


Rationale for Agenda ltems:

Agenda Item No. 3: Approval of Minutes of the Annual Stockholders’ Meeting Held on
October 21, 2020

The Minutes of the annual stockholders’ meeting held on October 21, 2020 were prepared
within the period prescribed by pertinent laws, rules and regulations. The results of the annual
stockholders’ meeting were also disclosed with The Philippine Stock Exchange, Inc.
immediately after the annual meeting. The Board of Directors recommends the shareholders to
consider subject minutes for approval on October 13, 2021.

Agenda Item No. 4: Approval of the Annual Report for the Year 2020

The Company’s 2020 performance results have been duly summarized in the Annual Report,
which includes the Audited Financial Statements (AFS) of the Company for the year ended
2020. The AFS have been reviewed by the Audit Committee and the Board of Directors, and
have been audited by the external auditors who expressed an unqualified opinion on the
aforementioned financial statements. The Annual Report is posted in the Company’s website.

Agenda Item No. 5: General ratification of the acts of the Board of Directors, Board
Committees and the Management from the date of the last annual stockholders’ meeting
up to the date of this meeting

The Company’s performance in 2020, as detailed in the Annual Report, is attributed to the
strategic directions and key policies set by the Board of Directors which were effectively
executed and complied with by management in conformance with good corporate governance
and ethical best practices.

Agenda Item No. 6: Reaffirmation of the waiver of rights/public offering by the minority
shareholders with respect to the p192,500,000 private placement

This is a reaffirmation of the waiver of the majority of the minority shareholders, previously
obtained in 2019, to conduct a rights/public offering with respect to the P192,500,000 private
placement by Mr. Arsenio T. Ng, in compliance with the requirements of the Philippine Stock
Exchange. The 1,179,806,700 common shares (0.1632 price per share) were issued in favor of
Chairman, Arsenio T. Ng for investments amounting to One Hundred Ninety Two Million Five
Hundred Thousand Pesos (P192,500,000) used solely for the payment of subscription payable
to ATN Philippines Solar Energy Group, Inc.

Agenda Item No. 7: Election of Directors for 2021-2022

The Company’s Nomination Committee has pre-screened the list of candidates for directors.
Their proven competence, expertise and qualifications based on current regulatory standards,
will help sustain the Company’s solid performance for the benefit of all its shareholders.

Agenda Item No. 8: Appointment of External Auditor

Based on the recommendation of the Audit Committee, the Board concurred with the
recommendation to re-appoint R. R. TAN & ASSOCIATES, CPAs as the Company’s external
auditors for the fiscal year 2021. R. R. TAN & ASSOCIATES, CPAs is one of the leading
auditing firms in the country and is duly accredited with the SEC.



TBGI ANNUAL STOCKHOLDERS’ MEETING
REGISTRATION / PROXY FORM (VOTING IN ABSENTIA)

1. Required Information (Please mark appropriate box)

Individual <5 Broker O Corporate T Others (please specify)
Name ;

Email Address

Contact No.

Postal Address

Number of Shares

Owned

I will attend the online/ remote Annual Stockholders Meeting October YES NO
13,2021, 1:30 pm O O
Note:

1. Zoom meeting link:
https://usO5web.zoom.us/j/2652054730?pwd=ZkhvY3c3d2taU3kvVG9GekZwd0xZQT09

2. The meeting ID and password will be sent to Stockholders email address upon its
decision to attend the meeting and submission of complete requirements

2. Required Documents

a. Registration Form filled up and email to paul@tbgi.net.ph Deadline of registration and
submission of requirements is on October 6, 2021 12:00 Noon.

Valid government ID card with photo of stockholder/ authorized representative

For Corporations — Notarized Corporate Secretary Certificate on authority to vote in
behalf of Corporation

d. For Stockholders with Shares under broker account — Notarized Certification from the
broker as to the number of shares owned by the stockholder

3. Manner of Voting
Voting in Absenta <> Appointing Chairman as Proxy O

4. Matters taken up for Voting

Yes No
i. Approval of the previous Annual minutes of meeting of
October 21, 2020 S S
ii. Annual Report and Approval of the FY December 31, 2020 ) )
Audited Financial Statements
iii. General ratification of the acts of the Board of Directors,
Board Committees and the Management from the date of o o
the last annual stockholders’ meeting up to the date of this
meeting
iv. Reaffirmation of the waiver of rights/public offering by the
minority shareholders with respect to the p192,500,000 - -
private placement



https://us05web.zoom.us/j/2652054730?pwd=ZkhvY3c3d2taU3kvVG9GekZwd0xZQT09
mailto:paul@tbgi.net.ph

v. Election of Directors: Vote all or Vote individually below:
Nominee Yes No Nominee Yes No
Arsenio T. Ng ) O Ardi Bradley L. Ng O ')
Hilario T. Ng ') D) Oscar B. Mapua Jr. ') -
Simoun Ung O | O Kenneth Co - -
Paul B. Saria O O

vi. Appointment of R.R. Tan as External Auditor YO NO

5. Data Privacy Statement

I hereby give my consent for the Company and its authorized third parties to collect, store, disclose,
transfer, and process my personal data for the purpose of the live streaming of the 2021 Annual
Stockholders’ Meeting in accordance with the Company’s Data Privacy guidelines and law. Further to
this, | give my consent to the recording of the meeting, to be made publicly available thereafter on the
Company website, as required by the guidelines promulgated by the Securities and Exchange
Commission.

6. Declaration

By signing this Form, | hereby certify the following, that:

| am a stockholder of the Company as of Record Date September 23, 2021;

The number of votes covered by this Ballot shall be in accordance with the total number of TBGI
shares registered in my name as of record date.

| have read, understand and shall abide by the Rules, Regulations and Guidelines issued by the
Company to govern the conduct of the Meeting. In the event | act contrary thereto, the Company
has sole discretion to impose its discipline mechanism;

| understand that the quality of my remote Meeting experience depends on my internet provider’s
services and connectivity. | hold the Company free and harmless of any liability from any
interruption, latency or disconnection from the live streaming resulting thereto;

In case of an account with joint owners, or an account in and/or capacity, | have secured the
consent of all other owners in the submission of this Ballot.

In case of a corporate shareholder, | am the authorized representative of the corporation and | am
duly authorized to submit this Proxy.

This Proxy shall remain in full force and effect for a period of three (3) months from the date
hereof. This Proxy is governed by and will be construed in accordance with the laws of the
Philippines, and the parties submit to the exclusive jurisdiction of the courts in Mandaluyong
City, Metro Manila, Philippines.

IN WITNESS WHEREOF, the Stockholder has executed this proxy as of this day of

2021.

Printed Name and Signature of Stockholder
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SECURITIES AND EXCHANGE COMMISSION
SEC FORM 20-1S

Information Statement Pursuant to Section 20
of the Securities Regulation Code (SRC)
1. Check the appropriate box:

Preliminary Information Statement

X Definitive Information Statement

2. Name of Registrant as specified in its Charter TRANSPACIFIC BROADBAND GROUP

INT’L, INC.
3. Country of Incorporation Philippines
4. SEC ldentification Number AS095-006755
5. BIR Tax Identification Number 004-513-153
6. Address of principal office Bldg. 1751 Chico St. Clark Special Economic Zone, Angeles
City, Pampanga
Or clo

Unit 904, 9F Summit One Tower
530 Shaw Blvd. Mandaluyong City, 1550

7. Telephone Number (632) 7717-0523

8. Date, time and place of meeting of security holders:

Date : October 13, 2021, Wednesday

Time :1:30 PM

Place : 8™floor, Summit One Tower PB, 530 Shaw Boulevard Mandaluyong City
. Stockholders’ participation will be via remote communication via ZOOM
meeting link below:
https://us05web.zoom.us/j/2652054730?pwd=ZkhvY3c3d2taU3kvVG9GekZwdO

xZQT09

9. Approximate date on which the Information Sheet is first to be sent or given to security holders:
September 22, 2021
10. Securities registered pursuant to Sections 4 and 8 of the RSA

Title of Each Class Subscribed and Pesos

Outstanding
(No. of Shares)

Common shares 3,800,000,000 P380,000,000

11. Are any or all of these securities listed on the Philippine Stock Exchange?

YES X NO


https://us05web.zoom.us/j/2652054730?pwd=ZkhvY3c3d2taU3kvVG9GekZwd0xZQT09
https://us05web.zoom.us/j/2652054730?pwd=ZkhvY3c3d2taU3kvVG9GekZwd0xZQT09

WE ARE NOT ASKING YOU FOR A PROXY AND YOU ARE
REQUESTED NOT TO SEND US A PROXY

INFORMATION REQUIRED IN INFORMATION STATEMENT
A. GENERAL INFORMATION

Item 1. DATE, TIME AND PLACE OF MEETING OF SECURITY HOLDERS
WHEN : October 13, 2021, Wednesday, 1:30 PM
WHERE : 8™ floor, Summit One Tower PB, 530 Shaw Boulevard Mandaluyong City
: Stockholders’ participation will be via remote communication via ZOOM
meeting link below:
https://us05web.zoom.us/j/2652054730?pwd=ZkhvY3c3d2taU3kvVG9GekZwdO

xZQT09

Complete Mailing Address of Principal Office of Registrant
Bldg. 1751 Chico St. Clark Special Economic Zone
Angeles City, Pampanga
Or clo
Unit 904, 9F Summit One Tower
530 Shaw Blvd. Mandaluyong City, 1550

Approximate date on which the Information Sheet is first to be sent or given to security holders is
September 22, 2021.

Iltem 2. DISSENTER’S RIGHT OF APPRAISAL

Sections 80 of the Corporation Code provide for a shareholder’s exercise of the right of appraisal
(defined as the right of any stockholder to dissent and demand payment of the fair value of his shares).
The instances where the right of appraisal may be exercised are as follows:

1. In case any amendment to the Articles of Incorporation has the effect of changing or
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, or of extending or
shortening the term of corporate existence;

2. In case of sale, lease, exchange, transfer, mortgage, pledge or other disposition of all or
substantially all of the Company’s property and assets;

3. In case of merger or consolidation; and

4. In case the Company decides to invest its funds in another corporation or business
outside of its primary purpose.

There are no new items in the agenda that may give rise to a dissenting shareholder’s exercise of the
right of appraisal

Procedure for Exercise of Dissenter’s Appraisal Right

Section 81 of the Corporation Code provides for the appropriate procedure for the exercise of the right of
appraisal, viz:

The appraisal right may be exercised by any stockholder who shall have voted against the
proposed corporate action, by making a written demand on the corporation within thirty (30)
days after the date on which the vote was taken: Provided, that the failure to make the demand
within such period shall be deemed a waiver of the appraisal right. If the proposed corporate
action is implemented or affected, the Corporation shall pay to such stockholder, upon surrender
of the certificate(s) of stock representing his shares, the fair value thereof as of the day prior to
the date on which the vote was taken, excluding any appreciation or depreciation in anticipation
of such corporate action.



https://us05web.zoom.us/j/2652054730?pwd=ZkhvY3c3d2taU3kvVG9GekZwd0xZQT09
https://us05web.zoom.us/j/2652054730?pwd=ZkhvY3c3d2taU3kvVG9GekZwd0xZQT09

If within a period of sixty (60) days from the date the corporate action was approved by the
stockholders, the withdrawing stockholder and the corporation cannot agree on the fair value
of the shares, it shall be determined and appraised by three (3) disinterested persons,  one
of whom shall be named by the stockholder, another by the corporation and the third by the
two thus chosen. The findings of the majority of the appraisers shall be final, and their award
shall be paid by the corporation within thirty (30) days after such award is made: Provided, that
no payment shall be made to any dissenting stockholder unless the corporation has
unrestricted retained earnings in its books to cover such payment; and  Provided, further,
that upon payment by the corporation of the agreed or awarded price,  the stockholder shall
forthwith transfer his shares to the corporation.

Item 3. INTEREST OF CERTAIN PERSONS IN OR OPPOSITION TO MATTERS TO BE ACTED UPON

The following persons have no substantial interest, direct or indirect, by security holdings or otherwise, in
any matter to be acted upon, other than election to office:
1. each person who has been a director or officer of the Corporation at any time since the
beginning of the fiscal year;
2. each nominee for election as a director of the Corporation: and
3. each associate of any of the foregoing persons.

No member of the Board of Directors of the Corporation has informed the Corporation in writing that he
intends to oppose any action to be taken by the Corporation at the annual meeting of the stockholders.

B. CONTROL AND COMPENSATION INFORMATION

ltem 4. VOTING SECURITIES AND PRINCIPAL HOLDERS THEREOF

Common Shares 3,800,000,000
Less: Treasury shares 4,378,000
Total Outstanding Shares Voting /Shares as of record date Aug. 31, 2021 3,795,622,000

The Company’s capital stock consists of common shares only. Each share is entitled to one vote. All
stockholders of record at the close of business on September 23, 2021 shall be entitled to notice and to
vote at the Annual Stockholders meeting. To conform with the Government’s regulation on social
distancing and prohibition on mass gatherings, the Company shall hold the Annual Stockholders’
Meeting via remote communication and allow the stockholders to cast their votes by remote
communication or in absentia, or by proxy.

The directors of the Corporation shall be elected by plurality vote at the annual meeting of the
stockholders for that year at which a quorum is present. At each election for directors, every stockholder
shall have the right to vote, in person or by proxy, the number of shares owned by him for as many
persons as there are directors to be elected, or to cumulate his votes by giving one candidate as many
votes as the number of such directors multiplied by the number of his share equal, or by distributing
such votes at the same principle among any number of candidates.

(1) SECURITY OWNERSHIP OF CERTAIN RECORD AND BENEFICIAL OWNERS
Owners of more than 5% of voting securities as of August 31, 2021:

Class Name of Record Owner and Relationship Name of Citizenship Shares Owned %
with Record Owner Beneficial
Owner
Common 3. Arsenio T. Ng None Filipino 1,712,370,990r" 45.11%

9F Summit One Tower, 530 Shaw
Blvd. Mandaluyong City (CEO)
Common 1. PCD Nominee Corp. (F) Various Filipino 1,740,077,158°r" 45.84%
37th floor Tower 1, the Enterprise Cir.,
6766 Ayala Ave, Makati City, Phil.
Common 2. Unipage Management, Inc. Stockholders Filipino 371.480,0007r" 9.79%
9F Floor Summit One Tower, 530 Shaw
Boulevard Mandaluyong City (Investor)

The clients of PCD Nomination Corporation are the beneficial owners and have the power to decide how
their shares are to be voted.



There is no Filipino and Non-Filipino holder of 5% or more under PCD Nominee Corporation.

The Board of Directors of Unipage Management Inc. appointed Willy Ong as the authorized
representative and they have the right to vote and direct or dispose of the shares held by the company.

(2) Security ownership of management as of August 31, 2021:

Class Name of Beneficial Owner No. of Shares and Nature of Citizenship %
Beneficial Ownership
Directors:
Common Arsenio T. Ng 1,712,370,990"d” Filipino 45.11%
Common Kenneth C. Co 42,590,000"d” Filipino 1.12%
Common Hilario T. Ng 4,008,040"d” Filipino 0.11%
Common Ardi Bradley Ng 100,000°r" Filipino 0.00%
Common Paul Saria 258,040"d” Filipino 0.01%
Common Simoun Ung 10,000"d” Filipino 0.00%
Common Oscar B. Mapua 40,000"d” Filipino 0.00%
Officer:
Common Santos Cejoco 10,000"d” Filipino 0.00
All directors and executive 1,759,387,070”d” 46.35%
officers as a group

Each every security holder is the beneficial owner in his own right.

(3) VOTING TRUST HOLDERS OF 5% OR MORE

There are no persons who hold more than 5% of a class under voting trust or similar agreement.
(4) CHANGES IN CONTROL

The company has no arrangements, which may result in a change in control of the Corporation. There
has been no change in control since the beginning of its last fiscal year.

Item 5. DIRECTORS AND EXECUTIVE OFFICERS

(2) The names of the incumbent Directors, Executive officers and nominees of the Company and
their respective ages and citizenship, current positions held, period of service and business experience
during the past five years as required under Section 38 of the Code and SRC Rule 38.1 are as follows:

Arsenio T. Ng — President and CEO

Age 62, Filipino Citizen

Period Served September 2000 to Present
Term of office as director — one year

Holds a Masters degree in Business Management with distinction from the California State College,
Stanislaus, and the University of California, Los Angeles. Mr. Ng attended special studies in Politics and
Public Administration at the United States Congress in Washington D.C. He took his undergraduate
studies in Business Administration and Finance at the De La Salle University (Jose Rizal honors),
Philippines and at the California State College, Stanislaus (cum laude), USA.

In 1994, Mr. Ng served as President and CEO of the Energy Corporation; a company listed in the
Philippine Stock Exchange and became Chief Finance Officer of Semirara Coal Corporation, the largest
coal mining firm in the Philippines the following year. He is the Chairman and CEO of ATN Holdings Inc.,
a listed holding company in the PSE, in which he holds major equity stake. He is the Chairman and
CEO of Palladian Land Development Inc. He is also the Chairman and Director of both Advanced Home
Concept Development Corporation, and Hart Realty Development Inc. Mr. Ng is concurrently a Director
and Treasurer of Hambrecht and Quist Philippine Ventures Il, a private equity fund managed by
Hambrecht and Quist, Philippines Inc., a subsidiary of US-based Hambrecht and Quist venture firm.

In 1998, Mr. Ng became the President and Chairman of Managed Care, Inc. medical complex of 150
doctors, He is also the Director of Beacon Diversified, Inc. that has investments in Skycable. Mr. Ng also
acts as Vice Chairman and President of CBCP World.



Hilario T. Ng — Director, Chief Finance officer and member of Remuneration and Nomination
Committee

Age 60, Filipino Citizen

Period Served September 2000 to Present

Term of office as director — one year

A graduate of Bachelor of Architecture at the Southern California Institute of Architecture, Mr. Ng took his
MA in Urban Design at the University of California at Los Angeles. Presently, he is President of
Palladian Land Dev't, Inc., Director of ATN Holdings, Inc., Executive Vice President of Palladian Land
Development, Inc., Architect, and Managing Partner of HEO Group. He was previously connected with
Nadel Partnership, Inc (Architect, 1990), Figure 5, Inc (Project Director, 1988-1989), Stephen Lam &
Associates (Project Director, 1987), Richard Magee & Associates (Project Architect, 1985-1986), T.W.
Layman & Associates (Project Architect, 1982), Michael Ross & Associates (Project Architect, 1982), and
WOU International (Project Architect, 1981).

Ardi Bradley L. Ng - Director

Age 27, Filipino Citizen

Period Served October 2019 to Present
Term of office as director — one year

Mr. Ardi Ng is a graduate of Ateneo De Manila University in year 2016. He holds a degree in Bachelor of
Arts in Social Sciences, Major in Social Science. After graduation, Mr. Ng underwent his training in the
Company. He is currently the Business Development Officer of Transpacific Broadband Group, Inc. Ardi
Ng is the son of the Chairman Arsenio T. Ng.

Oscar B. Mapua, Jr. — Independent and Nomination Committee Chairman
Age 77, Filipino Citizen

Period Served May 2003 to Present

Term of office as director — one year

Mr. Mapua is a member of the Board of Trustees and Executive Vice President of the Mapua Institute of
Technology and the Founding Director of the Design Center of the Philippines. He earned his BS
Architecture degree from the Rhode Island University in 1969 and his Masters in Architecture from the
University of the Philippines in 1987.

Simoun Ung - Director

Age 53, Filipino Citizen

Period Served May 2007 to Present
Term of office as director — one year

Simoun Ung has an extensive background in international business in the Asia Pacific, both as a
professional in the financial industry, as well as being a successful entrepreneur. He is the President &
CEO of OmniPay, Inc., the Philippine’s leading issuer of prepaid payment cards and innovator for
financial inclusion; Mr. Ung is likewise the President-Commissioner of PT Omni Pay Indonesia,
Chairman of OmniPay Sdn. Bhd. (Malaysia), and Director of OmniPay Pte. Ltd. He is also Vice
Chairman of Bastion Payment Systems Corporation, which delivered the new real-time gross settlement
system to the Bangko Sentral ng Pilipinas. Mr. Ung is also an Independent Director and Chairman of
Corporate Governance Committee of Maybank Philippines, Inc. He also serves as Director and
Treasurer of the eMoney Association of the Philippines.

Simoun Ung's past experience includes Adviser-Origination of Hambrecht & Quist Philippines Inc. and
President of Four Star Consulting. Mr. Ung was a Service Provider to RBS Coutts Bank Ltd. He served
as an Advisor to the Supreme Court of the Philippines. He was also a Consultant to the Commission on
Elections and the Office of International Policy and Special Concerns of the Department of National
Defense. Mr. Ung was an Independent Director on the Board of Federal Resources Investment Group,
Inc.PSE:FED].

Mr. Ung has a Master of Business Administration degree from the Ivey School of Business of the
University of Western Ontario and a Bachelor of Arts degree in Psychology and Economics from the
University of British Columbia. Mr. Ung received additional training with the 2nd Advanced Programme
for Central Bankers and Regulators at the Institute of Global Economics and Finance of the Chinese
University of Hong Kong as well as an Executive Education Course on the National Retail Payments
System with the National Payment Systems Institute.
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Kenneth Chua Co — Independent and Remuneration and Audit Committee Chairman
Age 48, Filipino Citizen

Period Served May 2011 to Present

Term of office as director — one year

Mr. Kenneth Co is a graduate of AB Economics at Ateneo De Manila University in 1994. At present he is
the Proprietor and Owner of Dagupan Commercial, an operator of a wholesale and retail distribution
family business dealing mainly with bakery supplies. From 2007 to present, he is also a Distributor of
Pharmanex & Nu Skin. A distribution and multilevel network marketing business focused on introducing
high quality supplements and skin care products to customers with a goal of contributing the profits
significantly to the Nourish the Children Foundation. From 1996 to present, he is also the Administrator
of Benito Enterprises, a business engaged mainly in real estate development and lease rental
accumulation. Some of his past positions held includes Managing Director of Road on Call from 2005 to
2007and Chamco Food Ventures Inc. from 1999-2005.

Paul B. Saria — Director, Chief Operating and Compliance Officer and member of Audit and
Nomination Committee

Age 50, Filipino Citizen

Period Served September 2000 to Present

Term of office as director — one year

A graduate of Bachelor of Architecture at the University of Santo Tomas, Mr. Saria took his graduate
studies in Project Management at the Royal Melbourne Institute of Technology, Australia. He is Vice
President for Operations of TBGI, Operations Officer of ATN Holdings, Inc. and Project Planning
Architect of the Summit One Office Tower. He is likewise Operations Manager of Palladian Land
Development Inc. and Advanced Home Concept Development Corporation since 1996.

Atty. Leonides S. Respicio — Corporate Secretary
Age 69, Filipino Citizen
Period Served August 2018 to Present

Atty. Respicio is a graduate of Bachelor of Laws in 1978 at the University of the Philippines, Diliman,
Quezon City. At present, he is the corporate secretary and legal counsel of Test Consultants, Inc. from
2004-present; legal counsel of Padernal Construction Inc. (2010- present), Radiant Sunshine Power
Corporation (2018 — present), Lamon Bay Furniture, Inc. (2018 to present), Philippine Pacific Trade
Inc.(Salad Master Distributor (2010-present), Capitol City Sports and Country Club, Inc. (1980-1986),
Jocanima Corporation (2012-2017), First Champion, Inc. (Manpower Services) 2012-2017, Prince
David Condominium Unit Owners Association Inc. (2010-2015) and Don Enrique Height Subdivision
Homeowners Association, Inc. (2016-present)

The aforementioned directors and officers have served the fiscal year ended December 31, 2020, and
shall continue to serve until their successors have been duly elected at the Company’s next annual
stockholders’ meeting. Also, none of the current directors and officers work in government.

NOMINEES FOR ELECTION AS DIRECTORS OF THE COMPANY

The nominees for election as directors of the company are the following:
Arsenio T. Ng (Filipino) Hilario T. Ng (Filipino) Simoun Ung (Filipino)
Ardi Bradley L. Ng (Filipino) Paul B. Saria (Filipino)
Oscar B. Mapua Jr. (Filipino) Kenneth Co (Filipino)

Oscar Mapua Jr., and Kenneth Co are the nominees for independent directors. In the approval of
nomination for independent directors, the Nominations Committee headed by Oscar B. Mapua
(Chairman), Hilario T. Ng, (Member) and Paul B. Saria (Member) has taken into consideration the
guidelines prescribed under SRC Rule 38. The independent directors are nominated by Paul B. Saria
(Filipino) and Hilario T. Ng (Filipino). Mr. Paul Saria and Arch. Hilario Ng have no relationship with the
nominees for independent directors.

The Corporation will observe the term limits for independent directors imposed by SEC Memorandum
Circular No. 4, Series of 2017 which became effective on January 2, 2012. The Corporation’s two
current independent directors may serve as independent directors until 2021 in compliance with the
maximum cumulative term of nine (9) years.
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The independent directors undertake to submit an updated Certification of Qualifications and
Disqualifications thirty (30) days after the date of the Annual Stockholders’ Meeting.

Only nominees whose names appear on the final list of candidates will be eligible for election as
directors. No further nominations will be entertained or allowed on the floor during the annual
stockholders' meeting.

(2) SIGNIFICANT EMPLOYEES
The company has no significant employees.

(3) FAMILY RELATIONSHIP

The Chairman, Arsenio T. Ng, and Director Hilario T. Ng are brothers. Mr. Ardi Bradley L. Ng is the son of
Arsenio T. Ng. Except for the above-mentioned directors the company does not know any other family
relationship up to the fourth civil degree either by consanguinity or affinity among the directors, executive
officers or persons nominated.

RESIGNATION OF OFFICER

There was no resignation, removal or election of company Directors or Officers for the past two years.

(4) INVOLVEMENT IN CERTAIN LEGAL PROCEEDINGS

The Company is not aware that anyone of the incumbent directors and executive officers and persons
nominated to become a director and executive officer have been the subject of bankruptcy petition or
pending criminal proceedings in court or have been by judgment or decree found to have violated
securities or commodities law enjoined from engaging in any business, securities, commodities or
banking activities. This disclosure on legal proceedings covers the last five years up to the latest date of
this Information Statement.

The Company is not involved in any litigation incidental to the conduct of its business. If there is any
claim, the Company believes that the cases against it have no legal basis and that there is no pending
litigation that will have a material or adverse effect on its financial position or operations.

(D) RELATED PARTY TRANSACTIONS

The Company is a beneficial owner of certain condominium units classified in the Statement of Financial
Position as Investment properties. Title to the properties has not been released to the Company as it
intends to sell the properties using the marketing expertise of PLDI. These properties are leased out to
third parties thru PLDI. Proceeds of the rent were remitted to the Company.

There was no compensation paid or payable to key management personnel for the years ended
December 31, 2020, 2019 and 2018.

Key management personnel have not been provided with retirement benefits.
(3) The registrant has no parent company.

Item 6. COMPENSATION OF DIRECTORS AND EXECUTIVE OFFICERS

Information as to the aggregate compensation during the last two (2) fiscal years paid to the Company’s
five (5) most highly compensated executive officers and all other officers and directors as a group and
the estimated compensation for Year are as follows:

2021 2020 2019
Estimated
Four most highly compensated Executive Officers
1. Arsenio T. Ng — CEO
2. Paul B. Saria — Chief Operating Officer
3. Santos L. Cejoco — Corporate Planning Officer
4. Vicente Layson — Network Engineer
5. Christian Nucom — Asst. Network Engineer
TOTAL 600,000 600,000 500,000
All other officers and directors 600,000 500,000 450,000
Total 1,200,000 1,100,000 1,100,000
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The CEO and COO has not received compensation from the company except for the stock options
mentioned above in Stock Options for the Chief Executive Officer.

No bonuses were given to directors and officers, payments were purely compensation in nature.

The By-Laws of Transpacific gives each Director a reasonable per diem allowance for his attendance at
each meeting of the Board. As compensation, the Board shall receive and allocate an amount of not
more than ten percent (10%) of the net income before income tax of the corporation during the
preceding year. Such compensation shall be determined and apportioned among the Directors in such
manner as the Board may deem proper, subject to the approval of stockholders representing at least a
majority of the outstanding capital stock at a regular or special meeting of the stockholders. There are
no other standard or other special arrangements regarding the compensation of the Directors of the
Company.

The members of the Board are entitled to receive a reasonable per diem of P5,000 for attendance at
each meeting of the Board of Directors. Other than such per diem, there is no other arrangement
pursuant to which any amount of compensation is due to the directors for services rendered as such.

Warrants and Options

On May 28, 2008 the Board of Directors and Stockholders approved the grant of stock options to the
Chief Executive Officer 40 Million shares at par value of P1.00. In addition, the Remuneration
Committee resolved to implement additional terms and conditions specifically on the vesting date. (Note
20).

EMPLOYMENT CONTRACTS, TERMINATION OF EMPLOYMENT, AND CHANGE-IN-CONTROL
ARRANGEMENT

An employment contract between the Corporation and a named executive officer will normally include a
compensation package, duties and responsibilities, and term of employment.

The Corporation has not entered into any compensatory plan or arrangement with any named executive
officer which would entitle such named executive officer to receive any amount under such plan or
arrangement as a result of or which will result from the resignation, retirement, or any other termination
of such executive officer’s employment with the Corporation and its subsidiaries, or from a change-in-
control of the Corporation, or a change in the executive officer’s responsibilities following a change-in-
control of the Corporation.

Item 7. INDEPENDENT PUBLIC ACCOUNTANT

The audited financial position of the Company for CY 2020 was audited by R. R. TAN & ASSOCIATES,
CPAs.

The same accounting firm is being recommended for re-election at the scheduled annual meeting for the
almost the same remuneration as in the previous year. Representatives of the said firm are expected to
be present at the stockholders’ meeting and they will have the opportunity to make a statement if they
desire to do so and are expected to be available to respond to appropriate questions.

R. R. TAN & ASSOCIATES, CPAs has acted as the Company’s external auditor since 2009 and has
complied with the five-year rotation requirement under SRC Rule 68(3)(b)(iv) (Qualifications and reports
of Independent Auditors). Mr. Chester Nimitz F. Salvador is the current audit partner for R. R. TAN &
ASSOCIATES, CPAs. He replaced Mr. Domingo A. Daza Jr., who serves as audit partner from 2012 to
2015.

The audit committee headed by Kenneth C. Co (Independent and Chairman) Arsenio T. Ng, and Paul B.
Saria has no policies and procedures of the above services.
(2) Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

There were no events in the past wherein R. R. TAN & ASSOCIATES, CPAs, and the company had any
disagreement with regard to any matter relating to accounting principles or practices, financial statement
disclosures or auditing scope or procedure.

ltem 8. COMPENSATION PLANS

In 2007, the Remuneration Committee approved the grant of stock options for 38.4 million shares at par
value to the Chief Executive Officer to compensate the CEO with options of 4.8 million shares per year
for the eight—year period 2000-2007.
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The grant of options for the CEO was approved based on the following considerations:

1. The CEO has not received compensation since the strategic acquisition of the company in 2000
to date.

2. The CEO was responsible for (a) rehabilitation of P200 million loss arising from a bad financial
structure, and (b) collection of P80 million of bad debts, bringing the company to its present state
of profitable operations and strong financial position.

3. Under the leadership of the CEO, the company was able to comply with the mandate of its
telecommunications franchise to successfully undertake an initial public offering (IPO) that was
executed in early 2003 in the face of weak capital markets in Asia.

4. The CEO used personal bank credit lines for the (a) acquisition of majority stake in the company,
(b) rehabilitation of financial position and telecommunications facilities, (c) expansion of digital
data services and acquisition of institutional marketing partner for installation of IT laboratories
nationwide.

5. The CEO needs the options to enable him to reimburse his personal bank credit lines that the
CEO used over the years to fund the comprehensive rehabilitation and expansion of company
operations.

6. The same grant of stock options for the CEO shall be approved by the Board and ratified by the
shareholders.

C. ISSUANCE AND EXCHANGE OF SECURITIES

Item 9. Authorization or Issuance of Securities Other than for Exchange

On Aug 10, 2018, the Corporation issued 130,000,000 shares to ATN Holdings, Inc. for the investment of
P21,684,400 at a subscription price of P0.1668, which was agreed upon last 2002, but recently been
completed last year 2018. Government taxes has been paid prior to issuance by the Stock and Transfer
Agent. The stockholders of the Corporation in the Annual Stockholders Meeting of October 3, 2018
resolved to approve for the application of listing of 130,000,000 common shares with waiver by a
majorityof the minority of shareholders. The Philippine Stock Exchange has approved the listing
application filed by the Corporation.

On September 17, 2018, in a meeting of the Board of Directors resolved to issue 400,000,000 shares to
the Chairman, Arsenio T. Ng for investments amounting to Forty Million Pesos to be used solely for
payment of subscription payable to ATN Philippines Solar Energy Group, Inc. Further, on October 3,
2018, the stockholders of the Corporation in the Annual Stockholders Meeting resolved to approve for
the application of listing of 400,000,000 common shares with waiver by a majority of the minority of
shareholders. On June 24, 2021, the Philippine Stock Exchange has issued a Notice of Approval for the
listing of the abovementioned 530,000,000 Common shares of the Corporation.

REAFFIRMATION OF THE WAIVER OF RIGHTS/PUBLIC OFFERING BY THE MINORITY
SHAREHOLDERS WITH RESPECT TO THE P192,500,000 PRIVATE PLACEMENT

On April 2. 2019, in a meeting of the Board of Directors resolved to issue 1,179,806,700 common shares
(0.1632 price per share) to the Chairman, Arsenio T. Ng for investments amounting to One Hundred
Ninety Two Million Five Hundred Thousand Pesos (P192,500,000) to be used solely for payment of
subscription payable to ATN Philippines Solar Energy Group, Inc. The issuance of additional shares to
be taken from the unissued capital stock of the Company. The stockholders of the Corporation in the
Annual Stockholders Meeting of October 6, 2019 resolved to approve for the application of listing of
1,179,806,700 common shares with waiver by a majority of the minority of shareholders. The Philippine
Stock Exchange has yet to approve the listing application filed by the Corporation.

This is a reaffirmation of the waiver of the majority of the minority shareholders, previously obtained in
2019, to conduct a rights/public offering with respect to the P192,500,000 private placement by Mr.
Arsenio T. Ng, in compliance with the requirements of the Philippine Stock Exchange. The 1,179,806,700
common shares (0.1632 price per share) were issued in favor of Chairman, Arsenio T. Ng for
investments amounting to One Hundred Ninety Two Million Five Hundred Thousand Pesos (P192,
500,000) used for the payment of subscription payable to ATN Philippines Solar Energy Group, Inc.
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ltem 15. OTHER MATTERS
Action with Respect to Reports:

The following reports/minutes shall be submitted to the stockholders for approval/ratification:
1. Minutes of the previous Annual Stockholders’ Meeting
a. Approval of previous annual minutes of meeting
b. Report of the President
c. Approval of FY December 31, 2019 audited Financial Statements
d. Election of Directors
e. Appointment of Independent Auditors
2. Annual Report of the President
3. Fiscal Year Ending December 31, 2020 Audited Financial Statements
4. Reaffirmation Of The Waiver Of Rights/Public Offering By The Minority Shareholders With
Respect To The P192,500,000 Private Placement

The president reported the highlights of the audited fiscal year December 31, 2020 financial statements,
and the acts of the Board and the executive officers during the above fiscal year. The corporate
secretary read to the stockholders the minutes of the previous annual stockholders’ meeting.

The stockholders in said meeting approved and ratified the following:

1. the minutes of the previous annual stockholders’ meeting,

2. the audited December 31, 2019 financial statements,

3. the appointment of R. R. Tan & Associates, CPAs as external auditor,

4. ratified the acts of the Board and the executive officers during the above fiscal year including
but not limited to memberships in (a) remuneration committee, (b) audit committee, and (c)
nomination committee. Membership in said committees, which include one independent
director in compliance with Rule 38 of the Amended Implementing Rules and Regulations of
the Securities Regulation Code are as follows:

Compensation Committee: Audit Committee Nomination Committee

Kenneth C. Co (Chairman) Kenneth C. Co (Chairman) Oscar B. Mapua
(Chairman)

Arsenio T, Ng — Member Arsenio T. Ng — Member Hilario T. Ng — Member

Hilario T. Ng - Member Paul B. Saria - Member Paul B. Saria - Member

The same sets of committee members shall apply for the coming fiscal year.

MERGERS, CONSOLIDATION, ACQUISITIONS AND SIMILAR MATTERS

No action is to be taken with respect to any transaction involving:

1. the merger or consolidation of the Corporation into or with any person, or of any other person
into or with the Corporation;
the acquisition by the Corporation or any of its security holders of securities of another person;
the acquisition by the Corporation of any other going business or of the assets thereof;
the sale or other transfer of all or any substantial part of the assets of the Corporation; or
the liquidation or dissolution of the Corporation.

ar®ON

Item 17. AMENDMENTS OF CHARTER, BYLAWS AND OTHER DOCUMENTS

The procedures under SRC Rule 38 (Guidelines on Nomination and Elections of Independent Directors)
shall be incorporated in the company’s By-Laws. The Board of Directors pursuant to the authority
delegated to it by the stockholder under Article VII Section | of the By-Laws of the Registrant, shall cause
the amendment of the By-Laws in a regular or special meeting called for the purpose to include the
foregoing procedures on the nomination and election of independent directors.

Iltem 19. VOTING PROCEDURES
A majority of the subscribed capital, present in person, shall be sufficient at a stockholders’ meeting to

constitute a quorum for the election of directors and for the transactions of any business whatsoever,
except in those cases in which the Corporation Code requires the affirmative vote of a greater portion.
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BUSINESS AND GENERAL INFORMATION

BRIEF DESCRIPTION OF THE GENERAL NATURE AND SCOPE OF THE
REGISTRANT’SBUSINESS AND ITS SUBSIDIARIES

In 2020, Transpacific Broadband Group Int'l filed an application for the renewal of telecommunications
franchise Republic Act 8657, which the Eighteenth Congress granted on July 23, 2021, with a vote of
207-0, and at the Senate with a vote of 23-0, followed by the signing of President Rodrigo R. Duterte on
said date. The extension of the Corporation’s Congressional Franchise for another 25 year was
approved under Republic Act 11581 for the same corporate purpose.

The Company is a duly registered Clark Special Economic Zone (CSEZ) enterprise with Registration
Certificate No. 95-53 dated 29 November 1995 and has a 25-year Lease Agreement to build, maintain,
and manage a satellite earth station within the CSEZ. TBGI holds a 25-year Congressional Telecom
Franchise for commercial telecommunications operations under RA 8657, which the legislative body
passed into law on 22 June 1998. It also has an approved Provisional Authority to transmit radio signals
to satellites granted by National Telecommunication Commission (NTC).

Transpacific Broadband Group Int'l (TBGI or Transpacific) is a domestic corporation registered with the
SEC on 14 July 1995. It started commercial operation in 1996 with an authorized capital stock of Twenty-
Five Million Pesos (Php25,000,000.00), divided into Two Hundred Fifty Thousand shares (250,000) with
a par value of One Hundred Pesos (Php100.00) each. Its primary purpose is to engage in the business
of public commercial radio, terrestrial, cable and satellite broadcast. TBGI does not have any subsidiary
under it.

The Tenth Congress granted the Corporation a 25-year a Congressional Franchise on June 22, 1998
under Republic Act 8657, to construct, establish, install, maintain and operate communication systems
for the reception and transmission of messages within the Philippines.

On 07 November 2002, the SEC approved the increase in authorized capital stock of TBGI from Twenty-
Five Million Pesos (Php25,000,000.00) divided into Two Hundred Fifty Thousand shares with par value
of One Hundred Pesos (Php100.00) each, to One Hundred Fifty Million Pesos (Php150,000,000.00)
divided into One Hundred Fifty Million (150,000,000) shares with par value of One Peso (Php1.00) each.

On 27 December 2002, the Company’s Board of Directors and stockholders approved the following
resolutions:

The conversion of additional paid-in capital amounting to Php58,341,330.00 into 58,341,330 shares of
stock to be paid, as and by way of stock dividends, to all stockholders of the Company as of 31
December 2002 in proportion to the number of shares held by each stockholder and which will be issued
out of the proposed increase in the authorized capital stock from One Hundred Fifty Million Pesos
(Php150,000,000.00) to Three Hundred Eighty Million Pesos (Php380,000,000.00);

The increase in authorized capital stock from One Hundred Fifty Million Pesos (Php150,000,000.00)
divided into One Hundred Fifty Million (150,000,000) shares with par value of One Peso (Php1.00) per
share to Three Hundred Eighty Million Pesos (Php380,000,000.00) divided into Three Hundred Eighty
Million (380,000,000) shares with par value of One Peso (Php1.00) per share; and

The amendment of Article Seventh of the Amended Articles of Incorporation in relation to the proposed
increase in authorized capital stock.

The Company’s subscribed and paid-up capital as of 31 December 2002, after incorporating the effect of
stock dividends in 2002, amounts to Php139,341,330.00.

On April 15, 2003, the SEC approved the aforesaid increase and amendments.

TBGI generates revenues mainly from Internet, Intranet, and local loop services subscriptions of
schools, corporate private sector and government agencies. The Company provides (1) data services
for Internet connectivity and virtual private network connectivity, and (2) uplink services to underserved
and unserved areas including but not limited to consumers of residential, commercial, schools, hospitals,
government and public institutions, multinational corporations and local and foreign TV channels.

For the delivery of its services, TBGI owns and operates satellite facilities having separate buildings for
transmitter and power generators at the 1.1-hectare area of former US Air Force Satellite
Communication facility in CSEZ in Pampanga. TBGI’s integral facility, the Clark Development Corp.
(CDC) Broadcast Operations Center, houses 20 studios for media production and post-production
services inside 277 square meter area of industrial-grade raised flooring, with an enclosed soundproof
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studios. TBGI connection to the Internet features the several platforms under Ka-Band and C-band
connectivity via various satellite and fiber optic line to complete the link.

The Company does not conduct research and development, in accordance with its policy of using
existing technologies and forming alliances or supply arrangements with providers of applicable
technology that come in the way to serve market opportunities better. TBGI operations do not generate
waste or toxic emissions.

Properties
All of the Company’s properties and equipment units have been paid for in full and fully owned by the

Company.

Complementing the facilities in Clark, Pampanga is the TBGI Network Monitoring and Operations Center
at the 9th floor of Summit One Building in Mandaluyong City, Metro Manila. TBGI bought the remaining
ATN financial interest in the 9thFloor of Summit One Tower Building with a total area of 853 square
meters. In addition, TBGI owns a 210 square meter house inside a 248 square meter lot in Island Park
Dasmarinas, Cavite. The facility is used for training, seminars and other human resource development
activities.

The Company has no plan to acquire additional real estate properties within the next twelve (12) months.

Legal Proceedings

The Company is not involved in any litigation incidental to the conduct of its business. If there is any
claim against the company, the Company believes that the cases against it have no legal basis and that
there is no pending litigation that will have a material or adverse effect on its financial position or
operations.

Submission of Matters to a Vote of Security Holders
There was no meeting held during the 4th quarter of fiscal year ending December 31, 2020.

Management's Discussion and Analysis or Plan of Operation

(1) Plan of operation
TBGI started to establish its data services network in 2001 with the installation of a satellite main hub
transmitter-receiver to link the interactive broadband requirements of educational institutions.

Aside from its new market development efforts, the Company plans to continue its business in the
manner it did last year. The company’s internal revenue generation, interest income from various money
market placements, and the cash balance are sufficient to satisfy its cash requirements for the next
twelve months. It will continue to focus on its existing principal activities and has no plan to engage in
major product research and development or purchase or sell any plant and significant equipment. The
company values its human resources and it has no plan to decrease the number of its employees.

There is no known trend or uncertainty that will significantly reduce TBGI's liquidity. Management
expects growth in revenues to come increasingly from data services and Internet growth as the satellite
data broadcast network expands with market demand. The demand of schools subscribing for Internet
connectivity will require equipment purchases that will be taken out of inventory.

TBGI's profitability is significantly sensitive to revenues and cost of bandwidth used. While there is no
known event that will materially affect revenues, the price of bandwidth has declined significantly with the
sharing of the new DS3 line with various users located in Summit One Tower.

CY 2020
Total assets decreased from PHP 594.063 million to PHP 588.261 million as of December 31, 2020. The net
decrease of PHP 5.802 million in the total assets resulted from movements in the following:

Increase in current assets of P 8.064 million arising from the following changes:
(1) Increase of PHP 8.101 million in cash primarily due to additional investment in
associates.
(2) Increase of PHP 0.400 million in accounts receivables.
(3) Decrease of PHP 0.436 million in other current assets.

Decrease in non-current assets of PHP 13.872 million due to the following:

(1) Amortization of franchise by PHP 0.6 million.

(2) Decrease of PHP 14.265 million in property and equipment.

(3) Increase of PHP 0.993 million in other non-current assets due to increase in advances to related
parties.
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Total liabilities decreased from PHP 47.625 million as of December 31, 2019 from PHP 36.946 million as of
December 31, 2020. The net decrease of PHP 10.679 million was due to the following:

Decrease in current liabilities of PHP 17.951 million arising from the following changes:

1) Decrease of PHP 0.168 million in accounts payable and accrued expenses
2) Decrease of PHP 0.05 million in short term loan

3) Decrease of PHP 18.108 million in unearned income.

4) Increase in income tax payable of PHP 0.038 million.

Increase of non-current liabilities by PHP 7.273 million arising from the following changes:
1) Increase of PHP 0.015 million in deferred tax liability.
2) Increase of PHP 63 thousand in pension liability.
3) Increase of PHP 7.195 million in advances from related parties.

On the equity side, total equity increased from PHP 546.444 million as of December 31, 2019 to PHP 551.315
million as of December 31, 2020. The net increase of PHP 4.871 million was due to the increase in retained
earnings.

The following table shows the top five (5) important financial indicators of the company with comparable period in
the past year.
December 31, 2020 December 31, 2019

Current Ratio 1.17 0.25
Debt-to-Equity Ratio 0.07 0.09
Gross Profit Margin 12.5% 5.9%
Net Income to Sales Ratio 11.1% 1.8%
Net Income (loss) in pesos PHP 4,871,652 PHP 699,877

The following are important performance indicators of the company:

Current Ratio Calculated ratio of current assets into current liabilities. Indicates the ability of
the company to finance current operations without need for long term capital.

Debt-to Equity Ratio Calculated ratio of total debt into total equity. Indicates the level of indebtedness
of the company in relation to buffer funds provided by equity against any
operating losses. Also indicates the capacity of the company to absorb or take in
more debt.

Gross Profit margin Calculate ratio expressed in percentage of the gross margin into revenues.
Indicates the ability of the company to generate margin sufficient to cover
administrative charges, financing charges and provide income for the
stockholders.

Net Income to sales Calculated ratio of net income into total revenues. Indicates the efficiency of the
Ratio, and Earnings company in generating revenues in excess of cash operating expenses and non-
per Share cash charges, and the ability of the company to declare dividends for

stockholders.

There is no material off balance sheet transactions, arrangements, obligations (including contingent obligations)
and other relationships of the company with unconsolidated entities or other persons created during the reporting
period.

CY 2019
Total assets increased from PHP 563.359 million to PHP 594.0639 million as of December 31, 2019.
The net increase of PHP 30.710 million in the total assets resulted from movements in the following:

Decrease in current assets of P 1.6 million arising from the following changes:

a. Decrease of PHP 2.162 million in cash primarily due to additional investment
in associates.

b. Decrease of PHP 2.358 million in accounts receivables.

C. Decrease of PHP 332 thousand in other current assets.

Increase in non-current assets of PHP 35 million due to the following:

a. Amortization of franchise by PHP 0.6 million.
b. Increase of PHP 35 million in property and equipment.
c. Increase of PHP 902 thousand in other non-current assets due to increase in advances

to related parties.
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Total liabilities decreased from PHP 210 million as of December 31, 2018 to PHP 47 million as of
December 31, 2019. The net decrease of PHP 162 million was due to the following:

Increase in current liabilities of PHP 17.876 million arising from the following changes:
a. Decrease of PHP 7.805 million in accounts payable and accrued expenses
b. Increase of PHP 25 million in unearned income..

c. Increase in income tax payable of PHP 21 thousand.

Decrease of non-current liabilities by PHP 180 million arising from the following changes:

a. Decrease of PHP 192 million in deposits due stock subscription.
b. Increase of PHP 62 thousand in pension liability.
C. Increase of PHP11.859 million in advances from related parties.

On the equity side, total equity increased from PHP353.244 million as of December 31, 2018 to
PHP546.443 million as of December 31, 2019. The net increase of PHP193 million was due to the

following:
a. Increase of PHP118 million in share capital due to additional subscription.
b. Increase of PHP 74 million in share premium.

The following table shows the top five (5) important financial indicators of the company with
comparable period in the past year.
December 31, 2019 December 31, 2018

Current Ratio 0.25 0.92
Debt-to-Equity Ratio 0.09 0.60
Gross Profit Margin 5.9% 5.1%
Net Income to Sales Ratio 1.8% 25%
Net Income (loss) in pesos P699,877 P15,358,144

The following are important performance indicators of the company:

Current Ratio Calculated ratio of current assets into current liabilities. Indicates the ability of
the company to finance current operations without need for long term capital.

Debt-to Equity Ratio Calculated ratio of total debt into total equity. Indicates the level of indebtedness
of the company in relation to buffer funds provided by equity against any
operating losses. Also indicates the capacity of the company to absorb or take in
more debt.

Gross Profit margin Calculate ratio expressed in percentage of the gross margin into revenues.
Indicates the ability of the company to generate margin sufficient to cover
administrative charges, financing charges and provide income for the
stockholders.

Net Income to sales Calculated ratio of net income into total revenues. Indicates the efficiency of the
Ratio, and Earnings company in generating revenues in excess of cash operating expenses and non-
per Share cash charges, and the ability of the company to declare dividends for

stockholders.

There is no material off balance sheet transactions, arrangements, obligations (including
contingent obligations) and other relationships of the company with unconsolidated entities or
other persons created during the reporting period.

20



CY 2018
Total assets increased from PHP 358.371 million to PHP 563.359 million as of December 31, 2018.
The net increase of PHP 205 million in the total assets resulted from movements in the following:

Decrease in current assets of P 1.6 million arising from the following changes:
a. Decrease of PHP 4.3 million in cash primarily due to additional investment in associates.
b. Increase of PHP 2.8 million in accounts receivables.

Increase in non-current assets of PHP 206 million due to the following:
a. Decrease in advances for projects of PHP 657 thousand due to liquidation.
b. Increase in investment in associates of PHP 204 million due to additional subscription.
c. Amortization of franchise by PHP 0.6 million.
d. Decrease of PHP 16.million in property and equipment due to depreciation.
e. Increase of PHP 16 million in investment property due to fair value adjustment.
f. Increase of PHP 4 million in other non-current assets due to increase in advances to related
parties.

Total liabilities increased from PHP 60 million as of December 31, 2017 to PHP 210 million as of
December 31, 2018. The net increase of PHP 149 million was due to the following:

Decrease in current liabilities of PHP 344 thousand arising from the following changes:
a. Decrease of PHP 400thousand in short term loans.
b. Increase in income tax payable of PHP 34 thousand.

Increase of non-current liabilities by PHP 149 million arising from the following changes:
a. Increase of PHP 192.500million in deposits due to deposit for future subscription.
b. Increase of PHP 48 thousand in pension liability.
c. Decrease of PHP43 million in advances from related parties.

On the equity side, total equity increased from PHP297.885 million as of December 31, 2017 to
PHP353.244 million as of December 31, 2018. The net increase of PHP55 million was due to the
following:

a. Increase of PHP40 million in share capital due to additional subscription.

b. Increase of PHP15 million in retained earnings due to income during the year.

The following table shows the top five (5) important financial indicators of the company with
comparable period in the past year.
December 31, 2018 December 31, 2017

Current Ratio 0.92 1.01
Debt-to-Equity Ratio 0.60 0.20
Gross Profit Margin 5.1% -20.2%
Net Income to Sales Ratio 25% -11.0%
Net Income (loss) in pesos P14,394,862 -P4,576,591

The following are important performance indicators of the company:

Current Ratio Calculated ratio of current assets into current liabilities. Indicates the
ability of the company to finance current operations without need for long
term capital.

Debt-to Equity Ratio | Calculated ratio of total debt into total equity. Indicates the level of
indebtedness of the company in relation to buffer funds provided by equity
against any operating losses. Also indicates the capacity of the company
to absorb or take in more debt.

Gross Profit margin | Calculate ratio expressed in percentage of the gross margin into
revenues. Indicates the ability of the company to generate margin
sufficient to cover administrative charges, financing charges and provide
income for the stockholders.

Net Income to sales | Calculated ratio of net income into total revenues. Indicates the efficiency
Ratio, and Earnings | of the company in generating revenues in excess of cash operating
per Share expenses and non-cash charges, and the ability of the company to
declare dividends for stockholders.




There is no material off balance sheet transactions, arrangements, obligations (including contingent
obligations) and other relationships of the company with unconsolidated entities or other persons
created during the reporting period.

Disclosure on material events and uncertainties:

1 There is no known trend, demands, commitments, events or uncertainties that will have
material impact on the issuer’s liquidity

2 Thereis no event that will trigger direct or contingent financial obligation that is material to the
company.

3 There is no material off-balance sheet transaction, arrangement, obligations and other
relationships of the company.

4  There is no material commitment for capital expenditures.

5 There is no known unfavorable trend, events, or uncertainties that have material impact on

net sales.

There is no significant element of income that did not arise from the issuer’s operations.

There is no seasonal aspects that has a material effect on the FS.

~N O

Information on Independent Accountant and related Matter

(1) External Audit Fees and Services

R. R. TAN & ASSOCIATES, CPAs, the external auditor of the company, audited the financial
position with a contract amount of P335,000 inclusive of out of pocket expenses for the year
ended 2020. The same contract amount was paid by the company for year ended 2019.

R. R. Tan & ASSOCIATES, CPAs will audit the Company’s statement of financial positions and the
related statements of comprehensive income, statement of changes in equity and statement of cash
flows for the year then ending and will provide an audit report on the financial statements referred to
above in accordance with Philippine Financial Reporting Standards.

As part of the engagement, R. R. Tan & ASSOCIATES, CPAs will also assist in the preparation of the
Company’s annual income tax returns for filing with the Bureau of Internal Revenue;

There were no tax fees paid for the last two fiscal years for professional services rendered on tax
accounting, compliance, advice, planning and any other form of tax services.
There were no other fees paid by the company for product and other services provided by the auditor.

The audit committee headed by Kenneth C. Co (Chairman), Arsenio T. Ng (Member) and Paul B.
Saria (Member) has no policies and procedures of the above services.

(2) Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

There were no events where R. R. Tan & ASSOCIATES, CPAs and the company had any
disagreement on any matter of accounting principles or practices, financial statements disclosures,
audit scope or procedures which led to a change in external auditors and if not resolved to the
satisfaction of any of these accountants, would have caused the latter to make reference to the
subject matter of disagreement in connection with its report.

Expansion Plans

Transpacific website www.tbgi.net.ph list all services that the Corporation provides. TBGI has at its
disposal the use of facilities owned by the ATN Group for the performance of broadband services.
Summit One Tower hosts the fiber optic backbone, and the necessary tower height for wireless
transmission within Metro Manila. With the fiber optic infrastructure available at Summit One Tower,
the TBGI WIFI network envisaged for Metro Manila will be implemented in alliance with equipment
suppliers from various countries.

TBGI expects to become a major wireless data services provider in the Philippines. There is no
foreseeable event, which may have a material impact on its short-term liquidity, and no seasonal
aspect had material effect on the financial condition of the Company’s operation. Funding for the
expansion will be sourced from borrowings and available credit facilities from local banks.
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TBGI market development and business expansion are likewise focused on renewable energy. TBGI
has made investments in ATN Philippines Solar Energy Group, Inc. (ATN Solar) in cooperation with
project proponent ATN Holdings, Inc. The TBGI affiliate has secured its Solar Energy Service Contract
from the Department of Energy for a 30 Megawatt Solar PV Power Plant near Metro Manila. The
project is shovel ready and is undertaking financial closing with banks and private equity.

Market Price for Registrant's Common Equity and Related Stockholder Matters

(1) Market Information

The registrant’s common equity is principally traded at the Philippine Stock Exchange. TBGI high and
low sales prices for the last two years are indicated in the table below.

Jan 1 to Dec 31, 2020 Jan 1 to Dec 31, 2019

High Low High Low
Qtr. 1 0.29 0.15 0.61 0.44
Qtr. 2 0.20 0.15 0.49 0.41
Qtr. 3 0.19 0.17 0.41 0.51
Qtr. 4 0.37 0.20 0.35 0.44

The price information as of the latest practicable trading date, September 10, 2021 has a high
of 0.385 and low of P0.375.

(2) Holders

There is no acquisition, business combination or other reorganization that affect the transaction on
amounts and percentage of present holdings of the registrant's common equity owned beneficially by:
(&) more than five percent (5%) beneficial owner of registrant’'s common equity;
(b) each directors and nominee; and
(c) all directors and officers as a group, and the registrant’s present commitments to such
persons with respect to the issuance of shares.

There are approximately 375 holders of common shares of the Company as of August 31, 2021.
based on the number of accounts registered with the Stock Transfer Agent).

The top 20 common stockholders as of August 31, 2021 are as follows:

% of Total

Class "A" Stockholders No of Shares Held Shares
Outstanding

1 ING, ARSENIOT. 1,712,370,990 45.11%
2 |PCD NOMINEE CORP 1,740,077,158 45.84%
3 |UNIPAGE MANAGEMENT INC. 371,480,000 9.79%
4 |ATN HOLDINGS INC. 130,000,000 3.42%
5 |PCD NOMINEE CORP (NON-FILIPINO) 79,732,222 2.10%
6 [LIU, JESSILYN NG 10,000,000 0.26%
7 |YAP, RODOLFOT. 8,000,000 0.21%
8 NG, HILARIO TUI 4,008,040 0.11%
9 ING, MARK T. 3,750,000 0.10%
10 ING, MATTHEW H. 3,750,000 0.10%
11 NG, ANNIE CGAM 3,750,000 0.10%
12 NG, TIFFANY ANNE 3,750,000 0.10%
13 |OLIVA, DULCE MARIA S. 3,600,000 0.09%
14 ING, BUN KUI 3,600,000 0.09%
15|NG, IRENE T. 3,600,000 0.09%
16 |[LIMQUECO, MARGIE VILLAFLOR 3,500,000 0.09%
17 |LIMQUECO, MARGIE V. 2,180,000 0.06%
18 |CHUA, RICARDO R. 1,000,000 0.03%
19 |CHOA, BONIFACIO N. 1,000,000 0.03%
20 |TAN, CAESARYY. 1,000,000 0.03%




(3) Dividends

There was no cash dividend declared for the last three fiscal years and there are no restrictions that
limit the payment of dividend on common shares.

(4) Recent Sales of Unregistered Securities

The Company has not sold any securities within the past three years that were not registered under
the RSA.

Compliance with leading practice on Corporate Governance

The company will make a separate submission on filling of Integrated Annual Corporate Governance.
The detailed discussion of the Annual Corporate Governance Section deleted as per SEC
memorandum Circular No. 5, series of 2013, issued last March 20, 2013

The Company did not deviate from the adopted Manual of Corporate Governance and all members of
the Board Directors as well as Senior Management officers completed and were duly certified to have
attended a 1-day special in-house seminar on Corporate Governance.

Compliance with Section 49 of the Revised Corporation Code

Minutes of the Annual Stockholders Meeting of October 21, 2020 via Zoom meeting

No of shares %
No. of Outstanding Voting shares 379,562,200 100%
Shareholders present 280,534,422 73.91%
Directors Present: Position
Arsenio T. Ng Chairman of the Board
Hilario T. Ng Director
Simoun S. Ung Director
Paul B. Saria Director
Ardi Bradley L. Ng Director
Oscar B. Mapua Jr. Independent Director
Kenneth Co. Independent Director

1. Call to Order. The Chairman, Mr. Arsenio T. Ng, called the meeting to order at 1:30PM

2. Notice of the Meeting. The Corporate Secretary certified that the Notice of the Annual
Stockholders’ Meeting and Definitive Information Statement were sent on September 9, 2020
via (1) Disclosure in the PSE Edge system, (2) Disclosure in the Company’s website, (3)
Publication in two (2) newspapers Daily Tribune and Malaya both on September 23 and 24,
2020., and (4) via email upon request of stockholders.

3. Determination of Quorum. The Corporate Secretary certified that a quorum existed with
73.91% or 280,534,422 shares of the issued and outstanding shares were present in person
or by proxy.

4. |Instructions on Rules of Conduct, Voting Procedures and Voting Requirements. The
Corporate Secretary explained the rules of conduct, voting procedures and voting
requirements of the meeting via (1) show of hands or (2) registration and voting in absentia.
Registration form and/or proxy forms were sent to stockholder that signified their intent to join
the meeting via email or via downloadable form in the company website with a deadline of
submission on October 14, 2020. Other question are to be taken up under “Other Matters”

5. Approval of the Minutes of Meeting of 2019. The Assistant Corporate Secretary presented
an electronic copy of the previous minutes of meeting held on October 16, 2019. On motion
duly made and seconded, the minutes of meeting of the previous meeting of the Stockholders
held on October 16, 2019. Stockholders votes on the resolution as follows:

FOR AGAINST ABSTAIN
No. of Voted Shares 280,534,422 0 0
% of total outstanding shares 73.91%
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6. Report of the President and Presentation of the Audited Financial Statements. The
President, Arsenio T. Ng instructed the Chief Operations Officer, Paul B. Saria to present the
report (in powerpoint attached) and the Audited Financial Statements ending December 31,
2019 of the Corporation. Stockholders noted the President/Annual Report and the Audited
Financial Statements ending December 31, 2019 without objections, as follows:

FOR AGAINST ABSTAIN
No. of Voted Shares 280,534,422 0 0
% of total outstanding shares 73.91%

7. Ratification of the Acts of the Board of Directors and Officer. The Corporate Secretary
announced that stockholders’ ratification is being sought for all the acts and resolution of the
Board and other Board Committees exercising powers delegated by the Board, which were
adopted for year 2018 to 2019, as well as for all the acts of the Corporation’s officers
performed in accordance with the resolutions of the Board. Stockholders ratified all the acts
of the Board, Committees and Officers, with the following votes:

FOR AGAINST ABSTAIN
No. of Voted Shares 280,534,422 0 0
% of total outstanding shares 73.91%

8. Election of Directors. The Assistant Corporate Secretary presented the nominees for the
Board of Directors of the Corporation. The Corporate Secretary certified that the following
were duly nominated as directors of the Company for the ensuing year in accordance with the
By-laws of the Corporation. Given that the number of nominees is similar to the required
number of Directors under the Corporation’s By-laws, stockholders duly elected the new
Board of Directors based on the total cumulative votes as follows:

Director FOR
Arsenio T. Ng 280,534,422
Hilario T. Ng 280,534,422
Simoun S. Ung 280,534,422
Paul B. Saria 280,534,422
Ardi Bradley L. Ng 280,534,422
Oscar B. Mapua Jr. 280,534,422
Kenneth Co. 280,534,422
9. Appointment of External Auditor. The Committee and the Board endorsed the appointment

of R.R. Tan and Associates as the Corporation’s External Auditor for the fiscal your 2020 to
2021. The Corporate Secretary, on behalf of the management, proposed the adoption of
resolution for the appointment of the Corporation’s external auditor. The stockholders voted
on the resolution as follows:

FOR AGAINST ABSTAIN
No. of Voted Shares 280,534,422 0 0
% of total outstanding shares 73.91%

10. Other Matters. The Chairman opened the floor for other matters to be taken up or questions
from the stockholders. After a few minutes, there being no matters raised the Chairman
adjourned the meeting at 2:30PM, and thanked the stockholders for their attendance and
support

SEC FORM 17-A

A copy of SEC Form 17-A will be provided to _any stockholder of Transpacific Broadband
Group Int’l Inc. without any charge upon written request addressed to:

Paul B. Saria

Transpacific Broadband Group Int’l, Inc.

9" Floor Summit One Tower

530 Shaw Blvd., Mandaluyong City, Metro Manila






Unit 1705, Antel Global Corporate Center

Dofa Julia Vargas Avenue, Ortigas Center
R.R. TAN & ASSOCIATES, CPAs Pasig City, Philppines 1605

Tel.: (632) 8638-3430 to 32; Fax: (632) 8638-3430

e-mail:_info@rrtan.net

PRC-BOA Reg. No. 0132, valid until December 31, 2021
SEC Accreditation No. 0394-F, valid until July 23, 2023
BIR Accreditation No. 07-100015-001-2019, valid until September 12, 2022

Report of Independent Public Accountants

The Board of Directors and Stockholders

TRANSPACIFIC BROADBAND GROUP INTERNATIONAL, INC.
9™ Floor, Summit One Tower

530 Shaw Blvd., Mandaluyong City

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of TRANSPACIFIC BROADBAND GROUP
INTERNATIONAL, INC. (the Company), which comprise the statements of financial
position as at December 31, 2020 and 2019, and the statements of comprehensive
income, statements of changes in equity and statements of cash flows for each of the
three years in the period ended December 31, 2020, and notes to the financial
statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material
respects, the financial position of the Company as at December 31, 2020 and 2019,
and its financial performance and its cash flows for each of the three years in the period
ended December 31, 2020, in accordance with Philippine Financial Reporting
Standards (PFRSs).

Basis for Opinion

We conducted our audits in accordance with Philippine Standards on Auditing (PSAs).
Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Financial Statements section of our report. We are
independent of the Company in accordance with the Code of Ethics for Professional
Accountants in the Philippines (Code of Ethics) together with the ethical requirements
that are relevant to our audit of the financial statements in the Philippines, and we have
fulfilled our other ethical responsibilities in accordance with these requirements and the
Code of Ethics. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements of the current period. These matters
were addressed in the context of our audit of the financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these
matters. For the matter below, the description of how our audit addressed the matter is
provided in that context.



Recoverability of Investment in an Associate

As of December 31, 2020 and 2019, the Company’s investment in an associate amounted
to 408 million, equivalent to a 29.93% equity interest. This asset represents 69% of the
total assets at year-end. The associate, which is accounted under the equity method, is still
in the pre-operating stage and is now venturing into quarrying activities. We consider this as
a key audit matter based on the following key assessments: (i) volume of investment, (ii)
complex nature of associate’s operations and (iii) certainty or uncertainty of commencing
operations.

The Company’s disclosure in Investment in an associate is discussed in Note 10 of the
Notes to Financial Statements.

Our audit procedures
In the audit of Investment in associates, the following procedures were carried out:

» Performing an analytical procedures of the associates latest financial statements and
impairment assessment, where necessary;

» Discussion with key management and technical personnel regarding the
developments of solar projects and the rock crusher project during the year and any
subsequent material events;

» Review of financial forecast of the associates including project financing, revenue
estimates and other investment opportunities.

* Review significant agreements entered into with other parties related to its solar
project, including minutes of the Board of Directors meetings;

Other Information

Management is responsible for the other information. The other information comprises
the information included in the SEC Form 20-IS (Definitive Information Statement), SEC
Form 17-A and Annual Report for the year ended December 31, 2020, but does not
include the financial statements and our auditor’s report thereon. The SEC Form 20-1S
(Definitive Information Statement), SEC Form 17-A and Annual Report for the year
ended December 31, 2020 are expected to be made available to us after the date of
auditor’s report.

Our opinion on the financial statements does not cover the other information and we will
not express any form of assurance conclusion thereon.

In connection with our audits of the financial statements, our responsibility is to read the
other information identified above when it becomes available and, in doing so, consider
whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audits, or otherwise appears to be materially misstated.

Responsibilities of Management and Those Charged With Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with PFRSs, and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters

R. R. Tan & Associates, CPAs
Unit 1705, Antel Global Corporate Center, Dofia Julia Vargas Avenue, Ortigas Center, Pasig City 1605



related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Company or to cease operations, or has no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial
reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with PSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with PSAs, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

» Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

» Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Company’s internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness
of accounting estimates and related disclosures made by management.

« Conclude on the appropriateness of management’s use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the
related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor’s report. However, future events or conditions
may cause the Company to cease to continue as a going concern.

» Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

« Obtain sufficient appropriate audit evidence regarding the financial information of
the entities or business activities within the Company to express an opinion on the
financial statements. We are responsible for the direction, supervision and
performance of the Company audit. We remain solely responsible for our audit
opinion.

R. R. Tan & Associates, CPAs
Unit 1705, Antel Global Corporate Center, Dofia Julia Vargas Avenue, Ortigas Center, Pasig City 1605



We communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have
complied with relevant ethical requirements regarding independence, and to
communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine
those matters that were of most significance in the audit of the financial statements of
the current period and are therefore the key audit matters. We describe these matters in
our auditor’s report unless law or regulation precludes public disclosure about the
matter or when, in extremely rare circumstances, we determine that a matter should not
be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Report on the Supplementary Information Required Under Revenue Regulation
(RR) 15-2010 of the Bureau of Internal Revenue

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplementary information disclosed in Note 32 to
the financial statements is presented for purposes of filing with the Bureau of Internal
Revenue and is not a required part of the basic financial statements. Such information
is the responsibility of management and has been subjected to the auditing procedures
applied in our audit of the basic financial statements. In our opinion, the information is
fairly stated in all material respects in relation to the basic financial statements taken as
a whole.

The engagement partner on the audit resulting in this independent auditor’s report is
Chester Nimitz F. Salvador

R. R. TAN AND ASSOCIATES, CPAs

el

By: CHESTER NIMITZ F. SALVADOR
Partner
CPA Certificate No. 0129556
Tax Identification No. 307-838-154
PTR No. 6514908, February 2, 2021, Pasig City
SEC Accreditation No. 1812-A, valid until July 23, 2023
BIR Accreditation No. 07-000251-003-2019, valid until June 12, 2022

April 13, 2021
Pasig City

R. R. Tan & Associates, CPAs
Unit 1705, Antel Global Corporate Center, Dofia Julia Vargas Avenue, Ortigas Center, Pasig City 1605



STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2020 AND 2019

TRANSPACIFIC BROADBAND GROUP INTERNATIONAL, INC.

ASSETS Notes 2020 2019
Current Assets
Cash and cash equivalents 7 P 13,796,232 P 5,695,235
Receivables - net 8 1,924,608 1,524,080
Other current assets - net 9 214,728 651,810
Total Current Assets 15,935,568 7,871,125
Non-current Assets
Investment in an associate 10 408,161,917 408,380,295
Franchise - net 11 1,942,405 2,542,405
Property and equipment - net 12 92,517,158 106,781,915
Investment properties 13 61,568,800 61,568,800
Other non-current assets 14 8,135,750 6,924,894
Total Non-current Assets 572,326,030 586,198,309
TOTAL ASSETS P 588,261,598 P 594,069,434
LIABILITIES AND EQUITY
Current liabilities
Accounts payable and accrued expenses 15 P 742,283 P 574,131
Short-term loan 16 5,450,000 5,500,000
Unearned income 17 7,255,114 25,362,794
Income tax payable 186,165 148,583
Total Current Liabilities 13,633,562 31,585,508
Non-current Liabilities
Deposits 18 662,830 662,830
Pension liability 19 886,230 823,805
Advances from related parties 25 21,041,383 13,846,319
Deferred tax liabilities - net 27 722,002 707,033
Total Non-current Liabilities 23,312,445 16,039,987
Total Liabilities 36,946,007 47,625,495
Equity
Share capital 20 380,000,000 380,000,000
Share premium 103,947,352 103,947,352
Share options outstanding 20 8,921,814 8,921,814
Retained earnings 58,884,225 54,012,573
Treasury shares 20 (437,800) (437,800)
Total Equity 551,315,591 546,443,939

TOTAL LIABILITIES AND EQUITY

P 588,261,598 P 594,069,434

See accompanying notes to financial statements



TRANSPACIFIC BROADBAND GROUP INTERNATIONAL, INC.

STATEMENTS OF COMPREHENSIVE INCOME

FOR THE YEARS ENDED DECEMBER 31, 2020, 2019 AND 2018

Notes 2020 2019 2018
REVENUES
Service income 21 41,032,940 36,884,773 37,948,577
Other income 23 2,650,449 2,844,503 20,506,969
43,683,389 39,729,276 58,455,546
COST AND EXPENSES
Direct costs 22 36,461,967 34,721,453 35,995,700
Administrative expenses 24 1,425,628 3,095,070 1,925,983
Finance costs 16 345,752 387,414 358,133
Impairment loss - - 918,887
38,233,347 38,203,937 39,198,703
INCOME FROM OPERATION 5,450,042 1,525,339 19,256,843
EQUITY IN NET LOSS OF AN ASSOCIATE 10 (218,378) (613,332) (2,241,565)
INCOME BEFORE INCOME TAX 5,231,664 912,007 17,015,278
INCOME TAX EXPENSE 27 360,012 212,130 1,657,134
INCOME FOR THE PERIOD 4,871,652 699,877 15,358,144
OTHER COMPREHENSIVE INCOME - - -
TOTAL COMPREHENSIVE INCOME 4,871,652 699,877 15,358,144
EARNINGS PER SHARE
Basic 28 0.0013 0.0002 0.0061
Diluted 0.0012 0.0002 0.0053

See accompanying notes to financial statements



TRANSPACIFIC BROADBAND GROUP INTERNATIONAL, INC.
STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2020, 2019 AND 2018

Note 2020 2019 2018

SHARE CAPITAL

Balance, January 1 P 380,000,000 P 262,019,330 P 222,019,330

Issuance during the year - 117,980,670 40,000,000

Balance, December 31 20 380,000,000 380,000,000 262,019,330
SHARE PREMIUM

Balance, January 1 103,947,352 29,428,022 29,428,022

Addition during the year - 74,519,330 -

Balance, December 31 103,947,352 103,947,352 29,428,022
SHARE OPTIONS OUTSTANDING 20 8,921,814 8,921,814 8,921,814
RETAINED EARNINGS

Balance, January 1 54,012,573 53,312,696 37,954,552

Income for the year 4,871,652 699,877 15,358,144

Balance, December 31 58,884,225 54,012,573 53,312,696
TREASURY SHARES - at cost 20 (437,800) (437,800) (437,800)

P 551,315,591 P 546,443,939 P 353,244,062

See accompanying notes to financial statements



TRANSPACIFIC BROADBRAND GROUP INTERNATIONAL, INC.
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2020, 2019 AND 2018

Notes 2020

2019 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Income before income tax expense
Adjustments for:

Provisions for (Reversal of):

P 5,231,664

912,007 P 17,015,278

Depreciation and amortization 11,12 15,481,827 15,152,613 17,094,516
Retirement benefits 19 62,255 62,255 40,582
Actuarial loss 19 170 - -
Impairment loss - - 918,887
Impairment of spare parts 9 (146,887) - -
Foreign exchange (gains) loss 23 (225,275) 136,508 (753,958)
Unrealized fair value gain on investment property - - (17,053,000)
Equity in net loss of an associate 10 218,378 613,332 2,241,565
Interest income 23 (10,832) (11,252) (15,287)
Interest expense 16 345,752 387,414 358,133
Operating Income Before Working Capital Changes 20,957,052 17,252,877 19,846,716
Decrease (Increase) in Operating Assets:
Receivables (400,528) 2,358,019 (2,879,983)
Prepayments 14,598 (77,630) -
Other non-current assets (1,210,855) (902,862) (4,181,598)
Increase (Decrease) in Operating Liabilities:
Accounts payable and accrued expenses 168,152 (7,508,111) 21,235
Unearned income (18,107,680) 25,362,794 -
Deposits - 259,830 -
Cash Generated by Operations 1,420,739 36,744,917 12,806,370
Income taxes paid (307,461) (237,945) (103,475)
Retirement benefits paid - - (88,761)
Interest received 10,832 11,252 15,287
Net Cash Provided by Operating Activities 1,124,110 36,518,224 12,629,421
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from:
Return of funds from advances for projects - - 705,653
Collection from related parties - - 219,832
Acquisition of property and equipment 12 (47,700)  (50,016,437) -
Payment of stock subscription to associate - - (206,800,000)
Net Cash Used in Investing Activities (47,700)  (50,016,437) (205,874,515)
CASH FLOWS FROM FINANCING ACTIVITIES
Availment of loan 16 5,450,000 5,500,000 5,500,000
Availments of advances from related parties 25 8,740,874 12,500,000 -
Loan maturities
Principal 16 (5,500,000) (5,500,000) (5,900,000)
Interest expense 16 (345,752) (387,414) (358,133)
Payment of advances from related parties 25 (1,545,810) (640,823) (43,250,874)
Proceeds of deposit for future subscription - - 192,500,000
Issuance of share capital - - 40,000,000
Net Cash Provided by Financing Activities 6,799,312 11,471,763 188,490,993
EFFECTS OF EXCHANGE RATE CHANGES
IN CASH AND CASH EQUIVALENTS 225,275 (136,508) 412,117
NET INCREASE(DECREASE) IN
CASH AND CASH EQUIVALENTS 8,100,997 (2,162,958) (4,341,984)
CASH AND CASH EQUIVALENTS, January 1 5,695,235 7,858,193 12,200,177

CASH AND CASH EQUIVALENTS, December 31

P 183,796,232

P 5,695,235 P 7,858,193

See accompanying notes to financial statements



TRANSPACIFIC BROADBAND GROUP INTERNATIONAL, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2020 AND 2019

1. Corporate Information

Transpacific Broadband Group International, Inc. (TBGI or the Company), a corporation
duly organized and existing under the laws of Republic of the Philippines, was
incorporated and registered with Securities and Exchange Commission (“SEC”) on July
14, 1995, primarily to engage in the business of public commercial radio, terrestrial,
cable, and satellite broadcast. The Company is 9.57% owned by Unipage Management
Inc.

The Company holds a 25-year Congressional Franchise to construct, establish, install,
maintain, and operate communications systems for the reception and transmission of
messages within the Philippines. It also has an approved Provisional Authority to transmit
radio signals to satellites granted by the National Telecommunications Commission (NTC)
on April 7, 1999.

In 2007, the Company received from NTC its Certificate of Registration as a value added
services provider and offer Voice Over Internet Protocol (VOIP) service. In the same year,
NTC granted Frequency Supportability to the Company.

The Company is a duly registered Clark Special Economic Zone (CSEZ) enterprise and
has committed to operate, manage, and maintain a satellite earth station with broadcast
production and postproduction facilities and other related activities, located at Clark Field,
Pampanga. Pursuant to its registration with CSEZ, the Company is subject to a special
tax rate of 5% of gross income on registered activities.

The Company’s registered office is located at the 9th Floor of Summit One Tower, 530
Shaw Boulevard, Mandaluyong City. Its satellite center is located at Bldg. 1751, Chico St.,
Clark Special Economic Zone, Angeles City, Pampanga.

The financial statements of the Company as of December 31, 2020 (including the
comparative figures as of December 31, 2019 and 2018) were authorized for issue by the
President on April 13, 2021.

2. Basis of Preparation and Presentation

Statement of Compliance

The financial statements of the Company have been prepared in compliance with
Philippine Financial Reporting Standards (PFRS), Philippine Accounting Standards (PAS)
and interpretations thereof. PFRS are adopted standards by the Financial Reporting
Standards Council (FRSC) from the pronouncements issued by the International
Accounting Standards Board.

Basis of Financial Statement Preparation and Presentation

The accompanying financial statements have been prepared on a historical cost basis
except for building and improvements, uplink equipment, leasehold improvements and
data equipment, and investment properties that are carried at fair value.

The financial statements are presented in Philippine Peso, the Company’s functional
currency and all values represent absolute amount except when otherwise indicated.
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3. Summary of Significant Accounting Policies

The principal accounting policies applied in the preparation of these financial statements
are set out below. These policies have been consistently applied to all the years
presented, unless otherwise stated.

Current Versus Non-Current Classification
The Company presents assets and liabilities in the statements of financial position based
on current/non-current classification. An asset is current when it is:

«  Expected to be realized or intended to be sold or consumed in normal operating
cycle;

e Held primarily for the purpose of trading; -

»  Expected to be realized within twelve months after the end of the reporting
period; or

»  Cash or cash equivalent unless restricted from being exchanged or used to settle
a liability for at least twelve months after the end of the reporting period.

The Company classifies all other assets as noncurrent.
A liability is current when:

. It is expected to be settled in normal operating cycle;

. It is held primarily for the purpose of trading;

. It is due to be settled within twelve months after the end of the reporting period;
or

»  There is no unconditional right to defer the settlement of the liability for at least
twelve months after the end of the reporting period.

The Company classifies all other liabilities as non-current.

Cash and Cash Equivalents

Cash and cash equivalents are defined as cash on hand, demand deposits and short-
term, highly liquid investments readily convertible to known amounts of cash and which
are subject to insignificant risk of changes in value.

Financial Instruments

Date of Recognition

The Company recognizes a financial asset or a financial liability in the statement of
financial position when it becomes a party to the contractual provisions of the instrument.
Purchases or sales of financial assets, recognition and de-recognition, as applicable, that
require delivery of assets within the time frame established by regulation or convention in
the market place are recognized on the settlement date.

Initial Recognition

Financial instruments are recognized initially at fair value, which is the fair value of the
consideration given (in case of an asset) or received (in case of a liability). The
Company’s initial measurement of financial instruments, except for those classified as
FVTPL, includes transaction cost. For trade receivables, they are measured at the
transaction price determined under PFRS 15.

Classification and Subsequent Measurement of Financial Assets

Financial assets are classified in their entirety based on the contractual cash flows
characteristics of the financial assets and the Company’s business model for managing
the financial assets. The Company classifies and measures its financial assets into the
following measurement categories:

. financial assets measured at amortized cost
. financial assets measured at FVTPL
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« financial assets measured at FVOCI, where gains or losses in fair value is
recognized to profit or loss

« financial assets measured at FVOCI, where cumulative gains or losses
previously recognized are not reclassified to profit or loss

If the financial asset is held within a business model whose objective is to hold assets to
collect contractual cash flows or within a business model whose objective is achieved by
both collecting contractual cash flows and selling financial assets, the Company
assesses whether the cash flows from the financial asset represent solely payments of
principal and interest (SPPI) on the principal amount outstanding. In making this
assessment, the Company determines whether the contractual cash flows are consistent
with a basic service arrangement, i.e., interest includes consideration only for the time
value of money, credit risk and other risks and costs associated with holding the financial
asset for a particular period of time.

The Company’s business model is determined at a level that reflects how a group of
financial assets are managed together to achieve a particular business objective. The
Company’s business model does not depend on management’s intentions for an
individual instrument. The Company’s business model refers to how it manages its
financial assets in order to generate cash flows. The Company’s business model
determines whether cash flows will result from collecting contractual cash flows, selling
financial assets or both. Relevant factors considered by the Company in determining the
business model for a Company of financial assets include how the performance of the
business model and the financial assets held within that business model are evaluated
and reported to the Company’s key management personnel, the risks that affect the
performance of the business model (and the financial assets held within that business
model) and how these risks are managed and how managers of the business are
compensated.

As at December 31, 2020 and 2019, the Company’s financial assets represents financial
asset measured at amortized cost. These are captioned in the statement of financial
position as Cash and cash equivalents, Receivables and Deposits.

A financial asset is measured at amortized cost if:

. it is held within a business model whose objective is to hold financial assets in
order to collect contractual cash flows and

« the contractual terms of the financial asset give rise on specified dates to cash
flows that are solely payments of principal and interest on the principal amount
outstanding. These financial assets are initially recognized at fair value plus
directly attributable transaction costs and subsequently measured at amortized
cost using the EIR method, less any impairment in value.

Classification and Subsequent Measurement of Financial Liabilities
The Company determines the classification of financial liabilities, at initial recognition
based on the following categories:

. financial liabilities at FVPL

. other financial liabilities

Financial liabilities as of December 31, 2019 and 2018 are categorized as Other financial
liabilities. These include accounts payable and accrued expenses, short-term loans and
deposits.

After initial recognition, other financial liabilities are carried at amortized cost, taking into
account the impact of applying the effective interest method of amortization for any direct
attributable transaction cost. Gains or loss on financial liabilities are recognized in profit
or loss when the liabilities are derecognized.



-4-

Derecognition of Financial Assets and Financial Liabilities
A financial asset (or, where applicable, a part of a financial asset or part of a group of
similar financial assets) is derecognized when:

- the rights to receive cash flows from the asset have expired

- the Company has transferred its rights to receive cash flows from the asset or has
assumed an obligation to pay them in full without material delay to a third party
under a “pass-through” arrangement

- the Company has transferred its rights to receive cash flows from the asset and
either (a) has transferred substantially all the risks and rewards of ownership of
the asset, or (b) has neither transferred nor retained substantially all the risks and
rewards of ownership of the asset, but has transferred control of the asset.

When the Company has transferred its rights to receive cash flows from an asset and
has neither transferred nor retained substantially all the risks and rewards of ownership
of the asset nor transferred control of the asset, the asset is recognized to the extent of
the Company’s continuing involvement in the asset. If a transfer of financial asset does
not result in derecognition since the Company has retained substantially all the risks and
rewards of the ownership of the transferred asset, the Company continues to recognize
the transferred asset in its entirety and recognizes a liability for the consideration
received.

A financial liability is derecognized when the obligation under the liability is discharged,
cancelled or has expired. When an existing financial liability is replaced by another from
the same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such modification is treated as the derecognition of the carrying
value of the original liability and the recognition of a new liability at fair value, and any
resulting difference is recognized in profit or loss.

Impairment of Financial Assets

The Company recognizes an allowance for expected credit losses (ECLs) for all debt
instruments not held at FVTPL. ECLs are based on the difference between the
contractual cash flows due in accordance with the contract and all the cash flows that the
Company expects to receive, discounted at an approximation of the original effective
interest rate. ECLs are recognized in two stages. For credit exposures for which there
has not been a significant increase in credit risk since initial recognition, ECLs are
provided for credit losses that result from default events that are possible within the next
12 months (a 12-month ECL).

For those credit exposures for which there has been a significant increase in credit risk
since initial recognition, a loss allowance is required for credit losses expected over the
remaining life of the exposure, irrespective of the timing of the default (a lifetime ECL).

For trade receivables, the Company applies a simplified approach in calculating ECLs.
The Company does not track changes in credit risk, but instead recognizes a loss
allowance based on lifetime ECLs at each reporting date. The Company has established
a provision matrix that is based on its historical credit loss experience, adjusted for
forward-looking factors specific to the debtors and the economic environment

Offsetting of Financial Instruments

Financial assets and financial liabilities are offset and the net amount reported in the
consolidated statement of financial position if there is a currently enforceable legal right
to set off the recognized amounts and there is intention to settle on a net basis, or to
realize the asset and settle the liability simultaneously. The Company assesses that it
has a currently enforceable right of offset if the right is not contingent on a future event,
and is legally enforceable in the normal course of business, event of default, and event
of insolvency or bankruptcy of the Company and all of the counterparties.



Contract Assets and Liabilities

A contract asset is the right to consideration in exchange for goods or services
transferred to the customer. If the Company performs by transferring services to a
customer before the customer pays consideration or before payment is due, a contract
asset is recognized for the earned consideration that is conditional. As of December 31,
2020 and 2019, the Company has no contacts asset balances.

A contract liability is the obligation to transfer goods or services to a customer for which
the Company has received consideration (or an amount of consideration is due) from the
customer. If a customer pays consideration before the Company transfers goods or
services to the customer, a contract liability is recognized when the payment is made.
Contract liabilities are recognized as revenue when the Company performs under the
contract.

As of December 31, 2020 and 2019, balances pertaining to this account is presented as
Unearned income amounting to P7.3 million and P25.4 million, respectively.

Prepaid Expenses
Prepaid expenses are measured at amounts paid and subsequently recognized as
expense over which the prepayments apply.

Spare Parts Inventory
Spare parts inventory is stated at the lower of cost and net realizable value (NRV). Cost
is determined using the first-in first-out method. NRV is the selling price less the
estimated cost to sell.

Property and Equipment

The initial cost of property and equipment consist of its purchase price, including any
directly attributable costs of bringing the asset to its working condition and location for its
intended use. Expenditures incurred after the properties have been put into operation,
such as repairs and maintenance, are normally recognized in profit or loss in the year the
costs are incurred. In situations where it can be clearly demonstrated that the
expenditures have resulted in an increase in the future economic benefits expected to be
obtained from the use of an item of property and equipment beyond its originally
assessed standard of performance, the expenditures are capitalized as an additional
cost of the property and equipment.

Transportation equipment, furniture, and fixtures are subsequently carried at cost less
accumulated depreciation and impairment in value, if any. Buildings and improvements,
uplink/data equipment and leasehold improvements are subsequently carried at revalued
amounts less accumulated depreciation and impairment losses, if any. Subsequent
acquisitions are stated at cost less accumulated depreciation and impairment losses, if
any.

As of December 31, 2015, the revaluation increment arising from revaluation of Buildings
and improvements, uplink/data equipment and leasehold improvements amounting to
P22.2 million are completely transferred to retained earnings which are absorbed
through depreciation.

Depreciation is computed on a straight-line method over the estimated useful lives of the
depreciable assets as follows:

Building and improvements 20 years

Uplink/data equipment 10-20 years
Furniture and fixtures 10 years
Transportation equipment 5 years

Lease improvements 6 years or lease term

whichever is shorter
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Assets under lease arrangements are depreciated over the term of the lease or the
useful life of the asset, whichever is shorter, unless there is purchase option reasonably
certain to be exercised by the Company. In which case, the asset is depreciated over its
useful life.

An asset’s residual value, useful life, and depreciation method are reviewed periodically
to ensure that the period, residual value, and method of depreciation are consistent with
the expected pattern of economic benefits from items of property and equipment.

When assets are sold, retired, or otherwise disposed of, their cost and related
accumulated depreciation and impairment losses are removed from the accounts and
any resulting gain or loss is reflected in profit or loss for the period.

Fully depreciated assets are retained in the accounts until they are no longer in use.

Investment Properties

Investment properties consist of properties that are held to earn rentals or for capital
appreciation or both and that is not occupied by the company. Investment properties are
initially measured at cost, including transaction costs.

After initial recognition, investment property is carried at fair value. Fair value is based on
active market prices, adjusted, if necessary, for any difference in the nature, location or
condition of the specific asset. If this information is not available, the Company uses
alternative valuation methods such as recent prices on less active markets or discounted
cash flow projections. The Company reviews these valuations annually.

Investment property that is being redeveloped for continuing use as investment property
or for which the market has become less active continues to be measured at fair value.
Investment property is derecognized when either it has been disposed of, or when the
investment property is permanently withdrawn or sold and no future economic benefit is
expected from its disposal. Any gains or losses on the retirement or disposal of an
investment property are recognized in profit or loss in the year of retirement or disposal.

Investment in Associate

An associate is an entity over which the Company is able to exert significant influence
but not control and which are neither subsidiaries nor interests in a joint venture.
Investment in an associate is initially recognized at cost and subsequently accounted for
using the equity method. The equity method of accounting for investment in associate
recognizes the changes in the Company’s share of net assets of the associate. The
share in the net results of the operations of the associate is reported as Equity in Net
Loss/Earnings of an Associate reported in the Statement of Comprehensive Income.
However, when the Company’s share of losses in an associate equal or exceed its
interest in the associate the Company does not recognize further losses, unless it has
incurred obligations or made payments on behalf of the associate. If the associate
subsequently reports profits, the investor resumes recognizing its share of those profits
only after its share of the profits exceeds the accumulated share of losses that has
previously not been recognized. Changes resulting from other comprehensive income of
the associate or items recognized directly in the associate’s equity are recognized in
other comprehensive income or equity of the Company, as applicable.

Distributions received from the associates are accounted for as a reduction of the
carrying value of the investment.

If significant influence is lost over the associate, the Company measures the carrying
value of investment at its fair value. The difference, if any, upon the loss of significant
influence over its associate is reported in the Statement of Comprehensive Income.

Franchise

The Company holds a congressional franchise for the operation of telecommunication
service. All cost and expenses directly related to its initial acquisition that meets the
definition of an intangible asset is capitalized as Franchise. After the initial recognition,
Franchise is carried at cost less accumulated amortization and any impairment losses.
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Franchise is amortized using the straight-line method over its congressional term of 25
years. The amortization period and amortization method are reviewed at each financial
year-end. If the expected useful life of the asset is different from previous estimate, the
amortization period is changed accordingly. When the carrying amount of Franchise is
greater that its estimated recoverable amount, the cost is written down to its recoverable
amount. Franchise is derecognized either upon disposal or the right to use expired.

Other Non-current Assets
Other non-current assets of the Company include security deposit, and other
receivables. These are measured at amortized cost.

Equity
Share capital is determined using the par value of shares that have been issued.

Share premium represents the excess of the par value over the subscription price.

Retained earnings include all current and prior period results as disclosed in the
Statement of Comprehensive Income.

Share options is measured based on the fair value of the stock option on the date of
grant. If the fair value of the stock option cannot be estimated reliably, the intrinsic value
method is used. The intrinsic value is the excess of the market value of the share over
the option price.

Treasury shares are recorded at cost, which is equal to the cash payment or for noncash
consideration. It is shown in the statements of financial position as a deduction from the

equity.

Revenue Recognition

Revenue comprises revenue from rendering of services measured by reference to the
fair value of consideration received or receivable by the Company for services rendered,
excluding VAT and discounts. Revenue is recognized only when (or as) the Company
satisfies a performance obligation by transferring control of the promised goods or
services to a customer. The transfer of control can occur over time or at a point in time. A
performance obligation is satisfied at a point in time unless it meets one of the following
criteria, in which case it is satisfied over time:

» The customer simultaneously receives and consumes the benefits provided by
the Company’s performance as the Company performs;

» The Company’s performance creates or enhances an asset that the customer
controls as the asset is created or enhanced; and

» The Company’s performance does not create an asset with an alternative use to
the Company and the Company has an enforceable right to payment for
performance completed to date.

The transaction price allocated to performance obligations satisfied at a point in time is
recognized as revenue when control of the goods or services transfers to the customer.
If the performance obligation is satisfied over time, the transaction price allocated to that
performance obligation is recognized as revenue as the performance obligation is
satisfied.

In addition, the following specific recognition criteria must also be met before revenue is
recognized (applies to all years presented):

Service income
Revenues from internet services and bandwidth subscriptions are recognized
when services are rendered and billed.

Commission income
Commission income is recognized when the service required to be rendered to
subscribers is completed.



Rent income
Rent income is recognized on a straight-line basis over the lease term.

Interest income
Interest income from bank deposits is recognized as interest accrues taking into
account the effective yield on the related asset.

Cost and Expense Recognition

Cost is recognized in the Statement of Comprehensive Income when the related revenue
is earned (e.g. when goods are sold or services have been performed). Expenses are
recognized upon utilization of the service or when they are incurred.

Income Taxes

Current tax liabilities are measured at the amount expected to be paid to the tax
authority. The tax rates and tax laws used to compute the amount are those that have
been enacted or substantially enacted as at the end of reporting period.

Deferred tax asset is recognized for all temporary differences that are expected to
reduce taxable profit in the future, and for the carry forward of unused tax losses and
unused tax credits. Deferred tax liability is recognized for all temporary differences that
are expected to increase the taxable profit in the future. Deferred tax assets and
liabilities are measured using the tax rates and laws substantively enacted at the end of
the reporting period.

The carrying amount of deferred tax asset is reviewed at each end of reporting period
and reduced to the extent that it is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred income tax assets to be utilized.

Most changes in deferred tax assets or liabilities are recognized as a component of tax
expense in the statements of income. Only changes in deferred tax assets or liabilities
that relate to a change in value of asset or liabilities are charged or credited directly to

equity.

Employee Benefits

e Short-term Employee Benefits
Short-term employee benefits include items such as salaries and wages, social
security contributions and nonmonetary benefits, if expected to be settled wholly
within 12 months after the reporting date in which the employees rendered the
related services. Short-term employee benefits are recognized as expense as
incurred.

*  Retirement Benefit Cost

The Company provides for estimated retirement benefits costs required to be
paid under RA 7641 to qualifying employees. The cost of defined retirement
benefits, including those mandated under RA 7641 is determined using the
accrued benefits valuation method or projected benefit valuation method. Both
methods require an actuarial valuation which the Company has not undertaken.
Management believes, however, that the effect on the financial statements of the
difference between the retirement cost determined under the current method
used by the Company and an acceptable actuarial valuation method is not
significant.

» Compensated Absences
Compensated absences are recognized for the number of paid leaves days
(including holiday entitlement) remaining at reporting date. They are included as
part of Accounts payable and accrued expenses account at the undiscounted
amount the Company expects to pay as a result of the unused entitlement.



Leases

Company as a lessee — Effective as at January 1, 2019

The Company assesses whether a contract is or contains a lease, at inception of the
contract. The Company recognizes a right-of-use asset and a corresponding lease
liability with respect to all lease arrangements in which it is the lessee, except for short-
term leases (defined as leases with a lease term of 12 months or less) and leases of low
value assets. For these leases, the Company recognizes the lease payments as an
operating expense on a straight-line basis over the term of the lease unless another
systematic basis is more representative of the time pattern in which economic benefits
from the leased assets are consumed.

The lease liability is initially measured at the present value of the lease payments that
are not paid at the commencement date, discounted by using the rate implicit in the
lease. If this rate cannot be readily determined, the Company uses its incremental
borrowing rate.

As of December 31, 2020, the Company’s lease arrangements are classified as short-
term leases.

Company as a lessee — Prior to January 1, 2019

The determination of whether an arrangement is, or contains, a lease is based on the
substance of the arrangement at inception date of whether the fulfilment of the
arrangement is dependent on the use of a specific asset or assets or the arrangement
conveys a right to use the asset. A reassessment is made after inception of the lease
only if one of the following applies:

« there is a change in contractual terms, other than a renewal or extension of the
arrangement;

* a renewal option is exercised or extension granted, unless the term of the
renewal or extension was initially included in the lease term;

» there is a change in the determination of whether fulfillment is dependent on a
specified asset; or

» there is a substantial change to the asset.

Operating lease payments are recognized as an expense in profit or loss on a straight-
line basis over the lease term.

Company as a lessor

Leases where the Company does not transfer substantially all the risk and benefits of
ownership of the assets are classified as operating leases. Lease payments received are
recognized as an income in the statement of comprehensive income on a straight-line
basis over the lease term.

Borrowing Cost
Borrowing costs are:

- capitalized if they are directly attributable to the acquisition or construction of a
qualifying asset. Capitalization of borrowing costs commences when the
activities to prepare the asset are in progress and expenditures and borrowing
costs are being incurred. Borrowing costs are capitalized until the assets are
substantially ready for their intended use.

Other than the above, borrowing cost are expensed as incurred.

Foreign Currency Transactions and Translations
Iltems included in the financial statements of the Company are measured using the
currency of the primary economic environment in which the entity operates (the
functional currency). The financial statements are presented in Philippine Peso, the
Company’s functional and presentation currency.
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Foreign currency transactions are translated into the functional currency at exchange
rates prevailing at the time of transaction. Foreign currency gains and losses resulting
from settlement of such transaction and from the translation at year-end exchange rates
of monetary assets and liabilities denominated in foreign currencies are recognized in
the statement of comprehensive income.

Impairment of Non-Financial Assets

Spare parts inventory

The impairment is measured if NRV is less than the acquisition cost. Assessment is
made at each reporting period whether there is an indication that previously recognized
impairment may no longer exists or may have decreased.

Recovery of impairment in value is recognized in profit or loss.

Property and equipment
When carrying amount of the asset is greater than its estimated recoverable amount, the
cost of the asset is written down immediately to its recoverable amount.

Franchise

Franchise is reviewed for impairment, annually or more frequently, if events or changes
in circumstances indicate that the carrying value may be impaired. Impairment is
determined by assessing the recoverable amount of the cash-generating unit to which
the franchise relates. When the recoverable amount of the cash-generating unit is less
than its carrying amount, an impairment loss is recognized.

Investment in an associate

The Company determines at each reporting date whether there is any objective evidence
that investment in an associate is impaired. If this is the case, the Company calculates
the amount of impairment as being the difference between the recoverable amount of the
investment in an associate and the carrying amount of the investment, and recognizes
the amount in the Statement of Comprehensive Income.

All assets are subsequently reassessed for indications that an impairment loss
previously recognized may no longer exist and the carrying amount of the asset is
adjusted to the recoverable amount resulting in the reversal of the impairment loss.

Related Party Transactions

Parties are considered related if one party has the ability to control the other party or
exercise significant influence over the other party in making financial and operating
decisions. The related party transactions are recognized based on transfer of resources
or obligations between related parties, regardless of whether a price is charged.

Provisions

Provisions are recognized when present obligation will probably lead to an outflow of
economic resources and they can be estimated reliably even if the timing or amount of
the outflow may still be uncertain. A present obligation arises from the presence of a
legal or constructive commitment that has resulted from past events, for example legal
disputes for onerous contract.

Provisions are measured at the estimated expenditure required to settle the present
obligation, based on the most reliable evidence available at end of reporting period,
including the risks and uncertainties associated with the present obligation. Any
reimbursement expected to be received in the course of settlement of the present
obligation is recognized, if virtually certain, as a separate asset at an amount not
exceeding the balance of the related provision. 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 obligation as a whole. In addition, long-term provisions are
discounted at their present values, where time value of money is material.
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Provisions are reviewed at each end of reporting period and adjusted to reflect the
current best estimate.

In those cases, where the possible outflow of economic resources as a result of present
obligations is considered improbable or remote, or the amount to be provided for cannot
be measured reliably, no liability is recognized in the financial statements.

Probable inflows of economic benefits that do not yet meet the recognition criteria of an
asset are considered contingent asset, hence, are not recognized in the financial
statements.

Operating Segment

Operating segment is a component of an entity that engages in business activities from
which it may earn revenues and incur expenses whose operating results are regularly
reviewed by the chief operating decision maker to make decisions about how resources
are to be allocated and for which discrete financial information is available.

Management has determined that the Company has only one segment which is the
provision of internet and broadband system to its clientele.

Contingencies
Contingent liabilities are not recognized in the financial statements. They are disclosed

unless the possibility of an outflow of resources embodying economic benefits is remote.
Contingent assets are not recognized in the financial statements but disclosed when an
inflow of economic benefits is probable.

Events After End of Reporting Period

Post year-end events that provide additional information about the Company’s financial
position at the end of reporting period (adjusting events) are reflected in the financial
statements. Post year-end events that are not adjusting events are disclosed in the notes
to the financial statements when material.

Earnings (Loss) Per Share
Basic earnings per share is computed by dividing profit for the period by the weighted
average number of shares issued and outstanding during the year.

Diluted earnings per share is calculated by adjusting the earnings and number of shares
for the effects of dilutive options and other dilutive potential ordinary shares.

Changes in Accounting Standards

The accounting policies adopted in the preparation of the financial statements are
consistent with those of the previous financial years, except for the PFRS, amended
PFRS and improvements to PFRS which were adopted as of January 1, 2020. Unless
otherwise stated, the new standards and amendments did not have any material impact
to the Company.

Amendments to PFRS 3, Business Combinations — Definition of a Business

The amendments to PFRS 3 clarify that to be considered a business, an integrated 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 output. Furthermore, it clarifies that
a business can exist without including all of the inputs and processes needed to create
outputs.

Amendments to PFRS 7, Financial Instruments: Disclosures, PFRS 9, Financial
Instruments, and PAS 39, Financial Instruments: Recognition and Measurement —
Interest Rate Benchmark Reform

The amendments to PFRS 9 and PAS 39 provide a number of reliefs, which apply to all
hedging relationships that are directly affected by interest rate benchmark reform. A
hedging relationship is affected if the reform gives rise to uncertainties about the timing
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and or amount of benchmark-based cash flows of the hedged item or the hedging
instrument. The Company does not have any interest rate hedge relationships.

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:

« therent concession is a direct consequence of COVID-19;

« 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;

e any reduction in lease payments affects only payments originally due on or
before June 30, 2021; and

« 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 amendment, issued on May 28, 2020, is effective June 1, 2020 but, to ensure the
relief is available when needed most, lessees can apply the amendment immediately in
any financial statements — interim or annual — not yet authorized for issue. The Company
adopted the amendment on its effective date.

The Company will continue to monitor future rent concessions that will fall within the
scope of this amendment and assess its impact on the Company’s financial position and
operations, when applicable.

Amendments to PAS 1, Presentation of Financial Statements, and PAS 8, Accounting
Policies, Changes in Accounting Estimates and Errors — Definition of Material

The amendments provide a new definition of material that states “information is material if
omitting, misstating or obscuring it could reasonably be expected to influence decisions
that the primary users of general purpose financial statements make on the basis of
those financial statements, which provide financial information about a specific reporting
entity.”

The amendments clarify that materiality will depend on the nature or magnitude of
information, either individually or in combination with other information, in the context of
the financial statements. A misstatement of information is material if it could reasonably
be expected to influence decisions made by the primary users.

Effective subsequent to December 31, 2020

Pronouncements issued but not yet effective are listed below. The Company intends to
adopt the following pronouncements when they become effective. Unless otherwise
indicated, the Company does not expect that the future adoption of these
pronouncements will have a significant impact on its financial statements.

Effective beginning on or after January 1, 2021

Amendments to PFRS 4, PFRS 7, PFRS 9, and PFRS 16 — Interest Rate Benchmark
Reform — Phase 2

The amendments provide the following temporary reliefs which address the financial
reporting effects when an interbank offered rate (IBOR) is replaced with an alternative
nearly risk-free interest rate (RFR):

»  practical expedient for changes in the basis for determining the contractual cash
flows as a result of IBOR reform;
» relief from discontinuing hedging relationships; and
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« relief from the separately identifiable requirement when an RFR instrument is
designated as a hedge of a risk component.

The Company shall also disclose information about:

« the nature and extent of risks to which the entity is exposed arising from financial
instruments subject to IBOR reform, and how the entity manages those risks; and

. their progress in completing the transition to alternative benchmark rates, and
how the entity is managing that transition

Effective beginning on or after January 1, 2022

Amendments to PFRS 3, Reference to the Conceptual Framework

The amendments are intended to replace a reference to the Framework for the
Preparation and Presentation of Financial Statements, issued in 1989, with a reference to
the Conceptual Framework for Financial Reporting issued in March 2018 without
significantly changing its requirements.

The amendments added an exception to the recognition principle of PFRS 3, Business
Combinations, to avoid the issue of potential ‘day 2’ gains or losses arising for liabilities
and contingent liabilities that would be within the scope of PAS 37, Provisions,
Contingent Liabilities and Contingent Assets, or Philippine IFRIC 21, Levies, if incurred
separately. At the same time, the amendments add a new paragraph to PFRS 3 to clarify
that contingent assets do not qualify for recognition at the acquisition date.

Amendments to PAS 16, Property, Plant and Equipment — Proceeds before Intended Use
The amendments prohibit entities from deducting from the cost of an item of property,
plant and equipment, any proceeds from selling items produced while bringing that asset
to the location and condition necessary for it to be capable of operating in the manner
intended by management. Instead, an entity recognizes the proceeds from selling such
items, and the costs of producing those items, in profit or loss.

The amendment must be applied retrospectively to items of property, plant and
equipment made available for use on or after the beginning of the earliest period
presented when the Company first applies the amendment.

Amendments to PAS 37, Onerous Contracts — Costs of Fulfilling a Contract

The amendments specify which costs an entity needs to include when assessing whether
a contract is onerous or loss-making. The amendments apply a “directly related cost
approach”. The costs that relate directly to a contract to provide goods or services include
both incremental costs and an allocation of costs directly related to contract activities.
General and administrative costs do not relate directly to a contract and are excluded
unless they are explicitly chargeable to the counterparty under the contract. The
amendments must be applied to contracts for which the Company has not yet fulfilled all
its obligations at the beginning of the annual reporting period in which it first applies the
amendments.

Annual Improvements to PFRSs 2018-2020 Cycle

« Amendment to PFRS 1, First-time Adoption of Philippine Financial Reporting
Standards — Subsidiary as a First-Time Adopter The amendment permits a
subsidiary that elects to apply paragraph D16(a) of PFRS 1 to measure
cumulative translation differences using the amounts reported by the parent,
based on the parent’s date of transition to PFRS. This amendment is also applied
to an associate or joint venture that elects to apply paragraph D16(a) of PFRS 1.

« Amendments to PFRS 9, Fees in the ‘10 per cent’ Test for Derecognition of
Financial Liabilities The amendment clarifies the fees that an entity includes
when assessing whether the terms of a new or modified financial liability are
substantially different from the terms of the original financial liability. These fees
include only those paid or received between the borrower and the lender,
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including fees paid or received by either the borrower or lender on the other’s
behalf. An entity applies the amendment to financial liabilities that are modified or
exchanged on or after the beginning of the annual reporting period in which the
entity first applies the amendment. The Company will apply the amendments to
financial liabilities that are modified or exchanged on or after the beginning of the
annual reporting period in which the entity first applies the amendment.

*  Amendments to PAS 41, Agriculture — Taxation in Fair Value Measurements The
amendment removes the requirement in paragraph 22 of PAS 41 that entities
exclude cash flows for taxation when measuring the fair value of assets within the
scope of PAS 41.

Effective beginning on or after January 1, 2023

Amendments to PAS 1, Presentation of Financial Statements — Classification of Liabilities
as Current or Non-current

The amendments clarify paragraphs 69 to 76 of PAS 1 to specify the requirements for
classifying liabilities as current or non-current.

The amendments clarify:

« what is meant by a right to defer settlement;

« that a right to defer must exist at the end of the reporting period;

« that classification is unaffected by the likelihood that an entity will exercise its
deferral right; and

« that only if an embedded derivative in a convertible liability is itself an equity
instrument would the terms of a liability not impact its classification.

PFRS 17, Insurance Contracts

PFRS 17 is a comprehensive new accounting standard for insurance contracts covering
recognition and measurement, presentation and disclosure. Once effective, PFRS 17 will
replace PFRS 4, Insurance Contracts. This new standard on insurance contracts applies
to all types of insurance contracts (i.e., life, non-life, direct insurance and re-insurance),
regardless of the type of entities that issue them, as well as to certain guarantees and
financial instruments with discretionary participation features. A few scope exceptions will

apply.

The overall objective of PFRS 17 is to provide an accounting model for insurance
contracts that is more useful and consistent for insurers. In contrast to the requirements
in PFRS 4, which are largely based on grandfathering previous local accounting policies,
PFRS 17 provides a comprehensive model for insurance contracts, covering all relevant
accounting aspects.

The core of PFRS 17 is the general model, supplemented by:

» a specific adaptation for contracts with direct participation features (the variable
fee approach); and

»  asimplified approach (the premium allocation approach) mainly for short-duration
contracts

Interpretation with Deferred Effective Date

Amendments to PFRS 10, Financial Statements, and PAS 28, Investments in Associates
and Joint Ventures — Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture

The amendments address the conflict between PFRS 10 and PAS 28 in dealing with the
loss of control of a subsidiary that is sold or contributed to an associate or joint venture.
The amendments clarify that a full gain or loss is recognized when a transfer to an
associate or joint venture involves a business as defined in PFRS 3. Any gain or loss
resulting from the sale or contribution of assets that does not constitute a business,
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however, is recognized only to the extent of unrelated investors’ interests in the associate
or joint venture.

On January 13, 2016, the Financial Reporting Standards Council postponed the original
effective date of January 1, 2016 of the said amendments until the International
Accounting Standards Board has completed its broader review of the research project on
equity accounting that may result in the simplification of accounting for such transactions
and of other aspects of accounting for associates and joint ventures.

Summary of Significant Accounting Judgments and Estimates

The Company makes estimates and assumptions that affect the reported amounts of the
assets and liabilities within the next financial year. Estimates 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.

(i) Judgments
The following judgments were applied which have the most significant effect on the
amounts recognized in the financial statements.

Determination of functional currency
The Company has determined that its functional currency is the Philippine peso which is
the currency of the primary economic environment in which the Company operates.

Revenue recognition — Identifying performance obligation

The Company assessed that performance obligation for internet services and bandwidth
subscription are satisfied at a point in time. The Company uses its judgement on when a
customer obtains control of the promised services. The Company has assessed that the
actual performance of services to the customer is the point in time when the performance
obligation has been satisfied.

Revenue recognition — Timing of recognition

The Company recognizes revenue when it satisfied an identified performance obligation
by transferring a promised service to a customer. A service is considered to be
transferred when the customer obtains control. The Company determines, at contract
inception. Whether it will transfer control of a promised service over time. If the Company
does not satisfy a performance obligation over time, the performance obligation is
satisfied at point in time.

The Company concluded that revenues from internet services and broadband
subscription are to be recognized over time since customers receive and consume the
benefits as the Company provides the service.

Determination of control

The Company makes an assessment whether or not it controls an investee by
considering all relevant facts and circumstances that indicates that the Company is
exposed, or has rights, to variable returns from its involvement with the investee and has
the ability to affect those returns through its power over the investee. A reassessment is
made if circumstances indicate that there are changes in these control elements.

As of December 31, 2020 and 2019, the Company has 29.93% equity interest in an
associate where the Company has significant influence over the associate’s financial and
operating policies.

Classification of leases — Company as lessor

The Company has lease agreement covering its transponder under operating leases
where the lessors has determined that it has retained substantially all the risks and
rewards incidental to ownership of the leased assets. These leases are classified as
operating leases.
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Operating lease payment is reported in the Statement of Comprehensive Income.

Determining business models

The Company manages its financial assets based on a business model that maintains
adequate level of financial assets to match expected cash outflows while maintaining a
strategic portfolio of financial assets for trading activities. The Company’s business
model can be to hold financial assets to collect contractual cash flows even when sales
of certain financial assets occur.

(ii) Estimates

The key assumptions concerning the future and other key sources of estimation of
uncertainty at end of reporting period, that have significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year
are discussed below:

Determining ECL of trade receivables

The Company uses a provision matrix to calculate ECLs for trade. The provision rates
are based on days past due balances that have similar loss patterns. The provision
matrix is initially based on the Company’s historical observed default rates. The
Company will calibrate the matrix to adjust the historical credit loss experience with
forward-looking information. At every reporting date, the historical observed default rates
are updated and changes in the forward-looking estimates are analyzed.

As of December 31, 2020 and 2019, trade receivables amounted to P1,924,608 and
P1,524,080, respectively, net of allowance for probable losses of P4,436,227 for both
years.

Determining of net realizable value of spare parts inventory

The Company’s estimates of the net realizable values of spare parts inventory are based
on the most reliable evidence (e.g., age and physical condition of the inventory) available
at the time the estimates are made of the amount that these assets are expected to be
realized. A new assessment is made of the net realizable value in each subsequent
period. When the circumstances that previously caused spare parts inventory to be
written down below cost no longer exist or when there is a clear evidence of an increase
in net realizable value because of change in economic circumstances, the amount of the
write-down is reversed so that the new carrying amount is the lower of the cost and the
revised net realizable value.

The carrying value of spare parts inventory amounted to nil and P422,483 in 2020 and
2019, respectively. (See Note 9)

Estimating of useful lives and residual values of property and equipment

The Company estimates the useful lives of property and equipment based on internal
technical evaluation and experience with similar assets. The estimated useful lives and
residual values are reviewed periodically and updated if expectations differ from previous
estimates due to physical wear and tear, technical and commercial obsolescence and
other limits on the use of the assets.

A reduction in the estimated useful lives of property and equipment would increase
recorded depreciation and decrease the related asset account.

The carrying value of property and equipment as at December 31, 2020 and 2019
amounted to P92,517,158 and P106,781,915, respectively. (See Note 12)

Recoverability of deferred tax assets

The Company reviews the carrying amounts of deferred tax asset at each end of
reporting period and reduces the deferred tax asset to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or part of the deferred
tax assets to be utilized.
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The carrying value of deferred tax liabilities (net of deferred tax assets of P266,122 in
2020) as at December 31, 2020 amounted to P722,002. The carrying value of deferred
tax liabilities (net of deferred tax assets of P269,827 in 2019) as at December 31, 2019
amounted to P707,033. (See Note 27)

Estimating retirement benefits

The determination of the Company’s obligation and cost for retirement and other
retirement benefits which is based on RA 7641 is dependent on the length of stay of the
qualifying employees and reaching the age of 60 upon retirement. Annually, retirement
benefits are computed based on existing employees as there is no assurance that the
employee will still be with the Company at the age of retirement.

Retirement benefit cost recognized in the financial statements amounted to P62,255 in
2020, P62,255 in 2019, and P40,582 in 2018. (See Note 19)

Impairment of non-financial asset

The Company assesses impairment on assets whenever events or changes in
circumstances indicate that the carrying amount of a non-financial asset (Property and
equipment, Investment in Associate, Franchise and Investment Properties) may not be
recoverable. Several factors are considered which could trigger that impairment has
occurred. Though management believes that the assumptions used in the estimation of
fair values reflected in the financial statements are appropriate and reasonable,
significant changes in these assumptions may materially affect the assessment of
recoverable values and any resulting impairment loss could have material adverse effect
on the results of operations.

As at December 31, 2020 and 2019, management believes that no provision for
impairment loss is necessary.

The carrying value of non-financial assets as of December 31, 2020 and 2019 are as
follows:

2020 2019
Investment in an associate P 408,161,917 P 408,380,295
Franchise - net 1,942,405 2,542,405
Property and equipment - net 92,517,158 106,781,915
Investment properties 61,568,800 61,568,800

Measurement of stock options

The compensation resulting from stock options is measured based on the fair market
value of the stock option on the date of grant. If the fair value of the stock option cannot
be estimated reliably, the intrinsic value method is used. The intrinsic value is the excess
of the market value of the share over the option price.

During 2010, the TBGI Remuneration Committee met to discuss the request of the Chief
Financial Officer to indefinitely defer the Stock Option plan for the CEO. The Stock
Options Plan for the CEO may be restored only upon the recommendation of the
Remuneration Committee and subject to the approval of the Board of Directors.

As at December 31, 2020 and 2019, share options outstanding amounted to P8,921,814.
(See Note 20)

Financial Risk Management Objectives and Policies

Financial Risk

The Company’s activities expose it to a variety of financial risk. These risks arise from
open positions in interest rate and currency, all of which are exposed to general and
specific market movements. The Company’s overall risk management program seeks to
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minimize potential adverse effects on the financial performance of the Company. The
policies for managing specific risks are summarized below:

Credit Risk

Credit risk refers to the risk that counterparty will default on its contractual obligations
resulting in financial loss to the Company. The Company has adopted a policy of only
dealing with creditworthy counterparties, and obtaining sufficient collateral, where
appropriate, as a means of mitigating the risk of financial loss from defaults.

The table below shows the gross maximum exposure to credit risk of the Company as
at December 31, 2020 and 2019.

Gross Maximum Exposure

2020 2019
Cash and cash equivalents * P 13,783,232 P 5,682,235
Trade receivables 6,360,835 5,960,307
Other non current assets 8,135,750 6,924,894

P 28,279,817 P 18,567,436

*excludes cash on hand of P13,000

The credit risk on cash and cash equivalents are limited since funds are held in
financial institutions with high credit ratings.

Trade receivables are accounts with its customer where appropriate trade relations
have been established including billings and collections processes.

The credit risk on other non-current assets is considered minimal.

The credit quality of the Company’s financial assets as at December 31, 2020 and
2019 is as follows:

December 31, 2020

Neither past due nor impaired ~ Past due Past due
High Standard but not and
grade grade impaired impaired Total
Cash and cash equivalents P 13,783,232 P - P - P - P 13,783,232
Trade receivables - 1,924,608 - 4,436,227 6,360,835
Other non-current assets 8,135,750 - 8,135,750

P 13783232 P 1924608 P 8135750 P 4436227 P 28,279,817

December 31, 2019

Neither past due nor impaired Past due Past due
High Standard but not and
grade grade impaired impaired Total
Cashand cashequivalents P 5,682,235 P - P - P - P 5682235
Trade receivables - 1,524,080 - 4,436,227 5,960,307
Other non-current assets 6,924,894 - 6,924,894

P 5682235 P 1524080 P 6924894 P 4436227 P 18,567,436

High-grade cash and cash equivalents are short-term placements and working cash fund
placed, invested, or deposited in banks belonging to the top banks in the Philippines in
terms of resources and profitability.

Standard grade accounts are active accounts with propensity of deteriorating to mid-
range age buckets. These accounts are typically not impaired as the counterparties
generally respond to credit actions and update their payments accordingly.
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Liquidity Risk

Liquidity or funding risk is the risk that an entity will encounter difficulty in raising funds to
meet commitments associated with financial instruments. Either liquidity risk may result
from the inability to sell financial assets quickly at their fair values; or counterparty failing
on repayment of a contractual obligation; or inability to generate cash inflows as
anticipated.

The Company manages its liquidity profile to (i) ensure that adequate funding is available
at all times; (ii) meet commitments as they arise without incurring unnecessary costs; (iii)
to be able to access funding when needed at the least possible cost, and (iv) maintain an
adequate time spread of financing maturities.

The table below summarizes the maturity profile of the Company’s financial liabilities at
December 31, 2020 and 2019.

December 31, 2020

>1month&  >3months& >1lyear&

<1month <3 months <lyear <3 years Total

Accounts payable and
accrued expenses P 742,283 P - P - P - P 742,283
Short-term loan - 5,450,000 - 5,450,000
P 742283 P - P 5450,000 P - P 6,192,283

December 31, 2019

>1month&  >3months & > 1year&

<1 month <3 months < 1year <3 years Total
Accounts payable and
accrued expenses P 574131 P - P - P - P 574131
Short-term loan - 5,500,000 - 5,500,000
P 574131 P - P 5500000 P - P 6,074,131

Market Risk

Market risk is the risk of change in fair value of financial instruments from fluctuation in
foreign exchange rates (currency risk), market interest rates (interest rate risk) and
market prices (price risk), whether such change in price is caused by factors specific to
the individual instrument or its issuer or factors affecting all instruments traded in the
market.

Market risk is the risk to an institution’s financial condition from volatility in the price
movements of the assets contained in a portfolio. Market risk represents what the
Company would lose from price volatilities. Market risk can be measured as the potential
gain or loss in a position or portfolio that is associated with a price movement of a given
probability over a specified time horizon.

i. Currency risk

The Company is exposed to foreign exchange risk arising from currency exposures
primarily with respect to the US Dollar. Foreign exchange risk arises when future
commercial transactions and recognized assets and liabilities are denominated in a
currency that is not the company’s functional currency. Significant fluctuations in the
exchanges rates could significantly affect the Company’s financial position.
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The carrying amounts of the Company’s foreign currency denominated monetary assets
and liabilities at reporting date are as follows:

2020 2019
Peso Peso
US Dollar Equivalent US Dollar Equivalent
Cash and cash equivalents $ 73,205 P 3,516,476 $ 111,103 P 5,637,828

The following table demonstrates the sensitivity to a reasonable change in the US$
exchange rate, with all other variables held constant, the Company’s income before tax
for the years ended December 31, 2020 and 2019:

Effect on Income Before

Taxes
Increase/decrease in Peso to US Dollar Rate 2020 2019
+P5.00 P 402,018 P 438,011
- P5.00 (402,018) (438,011)

There is no other impact on the Company’s equity other than those affecting profit and
loss.

ii. Interest rate risk

Interest rate risk is the risk that the value or future cash flows of a financial instrument
will fluctuate because of changes in market interest rates. Floating interest rate
instruments expose the Company to cash flow interest risk, whereas fixed interest rate
instruments expose the Company to fair value interest risk.

The Company’s interest risk policy requires it to manage interest rate risk by maintaining
an appropriate mix of fixed and variable rate instruments. The policy also requires it to
manage the maturities of interest-bearing financial assets. Interest on fixed interest rate
instruments is priced at inception of the financial instrument and is fixed until maturity.

Exposure to interest rate risk arises from bank loans with interest dependent on the
prevailing market rate. As of December 31, 2020 and 2019, the Company is not exposed
to any interest rate risk from fluctuation of market interest.

The following table demonstrates the sensitivity to a reasonable change in interest rates,
with all other variables held constant, the Company’s income before tax for the years
ended December 31, 2020 and 2019:

Effect on Income Before Taxes

Increase/decrease in interest rate 2020 2019
+2% P 109,000 P 110,000
-2% (109,000) (110,000)

Operational risk

Operational risk is the risk of loss from system failure, human error, fraud, or external
events. When controls fail to perform, operational risk can cause damage to reputation,
have legal or regulatory implications or can lead to financial loss. The Company cannot
expect to eliminate all operational risk but initiating a rigorous control framework and by
monitoring and responding to potential risks, the Company is able to manage the risks.
Controls include effective segregation of duties, access controls, authorization and
reconciliation procedures, staff education, and assessment processes. Business risk
such as changes in environment, technology, and industry are monitored through the
Company’s strategic planning and budgeting processes.
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Capital management

The Company manages its capital to ensure that it will be able to continue as a going
concern while maximizing the return to stakeholders through the optimization of the debt
and equity balance.

The Company sets the amount of capital in proportion to risk. The Company manages
the capital structure and adjusts it in light of changes in economic conditions and the risk
characteristics of the underlying assets. In order to maintain or adjust the capital
structure, the Company may adjust the dividends paid to shareholders, issue new
shares, or sell assets to reduce debt.

The capital structure of the Company consists of issued capital, share premium and
retained earnings.

The financial ratio at the year-end, which is within the acceptable range of the Company,
is as follows:

2020 2019
Equity P 551,315,591 P 546,443,939
Total Assets 588,261,598 594,069,434
Ratio 0.937 0.920

Cash and Cash Equivalents

As of December 31, 2020 and 2019, cash and cash equivalents consist of:

2020 2019
Cash in banks P 13,783,232 P 5,682,235
Cash on hand 13,000 13,000

P 13,796,232 P 5,695,235

Cash in bank represents peso accounts and US dollar account that earn interests at
prevailing bank interest rates.

Interest income on these deposits amounted to P10,832 in 2020, P11,252 in 2019, and
P15,287 in 2018.

Receivables - net

The composition of this account is as follows:

2020 2019

Trade
In local currency P 4,727,611 P 5,351,227
In foreign currency 1,633,224 609,080
6,360,835 5,960,307
Less: Allowance for probable losses (4,436,227) (4,436,227)

P 1,924,608 P 1,524,080

Trade receivable in foreign currency represents US dollar subscription on uplink services
from customers based in Hong Kong. The net unrealized foreign exchange gain(loss) on
this account amounted to P538,084 in 2020, (P1,872) in 2019 and P237,124 in 2018.

On March 9, 2021, trade receivables amounting to P1.9 million were collected in full.
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9. Other Current Assets

The breakdown of this account is as follows:

2020 2019

Prepaid taxes P 157,836 P 153,356

Prepaid insurance 56,892 75,971

Spare parts inventory -
net of allowance for impairment of P146,887 - 422,483

P 214,728 P 651,810

e Spare parts inventory pertains to communication supplies and materials that are
normally provided to customers in the delivery of services. Spare parts inventory is
measured at cost which approximates the NRV.

During 2020, impairment on spare parts inventory amounting to P146,887 has been
recovered and capitalized to uplink equipment.

* Prepaid taxes represent advance payment of real property taxes that will be
applicable and expensed in the subsequent period. Payments are made in advance
to take advantage of the discounts granted by the local government. Expired portion
is charged to taxes and licenses reported as part of administrative expenses in the
statement of comprehensive income.

» Prepaid insurance represents unexpired portion of insurance paid during the year.

10. Investment in an Associate

Investment in an Associate represents the 29.93% equity interest in ATN Solar Energy
Group, Inc (ATN Solar). Management believes that it exercises significant influence over
the financial and operating policies of ATN Solar.

The composition of this account is as follows:

2020 2019

Cost P 209,500,000 P 209,500,000
Equity in net loss

Balance at beginning of year (7,919,705) (7,306,373)

Share in net loss for the year (218,378) (613,332)

Balance at end of year (8,138,083) (7,919,705)

Deposit on stock subscription 206,800,000 206,800,000

P 408,161,917 P 408,380,295

ATN Solar is a grantee of Solar Energy Service Contract with the Philippine Government
through the Department of Energy to develop, own and operate a 30MW solar power
plant in Rodriguez, Rizal.

The Solar Energy Project involves the setting up of a 30-Megawatt Solar PV Plant to be
situated in a 254-hectare property in Montalban, Rizal. It is designed to have a gross
generation capacity of 33 MW peak of Direct Current (DC) at inception. The Alternating
Current (AC) output will be around 30 MW, which will be distributed through the Manila
Electric Company (MERALCO) via a 34.5 kilovolt (KV) transmission system, which
MERALCO will construct and connect to three feeder lines of the MERALCO distribution
network in Diliman and Novaliches, Quezon City and Marikina City. The project site falls
under the franchise area of MERALCO; hence, the solar project, as an embedded
generator, is allowed to cut into the nearest MERALCO connection points.
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The project will include site development and civil works, the installation of 100,000
photovoltaic panels and associated power equipment and the construction of control
building. The project will entail site preparation (with minimum disturbance to land form),
the installation of solar panel foundations, the installation of solar panels, the
construction of one control building, the construction of 34.5kV substation, equipment
mounting structures, access roads and drainage systems, the laying of electrical cables,
the installation of Supervisory Control and Data Acquisition (SCADA) system, and the
construction of three (3) 34.5 kV switch gear stations. This Solar Energy System will
harvest Solar Energy to generate electrical power.

The financial information of ATN Solar as of and for year ended December 31, 2020 and
2019 is as follows:

2020 2019
Total current assets P 20,874,619 P 31,764,389
Total non-current assets 1,791,675,806 1,724,616,164
Total current liabilities 70,065,587 72,158,213
Total non-current liabilities 1,069,479,810 1,010,824,228
Net loss (729,628) (2,049,221)
Cash flow from investing activities (85,397,647) (265,575,740)
Cash flow from financing activities 56,994,388 260,524,551

The reconciliation of net assets of the associate to the carrying amounts of investments in
associates recognized in the statement of financial position is as follows:

2020 2019

Net asset of associate P 672,668,485 P 673,398,113
proportionate ownership interest (%) 29.93 29.93

201,329,678 201,548,056

Pre-acquisition adjustment 32,239 32,239

Deposit on stock subscription 206,800,000 206,800,000

P 408,161,917 P 408,380,295

11.

Franchise - net

The Company holds a 25-year Congressional Franchise to construct, establish, install,
maintain, and operate communication systems for the reception and transmission of
messages within the Philippines with a cost of P15M.

The movement in this account is as follows:

2020 2019
Balance, January 1 P 2,542,405 P 3,142,405
Amortization (600,000) (600,000)
Balance, December 31 P 1,942,405 P 2,542,405

The amortization of franchise is shown as part of direct costs in the Statement of
Comprehensive Income. Management believes that the carrying amount of franchise is
recoverable in full and no impairment loss in necessary.
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12. Property and Equipment — net

The movement in this account is as follows:

Building&  Uplink/data ~ Furniture & Leasehold Transportation
2020 improvements Equipment Fixtures improvements equipment Total
Carrying Amount
At January 1, 2020 P 23893402 P 304547503 P 5180,726 P 19,145709 P 14675284 P 367442,624
Reclassification from
spare parts inventory 569,370 - 569,370
Additions - - 47,700 47700
At December 31, 2020 23893402 305,116,873 5228426 19,145,709 14,675,284 368,059,694
Accumulated depreciation
At January 1, 2020 23,088,089 199,087,756 5063871 19145709 14,275,284 260,660,709
Provisions 805,313 14,013,008 63,506 - 14,881,827
At December 31, 2020 23893402 213100,764 5127377 19145709 14,275,284 275,542,536
Net Carrying Value
At December 31,2020 P P 92016109 P 101,049 P P 400000 P 92,517,158
Building & Uplink/data ~ Furniture & Leasehold  Transportation
2019 improvements Equipment Fixtures _improvements equipment Total
Carrying Amount
At January 1, 2019 P 23893402 P 254,121,190 P 5,180,726 P 19,145,700 P 14675284 P 317,016,311
Reclassification from
spare parts inventory 409,876 409,876
Additions - 50,016,437 - - - 50,016,437
At December 31, 2019 23893402 304547503 5,180,726 19,145,709 14,675,284 367,442,624
Accumulated depreciation
At January 1, 2019 21893413 186,965,727 4863560 18,292,076 14,093,320 246,108,096
Provisions 1,194,676 12,122,029 200,311 853,633 181,964 14,552,613
At December 31, 2019 23,088,089 199,087,756 5,063,871 19,145,709 14,275,284 260,660,709
Net Carrying Value
At December 31, 2019 P 805313 P 105459747 P 11685 P P 400,000 P 106,781,915

During 2019, the Company entered into a contract to design, deliver, install and
commission the antenna gateways for its satellite center in Subic Pampanga. Total cost
incurred thereto amounted to P50 million.

Building and improvements, uplink equipment, leasehold improvements and data
equipment were revalued on October 28, 2002 by a firm of independent appraisers at
market prices. The net appraisal increment resulting from the revaluation is credited to
the “Revaluation Increment” account shown under equity. The amount of revaluation
increment absorbed through depreciation is transferred from the revaluation increment to
retained earnings.

13. Investment Properties

As of December 31, 2020 and 2019, investment properties consist of the following:

Condominium units P 55,421,800
Land and improvements 6,147,000
P 61,568,800

Condominium units represent the beneficial ownership of four (4) commercial units held
at Summit One Office Tower in Mandaluyong City with a total floor area of 852.64 square
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meters. Land and improvements represent a parcel of residential lot with house thereon
and covers an area of 432 square meters. This is situated in Paliparan 1, Dasmarinas,
Cavite.

On April 2, 2018, these properties were subject of an appraisal conducted by Asian
Appraisal Company, Inc. Accordingly, the aggregate fair market value of the
Mandaluyong property amounted to P55.4 million or an increment of P17 million as of
the date of appraisal. Fair value is determined using the Market approach under the level
2 of the fair value hierarchy. The highest and best use of these properties is commercial,
its current use.

The fair value of the Cavite property amounted to P6.1 million. The highest and best use
of this property is for residential use. For strategic reason, the property is not used in that
manner. Fair value of the land was determined under the Market approach. Fair value of
improvements is determined using the Cost Approach. These are estimated under the
level 3 of the fair value hierarchy.

The description of valuation techniques and inputs used in determining the fair value of
investment properties classified as Level 2 and Level 3 in the fair value hierarchy is as
follows:

Location Type Valuation techniques  Significant observable inputs  Fair value hierarchy ~ Range
Summit One Tower Condominium ~ Market approach Selling price(per square meter) Level2 P 61,864 - P 64,937
Units Size 5%
Location -5%
Improvement 10% - 15%
Garbe Subdivision Island  Residential Market approach Seling price(per square meter) Level 3 P 6,667 - P 9,000
Park, Parlparan Unit Neighborhood 10%

Dasmarifias, Cavite
Development 10%

Significant increase (decrease) in selling price per square meter would result in a
significantly higher (lower) fair value of the property.

As of December 31, 2020, the lot remains idle and no immediate plan to develop or sell
the property. There is no contractual obligation to develop the property or for repairs,
maintenance and enhancements. Management believes that there are no significant
events during 2019 that increase or decrease the carrying value of investment property
as at December 31, 2020.

During 2020 and 2019, there were no transfers between levels of fair value hierarchy.

Rental income and direct operating expenses from investment properties included in the
Statement of Comprehensive Income are as follows:

2020 2019 2018

Rental income P 2,267,455 P 2,969,759 P 2,684,723
Direct operating expenses on investment properties that:

Generated rental income 151,697 151,697 151,697

Did not generate rental income 829 829 829
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14.

Other Non-current Assets

This account consists of:

2020 2019

Advances to (see Note 25):
ATN Phils. Solar Energy Group Inc. (Solar) P 7566,363 P 3,788,189
Palladian Land Development Inc. (PLDI) - 1,545,810
Stockholders - 45,000
Security deposits 569,387 1,545,895

P 8135750 P 6,924,894

Significant portion of security deposits are made to secure leasing arrangement. These
deposits are refundable at the expiration of lease term.

15.

Accounts Payable and Accrued Expenses

As of December 31, 2020 and 2019, accounts payable and accrued expenses amounted
to P742,283 and P574,131, respectively. This consists of accruals for various expenses
which are usually settled for a maximum period of 6 months and monthly government
payables.

16.

Short-term Loan

Short-term loan is availed for working capital requirements. The loan carries a floating
interest rate initially at 6% per annum, payable monthly in arrears. The principal is
payable after 12 months renewable at the option of the both parties. The maximum credit
line with the bank is up to P6 million. As of December 31, 2020 and 2019, the balance of
the loan amounted to P5.45 million and P5.5 million, respectively.

The loan is collateralized by the following:
» Real estate mortgages over properties owned by a related party; and
» Suretyship agreement by the Company as borrower and a stockholder as a

surety.

Total interest paid and accrued reported in the Statement of Comprehensive Income
amounted to P345,752 in 2020, P387,414 in 2019 and P358,133 in 2018.

Management believes that the carrying value of the loan at year end is a reasonable
approximation of its fair value as of December 31, 2020 and 2019.

17.

Unearned Income

As of December 31, 2020 and 2019, unearned income amounted to P7,255,114 and
P25,362,794. This represents advance payment received from the customer based in
Hong Kong related to uplink services.

Unearned income is recognized as earned income on the Statement of Comprehensive
Income as the service is provided to the customer.
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18.

Deposits

Deposits on lease contracts are amounts paid by various lessee as guarantee for the
faithful compliance to the terms and conditions of the lease contract. The amount is
expected to be settled at the termination of the contract. As of December 31, 2020 and
2019, deposits on lease contracts amounted to P662,830.

19.

Pension Liability

The Company provides retirement benefits in accordance with the provisions of Republic
Act No. 7641 (RA 7641), prescribing the minimum retirement benefits to be paid by a
company to its qualified retiring employees. No actuarial valuations were made since the
Company employs a minimal number of employees.

Among others, RA 7641 provides for retirement benefits to retiring employees who have
reached sixty (60) years old or more, but not beyond 65 years and have served at least
five (5) years with the Company. Such retiring employee is entitled to a retirement pay of
one half (1/2) month salary for every year of service computed based on the following
components:

* 15 days salary;
» 5days of service incentive leave; and
« One half ('2) of the 13" month pay

The movements of pension liability as of December 31, 2020, 2019 and 2018 are as
follows:

2020 2019 2018
Balance at the beginning of the year P 823805 P 761550 P 809,729
Current service cost 62,255 62,255 40,582
Benefits paid - - (88,761)
Actuarial loss 170 - -
Balance at year end P 886,230 P 823,805 P 761,550

Differences in computation of pension liability arising from changes in number of
employees are absorbed by current service cost as shown below.

2020 2019 2018
Salaries and wages P 1525500 P 1,650,289 P 1,451,253
Provision for retirement benefit cost
Current service cost 62,255 62,255 40,582
Actuarial loss 170 -

P 1,587,925 P 1,712,544 P 1,491,835

Management believes that any disparity of retirement benefit cost computed internally
against independent actuarial valuations will not significantly affect the Company’s
financial statements.
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20. Equity

Share capital
The Company’s share capital is detailed below:

2020 2019
Shares Amount Shares Amount
Authorized - P0.10 par value per share 3,300,000,000 P 380,000,000 3,800,000,000 P 380,000,000
Issued and outstanding, January 1 3,800,000,000 380,000,000 2,620,193,300 262,019,330

Issuance during the year - - 1,179,806,700 117,980,670
Issued and outstanding, December 31 3,800,000,000 380,000,000 3,800,000,000 380,000,000

Shares held in treasury 4,378,000 437,800 4,378,000 437,800

From the total issued shares of 3,800,000,000, 2,090,193,300 shares are listed in the
Philippine Stock Exchange (PSE) and 4,378,000 shares are held in treasury. Such listing
started on December 12, 2003.

Share options

On May 28, 2008, the Company’s BOD approved the grant of share option to its Chief
Executive Officer (CEQ). The CEO has been largely responsible for bringing the
Company to its present financial condition. Furthermore, the CEO has not been
compensated since his assumption of management in 2000. Hence, the grant of share
option to the CEO is in order.

The share option comprises the following:

(i) 350 million shares of TBGI at par value of P0.10 per share as compensation for
services rendered as CEO of the Company during the period 2001 to 2007, and;

(i) 50 million shares of TBGI at par value of P0.10 per share as compensation for
services rendered as CEO of the Company during 2008 and onwards, provided,
that the subject shares will not be sold in quantities exceeding 20% of the trading
volume of Philippine Stock Exchange in any single business day.

The stock options were measured using the intrinsic value method since the fair value of
the options cannot be measured reliably.

On April 23, 2009 in a special meeting of the BOD, additional terms and conditions were
agreed upon defining the vesting schedule of the options as management believes that
the Company cannot afford a one-time recognition of the options in 2008. The vesting
period was stretched up to 2023 of which 5,000,000 shares may be exercised starting
2013 up to 2022. Another 55 million shares in 2022 and finally, 300 million shares in
2023

During 2010, the Company’s BOD through the Remuneration Committee approved the
indefinite deferment of the aforementioned stock options of the CEO. No options were
exercised prior to the said deferment.

As of December 31, 2020 and 2019, the stock options has a carrying value of
P8,921,814.
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21. Service Income

Service income is broken down as follows:

2020 2019 2018
Subsciption P 39,549,691 P 36,884,773 P 37,948,577
Commission (see Note 29) 1,483,249 - -

P 41,032,940 P 36,884,773 P 37,948,577

As discussed in Note 1, the Company is duly enfranchised to provide telecommunication
services to various clients. Services include provision for uplink services, VSAT-based
internet service, wireless networking, hosting and content conversion.

Revenues from customers pertain to broadband and uplink services that are based on
fixed monthly fee. All of the Company’s revenues are earned overtime.

The geographic distribution of the Company’s revenues as reported in the Statement of
Comprehensive Income is as follows:

2020 2019 2018
Domestic P 6,069,712 P 4,214,550 P 6,262,377
Hong Kong 34,963,228 32,670,223 31,686,200

P 41,032,940 P 36,884,773 P 37,948,577

22. Direct Costs

This account consists of:

2020 2019 2018
Depreciation (see Note 12) P 14,881,827 P 14,552,613 P 16,494,516
Taxes and licenses 6,870,897 1,062,157 1,062,142
Transponder lease (see Note 29) 4,780,996 10,653,909 10,806,141
Rental (see Note 29) 4,265,284 3,878,865 3,529,137
Service fee (see Note 29) 1,848,845 - -
Salaries, wages and other benefits (see Note 19) 1,587,925 1,712,544 1,491,835
Amortization of franchise (see Note 11) 600,000 600,000 600,000
Utilities and communication 549,600 1,107,662 1,012,143
Transportation and travel 498,428 554,188 376,985
Security services 449,018 511,400 480,351
Insurance 129,147 88,115 139,000
Office supplies - - 3,450

P 36,461,967 P 34,721,453 P 35,995,700
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23.

Other Income

The composition of this account is as follows:

2020 2019 2018

Rent income (see Note 13) P 2,267,455 P 2,969,759 P 2,684,723
Foreign exchange gain (loss):

Cash (312,809) (195,769) 412,117

Accounts receivable 538,084 (1,872) 237,124

Deposits - 61,133 -

Advances for projects - - 47,954

Other non-current assets - - 56,764
Interest income 10,832 11,252 15,287
Fair value gain on investment properties - - 17,053,000
Recovery on impairment of spare parts 146,887

P 2650449 P 2,844,503 P 20,506,969

24.

Administrative Expenses

This account consists of:

2020 2019 2018
Legal and professional fees P 571,628 P 544,000 P 430,000
Permits, taxes and licenses 432,088 1,855,130 1,293,325
Repairs and maintenance 56,850 132,832 -
Office supplies 48,155 116,669 82,208
Transportation and travel 15,000 15,000 40,000
Representation and entertainment - 54,580 40,450
Miscellaneous 301,907 376,859 40,000

P 1,425,628 P 3,095,070 P 1,925,983

Pursuant to a Teaming Agreement executed in January 2013 and 2015, a 75%-25% cost
sharing of cost/expenses related to technical operations was implemented. All other cost
including, but not limited to salaries, utilities and associate dues shall be borne solely by
PLDI. (See Note 25)

25.

Related Party Transactions

It is the policy of the Company that any transaction with a Related Party be conducted at
arms' length and on terms generally available to an unaffiliated third party under at least
the same or similar circumstances. There must be sound business reason(s) to enter
into such related party transaction, taking into account such factors as cost efficiency,
time, and such other terms advantageous to the Company, among others. The Audit
Committee is tasked to oversee and review the propriety of related party transactions
(RPT) and the required reporting disclosures. The Company’s material RPT Policy
covers all transactions meeting the materiality threshold of transactions, i.e., 10% or
more of the total consolidated assets as of the latest audited financial statements.

RPT is defined as a transfer of resources, services or obligations between the Company
and a related party, regardless of whether or not a price is charged; or, outstanding
transactions that are entered into with an unrelated party that subsequently becomes a
related party.

Related Parties covers the Company's directors, officers, substantial shareholders and
their spouses and relatives within the fourth civil degree of consanguinity or affinity,
legitimate or common-law, if these persons have control, joint control or significant
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influence over the company. It also covers Company's parent company, subsidiary,
associate, affiliate, joint venture or an entity that is controlled, jointly controlled, or
significantly influenced or managed by a person who is a related party.

The

BOD shall have the overall responsibility in ensuring that transactions with Related

Parties are handled in a sound and prudent manner, with integrity, and in compliance

with

applicable laws and regulations to protect the interests of the company's

shareholders and other stakeholders.

The following related party transactions occurred during 2020 and 2019:

Nature of Amount of Transaction Year-end balances
Related party transaction 2020 2019 2020 2019 Terms and condition
Associate
ATN Solar Payment of inter-company P 3778174 P 526714 P 7566363 P 3788,189 Unsecured, unimpaired
advances and no payment terms
Affiliated companies
Palladian Land
Dewt. Inc () Rentincome 2,267,455 2,969,759
(PLDI)
() Sharein (advances for) utiiies ~~ (1,732,545) 369,759 -
Payment (Availment) Unsecured, unimpaired
of inter-company advances 1,545,810 1,176,051 (186,735) 1,545,810 and no payment terms
ATN Holdings, Inc Availment of inter- (3,600,000)  (12,500,000)  (16,100,000)  (12,500,000) Unsecured, unimpaired
(ATN) company advances and no payment terms
Stockholder (i) Availment of inter- (3,408,329) (640823)  (4,754,648)  (1,346,319) Unsecured, unimpaired
company advances and no payment terms
Collection Unsecured, unimpaired
of advances (45,000) 45,000 - 45,000 and no payment terms
(iv) - Deposit for future
subscription - 192,500,000 -
Total advances to related parties 7,566,363 5,378,999
Total advances from related parties (21,041,383)  (13,846,319)
Net P (13475,020) P (8467,320)

Details of significant related party transactions are as follows:

(i)

(ii)

As discussed in Note 13, the Company is a beneficial owner of certain condominium
units registered under the name of PLDI. Title to the properties has not been
released to the Company as the Company intends to sell the properties through the
sales network of PLDI. These properties are leased out to third parties also through
PLDI. Proceeds of the rent are remitted to the Company by the latter.

Rent income collected by PLDI on these properties amounted to P2,267,455 in
2020 and P2,969,759 in 2019, and P2,684,723 in 2018.

Pursuant to Teaming Agreements executed in January 2013 and 2015 between the
Company and certain related parties operating within Summit One Condominium
Tower, a cost and expense sharing scheme related to technical operations was
implemented. All other cost including, but not limited to salaries, utilities, and dues
shall be borne by PLDI. Accordingly, certain cost and expenses maybe advanced by
a party and to be reimbursed from another party on the proportionate share or
usage between the related parties involved.
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For the year ended December 31, 2020, the Company received advances from
PLDI amounting to P1,732,545 and for the year ended December 31, 2019,
Company charged PLDI P369,759, respectively for its proportionate share of
communication, dues, and utilities expenses

(iii) In 2019, deposit for future stock subscription was received from a stockholder as
payment for additional stock subscription to ATN Solar.

For the years ended December 31, 2020, 2019, and 2018, the Company did not provide
compensation to its key management personnel.

26.

Registration with Clark Special Economic Zone

The Company is a duly registered Clark Special Economic Zone (“CSEZ”) enterprise with
Registration Certificate No. C2013-683 issued last January 10, 2014. This certificate
supersedes Certificate of Registration No. 2002-065 dated July 25, 2002 and 95-53
dated November 29, 1995, issued by Clark Development Corporation (“CDC”) to the
Company, and shall be valid until such time the new Certificate of Registration is issued
pursuant to the Implementing Rules and Regulations of Republic Act 9400 or unless
earlier revoked by CDC or declared invalid by virtue of any legal issuance.

Pursuant to Section 15 of Republic Act No. 7227, Section 5 of Executive Order No. 80
and Proclamation 163, and as further confirmed by BIR Ruling No. 046-95 dated March
3, 1995, the Company is entitled to all incentives available to a CSEZ-registered
enterprise, including but not limited to exemption from customs and import duties and
national and internal revenues taxes on importation of capital of goods, equipment, raw
materials, supplies and other articles including household and personal items.

Subject to compliance with BIR Revenue Regulations and such other laws on export
requirements, exemption from all local and national taxes, including but not limited to
corporate withholding taxes and value added taxes (“VAT”). In lieu of said taxes, the
enterprise shall pay 3% of gross income earned to the national government, 1% to the
local government units affected by the declaration of the CSEZ and 1% to the
development fund to be utilized for the development of the municipalities contiguous to
the base area.

Exemption from inspection of all importations at the port of origin by the Societe
Generale de Surveillence (“SGS’), if still applicable, pursuant to Chapter Ill, C.1 of
Customs Administrative Order No. 6-94.

However, in cases where the Company generated income from its sale of services to
customs territory customers exceeding 30% of its total income, the entire income from all
sources is subjected to the regular corporate income tax of 30% based on net income
(e.i. gross income less allowable deductions) rather than the 5% preferential tax based
on gross income.

27.

Income Tax Expense (Benefit)

The major components of provision for income tax for the years ended December 31,
2020, 2019 and 2018 are as follows:

2020 2019 2018
Current P 345,043 P 259,767 P 230,235
Deferred 14,969 (47,637) 1,426,899

P 360,012 P 212,130 P 1,657,134
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The reconciliation of tax on pretax income computed at the applicable statutory rate to
income tax expense is as follows:

2020 2019 2018
Gross profit before income tax P 7,221,422 P 5,007,823 P 21,687,845
Statutory income tax (@5%) 361,071 250,391 1,084,392
Adjustments for:
Interest income subject to final tax (541) (563) -
Non-taxable income (12,331) (37,698) (156,748)
Non-deductible expenses 11,813 - 729,490
Actual provision for income tax P 360,012 P 212,130 P 1,657,134

The components of deferred taxes that were recognized in the statements of financial
position are as follows:

2020 2019 2018
Deferred tax assets
Pension liability P 44311 P 41,190 P 38,077
Unrealized loss on foreign exchange - 6,826 -
Allowance for probable losses 221,811 221,811 221,811
266,122 269,827 259,888
Deferred tax liability
Unrealized gain on fair value adjustment
on investment property - net (976,860) (976,860) (976,860)
Unrealized gain on foreign exchange (11,264) - (37,698)
(988,124) (976,860) (1,014,558)
Net P (722,002) P  (707,033) P (754,670)

Corporate Recovery and Tax Incentives for Enterprises (CREATE) Act

On February 1, 2021, the Bicameral Conference Committee, approved the House Bill
No. 4157 and Senate Bill No.1357 (the CREATE) which seeks to reduce the corporate
income tax rates and to rationalize the current fiscal incentives by making it time-bound,
targeted and performance-based. CREATE pursues to dynamically fight the effects of
COVID-19 and help businesses to recover as quickly as possible.

Among the reforms provided under CREATE Act are the following:
i. Reduction in current income tax rate effective July 1, 2020 as follows:
» Those with assets amounting to P100 million and below, and with taxable
income equivalent to P5 million and below will be subjected to a 20% tax

rate.

« Those with assets above P100 million or those with taxable income
amounting to more than P5 million will be subjected to a 25% tax rate.

ii. Effective July 1, 2020 until June 30, 2023, the MCIT rate shall be one percent
(1%)

The Company expects that no significant adjustments will result in the financial
statements upon implementation of CREATE Act.
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28. Earnings Per Share

Earnings per share is computed by dividing the profit for the year by the weighted

average number of common shares outstanding during the year as follows:

2020 2019 2018
(a) Profit for the year P 4,871,652 P 699,877 P 15,358,144
Number of shares

Shares issued 3,800,000,000  2,620,193,300 222,019,330

Effect of changes in par vaue from P1 to P0.10
Weighted average number of shares issued

1,998,173,970

during the year - 688,220,575 300,000,000
Treasury shares (see Note 20) (4,378,000) (4,378,000) (4,378,000)
(b) Adjusted weighted average number of shares
outstanding - basic 3,795,622,000  3,304,035875  2,515,815,300
Effect of dilutive potential shares (see Note 20) 400,000,000 400,000,000 400,000,000
(c) Adjusted weighted average number of shares
outstanding - diluted 4,195,622,000  3,704,035875  2,915,815,300
EPS:
Basic (a/b) P 0.0013 P 0.0002 P 0.0061
Diluted (a/c) 0.0012 0.0002 0.0053

29. Significant Agreements

Lease Agreements

Company as a Lessee

(@)

Transponder lease with APT Satellite Company Ltd.

The Company is a party to a lease agreement with APT Satellite Company Ltd.
where the latter provide transponder satellite service. The agreement is for period of
one year which expired on May 31, 2020 and was not renewed thereafter.

Transponder lease recognized in the Statements of Comprehensive Income
amounted to P4,780,996 in 2020, P10,653,909 in 2019, and P10,806,141 in 2018.
None of these leases include contingent lease rental.

Lease Agreement with Clark Development Corporation

The Company leases a land it presently occupies in Clarkfield, Pampanga from
Clark Development Corporation for a period of twenty-five years up to July 10, 2020.
Pending resolution of certain terms in the contract the Company recognizes rent
expense on a year to year basis.

Staff Housing and Guest House

The Company leases its staff houses and a residential unit in Clarkfield, Pampanga.
Both leases have minimum term of one year and renewable upon mutual agreement
of both parties.

Rent expense recognized in the Statements of Comprehensive Income amounted to
P4,265,284 in 2020, P3,878,865 in 2019, and P3,529,137 in 2018.

Future minimum lease payments from these lease contracts as of December 31,
2020 and 2019 amounted to P6,662,809 and P11,293,535, respectively.
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Company as a Lessor

(d) Lease Agreement with Various Lessees
Through PLDI, the Company’s investment properties are leased out to various third
parties (see Note 25). The lease is for a period of one year subject to renewal upon
mutual agreement of the lessee and the lessor.

Rent income recognized in the Statements of Income amounted to P2,267,455 in
2020, P2,969,759 in 2019, P2,684,723 in 2018. (See Note 13)

Reseller Agreement

Following the expiry of the satellite lease agreement, the Company entered into a
reseller agreement with another company (foreign entity) providing internet services. The
agreement provides that the Company will render the internet services into its clientele
using the bandwidth of the foreign entity at a pre-determined sharing scheme. End-user
equipment is to be provided by the foreign entity and is subject to a commission for new
subscriptions entered into. Amounts paid to the foreign entity was charged to “Service
fee” included as part of Direct costs in the Statement of Comprehensive Income.

Service fee amounted to P1,848,845 in 2020. (See Note 22). Commission income
received on new subscription amounted to P1,483,249 in 2020.

30. Segment Reporting
The Company has one reportable operating segment, which is the broadband and
internet services. This is consistent with how the Company’s management internally
monitors and analyzes the financial information for reporting to the chief operating
decision-maker, who is responsible for allocating resources, assessing performance and
making operating decisions.

Segment information for the reportable segment is shown in the following table:

2020 2019 2018
Revenues P 41,032,940 P 36,884,773 P 37,948,577
Cost and expenses 21,626,267 20,899,579 19,774,248
Non-cash expenses 15,544,252 15,214,868 17,135,098
Net Income 3,862,422 770,327 1,039,231
Reportable segment asset 110,180,403 116,966,118 86,623,271
Reportable segment liabilities 14,519,792 32,409,313 14,470,552

The reconciliation of total revenue reported by reportable operating segment to revenue
in the statements of comprehensive income is presented in the following table:

2020 2019 2018
Total revenue in the income statement of
comprehensive income P 43,683,389 P 39,729,276 P 58,455,546
Less: revenues other than
broadband and internet services 2,650,449 2,844,503 20,506,969

Total segment revenues P 41,032,940 P 36,884,773 P 37,948,577
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The reconciliation of net income reported by reportable operating segment to net income
in the statements of comprehensive income is presented in the following table:

2020 2019 2018
Net income in the statement of
comprehensive income P 4,871,652 P 699,877 P 15,358,144
Less: unallocated segment items
Income 2,650,449 2,844,503 20,506,969
Expenses (1,641,219) (2,914,953) (6,188,056)
Segment income P 3,862,422 P 770,327 P 1,039,231

The following items of assets and liabilities are excluded in the segment assets and
liabilities:

2020 2019 2018
Investment in an associate P 408,161,917 P 408,380,295 P 408,993,627
Investment properties 61,568,800 61,568,800 61,568,800
Other assets 8,350,478 7,154,221 6,173,729
Deposits 662,830 662,830 192,903,000
Deferred tax liabilities 722,002 707,033 754,670
Advances from related parties 21,041,383 13,846,319 1,987,143

31.

Other Matters

Effects of Covid-19 Pandemic

On March 11, 2020, the World Health Organization declared a global pandemic as a
result of increasing number of COVID-19 cases worldwide. This was followed by the
President of Philippines’ issuance of Presidential Proclamation Order No. 929 declaring
a State of Calamity in the Country from the COVID-19 outbreak.

Different quarantine classifications were imposed nationwide which resulted to
disruptions in business and economic activities and their impact on business continue to
evolve. Internally, the Company continues to adapt to these including implementation of
the following:

+  Work-from-home arrangement for certain office personnel;
+  Online meetings and discussions with officers and employees;
+ Use of mobile banking and online platforms for certain financial transactions;

Considering the evolving nature of this outbreak, the Company continues to monitor the
situation and will take further actions as necessary and appropriate in response to these
economic disruptions and other consequences.

Subsequent Event After Reporting Period

On February 10, 2021, the House of Representatives approved on final reading of House
Bill 8551 which grants the renewal of the Company’s franchise for another 25 years.
Third and last hearing will be held on May 2021 when Senate Resumes.

If enacted into law, the Company will be allowed to construct, install, establish, maintain
and operate for commercial purposes and in the public interest, communications
systems for the reception and transmissions of messages, such as but not limited to
voice, audio, data, facsimile, video, and such other radio, write, satellite, and other
means for another 25 years.



-37 -

32. Supplementary Information Required Under Revenue Regulation 15-2010

The Bureau of Internal Revenue (BIR) issued Revenue Regulation (RR) 15-2010 which
requires additional tax information to be disclosed in the Notes to Financial Statements.
The following information covering the calendar year ended December 31, 2020 is
presented in compliance thereto.

* The Company is a CSEZ-registered entity subject to zero-rated value-added tax.
Pursuant to Section 15 of Republic Act No. 7227, Section 5 of Executive Order
No. 80 and Proclamation 163, the Company is entitled to all incentives available
to a CSEZ-registered enterprise.

» Expanded withholding tax paid during the year amounted to P21,411.

» As of December 31, 2020, the Company has no pending tax cases within and
outside the administration of the BIR.

» Taxes and licenses presented in the statements of comprehensive income are as

follows:
Direct cost
Radio station license - NTC P 5,825,800
Supervision and regulatory fee - NTC 1,045,097
6,870,897
Administrative expenses
Annual listing fee - PSE 261,000
Real property tax 153,356
Business permits and licenses 17,232
BIR annual registration fee 500
432,088

Total P 7,302,985
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Transpacific Broadband Group International, Inc.

Schedule | - Financial Soundness

Key Performace Indicators

Formula

For the Years Ended December 31

2020 2019
A. Current/liquidity ratios
Current ratio Current assets 117:1 0.25:1
Current liabilites
Acid test ratio Current assets - Inventory 117:1 0.24:1
Current liabilites
B. Solvency ratio/Debt-to-equity ratio
Solvency ratio After tax profit + Depreciation + A_n_u_)rtlzatlon 0.55:1 0.331
Long term + Short term liabilities
Debt-to-equity ratio Total liabilities 0.07:1 0.09:1
Total equtiy
C. Asset to Equity Ratio
Total assets 1.07:1 1.09:1
Total equtiy
D. Interest rate coverage ratio
After tax profit + Depreciation + Amortization 16.13:1 3351
Interest expense
E. Profitability ratios
Return on equity Net income _ 0.89% 0.16%
Average total equity
Return on assets Net Income 0.82% 0.12%
Average total assets
Net profit margin Net Income 11.87% 1.90%
Net sales or revenue




Transpacific Broadband Group International, Inc.

Schedule Il - Retained Earnings Available for Dividend Declaration

December 31, 2020

Retained Earnings, as at December 31, 2019

Adjustments:
Cumulative share in losses of associate - prior period
Gain on fair value adjustment of investment properties - prior period
Deferred tax liabilities - net

Retained Earnings, as at December 31, 2019, as adjusted
Net loss during the period closed to Retained Earnings

Less: Non-actual/unrealized income net of tax
Equity in net income of associate/joint venture
Unrealized foreign exchage gain - net (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
Recognized deferred tax asset that increased the net income
Adjustment due to deviation from PFRS/GAAP - gain
Other unrealized gains or adjustments to the retained earnings as
a result of certain transactions accounted for under PFRS
Subtotal

Add: Non-actual losses

Depreciation on revaluation increment (after tax)

Unrealized actuarial loss

Equity in net loss of associate/joint venture

Recognized deferred tax liability that decreased the net income

Fair value adjustment (mark-to-market losses)

Adjustment due to deviation from PFRS/GAAP - loss

Loss on fair value adjustment of investment property (after tax)
Subtotal

Net loss actually incurred during the period

Add(less):
Dividend declarations during the period
Appropriations of retained earnings during the year
Reversals of appropriations
Deemed cost adjustment on investment property
Treasury shares

Subtotal

Retained Earnings as at December 31, 2020, available for dividend declaration

P 54,012,573
7,919,705
(17,053,000)
707,033
45,586,310
4,871,652
538,084
3,705
541,789
170
218,378
11,264
229,812
4,559,675
437,800
(437,800)

P 49,708,186



Transpacific Broadband Group International, Inc.
Schedule Il - A Map Showing the Relationship Between and Among the Parent Company
and its Subsidiaries
December 31, 2020

Transpacific Broadband
Group International, Inc.

ATN Philippines Solar
Energy Group, Inc.
(29.93%)




Transpacific Broadband Group International, Inc.
Schedule A - Financial Assets
December 31, 2020

Name of Issuing Entity and
Association of
Each Issue

Number of Shares Amount Shown in the | Valued based on Market Income
or Principal Amount Statement of Financial Quotation at End of Received and
of Bonds and Notes Position Reporting Period Accrued

None to report




Transpacific Broadband Group International, Inc.

Schedule B: Amounts Receivable from Directors, Officers, Employees, Related Parties and
Principal Stockholders (Other than Related Parties)
December 31, 2020

Name and Balance at Amounts Balance at End
Designation Beginning of | Additions Amounts Written Current Non current of Period
of Debtor Period Collected Off
ATN Philippines Solar Energy Group, Inc. - Related party P 3,788,189 | P 3,778,174 | P - P - P - P 7,566,363 (P 7,566,363
Palladian Land Development Inc. - Related Party 1,545,810 - 1,545,810 - - - -
P 5,333,999 [ P 3,778,174 |P 1,545,810 | P - P - P 7,566,363 |P 7,566,363




Transpacific Broadband Group International, Inc.
Schedule C: Amounts Receivable from Related Parties which are Eliminated during
the Consolidation of Financial statements
December 31, 2020

Name and Designation of | Balance at Beginning of . Amounts Balance at End of
Debtor Period Additions Amount Collected Written Off Current Non-Current Period

None to report




Transpacific Broadband Group International, Inc.
Schedule D: Long Term Debt
December 31, 2020

Title Issue and Type
of Obligation

Amounts shown under Amounts shown under
Amount Authorized Caption Currerlt_Portlon of Captlo:\' Long-term
by Indenture Long-term Debt" in Related Debt" in Related
y Statement of Financial Statement of Financial
Position Position

None to report




Transpacific Broadband Group International, Inc.
Schedule E: Indebtedness to Related Parties

December 31, 2020

Name of related party

Balance at Beginning of

Balance at End of

Period Period
Arsenio T. Ng P 1,346,319 | P 4,754,648
ATN Holdings, Inc. 12,500,000 16,100,000
Palladian Land Development Inc. - 186,735
P 13,846,319 | P 21,041,383




Transpacific Broadband Group International, Inc.
Schedule F: Guarantees of Securities of Other Issuers
December 31, 2020

Name of Issuing Entity of Securities
Guaranteed by the Company for which this
Statement is Filed

Title of Issue of Each Class of Total Amount Guaranteed and
Securities Guaranteed Outstanding

Amount Owned by Person
for which Statement is Filed

Nature of
Guarantee

None to report




Transpacific Broadband Group International, Inc.
Schedule G: Capital Stock

December 31, 2020

Number of Shares

Number of Shares

Number of Issued and Outstanding Reserved for Options Number of shares Directors. Officers and
Title of Issue Shares as Shown Under Related p_ ' Held by Related ! Others
) . . Warrants, Conversion and . Employees
Authorized Statement of Financial . Parties
. . other Rights
Position Caption
Share capital 3,800,000,000 3,800,000,000 400,000,000 626,320,000 1,716,379,030 | 1,452,922,970
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SECURITIES AND EXCHANGE COMMISSION

SEC FORM 17-Q

QUARTERLY REPORT PURSUANT TO SECTION 17 OF THE SECURITIES
REGULATION CODE AND SRC RULE 17 (2) (b) THEREUNDER

1. For the quarterly period ended June 30, 2021

2. Commission identification no. AS095-006755 3.BIR Tax ldentification No. 004-513-153
4. TRANSPACIFIC BROADBAND GROUP INT'L., INC.

5.  Philippines

6. Industry Classification Code:

7. Bldg. 1751 Chico St. Clark Special Economic Zone, Angeles, Pampanga
(Satellite Center)

8. Telephone No. (0632)7 717-0523

9. The Company did not change its name, address or fiscal year during the period covered by this
report.

10. Securities registered pursuant to Sections 4 and 8 of the RSA
Title of each Class Number of shares of common
stock outstanding and
amount of debt outstanding
Common P380,000,000
11. These securities are listed on the Philippine Stock Exchange.
(a) The company has filed all reports required to be filed by Section 17 of the Code and SRC Rule
17 thereunder or Sections 11 of the RSA and RSA 11(a)-1 thereunder, and Sections 26 and 141
of the Corporation Code of the Philippines, during the preceding twelve (12) months (or for such

shorter period the registrant was required to file such reports)

(b) The company has been subject to such filing requirements for the past ninety (90) days.

|. Financial Statements.



TRANSPACIFIC BROADBAND GROUP INTERNATIONAL, INC.

STATEMENT OF FINANCIAL POSITION

(Unaudited) (Audited)
30-Jun 31-Dec
Notes 2021 2020
ASSETS
Current Assets
Cash and cash equivalents 5 P42,680,985 P13,796,232
Receivables - net 6 2,708,932 1,924,608
Other current assets 7 190,563 214,728
Total Current Assets 45,580,481 15,935,568
Noncurrent Assets
Investment in an associate 8 408,161,917 408,161,917
Franchise - net 9 1,642,405 1,942,405
Property and equipment - net 1 85,247,937 92,517,158
Investment properties 12 61,568,800 61,568,800
Other non-current assets 10 4,665,254 8,135,750
561,286,313 572,326,030
P606,866,794 P588,261,598
LIABILITIES AND EQUITY
Current Liabilities
Accounts payable and accrued expenses 13 P6,019,432 P742,283
Short-term loans 14 5,450,000 5,450,000
Unearned income 15 11,188,841 7,255,114
Income tax payable 100,332 186,165
Total Current Liabilities 22,758,606 13,633,562
Noncurrent Liabilities
Deposits 16 662,830 662,830
Pension liability 886,229 886,230
Advances from related parties 22 23,762,607 21,041,383
Deferred tax liabilities-net 722,002 722,002
26,033,669 23,312,445
Total Liabilities 48,792,274 36,946,007
Equity
Share capital 17 380,000,000 380,000,000
Share premium 103,947,352 103,947,352
Share option outstanding 17 8,921,814 8,921,814
Retained earnings 65,643,153 58,884,225
Treasury shares 17 (437,800) (437,800)
Total Stockholders' Equity 558,074,519 551,315,591

P606,866,794

P588,261,598

See Notes to Financial Statements
-3-



TRANSPACIFIC BROADBAND GROUP INTERNATIONAL, INC.

STATEMENTS OF COMPREHENSIVE INCOME

Quarter ending Six (6) month ending
Notes 30-Jun-21 30-Jun-20 30-Jun-21 30-Jun-20
REVENUES
Service income 18 P13,580,272 P9,104,788 P28,029,424 P17,672,111
Other Income 20 470,553 659,052 1,069,813 1,606,115
14,050,825 9,763,840 29,099,237 19,278,226
COST AND EXPENSES
Direct cost 19 12,038,384 8,506,578 20,816,580 16,757,613
Administrative expenses 21 424,269 99,939 951,685 529,714
Finance costs - net 99,508 82,834 158,588 165,143
12,562,161 8,689,351 21,926,853 17,452,470
INCOME (LOSS) FROM OPERATION 1,488,664 1,074,489 7,172,384 1,825,756
EQUITY IN NET LOSS OF AN ASSOCIATE - 259,690 - 454,946
PROFIT (LOSS) BEFORE INCOME TAX 1,488,664 814,799 7,172,384 1,370,810
INCOME TAX EXPENSE 100,333 62,760 413,456 125,756
PROFIT (LOSS) FOR THE PERIOD 1,388,331 752,039 6,758,928 1,245,054
OTHER COMPREHENSIVE INCOME - - - -
TOTAL COMPREHENSIVE INCOME(LOSS) 1,388,331 752,039 P 6,758,928 P 1,245,054
EARNINGS PER SHARE 0.0178 0.0033

See Notes to Financial Statements -4-



TRANSPACIFIC BROADBAND GROUP INTERNATIONAL,

INC

STATEMENT OF CHANGES IN EQUITY

Six (6) month ending

30-Jun-21

30-Jun-20

SHARE CAPITAL

P 380,000,000

P 380,000,000

SHARE PREMIUMS 103,947,352 103,947,352

SHARE OPTIONS OUTSTANDING 8,921,814 8,921,814
RETAINED EARNINGS (DEFICIT)

Balance, January 1 58,884,225 54,012,573

Profit (loss) 6,758,928 1,245,054

65,643,153 55,257,627

TREASURY SHARES (437,800) (437,800)

P558,074,519

P547,688,993

See Notes to Financial Statements
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TRANSPACIFIC BROADBAND GROUP INTERNATIONAL, INC

STATEMENT OF CASH FLOWS

Quarter ending

Six (6) month ending

30-Jun-21 30-Jun-20 30-Jun-21 30-Jun-20

CASH FLOWS FROM OPERATING ACTIVITIES
(Loss) profit before income tax P 6,616,373 P 814,799 P 7,172,384 P 1,370,810
Adjustments for:

Depreciation and amortization 3,961,149 3,741,851 7,269,221 7,049,923

Amortization of franchise 150,000 150,000 300,000 300,000

Equity in net loss of an associate (195,256) 259,690 - 454,946
Interest income (4,181) -4,181 (4,975) (4,975)
Operating income before working capital changes 10,528,085 4,962,159 14,736,630 9,170,704
Decrease (increase) in Operating Assets:

Receivables (338,717) (617,270) (784,324) 828,410

Other current assets (33,167) 57,331 24,165 114,663
Decrease (increase) in Other non-current assets 4,303,737 (413,554) 3,470,496 (1,246,795)
Increase/(decrease) in Operating liabilities

Accounts payable and accrued expenses 5,444,676 2,837,855 5,277,149 2,670,328

Unearned income 11,272,207 (7,256,016) 3,933,727 (14,594,496)
Cash generated from operation 31,176,820 (429,495) # 26,657,842 (3,057,186)

Income taxes paid (499,288) (211,580) (499,288) (211,580)

Interest received 4,181 4,181 4,975 4,975
Net Cash Provided by Operation 30,681,713 (636,894) 26,163,529 (3,263,791)
CASH FLOWS FROM INVESTING ACTIVITIES

Advances of related parties 416,224 2,000,001 2,721,224 4,305,001

Deposits - - - -
Net Cash Used in Investing Activities 416,224 2,000,001 2,721,224 4,305,001
CASH FLOWS FROM FINANCING ACTIVITIES

Repayment of loans - - - -

Proceeds from stock subscription - - - -
Net Cash Provided by(used in) Financing Activities - - - -
NET INCREASE (DECREASE) IN CASH EQUIVALE! 31,097,937 1,363,107 28,884,753 1,041,210
CASH AT THE BEGINNING OF THE YEAR 13,796,232 5,695,235
CASH AT END OF YEAR P42,680,985 P6,736,445

See Notes to Financial Statements
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TRANSPACIFIC BROADBAND GROUP INTERNATIONAL, INC.
NOTES TO FINANCIAL STATEMENTS
June 30, 2021 and December 31, 2020

1. Corporate Information

Transpacific Broadband Group International, Inc. (TBGI or the Company), a corporation
duly organized and existing under the laws of Republic of the Philippines, was
incorporated and registered with Securities and Exchange Commission (“SEC”) on July
14, 1995, primarily to engage in the business of public commercial radio, terrestrial,
cable, and satellite broadcast. The Company is 9.57% owned by Unipage Management
Inc.

The Company holds a 25-year Congressional Franchise to construct, establish, install,
maintain, and operate communications systems for the reception and transmission of
messages within the Philippines. It also has an approved Provisional Authority to transmit
radio signals to satellites granted by the National Telecommunications Commission (NTC)
on April 7, 1999.

In 2007, the Company received from NTC its Certificate of Registration as a value added
services provider and offer Voice Over Internet Protocol (VOIP) service. In the same year,
NTC granted Frequency Supportability to the Company.

The Company is a duly registered Clark Special Economic Zone (CSEZ) enterprise and has
committed to operate, manage, and maintain a satellite earth station with broadcast
production and postproduction facilities and other related activities, located at Clark Field,
Pampanga. Pursuant to its registration with CSEZ, the Company is subject to a special tax
rate of 5% of gross income on registered activities.

2. Summary of Significant Accounting Policies

Basis of Preparation

The interim financial statements as at June 30, 2021 and for the six-month periods ended
June 30, 2021 and June 30, 2020 have been prepared on a historical cost basis, except
for building and improvements, uplink equipment, leasehold improvements and data
equipment, and investment properties that are carried at fair value.

The interim financial statements are presented in Philippine Peso (P) which is the
functional and presentation currency of Company, and all amounts are rounded to the
nearest Philippine Peso, unless otherwise indicated.

Statement of Compliance
The accompanying unaudited interim financial statements have been prepared in
accordance with Philippine Accounting Standard (PAS) 34, Interim Financial Reporting.

New Standards. Interpretations and Amendments adopted by the Company

The accounting policies adopted in the preparation of the interim financial statements are
consistent with those followed in the preparation of the Company’s annual financial
statements for the year ended December 31, 2020 except for the adoption of new
standards effective as at January 1, 2021.




3. Significant Judgements Estimates and Assumptions

The preparation of the interim financial statements requires management to make
judgments, estimates and assumptions that affect the reported amounts in the financial
statements and related notes at the end of the reporting period. However, uncertainty
about these assumptions and estimates could result in outcomes that could require a
material adjustment to the carrying amount of the affected asset or liability in the
future.

There were no significant changes in the significant accounting judgments, estimates,
and assumptions used by the Company for the three-month period ended June 30,
2021.

4. Financial Risk Management Objectives and Policies

Financial Risk

The Company’s activities expose it to a variety of financial risk. These risks arise from
open positions in interest rate, currency and equity products, all of which are exposed to
general and specific market movements. The Company’s overall risk management
program seeks to minimize potential adverse effects on the financial performance of the
Company. The policies for managing specific risks are summarized below:

o Credit Risk
Credit risk refers to the risk that counterparty will default on its contractual
obligations resulting in financial loss to the Company. The Company has adopted a
policy of only dealing with creditworthy counterparties, and obtaining sufficient
collateral, where appropriate, as a means of mitigating the risk of financial loss from
defaults.

The table below shows the gross maximum exposure to credit risk of the Company as
at June 30, 2021 and December 31, 2020.
Gross Maximum Exposure

June 30, 2021 2020
Cash and cash equivalents * P 42,680,985 P 13,796,232
Trade receivables 2,708,932 1,924,608
Other non current assets 190,563 214,728

P 45580480 P 15,935,568

The credit risk on cash and cash equivalents are limited since funds are held in
financial institutions with high credit ratings.

Trade receivables are accounts with its customer where appropriate trade relations
have been established including billings and collections processes.

The credit risk on other non-current assets are considered minimal.

The credit quality of the Company’s assets as at June 30, 2021 and December 31,
2020 is as follows:



June 30, 2021

Neither past due nor impaired Past due Past due
High Standard but not and
grade grade impaired impaired Total
Cash and cash equivalents P 42,680,985 P - P - P - P 42,680,985
Trade receivables - 2,708,932 - 4,436,227 7,145,159
Other non-current assets - 190,563 - - 190,563
P 42680985 P 2,899,494 P - P 4,436,227 P 50,016,706

December 31, 2020

Neither past due nor impaired Past due Past due
High Standard but not and
grade grade impaired impaired Total
Cash and cash equivalents P 13,796,232 P - P - P - P 13,796,232
Trade receivables - 1,924,608 - 4,436,227 6,360,835
Other non-current assets - 214,728 - - 214,728
P 13,796,232 P 2,139,336 P - P 4,436,227 P 20,371,795

High-grade cash and cash equivalents are short-term placements and working cash fund
placed, invested, or deposited in banks belonging to the top banks in the Philippines in
terms of resources and profitability.

Standard grade accounts are active accounts with propensity of deteriorating to mid-
range age buckets. These accounts are typically not impaired as the counterparties
generally respond to credit actions and update their payments accordingly.

Liguidity Risk

Liquidity or funding risk is the risk that an entity will encounter difficulty in raising funds
to meet commitments associated with financial instruments. Either liquidity risk may
result from the inability to sell financial assets quickly at their fair values; or counterparty
failing on repayment of a contractual obligation; or inability to generate cash inflows as
anticipated.

The Company manages its liquidity profile to (i) ensure that adequate funding is
available at all times; (ii) meet commitments as they arise without incurring unnecessary
costs; (iii) to be able to access funding when needed at the least possible cost, and (iv)
maintain an adequate time spread of financing maturities.

The table below summarizes the maturity profile of the Company’s financial liabilities at
June 30, 2021 and December 31, 2020.
June 30, 2021

> 1 month& >3 months >1year &
<1 month <3 months &< 1 year <3 years Total
Accounts payable and
accrued expenses P 6,019,432 P - P - P - P 6,019,432
Interest-bearing liabilities
Loans payable - 5,450,000 - 5,450,000
P 6,019,432 P - P 5,450,000 P - P 11,469,432

December 31, 2020

> 1 month& >3 months & > 1 year &
<1 month <3 months <1 year <3 years Total
Accounts payable and
accrued expenses P 742,283 P - P - P - P 742,283
Short-term loans 5,450,000 5,450,000
P 742,283 P - P 5,450,000 P - P 6,192,283




Market Risk

Market risk is the risk of change in fair value of financial instruments from fluctuation in
foreign exchange rates (currency risk), market interest rates (interest rate risk) and
market prices (price risk), whether such change in price is caused by factors specific to
the individual instrument or its issuer or factors affecting all instruments traded in the
market.

Market risk is the risk to an institution’s financial condition from volatility in the price
movements of the assets contained in a portfolio. Market risk represents what the
Company would lose from price volatilities. Market risk can be measured as the potential
gain or loss in a position or portfolio that is associated with a price movement of a given
probability over a specified time horizon.

i. Currency risk

The Company is exposed to foreign exchange risk arising from currency exposures
primarily with respect to the US Dollar. Foreign exchange risk arises when future
commercial transactions and recognized assets and liabilities are denominated in a
currency that is not the company’s functional currency. Significant fluctuations in the
exchanges rates could significantly affect the Company’s financial position.

The carrying amounts of the Company’s foreign currency denominated monetary assets
and liabilities at reporting date are as follows:

June 30, 2021 2020
Peso
US Dollar Equivalent US Dollar Peso Equivalent
Cash and cash equivalents $ 133,453 P 6,407,988 $ 73,205 P 3,516,476

The following table demonstrates the sensitivity to a reasonable change in the US$
exchange rate, with all other variables held constant, the Company’s income before tax
as at June 30, 2021 for the years ended December 31, 2020:

Effect on Income Before

Taxes
Increase/decrease in Peso to US Dollar Rate June 30, 2021 2020
+P5.00 P 665,765 P 366,025
-P5.00 (665,765) P (366,025)

There is no other impact on the Company’s equity other than those affecting profit and
loss.

ii. Interest rate risk

Interest rate risk is the risk that the value or future cash flows of a financial instrument
will fluctuate because of changes in market interest rates. Floating interest rate
instruments expose the Company to cash flow interest risk, whereas fixed interest rate
instruments expose the Company to fair value interest risk.

The Company’s interest risk policy requires it to manage interest rate risk by maintaining
an appropriate mix of fixed and variable rate instruments. The policy also requires it to
manage the maturities of interest-bearing financial assets. Interest on fixed interest rate
instruments is priced at inception of the financial instrument and is fixed until maturity.

Exposure to interest rate risk arises from bank loans with interest dependent on the
prevailing market rate. As of June 30, 2021 and December 31, 2020, the Company is not
exposed to any interest rate risk from fluctuation of market interest.



Operational risk

Operational risk is the risk of loss from system failure, human error, fraud, or external
events. When controls fail to perform, operational risk can cause damage to reputation,
have legal or regulatory implications or can lead to financial loss. The Company cannot
expect to eliminate all operational risk but initiating a rigorous control framework and by
monitoring and responding to potential risks, the Company is able to manage the risks.
Controls include effective segregation of duties, access controls, authorization and
reconciliation procedures, staff education, and assessment processes. Business risk such
as changes in environment, technology, and industry are monitored through the
Company'’s strategic planning and budgeting processes.

Capital management

The Company manages its capital to ensure that it will be able to continue as a going
concern while maximizing the return to stakeholders through the optimization of the
debt and equity balance.

The Company sets the amount of capital in proportion to risk. The Company manages
the capital structure and adjusts it in light of changes in economic conditions and the
risk characteristics of the underlying assets. In order to maintain or adjust the capital
structure, the Company may adjust the dividends paid to shareholders, issue new
shares, or sell assets to reduce debt.

The capital structure of the Company consists of issued capital, share premium and
retained earnings.

The financial ratio at the year-end, which is within the acceptable range of the Company,
is as follows:

June 30, 2021 2020
Equity P 558,074,519 P 551,315,591
Total Assets 606,866,793 588,261,598
Ratio 0.920 0.937
5. Cash and Cash Equivalents
As of June 30, 2021 and December 31, 2020, cash and cash equivalents represent cash
on hand and cash in banks of P42,680,985 and P13,796,232, respectively.
Cash in bank represents peso accounts and US dollar account that earn interests at
prevailing bank interest rates.
Interest income on these deposits amounted to P13,545 and P10,832 in June 30, 2021
and December 31, 2020.
6. Receivables - net

The composition of this account is as follows:

30-Jun-21 2020

Trade
In local currency P 4,599,427 P 4,514,627
In foreign currency 2,545,732 1,846,208
7,145,159 6,360,835
Less: Allowance for probable losses 4,436,227 4,436,227

P 2,708,932 P 1,924,608
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The aging of receivables as of June 30, 2021 is as follows:

Over More than
Current 31-60 days One Year Total
Trade
In local currency 163,200 P 4,436,227 P 4,599,427
In foreign currency 2,545,732 - - 2,545,732
P 2,708,932 P - P 4,436,227 P 7,145,159
7. Other current assets
The breakdown of this account is as follows:
30-Jun-21 2020
Prepaid taxes P 147,855 P 157,836
Prepaid insurance 42,668 56,892

P 190,523 P 214,728

e Prepaid taxes represent advance payment of real property taxes that will be
applicable and expensed in the subsequent period. Payments are made in advance so
as to take advantage of the discounts granted by the local government. Expired
portion is charged to taxes and licenses reported as part of administrative expenses
in in the statement of comprehensive income.

e Prepaid insurance represents unexpired portion of insurance paid during the year.

8. Investment in an Associate
Investment in an Associate represents the 29.93% equity interest in ATN Solar Energy
Group, Inc (ATN Solar). Management believes that it exercises significant influence over
the financial and operating policies of ATN Solar.

The composition of this account is as follows:

30-Jun-21 2020
Cost

Beginning balance P 209,500,000 P 209,500,000

Equity in net loss
Beginning (8,138,083) (7,919,705)
Share in net loss for the year - (218,378)
(8,138,083) (8,138,083)
Deposit for stock subscription 206,800,000 206,800,000

P 408,161,917 P 408,161,917

ATN Solar is a grantee of Solar Energy Service Contract with the Philippine Government
through the Department of Energy to develop, own and operate a 30MW solar power
plant in Rodriguez, Rizal.

The Solar Energy Project involves the setting up of a 30-Megawatt Solar PV Plant to be
situated in a 254-hectare property in Montalban, Rizal. It is designed to have a gross
generation capacity of 33 MW peak of Direct Current (DC) at inception. The Alternating
Current (AC) output will be around 30 MW, which will be distributed through the Manila
Electric Company (MERALCO) via a 34.5 kilovolt (KV) transmission system, which
MERALCO will construct and connect to three feeder lines of the MERALCO distribution
network in Diliman and Novaliches, Quezon City and Marikina City. The project site falls
under the franchise area of MERALCO; hence, the solar project, as an embedded
generator, is allowed to cut into the nearest MERALCO connection points.



-7-

The project will include site development and civil works, the installation of 100,000
photovoltaic panels and associated power equipment and the construction of control
building. The project will entail site preparation (with minimum disturbance to land form),
the installation of solar panel foundations, the installation of solar panels, the
construction of one control building, the construction of 34.5kV substation, equipment
mounting structures, access roads and drainage systems, the laying of electrical cables,
the installation of Supervisory Control and Data Acquisition (SCADA) system, and the
construction of three (3) 34.5 kV switch gear stations. This Solar Energy System will

harvest Solar Energy to generate electrical power.

9. Franchise - net

The Company holds a 25-year Congressional Franchise to construct, establish, install,
maintain, and operate communication systems for the reception and transmission of
messages within the Philippines with a cost of P15M.

The movement in this account is as follows:

30-Jun-21 2020
Balance, January 1 P 1,942,405 P 2,542,405
Amortization (300,000) (600,000)
Balance, December 31 P 1,642,405 P 1,942,405

The amortization of franchise is shown as part of direct costs in the Statement of
Comprehensive Income. Management believes that the carrying amount of franchise is
recoverable in full and no impairment loss in necessary.

10. Other Non-current Assets

This account consists of:

30-Jun-21 2020
Advances to:

ATN Phils. Solar Energy Group Inc. P 3,156,639 P 7,566,363
Palladian Land Dev. Inc. 939,228 -
Security deposits 569,387 569,387

P 4665254 P 8,135,750

Security deposits are made to secure leasing arrangement on transponders. These
deposits are refundable at the expiration of lease term.

11. Property and Equipment — net

The movement in this account is as follows:

Building & Uplink/data Furniture & Leasehold Transportation

June 30 2021 improvements Equipment Fixtures improvements equipment Total
Carrying Amount

At January 1, 2021 P 23,893,402 P 305,116,873 5,228,426 P 19,145,709 P 14,675,284 P 368,059,694

At March 31, 2021 23,893,402 305,116,873 5,228,426 19,145,709 14,675,284 368,059,694
Accumulated depreciation

At January 1, 2021 23,893,402 213,100,764 5,121,311 19,145,709 14,275,284 275,542,536

Provisions - 7,213,221 - - - 7,213,221

At March 31, 2021 23,893,402 220,373,985 5,127,371 19,145,709 14,275,284 282,815,757
Net Carrying Value

At March 31, 2021 P - P 84,742,888 P 101,049 P - P 400,000 P 85,243,937
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Building & Uplink/data Furniture & Leasehold Transportation
31-Dec-20 improvements Equipment Fixtures improvements equipment Total
Carrying Amount
At January 1, 2020 P 23,893,402 P 304,547,503 P 5,180,726 P 19,145,709 P 14,675,284 P 367,442,624
Reclassifiaction from spare
parts inventory 569,370 569,370
Addition - P 47,700 47,700
23,893,402 305,116,873 5,228,426 19,145,709 14,675,284 368,059,694
Accumulated depreciation
At January 1, 2020 23,088,089 199,087,756 5,063,871 19,145,709 14,275,284 260,660,709
Provisions 805,313 14,013,008 63,506 - - 14,881,827
23,893,402 213,100,764 5,127,377 19,145,709 14,275,284 275,542,536
Net Carrying Value
31-Dec-20 P - P 92,016,109 P 101,049 P - P 400,000 P 92,517,158

During 2019, the Company entered into a contract to design, deliver, install and
commission the antenna gateways for its satellite center in Subic Pampanga. Total cost
incurred thereto amounted to P50 million.

Building and improvements, uplink equipment, leasehold improvements and data
equipment were revalued on October 28, 2002 by a firm of independent appraisers at
market prices. The net appraisal increment resulting from the revaluation is credited to
the “Revaluation Increment” account shown under equity. The amount of revaluation
increment absorbed through depreciation is transferred from the revaluation increment
to retained earnings.

12.

Investment Properties

As of June 30, 2021 and December 31, 2020, investment property consists of the
following:

Condominium units P 55,421,800
Land and improvements 6,147,000
P 61,568,800

Condominium units represent the beneficial ownership of four (4) commercial units held
at Summit One Office Tower in Mandaluyong City with a total floor area of 852.64
square meters. Land and improvements represent a parcel of residential lot with house
thereon and covers an area of 432 square meters. This is situated in Paliparan 1,
Dasmarifias, Cavite.

On April 2, 2018, these properties were subject of an appraisal conducted by Asian
Appraisal Company, Inc. Accordingly, the aggregate fair market value of the
Mandaluyong property amounted to P55.4 million or an increment of P17 million as of
the date of appraisal. Fair value is determined using the Market approach under the level
2 of the fair value hierarchy. The highest and best use of these properties is commercial,
its current use.

Significant increase (decrease) in selling price per square meter would result in a
significantly higher (lower) fair value of the property.

Rental income and direct operating expenses from investment properties included in the
Statement of Comprehensive Income are as follows:

30-Jun-21

Rental income P 1,056,268
Direct operating expenses that:

Generated rental income 151,697

Did not generate rental income 829



13.

Accounts Payable and Accrued Expenses

This account consists of:

30-Jun-21 2020
Trade payables P 5,763,331 P -
Accrued expenses 256,101 742,283

P 6,019,432 P 742,283

The aging of accounts payable as of June 30, 2021 is as follows:

Over More than

Current 31-60 days One Year Total
Trade P 4,033,331 1,730,000 - P 5,763,331
Accrued expenses 256,101 - 256,101
P 4,289,432 P 1,730,000 P - P 6,019,432

Trade payables and accrued expenses are various expenses and are usually settled for a
maximum period of 6 months.

14.

Short-term loans

Short-term loans are availed for working capital requirements. The loan carries a floating
interest rate initially peg at 6% per annum, payable monthly in arrears. The principal is
payable after 12 months renewable at the option of the both parties. The maximum
credit line with the bank is up to P6 million. As of June 30, 2021, and December 31,
2020, the balance of the loan amounted to P5.450 million.

The loan is collateralized by the following:
e Real estate mortgages over properties owned by a related party; and
e Suretyship agreement by the Company as borrower and a stockholder as a

surety.

Total interest paid and accrued reported in the Statement of Comprehensive Income
amounted to P158,588 in June 30, 2021 and P165,143 in June 30, 2020.

Management believes that the carrying value of the loan at year end is a reasonable
approximation of its fair value as of June 30, 2021 and December 31, 2020.

15.

Unearned income

As of June 30, 2021, and December 31, 2020, unearned income amounted to
P11,188,841 and P7,255,114 respectively. This represents advance payment received
from the customer based in Hong Kong related to uplink services.

Unearned income is recognized as earned income on the Statement of Comprehensive
Income as the service is provided to the customer.

16.

Deposits

Deposits on lease contracts are amounts paid by various lessee as guarantee for the
faithful compliance to the terms and conditions of the lease contract. The amount is
expected to be settled at the termination of the contract.
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17. Equity

Share capital
The Company’s capital movements is as follows:

June 2021 2020
Shares Amount Shares Amount
Authorized - P0.10 par value per share 3,800,000,000 P 380,000,000 3,800,000,000 P 380,000,000
Issued and outstanding, January 1 3,800,000,000 P 380,000,000 3,800,000,000 P 380,000,000
Issuance during the period - - - -
Issued and outstanding, December 31 3,800,000,000 P 380,000,000 3,800,000,000 P 380,000,000
Shares held In treasury 4,378,000 P 437,800 4,378,000 P 437,800

Share options

On May 28, 2008, the Company’s BOD approved the grant of share option to its Chief
Executive Officer (CEO). The CEO has been largely responsible for bringing the Company
to its present financial condition. Furthermore, the CEO has not been compensated since
his assumption of management in 2000. Hence, the grant of share option to the CEO will
be in order.

The share option comprises the following:
(i) 350 million shares of TBGI at par value of P0.10 per share as compensation for
services rendered as CEO of the Company during the period 2001 to 2007, and;
(i) 50 million shares of TBGI at par value of P0.10 per share as compensation for
services rendered as CEO of the Company during 2008 and onwards, provided,
that the subject shares will not be sold in quantities exceeding 20% of the
trading volume of Philippine Stock Exchange in any single business day.

The stock options were measured using the intrinsic value method since the fair value of
the options cannot be measured reliably.

On April 23, 2009 in a special meeting of the BOD, additional terms and conditions were
agreed upon defining the vesting schedule of the options as management believes that a
one-time recognition of the options cannot be afforded in 2008 alone. The vesting period
was stretched up to 2023 of which 5,000,000 shares may be exercised starting 2013 up
to 2022. Another 55 million shares in 2022 and finally, 300 million shares in 2023

During 2010, the Company’s BOD through the Remuneration Committee approved the
indefinite deferment of the aforementioned stock options of the CEO. No options were
exercised prior to the said deferment.

18. Service Income

Revenues from customers pertain to broadband and uplink services that are based on
fixed monthly fee. All of the Company’s revenues are earned overtime.

The geographic distribution of the Company’s revenues as reported in the Statement of
Comprehensive Income is as follows:

30-Jun-21 20-Jun-20
In local currency P 7,391,359 P 3,077,615
In foreign currency 20,638,065 14,594,496

P 28,029,424 P 17,672,111
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19. Direct Costs
This account consists of:
30-Jun-21 30-Jun-20
Depreciation P 7,269,221 P 7,241,351
Transponder lease 9,128,840 5,407,378
Rental 2,245,127 2,040,011
Salaries, wages & other benefits 694,336 757,188
Utilities and communication 452,421 493,833
Amortization of franchise 300,000 300,000
Transportation and travel 345,888 197,337
Security services 264,000 233,984
Insurance 96,437 59,581
Taxes and licenses 20,310 26,950
P 20,816,580 P 16,757,613
20. Other Income
The composition of this account is as follows:
30-Jun-21 30-Jun-20
Rent income (see Note 16) P 1,056,268 P 1,600,620
Interest income 13,545 5,494
P 1,069,813 P 1,606,114
21. Administrative expenses
This account consists of:
30-Jun-21 30-Jun-20
Permits, taxes and licenses P 305,096 P 347,835
Professional fees 218,600 86,628
Office supplies 100,600 25,301
Repairs and maintenance 185,030 -
Miscellaneous 142,359 69,950
P 951,685 P 529714
22. Related party transactions

It is the policy of the Company that any transaction with a Related Party be conducted at
arms' length and on terms generally available to an unaffiliated third party under at least
the same or similar circumstances. There must be sound business reason(s) to enter into
such a related party transaction, taking into account such factors as cost efficiency, time,
and such other terms advantageous to Company, among others. The Audit Committee is
tasked to oversee and review the propriety of related party transactions (RPT) and the
required reporting disclosures. The Company’s material RPT Policy covers all transactions
meeting the materiality threshold of transactions, i.e., 10% or more of the total
consolidated assets as of the latest audited financial statements.

RPT is defined as a transfer of resources, services or obligations between the Company
and a related party, regardless of whether or not a price is charged; or, outstanding
transactions that are entered into with an unrelated party that subsequently becomes a
related party.



-12-

Related Parties covers the Company's directors, officers, substantial shareholders and
their spouses and relatives within the fourth civil degree of consanguinity or affinity,
legitimate or common-law, if these persons have control, joint control or significant
influence over the company. It also covers Company's parent company, subsidiary,
associate, affiliate, joint venture or an entity that is controlled, jointly controlled, or
significantly influenced or managed by a person who is a related party.

The BOD shall have the overall responsibility in ensuring that transactions with Related
Parties are handled in a sound and prudent manner, with integrity, and in compliance
with applicable laws and regulations to protect the interests of the company's
shareholders and other stakeholders.

The following related party transactions occurred as of June 30, 2021 and December 31,

2020:

Nature of Amount of Transaction Year-end balances
Related party transaction 30-Jun-21 2020 30-Jun-21 2020 Terms and condition
Associate
ATN Solar Collection of Unsecured, unimpaired
advances 4,409,724 526,714 P 3,156,639 P 7,566,363 and no payment terms

Affiliated companies
Palladian Land

Devt. Inc (i) Rentincome 1,056,268
(PLDI)
Collection of
advances 69,695 1,176,051 939,228

ATN Holdings Availment of

Unsecured, unimpaired
(186,735) and no payment terms

Unsecured, unimpaired
and no payment terms

(ATN) intercompany Unsecured, unimpaired
advances - - (16,100,000)  (16,100,000) and no payment terms
Stockholder (i) Advances (2,907,959) (640,823) (7,662,607) (4,754,648) Unsecured, unimpaired
and no payment terms

Total advances to repated parties 4,095,867 7,566,363

Total advances from reated paries (23,762,607)  (20,854,648)

Total (19,666,740)  (13,288,285)

Details of significant related party transactions are as follows:

As discussed in Note 12, the Company is a beneficial owner of certain condominium
units registered under the name of PLDI. Title to the properties has not been
released to the Company as the Company intends to sell the properties through the
sales network of PLDI. These properties are leased out to third parties also through
PLDI. Proceeds of the rent are remitted to the Company by the latter.

Rent income collected by PLDI on these properties amounted to P1,056268 and
P1,600,620 as of June 30, 2021 and June 30, 2020 respectively.

For the quarter ending June 30, 2021 and year ended December 31, 2020 the Company
did not provide compensation to its key management personnel.

23.

Registration with Clark Special Economic Zone

The Company is a duly registered Clark Special Economic Zone (“"CSEZ") enterprise with
Registration Certificate No. C2013-683 issued last January 10, 2014. This certificate
supersedes Certificate of Registration No. 2002-065 dated July 25, 2002 and 95-53 dated
November 29, 1995, issued by Clark Development Corporation (“"CDC") to the Company,
and shall be valid until such time the new Certificate of Registration is issued pursuant to
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the Implementing Rules and Regulations of Republic Act 9400 or unless earlier revoked
by CDC or declared invalid by virtue of any legal issuance.

Pursuant to Section 15 of Republic Act No. 7227, Section 5 of Executive Order No. 80
and Proclamation 163, and as further confirmed by BIR Ruling No. 046-95 dated March
3, 1995, the Company is entitled to all incentives available to a CSEZ-registered
enterprise, including but not limited to exemption from customs and import duties and
national and internal revenues taxes on importation of capital of goods, equipment, raw
materials, supplies and other articles including household and personal items.

Subject to compliance with BIR Revenue Regulations and such other laws on export
requirements, exemption from all local and national taxes, including but not limited to
corporate withholding taxes and value added taxes (“VAT"). In lieu of said taxes, the
enterprise shall pay 3% of gross income earned to the national government, 1% to the
local government units affected by the declaration of the CSEZ and 1% to the
development fund to be utilized for the development of the municipalities contiguous to
the base area.

Exemption from inspection of all importations at the port of origin by the Societe
Generale de Surveillence (“SGS’), if still applicable, pursuant to Chapter III, C.1 of
Customs Administrative Order No. 6-94.

However, in cases where the Company generated income from its sale of services to
customs territory customers exceeding 30% of its total income, the entire income from
all sources is subjected to the regular corporate income tax of 30% based on net income
(e.i. gross income less allowable deductions) rather than the 5% preferential tax based
on gross income.

24,

Earnings (loss) per share

Earnings (loss) per share is computed by dividing the profit (loss) for the year by the
weighted average number of common shares outstanding during the year as follows:

30-Jun-20 30-Jun-20
Profit (loss) for the year (a) P 6,758,928 P 1,245,054
Weighted average number of shares
outstanding during the year (b) 380,000,000 380,000,000
Earnings (loss) per share (a/b) 0.0178 0.0033

25. Lease commitments

Company as a Lessee

(a) Transponder lease with APT Satellite Company Ltd.
The Company renewed its lease agreement with APT Satellite Company Ltd. to
provide transponder satellite service. The agreement is for the period of one year
which expired on May 31, 2020 and was not renewed thereafter.

(b) Lease Agreement with Clark Development Corporation
The Company leases a land it presently occupies in Clarkfield, Pampanga with Clark
Development Corporation for a period of twenty-five years up to July 10, 2020.
Pending resolution of certain terms in the contract the Company recognizes rent
expense on a year to year basis.



-14 -

(c) Staff Housing and Guest House
The Company leases its staff houses and a residential unit in Clarkfield, Pampanga.
Both leases have minimum term of one year and renewable within one year upon
mutual agreement of both parties.

Rent expense recognized in the Statements of Comprehensive Income amounted to
P2,245,127 in June 30, 2021 and P2,040,011 in June 30, 2020.

Company as a Lessor
Lease Agreement with Various Lessees
Through PLDI, the Company’s investment properties are leased out to various third
parties. The lease is for a period of one year subject to renewal upon mutual
agreement of the lessee and the lessor.

Rent income recognized in the Statements of Income amounted to P1,056,268 and
P1,600,620 as of June 30, 2021 and June 30, 2020 respectively.

26. Segment Reporting

The Company has one reportable operating segment, which is the broadband and
internet services. This is consistent with how the Company’s management internally
monitors and analyzes the financial information for reporting to the chief operating
decision-maker, who is responsible for allocating resources, assessing performance and
making operating decisions.

27. Other Matters

Effects of Covid-19 Pandemic

On March 11, 2020, the World Health Organization declared a global pandemic as a
result of increasing number of COVID-19 cases worldwide. This was followed by the
President of Philippines’ issuance of Presidential Proclamation Order No. 929 declaring
a State of Calamity in the Country from the COVID-19 outbreak.

Different quarantine classifications were imposed nationwide which resulted to
disruptions in business and economic activities and their impact on business continue to
evolve. Internally, the Company continues to adapt to these including implementation of
the following:

*  Work-from-home arrangement for certain office personnel;

» Online meetings and discussions with officers and employees;

* Use of mobile banking and online platforms for certain financial transactions;

Considering the evolving nature of this outbreak, the Company continues to monitor the
situation and will take further actions as necessary and appropriate in response to these
economic disruptions and other consequences.

Company’s Renewal of Franchise

On February 10, 2021, the House of Representatives approved on final reading of House
Bill 8551 which grants the renewal of the Company’s franchise for another 25 years.
Third and last hearing was held on May 2021 when Senate Resumes.

If enacted into law, the Company will be allowed to construct, install, establish, maintain
and operate for commercial purposes and in the public interest, communications
systems for the reception and transmissions of messages, such as but not limited to
voice, audio, data, facsimile, video, and such other radio, write, satellite, and other
means for another 25 years.



Management Discussion and Analysis of Operation

The earnings per share (EPS) are computed based on the following number of outstanding shares:

June 30, 2021 June 30, 2020
Profit for the period P6,758,28 P1,245,054
Number of Outstanding Shares 3,795,622,000 3,795,622,000
Earnings per Share P0.0178 P0.0033

Disclosures on the issuer’s interim financial report, in compliance with Philippine Financial
Reporting Standards:

1.

2.
3.

© N

10.

11.

The same accounting policies and methods of computation are followed in the interim
financial statements as compared to the most recent and previous financial statements.
There is no seasonality or cyclicality of interim operations.

There is no item that has unusual effect on asset, liabilities, equity, net income and cash
flows.

There is no change in the nature and amounts reported in prior interim periods of the current
financial year or prior financial year.

There is no issuance, repurchase nor repayment of debt and equity securities during the
interim period.

There is no dividend paid for ordinary or other shares.

Disclosure on segment revenue is not required.

There is no material event subsequent to the end of the interim period that has not been
reflected in the financial statements.

There is no change in the composition of the issuer such as business combination,
acquisition, disposal of subsidiary and long-term investment, and restructuring during the
interim period.

There is no change in contingent assets or contingent liabilities since the last annual balance
sheet date.

There is no seasonal effect that had material effect on financial condition or result of
operation except for the potential impact of the Covid-19 pandemic.

Disclosure on material events and uncertainties

1.

There is no known trend, demands, commitments, events or uncertainties that will have
material impact on the issuer’s liquidity

There is no event that will trigger direct or contingent financial obligation that is material to
the company.

There is no material off-balance sheet transaction, arrangement, obligations and other
relationships of the company.

There is no material commitment for capital expenditures.

There is no known unfavorable trend, events, or uncertainties that have material impact on
net sales except for the potential impact of the Covid-19 pandemic. .

There is no significant element of income that did not arise from the issuer’s operations.

Vertical and Horizontal Analysis

Total corporate assets remained the same from Php588 million in December 31, 2020 compared to
Php606 million in June 30, 2021. The net increase of Php18.6million (3%) in total assets arose from
the following items:

1

2.
3.
4

Increase in cash by Php28.9 million(200%).

Increase in receivables by Php784 thousand (41%).

Decrease in other current assets by Php24 thousand (-11%)
Decrease in other non-current assets by Php3.47 million (-43%)

Total liabilities increased by Php11.8 million (32%) from Php36.946 million in December 2020 to
Php48.79 million in June 30, 2021. The net increase in liabilities resulted from the following
significant items:

1.
2.
3.
4.

Increase in accounts payable and accrued expenses by Php5.27million (700%).
Increase in unearned income by Php3.9 million (54%)

Decrease in income payable by Php85 thousand (-46%).

Increase in advances from related parties by Php2.721 million (13%).



Stockholders’ equity almost the same from Php551 million as of December 31, 2020 to Php558
million in June 30, 2021. The net increase of Php6.7 million resulted from the net income during the
quarter ending June 30, 2021.

Total revenue increased from Php19.2 million as of June 30, 2020 to Php29.1 million as of June 30,

2021.

Direct costs increased from Php16.757 million in the 2nd quarter ending June 30, 2020 to Php20.8
million (24%) in the 2nd quarter ending June 30, 2021. The net increase arose from the following

accounts:

1. Transponder lease increased by P3.7 million (68.8%) from Php5.4 million to Php9.1 million

2. Rental increased by Php205 thousand (10%) from Php2.0 million to Php2.2 million.

3. Salaries, wages and other benefits decreased by Php20 thousand (-8%) from Ph757
thousand to Php694 thousand.

4. Utilities and communication decreased by Php41 thousand (-8%) from Php493 thousand to
Php452 thousand.

5. Transportation and travel increased by Php148 thousand (75%) from Php1197 thousand to
Php345 thousand.

6. Security services increased by Php30 thousand (12%) from Php234 thousand to Php264
thousand.

7. Insurance increased by Php36 thousand (61%) from Php59 thousand to Php96 thousand.

8. Taxes and licenses decreased by Php6 thousand (-24%) from Php27 thousand to Php20

thousand.

Administrative expenses increased from Php429 thousand for the 2nd quarter ending June 30, 2020
to Php951 thousand (79%) in the 2nd quarter ending June 30, 2021.The net increase arose from
the following account:

abrwnN -~

Permits, taxes and licenses decreased by Php42 thousand (-12%).
Legal and professional services increased by Php132 thousand (152%)
Office supplies increased by 75 thousand (297%)

Repairs and maintenance increased by Php185 thousand (100%)
Miscellaneous expenses increased by Php72 thousand (103%).

The following are 7 (seven) key performance and financial soundness indicators of the company:

Current Ratio Calculated ratio of current assets into current liabilities. Indicates the

ability of the company to finance current operations without need for
long term capital

Debt-to Equity Ratio Calculated ratio of total debt into total equity. Indicates the level of

indebtedness of the company in relation to buffer funds provided by
equity against any operating losses. Also indicates the capacity of
the company to absorb or take in more debt.

Asset-to-Equity Ratio Calculated ratio of total asset into total equity. Indicates the long-

term or future solvency position or general financial strength of the
company.

Interest Rate Coverage Calculated ratio of earnings before interest and taxes into interest

Ratio expenses. Indicates the ability to meet its interest payments.

Gross profit Margin Calculated ratio expressed in percentage of the gross margin into
total revenues. Indicates the ability of the company to generate
margin sufficient to cover administrative charges, financing charges
and provide income for the stockholders.

EBITDA Calculated earnings before income tax, and non-cash charges.
Indicates the efficiency of the company in generating revenues in
excess of cash operating expenses.

Net Income to Sales Calculated ratio of net income into total revenues. Indicates the

Ratio, and Earnings per efficiency of the company in generating revenues in excess of cash

Share operating expenses and non-cash charges, and the ability of the

company to declare dividends for stockholders.


















