. Our effective corporate tax rates were lower than the 32% statutory corporate tax rate due to differences
between our consolidated and non-consolidated income as shown in our financial statements and our taxable income.
These differences arose from the following:

o the effect of a three-year income tax holiday granted to Smart by the Philippine Board of Investments in
connection with the pioneer status it awarded to Smart's GSM network expansion project;

31



Edgar Filing: PHILIPPINE LONG DISTANCE TELEPHONE CO - Form 6-K

¢ income already subjected to a final tax;

® equity in net income of our subsidiaries, which has already been subject to tax and therefore, as income to
PLDT, is no longer subject to income tax; and

e effect of impairment in value of PLDT s investment in Piltel.

Smart's three-year income tax holiday, which will expire in May 2004, applies to the incremental income generated
from its GSM network expansion. We expect our effective tax rate to increase following the expiration of the tax
holiday granted to Smart.

Net Income

As a result of the foregoing factors and after taking into account our share in net income of subsidiaries amounting to
Php764.8 million, our consolidated net income in 2002 stood at Php3,117.8 million, an increase of Php290.1 million,
or 10.3%, over our restated consolidated net income of Php2,827.7 million in 2001. This increase was largely due to
the Php6,166.0 million net income contribution of Smart for 2002, a significant improvement of 74.5% over its net
income contribution of Php3,533.9 million for 2001.

PLDT's net income in 2002, before taking into account our equity share in net losses of subsidiaries, was Php2,057.6
million, lower by Php369.0 million, or 15.2%, compared to the Php2,426.6 million in 2001.

The combined net income of Php5,572.5 million contributed by our consolidated subsidiaries was partially offset by
goodwill amounting to Php402.3 million charged to operations.

Basic and diluted earnings per share of common stock amounted to Php8.71 in 2002, compared to basic and diluted
earnings per share of Php7.85 in 2001, after giving retroactive effect to stock dividend declarations.

Liquidity and Capital Resources
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The following table shows our consolidated and non-consolidated cash flows for the years ended December 31, 2002
and 2001 as well as consolidated and non-consolidated capitalization and other selected financial data as of December
31, 2002 and 2001:

Consolidated Non- Consolidated
Years Ended Years Ended
December 31, December 31,
2002 2001 2002 2001
(in million pesos)

Cash Flows
Net cash provided by operating activities 54,157.1 39,938.1 28,217.7 25,047.8
Net cash used in investing activities 15,1119 31,8589 4,085.6 12,752.1
Capital expenditures 14,698.7 30,5544 69324 9,684.4
Net cash used in financing activities 32,388.6 13,6547 22,4054 17,8354
Consolidated Non-Consolidated
December 31, December 31,
2002 2001 2002 2001
(in million pesos)
Capitalization
Notes payable 759.5 6,461.9 719.5 1,961.9
Current portion of long-term debt 19,1759 19,2857 11,961.7 14,2744
Long-term debt - net of current portion  148,587.0 149,611.1 127,362.2 127,240.8
Total debt 168,522.4 175,358.7 140,043.4 143,477.1
Stockholders equity 88,388.5 86,561.2 88,388.5 86,561.2
256,910.9 261,919.9 228,431.9 230,038.3
Other Financial Data
Cash and cash equivalents 10,876.5 4,122.7 4,1647 2,336.2
Property, plant and equipment - net 252,024.9 256,477.0 190,721.9 197,646.8
Total assets 303,641.4 307,894.4 262,716.0 262,925.5
Net debt 157,645.9 171,236.0 135,878.7 141,140.9

In 2002, PLDT pursued a number of liability management initiatives with the objectives of further improving the
balance between its cash flows and debt service requirements and reducing its overall indebtedness.

As part of these initiatives, PLDT was successful in raising external financing to fund a significant portion of its
projected operating, investing and debt service requirements in the coming 12 months. On January 25, 2002, PLDT
signed two loan agreements with Kreditanstalt fur Wiederaufbau, or KfW, which provided PLDT with a refinancing
facility of US$149 million. On May 2, 2002, PLDT completed a global offering of notes in the aggregate amount of
US$350 million with a simultaneous tender offer for its 8.5% Notes due 2003 and 10.625% Notes due 2004, which
closed on May 15, 2002. On July 26, 2002, PLDT signed a loan agreement with Japan Bank for International
Cooperation, or JBIC, for a JP¥9,760.0 million credit facility under JBIC s overseas investment loan program. On
September 4, 2002, PLDT signed a US$145 million syndicated multicurrency term loan facility, which is intended to
refinance part of the principal amounts outstanding under two existing term loans falling due in 2003.
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As of December 31, 2002, non-consolidated cash and cash equivalents totaled Php4,164.7 million, while our
consolidated cash and cash equivalents amounted to Php10,876.5 million. Principal sources of consolidated cash in
2002 were cash flows from operations amounting to Php54,157.1 million, drawings from existing long-term credit
facilities totaling Php32,586.1 million, and net equity funds raised through PLDT's subscriber investment plan
amounting to Php463.6 million. These funds were used principally for capital outlays of Php14,698.7 million,
including capitalized interest of Php1,343.6 million; debt payments of Php42,019.1 million; and interest payments of
Php13,955.5 million charged to operations.

Operating Activities

On a consolidated basis, net cash flows from operating activities increased by Php14,219.0 million, or 35.6%, to
Php54,157.1 million in 2002 from Php39,938.1 million in 2001 mainly reflecting strong earnings growth.

A growing portion of our consolidated cash flow is generated by our wireless and data businesses, which accounted
for approximately 42.0% and 6.8%, respectively, of our consolidated operating revenues in 2002, compared to 33.5%
and 6.8%, respectively, in 2001. Revenues from our local exchange service accounted for approximately 26.4% of our
consolidated operating revenues in 2002, down from 30.3% in 2001.

Our dependence on international and national long distance services has decreased over the past several years. In 2002
and 2001, these services together accounted for 22.8% and 28.1%, respectively, of our consolidated operating
revenues. Revenues from our long distance businesses declined by 7.7% in 2002 compared to 2001 and by 16.6% in
2001 compared to 2000 due to cellular substitution and declining prices.

PLDT's contribution to our consolidated cash flows from operations in 2002 was Php28,217.7 million, an increase of
Php3,169.9 million, or 12.7%, from Php25,047.8 million in 2001. This increase was due to a decrease in PLDT s
working capital requirements, including the decline in level of settlements during 2002 of certain liabilities
outstanding, compared to 2001.

Our subsidiaries, particularly Smart, contributed significant cash from operations. Smart generated cash from
operations of Php21,542.0 million in 2002, or approximately 39.8% of consolidated cash flow from operations,
reflecting the continuing strong performance of Smart's cellular business. However, Smart is subject to loan covenants
that restrict its ability to pay dividends, redeem preferred shares, make distributions to PLDT or otherwise provide
funds to PLDT or any associate without the consent of certain of its lenders. Smart obtained waivers from Finnvera,
the export credit agent for Smart s GSM Phase 1, 2 and 3 loan facilities, and other required lenders to permit it to pay
dividends to PLDT in December 2002 in an amount up to 40% of Smart's net income in 2001 subject to certain
conditions, including Smart s procurement of new financing for 2002 in an amount not less than Php3,700.0 million.
With the signing by Smart on November 28, 2002 of a US$100 million five-year term loan facility supported by
Nippon Export and Investment Insurance which satisfied the last commercial condition to paying the dividend, Smart
was able to make its first dividend payment of Php1,540.0 million to PLDT on December 16, 2002. Further waivers
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would be required for payment of additional dividends in future periods. We cannot assure you that Smart will be able
to obtain these waivers in the future, or what amounts, if any, Smart would be permitted or financially able to
distribute.

As of December 31, 2002, related party liabilities included (1) PLDT s payables to Smart amounting to Php1,173.6
million, representing interconnection fees; (2) Piltel s liabilities to Smart totaling Php934.6 million, representing
various fees under the facilities, customer services and administrative support and management services agreements as
well as a revenue-sharing agreement between Smart and Piltel; and (3) Piltel s liabilities to PLDT amounting to
Php796.5 million, representing interconnection charges. For a detailed discussion of these related party transactions,
see Related Party Transactions in this report and Note 15 to the accompanying financial statements.

Investing Activities

On a consolidated basis, net cash used in investing activities in 2002 was Php15,111.9 million, a decrease of
Php16,747.0 million, or 52.6%, from Php31,858.9 million in 2001 mainly as a result of Smart's lower capital
spending. Similarly, net cash used in investing activities on a non-consolidated basis decreased to Php3,965.8 million
in 2002 from Php12,752.1 million on account of PLDT s significantly lower capital outlay.

Our consolidated capital expenditures in 2002 totaled Php14,698.7 million, a significant reduction of Php15,855.7
million, or 51.9%, from Php30,554.4 million in 2001 due primarily to Smart s and PLDT s lower capital spending.
Smart's capital spending of Php6,319.0 million in 2002 was used to further expand and upgrade its GSM network to
meet the increasing demand for cellular services. PLDT's capital outlay of Php6,932.4 million was principally used to
finance the continued build-out of its data and broadband/IP infrastructure and investment in Asia Pacific Cable
Network 2. ePLDT and its subsidiaries capital spending of Php607.0 million was used to fund its Internet data center,
other Internet-related business initiatives, and call center business investments. Other subsidiaries capital expenditures
totaling Php840.3 million were attributable mainly to PLDT Global, Mabuhay Satellite and Subic Telecom. In
December 2002, Smart acquired certain PLDT assets, consisting of a portion of PLDT s digital fiber optic cable from
Luzon to Mindanao and certain related equipment, valued at Php4,138.4 million.

In 2002, PLDT made total investments of Php2,184.3 million, of which Php1,581.8 million was paid for its
subscription of Smart s preferred shares, Php571.2 million was invested in Piltel, and the remaining Php31.3 million
was invested in other subsidiaries. On the other hand, PLDT received cash dividends of Php1,635.9 million, of which
Php1,540.0 million came from Smart and the rest from other subsidiaries. Further, Smart redeemed its preferred
shares issued to PLDT at an aggregate redemption price of Php4,150.0 million. In 2001, PLDT s investments totaled
Php4,351.2 million, of which Php2,038.6 million was invested in Piltel, Php1,000.0 million was invested in Smart,
Php451.3 million was used for the acquisition of a controlling stake in MaraTel, Php524.0 million was invested in
ePLDT, and Php337.3 million was used for the acquisition of AT&T s 40% equity interest in Subic Telecom.
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Under the Letter of Support, PLDT provided to Piltel Php2,317.2 million (US$48.1 million) in 2000, Php2,038.6
million (US$40.8 million) in 2001, and Php571.2 million (US$10.9 million) in 2002. Drawings under the PLDT Letter
of Support are converted into U.S. dollars at the prevailing exchange rates at the time of the investment. As of
December 31, 2002, the remaining undrawn balance under the PLDT Letter of Support was US$50.2 million. If,
among other things, Piltel's financial and operating performance were to deteriorate or any amounts were required to
be paid to Piltel's unrestructured creditors in cash to settle their claims (including to Piltel bondholders claiming
US$9.9 million in redemption price of their bonds who, in February 2002, sent Piltel a notice of acceleration),
additional drawings under the Letter of Support would likely be required to provide all or a portion of the funds
needed by Piltel. We cannot assure that additional amounts will not have to be drawn under the Letter of Support nor
can we predict when the remaining undrawn balance under the Letter of Support will be exhausted. Piltel is currently
in discussion with certain holders of its convertible bonds and is seeking to restructure such debt on the terms and
conditions of Piltel s debt restructuring plan. However, there is no assurance that Piltel and the bondholders who have
not participated in the debt restructuring plan will be able to reach an agreement to resolve the default and address the
notice of acceleration. As of October 15, 2002, holders of convertible bonds who did not participate in the Master
Restructuring Agreement having an aggregate principal amount of approximately US$5.8 million signed the
Bondholder Participation Agreement relating to an exchange offer made for the holders to take part in Piltel s debt
restructuring.

For 2003, we anticipate lower capital expenditures and reduced equity investments. Our 2003 budget for consolidated
capital expenditures is Php16.0 billion, of which Php7.0 billion is budgeted to be spent by PLDT for its fixed line data
and network services and Php9.0 billion is budgeted to be spent by Smart for further expansion and upgrading of its
GSM network.

Financing Activities

On a consolidated basis, we used net cash of Php32,388.6 million for financing activities in 2002, compared to
Php13,654.7 million in 2001. On a non-consolidated basis, net cash used in financing activities in 2002 was
Php22,405.4 million, compared to Php17,835.4 million in 2001. The net cash used in financing activities in 2002 was
higher than in 2001 mainly because of PLDT s debt payments in line with its ongoing liability management program.
On a stand-alone basis, Smart s financing activities in 2002 used net cash of Php14,209.4 m