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REPORT OF INDEPENDENT AUDITORS

The Stockholders and Board of Directors
Century Peak Holdings Corporation and Subsidiaries
Units 1403 - '1404 Equitable Tower Bank Condominium
8751 Paseo de Roxas, Salcedo Village
Makati City

Opinion

We have audited the consolidated financial statements of Century Peak Holdings
Corporation and Subsidiaries (formerly Century Peak Metals Holdings Corporation and
Subsidiaries) (the "Group"), which comprise the consolidated statements of financial
position as at December 31 ,2020 and 2019, and the consolidated statements of
comprehensive loss, consolidated statements of changes in equity and consolidated
statements of cash flows for each of the three years in the period ended December 3'1,

2O20, and notes, comprising a summary of significant accounting policies and other
explanatory information.

ln our opinion, the accompanying consolidated financial statements present fairly, in all

material respects, the consolidated flnancial position of the Group as at December 31,

2020 and 2019, and its consolidated financial performance and its consolidated cash
flows for each of the three years in the period ended December 31, 2020, in accordance

with Philippine Financial Reporting Standards (PFRS).

Basis for Opinion

We conducted our audits in accordance with the Philippine Standards on Auditing

(PSAs). Our responsibilities under those standards are further described in the Auditors'

Responslbi/rtles for the Audit of the Consolidated Financial Statements section of our

report. We are independent of the Group 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 consolidated financial statements in the

Philippines, and we have fulfllled our other ethical responsibilities in accordance with the

Code of Ethics. We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our audit opinion.

Firm Regulatory Regrslralion & Accreditalion:

PRC-BOA Registralion No. 0003. valid until Novembet 21 2023

SEC Accredilaiion No. OOO3-SEC, Group A, valid for live (5) yoars covering lhe audit of 2020 to 2024

finsncial slalem6nls (2019 tinsncial slalemenls are covered by SEC Accr€ditation No. 0004_FR-5)

lC Acc.ediialon No. OOO3-IC, Group A, valid for live (5) yeals covering lhe audit o12020 to 2024

finafcial slatements (2019linanciel sbtomenls are covered by lC Circular Letter (CL) No- 2019_39 I

gip ,r""r"Oit"tion Ho bOO3-BSP. Grouo A vahd for live (5) Years covenno lhe sudit of 2020 to 2024



Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the consolidated flnancial statements of the current period.
These matters were addressed in the contelit of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters.

Capital Expenditures of the Cement Plant Project (the "Project") (P2.8 billion)

Refer to Note 8 to the consolidated financial statements. The Group's accounting
policy with respect to the capitalization of property, plant and equipment is included
in Note 3, Significant Accounting Policies, to the consolidated financial statements.

The risk: The Group registered its Cement Plant Project (the "Project") with the
Board of lnvestments (BOl)to avail of various tax and operating incentives. The
Project has a required start of commercial operation not later than October 2021
(as extended by the BOI in consideration of the Coronavirus Disease 2019 or
'COVID-19" pandemic). During 2020, total expenditures for the project amounted to
Pl .9 billion. As at December 31 , 2020, the carrying amount of the project is
P2.8 billion. The significant volume of transactions related to the construction,
together with the use of manual recording of expenditures, and monitoring of work
completion by various engaged contractors, increase the susceptibility of financial
reporting to the risk of errors. ln addition, the requirement from the BOI for the
completion of the Project's capital expenditures within the timetable agreed may
impose pressure on the Group to recognize expenditures for the project prior to
satisfaction of all the required recognition criteria under Philippine Accounting
Standard 16, Propefty, Plant and Equipment.

Our response: Our audit procedures included, among others: assessment of the
design and effectiveness of internal controls in respect with the asset capitalization;
assessment of the existence and progress of construction activities through conduct
of virtual site visit, external project status confirmation from the contractors engaged
by the Group; review of contract provisions; and testing of capitalized expenditures
on a sampling basis by vouching documents such as invoices, contracts, delivery
receipts, official receipts and completion report.

Recoverable Value of Explored Mineral Resources (P1 .6 billion)

Refer to Note 9 to the consolidated financial statements. The Group's accounting
policy with respect to the explored mineral resources is included in Note 3,
Significant Accounting Policies, to the consolidated financial stetements.

The risk: The assessment of the recoverable value of explored mineral resources
requires estimation and assumptions on the quantity of nickel ores that can be
extracted from the mine site. Changes to assumptions could lead to material
changes in the estimated recoverable amount of explored mineral resources.

KPMG
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Our response: Our audit procedures included, among others: assessment of the
competence, objectivity, capabilities and scope of work of the expert engaged by the
Group by performing independent background check and examination o-f t6e resutt
of the expert's work; evaluating the appropriateness of the estimation method
applied by the expert by comparing with the acceptable methods commonly used by
the companies in the mining industry; testing the existence, completeness ind
accuracy of the reported nickel ores e)tracted during the year which reduced the
reserves estimates by obtaining a stock validation report from Mines and
Geosciences Bureau and examination of the extraction reports from the contractor
engaged by the Group; assessment ofthe Group,s key assumptions on the
technological, market, economic and legal environment that may have an effect on
the estimated nickel ore reserves through the conduct of independent research and
comparison with extemal information; and evaluating the adequacy of the note
disclosures, including disclosures of key assumptions, judgments and sensitivities.

Emphasis of Matter

we draw aftention to Note 1 to the consolidated financial statements which discusses
the uncertainty related to the outcome of regulatory actions on the application for the
renewal of the Mineral Production Sharing Agreement for the casiguian Nickel project
of century Peak corporation (cPC), a subsidiary of century peak Holdings corporation.
Our opinion is not modified in respect of lhis matter.

Other lnformation

Management is responsible for the other information. The other information comprises
the information included in the SEC Form 20-ls (Definitive lnformation statemeni), sEC
Form '17-A and Annual Report for the year ended December 3.1 , 2020 but does not
include the consolidated financial statements and our auditors' report thereon. The SEC
Form 20-lS, SEC Form l7-A and Annual Report for the year ended December 31,2020
are expected to be made available to us after the date of this auditors' report.

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

ln connection with our audits of the consolidated 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
consolidated financial statements or our knowledge obtained in the audits or othenivise
appears to be materially misstated.

ResponsrbrTdles of Management and Those Charged with Governance for the
Consolidated Financial Statements

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

ln preparing the consolidated financial statements, management is responsible for
assessing the Group's ability to continue as a going concern, disclosing, as applicable,

matters related to going concern and using the going concern basis of accounting unless

management either intends to liquidate the Group or to cease operations, or has no

realistic alternative but to do so.
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Those charged with governance are responsible for overseeing the Group's financial
reporting process.

Auditors' Responslb/r?ies for the Audit of the Consolidated Financiat Statements

Our objectives are to obtain reasonable assurance about whether the consolidated
financial statements as a whole are free from material misstatement, whether due to
fraud or error, and to issue an auditors' 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 aggregate, they could reasonably be expected to influence the economic decisions
of users taken on the basis of these consolidated financial statements.

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 Group's internal control.

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

Conclude on the appropriateness of management's use ofthe 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 Group's ability to continue as a going concern. lf we conclude that a material
uncertainty exists, we are required to draw attention in our auditors' report to the
related disclosures in the consolidated 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 auditors' report. However, future events or
conditions may cause the Group to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the consolidated financial

statements, including the disclosures, and whether the consolidated financial

statements represent the underlying transactions and events in a manner that

achieves fair presentation.

a

a

Obtain sufiicient appropriate audit evidence regarding the financial information of the

entities or business activities within the Group to express an opinion on the

consolidated financial statements. we are responsible for the direction, supervision

and performance of the group audit. we remain solely responsible for our audit

opinion.

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

. ldentify and assess the risk of material misstatement of the consolidated flnancial
statements, whether due to fraud or error, design and perform audrt 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 resutting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.
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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 communicate with them
all relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, actions taken to eliminate threats or safeguards
applied.

From the matters communicated with those charged with governance, we determine
those matters that were of most significance in the audit of the consolidated tinancial
statements of the current period and are therefore the key audit matters. We describe
these matters in our auditors'report unless law or regulation precludes public disclosure
about the matter or when, in exremely rare circumstances, we determine that 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.

The engagement partner on the audit resulting in this independent auditors' report is
Vernilo G. Yu.

R.G. MANABAT & CO.

ILO G. YU
Partner
CPA License No. '108798

SEC Accreditation No. 1815-A, Group A, valid until August 20, 2023
Tax ldentifi cation No. 225454-652
BIR Accreditation No. 08-001987-35-201 8

lssued September 20,2018; valid until September 19,202'l
PTR No. MKI- 8533924

lssued January4,2021 al Makati City

May 17 ,2021
Makati City, Metro Manila
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STATEMENT OF MANAGEMENT'S RX,SPONSIBILITY

FOR FINANCIAL STATEMENTS

The Management of CENTURY PEAK HOLDINGS CORPORATION AND SUBSIDIARIES
(the "Company") is responsible for the preparation and fair presentation ofthe financial statements including

the schedules attached therein, for the years ended December 31.-2020 and 2019, in accordance with the

prescribed financial reporting framework indicated therein, and for such intemal control as Management

determines is necessary to enable the preparation of financial statements that are fie€ fiom material

misstatement, whether due to fraud or error.

la preparing the financial statements, Management is responsible for assessing the Company's ability to

continue as a going concern, disclosing as applicable matters related to going concem and using the going

concem basis of accounting unless Management either intends to liquidate the Company or to cease

operations, or has no realistic alternative but to do so.

The Board of Directors is responsible for overseeing the Company's financial reporting process.

The Board ofDirectors reviews and approves the financial statements including the schedules attached therein

and submits the same to the Stockholders.

R.G. Manabat & Co,, the independent auditor appointed by the Stockholders, has audited the financial

statements of the Company in accordance with Philippine Standards on Auditing, and in its report to the

Stockholders, has expressed its opinion on the faimess ofpresentation upon completion ofsuch audits.

. Kf,NG
Chairman of the Board/President

#r'#,."
Assistant Corporate Secretary/Treasurer

Signed this 146 day of April 2021

ooc. No.
t
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CENTURY PEAK HOLDINGS CORPORATION AND SUBSIDIARIES
(Formerly Centurv Peak Metals Holdings Corporation and Subsidiaries)

CONSOLID ATED STATEMENTS OF FINANCIAL POSITION

December 3'l

2020 2019

ASSETS

Current Assets
Cash

lnventories
Other current assets - net

4

5
6

P90,465,461
304,939,1 12

P71,082,221

226,959,760
't11 347 7il 49 058 007

Total Current Assets 506,752,337 347,099,988

Noncurrent Assets
lnvestrnent properties

Property and equipment - net
Explored mineral resources - net
Defened exploration msts
Defened tax assets - net
Other noncurrent assets - net

7

I
I

10

17

11

21,$72,505
3,372,927,458
1,599,695,314

49,951,s48
8,534,853

149,056.944

21,872,505
1,819,776,754
1 ,625,150,198

44,671,U8
8,534,853

98,748,532

Total Noncurrent Assets 5,202,038,622 3,618,754,390

P5,708,790,959 P3,965,854,378

LIABIL]TIES AND EQU]TY

Curront Liabilltles
Accounts payable and other cunent liabilities
Oue to related parties

lncome tax Davable

12,20
19,20

P'l,536,203,225
1,870,494,374

401,719

P126,218,694
1,263,466,183

598,261

Total Current Liabilities 3,407,099,318 1,390,283,'t38

Noncurrent Liabilities
Provision for site rehabilitation
Other noncurrent liability

13

20
18,322,656

1,046,325
16,759,276

Total Noncurrent Liabilities 19,368,981 16,759,276

Total Liabilities 3,426,468,299 1,407,042,414

Equity Attrlbutable to Equity Holders
of the Parent

Capital stock
Additional paid-in capital
Deficit

18 2,820,330,450

1 ,931,550
(517,980 ,108)

2,820,330,450
1,93'1,550

(251,515,249)

Total Equity Attributable to Equity
Holders of the Parent

Noncontrollinq lnterest

2,304,281,892

(21,959,232)

2,570,746,751

(11,934,787\

Total Equity 2,282,322,660 2,558,811,964

See Notes lo t e Con sdidated Financial StatemenL.

M

P5,708,790,959 P3,965,854,378

A
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CENTURY PEAK HOLDINGS CORPORATION AND SUBSIDIARIES
(Formerly Century Peak Metals Holdinqs Corpora tion and Subsidiaries)

CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

Years Ended December 31

,Vore 2020 2019 2018

REVENUES

COSTS AND EXPENSES
Cost of sales
Operating expenses
Depletion of explored mineral

resources
Loss on disposal of property

and equipment

14 P77,'.t17,237 p153,479,257 p36,762,232

1\

16

9

I

(57,031,267)
(95,682,744)

(25,4il,88/1

(173,4O1,6171

(101,401,713)
(93,920,997)

(33,932,956)
(85,s84,169)

(27,O42,O97') (15,639,815)

LOSS BEFORE OTHER
lNcoME (CHARGES) (l274,456,27sl. (68,885,550) (98,394,708)

oTHER TNCOME (CHARGES) -
Net

lnterest expense
Foreign exchange loss
lnterest income

8, 13

20
4, 11

(1,s63,380)
(202,7621

134,832

(1,s63,380)
(3,068,418)

280,013

(1,ss1,132)
(3s,552)
5'l,632

(1,631,310) (4,351,785) (1,535,052)

LOSS BEFORE INCOME TAX (276,087,58s) (73,237,335) (99,929,760)

INCOME TAX EXPENSE
(BENEFIT)

Current
Deferred

10'l ,7 19 1 ,O41 ,551 93,098
(5s4,702)

17 401,719 1,041,55't (461,604)

NET LOSS/TOTAL
COMPREHENSIVE LOSS (P276,489,304) (P74,278,886) (P99,468,1s6)

Total Comprehensive Loss
Attributable to:

Equity holders of the Parent

Company
Noncontrollinq interest

(P266,464,859)

no,024,4,/,51

(P7 2,57 2,7 61) (P95,804,41 7)
18 (1,706.125) (3,663,739)

(P276,489,304) (P74,278,886], (P99,468,156)

Loss Per Share

Basic/diluted 21 (P0.0945) (P0.0257) (P0.0339)

See Notes to fhe Consolidated Financial Statements.



CENTURY PEAK HOLDINGS CORPORATION AND SUBSIDIARIES
(F Centu4y Peak Metals Holdings Co and Subsidia ries)

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31 ,2020,2019 AND 2018

Equity Attributable to Equity Holders of the Parent Company

GapitalStock

Additional
Paid-in
Capital Deficit Total

Noncontrolling
lnterest TotalEquitv

Balance at January 1, 2018 P2,920,330,450 p1,931,550 (pg3,.139,071) p2,739,123,929
Net loss/total comprehensive loss for the yqql 411 (95,804,41 7)

(P6,564,923)
(3,663,739)

P2,732,559,006
(99,468,156)

Balance at December 31,2018
Net loss/total comprehensive loss for

2,820,330,450 1,931,550 (178,942,488)

761)
2,643,3',19,512

(72,572,761
(1O,228,662)

(1,706,1251
2,633,090,850

(74,278,8861

Balance at December 31, 2019
Net loss/total comprehensive loss for the year

2,820,330,450 1,931,550 (251,515,249)
(266,464,959)

2,570,746,751 (11,934,787)

fil.024.445\
2,559,91 '1,964

Q76.489.304\(266,464,859)
Balance at December 31,2O2O P2,920,330,450 pl,931,550 (p517,990,109) p2,304,291,992 (P21,959,232) P2,282,322,660

See Notes to the Consolidated Financial Starernenls.



CENTURY PEAK HOLDINGS CORPORATION AND SUBSIDIARIES
Formerly Centu ry Peak Metals Holdings Corporation and Subsidiaries)(

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31

A/ote 2020 2019 2018

CASH FLOWS FROM
OPERATING ACTIVITIES

Loss before income tax
Adjustments for:

Loss on disposal of property
and equipment

Depletion of explored mineral
resources

lmpairment loss on property

and equipment
Depreciation, amortization

and depletion of property
and equipment

lnterest expense
Unrealized foreign exchange

IoSS

lnterest income
lmpairment loss on other

cunent assets and input
value-added tax (VAT)

(P276,087,58s) (p73,237,335) (p99,e2e,760)

173,4U,617

25,4*,8U

18,220,162

27,042,097 15,639,815

o

o

8, 16

I
8, 13

13,494,756

1,563,380

202,762
(134,832)

24,091,035

1,563,380

3,068,418
(280,013)

18,608,821

1,55't,132

20
4, 11

35,552
(51,632)

6, 11 12,597,166
Operating loss before working

capital changes
Decrease (increase) in:

lnventories
Other cunent assets

lncrease (decrease) in

accounts payable and other
cunent liabilities and other
noncurrent liabilitv

(43,881,8s6) (s,1s5,252) (U,146,072)

(40,919,420)

(62,289,7s7)
7,107,878
9,197,940

(73,701,745)
(31,291,957)

1.41 1.030,856 (33.397 ,025) 85,836,568
Net cash provided by (used in)

operations

lncome taxes paid

lnterest paid

lnterest received
I

4, 11

1,263,939,823
(5e8,261)

134,832

(22,246,459)
(536,388)

(4,049)

280,013

(83,303,206)

1\14,042,862)

(54,552)

51,632

Net cash provided by (used in)

operating activities 1,263,476,394 (22,506,883) (97,348,988)

Forwad



Years Ended December 31

/Vote 2020 2019 2018

CASH FLOWS FROM
INVESTING ACTIVITIES

Acquisition of property and
equipment

Acquisition of investment
properties

lncrease in defened exploration
costs

lncrease in other noncurrent
assets

11,87 1,7 41,2731 (s46,374,258)

- (244,880,456)

(5,280,000)

I (27,918,413)

(270,533,365)

(359,6ee)

(3,625,855)

7

10

{50.308,41 2l (13,037 458)

Cash used in investing activities (1,930,329,6S5) (604,292,172) 1302,437,332)

CASH FLOW FROM A
FINANCING ACT]VITY

Advances received from related
parties 19 686,439,293 628,166,099 431,094,303

NET INCREASE IN CASH

EFFECT OF EXCHANGE
RATE CHANGES IN CASH

CASH AT BEGINNING OF YEAR

19,586,002 1 ,367,044 31,307,983

(2o2,762)

71,082,221

(3,068,418) (35,552)

41,511 ,16472,783,595

CASH AT ENO OF YEAR 4 P90,465,461 P71,082,221 p72,783,595

Sao Notes lo th€ Consolidated Financial Statements.



CENTURY PEAK HOLDINGS CORPORATION AND SUBSIDIARIES
(Formerly Centu ry Peak Metals Holdings Gorporation and Subsidiaries)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

L Reporting Entity

Century Peak Holdings Corporation (CpHC or the .parent 
Company',), was

incorporated .and registered with the philippine Securities und er."nrnle
Commission (SEC) on December 30, 2003. The parent Company is primarily
engaged in promoting, operating, managing, holding, acquiring oi investing in
corporations or entities that are engaged in mining activities or mining+elited
activities.

On November 11, 2019, the SEC approved the change in the parent Company,s

99rp9ral9 name to Century Peak Holdings Corporation, formerly Century' peik
Metals Holdings Corporation. On the same date, the parent Compahy also o'btained
a certificate of filing from sEC for the Amendment of its Articles of lncorporation by
introducing the Parent Company's secondary purpose which is to engage in and
carry on general construction and construction related activities, land reclamation
and development activities in the Philippines, real estate development or any real
estate related activities, mining activities and mining related activities, powei and
energy activities and power and energy related activities.

The Parent Company listed its common shares of stock with the philippine Stock
Exchange (PSE) on October 6, 2009.

The Parent Company operates as the holding company of the following subsidiaries:

Percentage of Ownership (.)

Direct lndirect
Century Peak Corporation (CPC)

Century Peak Minerals Development Corp. (CPMDC)(")
Century Peak Cement Manufacturing Corp. (CPCMC) (")

Century Sidewide Smelting lncorporated (CSSI) {b)

Century Hua Guang Smelting lncorporated (CHGSI)(b)

100.00

100.00
100.00

60.00
55.00

t4Basad on the Parenl Company's interest in the,bsued and outstanding shares of the subsidiades as al
Decembet 31 , 201 I dnd 201 I

/b/CSS/ and CHGS, ha ve not Wt statled commercial operations.
E)-CPMDC and CPCMC were incoryo@ted ln 2015 and have not yet staded commercial opealons.
tdtowned by lhe Parent Company through CPC.

Century Summit Canier, lnc. (cscl) c) 80.00

The registered office address of the Parent Company and its subsidiaries
(collectively referred to as the "Group") is at Units 1403 - 1404 Equitable Tower Bank
Condominium, 8751 Paseo de Roxas, Salcedo Village, Makati City.



The Parent Company's subsidiaries were all incorporated in the Philippines and

registered with the SEC. Their principal activities are as follows:

CPC lnvest in and engage in the business of land reclamation
and development in the Philippines; and to purchase,

subscribe for, or othenrrise acquire, own, hold, use, sell,
assign, transfer, mortgage, pledge, exchange or
otherwise dispose of real and personal property of every

kind and description, including shares of stock, bonds,

debentures, notes, evidences of indebtedness, and other
securities, contracts or obligations of any corporation or
corporations, association or associations, domestic or
foreign, involved in land reclamation. CPC's secondary
purpos es include mininq.

CHGSI lnvest in and engage in the business of operating and

mining of any mineral resources in the Philippines such

as iron, ore, copper, gold, silver, lead, manganese,

chromite nickel etc.

CSSI

waste disposal system

CPMDC Engage in the business of operating and mining any

mineral resources in the Philippines, such as limestone,

lime, silica, iron ore, copper, gold, silver, Iead,

manganese, chromite, nickel, among other minerals,

both metallic and non-metallic; prospecting, exploring,

milling, concentrating, converting, smelting, treating,

refining, manufacturing, and preparing for market,

whether export or domestic, such mineral resources and

producing and dealing in all its products and by-products

of every kind and description and by whatsoever
process, the same can be or may hereafter be produced.

CPCMC Engage in the business of manufacture, production and

merchandising, whether export or domestic, of cement,

cement products and by-products, including its

derivatives and any and all kinds of minerals and building

materials.

CSCI Engage in the business of operating barges, steamships,

motorboats and other kinds of water crafts for the

transportation of carqoes and Dassenqers.

Mineral Ri hts of CPC

The table below summarizes CPC's mineral rights:

Tenement Designation

Area Covered
(in Hectares) Location

Mineral Production Sharing

Agreement (MPSA) 01 0-92-X

M PSA-283-2009-Xl I l-SMR

Application for Mineral

Production Sharing Agreement

Casiguran, Loreto, Dinagat
lslands

Libio (Albor), Dinagat lslands

Acoje, Loreto, Dinagat lslands

1 ,198

3,188
718

(APsA) 086-Xlll

lnvest in and engage in the business of operating and

mining of any mineral resources in the Philippines and to

engage in the business of managing, administering solid



MPSA-010-92-X or the "Casiguran Nickel Project," was acquired by CPC from
Casiguran l\,,lining Corporation by virtue of a deed ot assignment on May 29, 2006,

which was approved by the Oepartment ol Environment and Natural Resources
(DENR) on December 11, 2006. ln addition, l\.1PSA-283-2009-Xlll-SMR or the "Rapid

City Parcel ll Prospect" ("Rapid City") was approved by the DENR on June 19, 2009.

The Acoie Proporty is covered by APSA-086-xlll and Environfiental Compliance
certificate (ECC) No.008-345-301C. APSA486-Xlll was applied with the [rGB on

July 5, 2004. APSA-086-Xlll is still under final evaluation with the lvines and

Geosciences Bureau (MGB) Central Office as at December 31, 2020 and 2019.

DENR [rinino Audit
Mining Audit
On a letter dated October 3, 2016, the DENR notified CPC of the results, tindings

and recommendations of the mining audit conducted for the operations in Loroto and

Libjo, Dinagat lslands pursuant to the DENR Memorandum Circular No. 2016-01

regarding Audit of All Operating Mines and Moratorium on New lllining projects

issued on July 29, 2016.

On a letter dated October 25,2016, CPC responded by submitting a complete

update on the DENR recommendations and changes implemented by CPC.

On January 16,2017, a Memorandum to the Secretary, was submitted by the

DENR'S Technical Review Committee, which is tasked to review the resulls of the

mining audit report and submitted comments and explanation of CPC,

recommending the suspension of the CPC'S Environmental Compliance Certificate

(ECC), Ore Transport Permit and/or Mineral Export pormit pertaining to its mining

operations in Loreto and Libjo, Oinagat lslands and fined CPC for various violations.

On February 2,2017,lhe DENR released a list of mining flrms for closure and

suspension. CPC was excluded on the aforementioned list.

CPC has not received any formal letter from the DENR pertaining to the suspension

of its ECC, Ore Transport Permit and/or l,lineral Export permit.

On February 15, 2018, DENR issued a list ol companies with denied or rejected

NilPSA. CPHC or any of its subsidiaries is not included in the mentjoned report

The Smeltina Plant Proiect

CHGS'
CHGSI was registered and incorporated with the SEC on January 14' 2008. The

principal activities of CHGSI are to invest in and engage in the business of operating

and mining mineral resources in the Philippines such as iron ore, copper, gold, silver,

lead, m;nganese, chromite, nickel, etc; prospecting, exploring, milling,

concentrating, converting, smelting, treating, refining, and manulacturing; preparing

for the mark;t, whether export or domestic; and produdng and dealing in all its

products and by-products of every kind and description and by whatsoever process

the same can be or may be hereafter be produced.

On October 28, 2009, CHGSI was registered with Philipplne Economic zone

Authority (PEZA) under Republic Act (RA) No. 7916 as an ecozone export enterprise

engaged in the production of fenGnickel (pig iron) at the Leyte lndustrial

Development Estate - Special Economic Zone (LIDE-SEZ).



As a PEzA-registered entity, CHGSI is subject to a 5yo tax on gross income less

allowable deductions, as defined in RA No.7916, as amended by RA No. 8748, in
lieu of all national and local taxes, after the four-year income tax holiday (lTH) period.

The ITH will commence when CHGSI starts its commercial operations. As at
December 31, 2020, CHGSI has not yet started its operation.

On November 9, 2010, CHGSI has received its Environment Compliance Certificate

No. '1003-0011, issued by the Environmental Management Bureau authorizing the

CHGSI'S installation of a coking coal plant in LIDE-SEZ.

On March 1, 201 1, CHGSI's application with PEZA for its proposed coking coal plant

was approved. The said project shall be a support system for its ferro-nickel smelting

plant. On the same date, CHGSI entered into a supplementary agreement with PEZA

for the project timetable of its coking coal production in LIDE-SEZ, in which

commercial operations will start from July 2011 to July 2012. CHGSI has requested

for an extension of such timetable.

css,
ln 2011, the Parent Company entered into a partnership with Sidewide Resources

(H.K.) Limited, a subsidiary of Chaoyang Saiwai Mining Co., Ltd of P. R. China., a

group that owns an iron powder processing plant, electric furnace smelting plant, and

primarity does mineral ore trading. lt is the Parent Company's plan to set up electric

furnaces in the future to enhance the production of its nickel pig iron. From this

formed partnership, CSSI is incorporated.

As at December 31,2020 and 2019, CSSI has not yet started with its commercial

operation.

Mininq ODerations
CPC has mining activities in selected areas covered by its MPSA in the province of

Dinagat lslands.

There are two Geologic Resource Evaluation Reports dated 2010 for the Casiguran

Nicket Project and a Resource Evaluation Report for the Rapid City Parcel ll

Prospect, which were prepared by Dr. Carlo A. Arcilla, a licensed geologist and an

accredited competent person in accordance with the definition of the Philippine

Mineral Reporting Code.

Based on the reports, the Casiguran Nickel Project and Rapid City Parcel ll Prospect

have a combined indicated and measured resource of 9,897,000 dry metric tons

(DMT) with a grade of 1.02% nickel (at 0.8% nickel cut-off) and 9,067,000 DMT with

a grade oI 1.07o/o nickel (at 0.8% nickel cut-off), respectively. These represent

lOO,OOO metric tons of pure nickel and 3,500,000 tons of iron and 90,000 tons of

pure nickel and 3,800,000 tons of iron for the Casiguran Nickel Project and Rapid

City Parcel ll Prospect, respectively, subject to mining plans and metal recovery

parameters.

CPC looks forward to continue developing and exploring these mineral properties

either on its own or with joint venture partners.



Extension of Mineral Production Shaing Agrcement (MPSA) 010-92-X
(Ca sigura n N ickel P Aect)

On May 6, 2017, CPC'S MPSA No. 010-92-X expired. lts renewal application with the
MGB Regional Ofiice No. Xlll which was filed on May 11, 2016, is still pending as at
December 31, 2020.

Since 2018, MGB has been issuing an annual certification that CPC is a holdor or
operator of valid and subsisting mining tenements subject for renewal. The latest
issuance by l\,lGB of said certification was on February 4,2021.

Key developments on the subject application as at reporting date are, as follows:

On September 12, 2017, MGB Regional Office No. Xlll through its letter,

informed CPC that its application has not been endoGed to MGB Central Office
forlurther review and evaluation pending the remaining mandatory requirements;

MGB issued an annual certification dated April 5,20'18, stating that CPC is a
holder/operator of valid and subsisting mining tenements subiect for renewal;

CPC received a letter dated July 31, 2018 which provides a "New Template of
Checklist of MPSA Renewal Application" that clarifies the remaining

requirements for the renewal of its expired l\,lPSA;

As at December 31, 2018, CPC'S outstanding requirements to MGB pertains to
its outstanding municipal tax business obligation with the Municipality ol Loreto,

Dinagat lsland.

On February 27, 2019, the Municipality of Loreto, Dinagat lslands issued a letter

addressed to CPC for the latter's municipal business tax obligation amounting to

P7,780,416 lor the taxable years ended December 3'1, 20'16 to 2018;

On December 17,2019, CPC obtained a certillcalion from the lvlunicipality of

Loreto, Dinagat lslands stating that CPC has tully paid its municipal business tax

obligation forthe calendar years 2016 to 2019;

On March 13, 2020, a teleconlerence with lrGB Regional Office No. Xlll was

initiated by CPC to make various clarifications regarding the remaining reportorial

requiremonts of CPC in relation to the renewal ot the expired IVPSA. CPC was

advised to re-submit all the reportorjal requirements for application of renewal of

MPSA;

On April 3, 2020, all reportorial requirements for the application for MPSA

renewal were re-submitted at the l\rGB Regional Offce No. Xlllfor its review and

endorsement to MGB Centrai Office.

On October 2, 2020, irGB Regional Office No. Xlll endorsed the renewalto the

l\.4G8 Central Office.

Developments afrer Decembet 31, 2020

On January 20, 2021, MGB Regional office No. Xlll, through the mandate MGB

Central Ofiice, required CPC to submit an updated certification requirements and

compliance monitoring forthe years 2017 to 2019. Afterwards, t\rGB Regional Office

No. Xlll will perform feldwork for the Tenement, Safety and Health, Environment,

and Social Development (TSHES) Monitoring at the mine site to verify the updated

cenification requirements and compliance.



On April6,2021, MGB has communicated to CPC tho scheduled TSHES Nronitoring

and it was conducted on April 12 to 14,2021 fot the verification of the updated
certification requirements and compliance.

MPSA renewal would depend on the approval of MGB Central Office. CPC is still
waiting for further instruction from MGB Regional Office No. Xlll.

Given the aforementioned developments on its renewal application, the management
believes that MGB will approve the renewal of the MPSA.

The Cement and Limestone Proiect

Through a Joint Operating Agreement (JoA) executed between Philippine Mining

Development Corporation (PMDC) and CPC dated December 10, 20'10, with a term

of 25 years, the Group has 4,795 hectares in Pinamungahan, Cebu to mine

limestone. An initial resource assessment conducted in 2012 on an 81-hectare area

estimate as indicated limestone resource of 34,000,000 metric tons (see Note 22).

ln April and July 2015, the Group was able to obtain the ECC for the Cement

PlanuPower Plant and Limestone Quarry Project, respectively.

On September 29, 2015, through a Deed ofAssignment executed between CPC and

CPMDC, CPC assigned its rights over the JOA with PMDC to CPMDC. Through the

assignment, CPMDC will handle the Pinamungahan Limestone Ouarry Project and

will take over from CPC the implementation of its obligations and commiknents under

the subject JOA.

On July 10,2019, the MGB approved the Declaration of Mining Projecl Feasibility

(DMPF) under the JOA. The approval shall authorize CPC to proceed to the

development and operating periods under the JOA by and between PMDC and CPc

including the extraction and commercial disposition o, limestone, pozzolan and other

associated minerals in the entire contract area.

As at December 31, 2020, CPC is preparing the requirements of MGB to process the

assignment.

The pre-operation activities are ongoing as at December 31, 2020.

Registration of CPCMC with the BOI

On January 22, 2018, CPCMC was registered with the Board of lnvestrnents (BOl)

with Certificate of Registration No. 2018-015, on its cement plant project at Barangay

Sacsac, Pinamungahan, Cebu, as a new producer of cement on a Non-Pioneer

Status underthe Omnibus lnvestments Code of 1987 (Executive Order No. 226).

As a Bo|-registered entity, CPCI,IC is entilled to the following incentives, among

others:

a. ITH for four (4) years lrom October 2020 or actuai start of commercial

operations, whichever is earlier but in no case earlier than the date of

registration;

b. lmporta$on of capital equipment, spare parts and accessories at zero duty under

Executive Order No. 22 and its lmplementing Rules and Regulatjons only

equipment directly needed and exclusively used in its operations shall be entitled

to capital equipment incentives;



c. Additional deduction from taxable income of fifty percent (50%) of the wages
corresponding to the increment in number of direct labor for skilled and unskilled

workers in the year of availment as against the previous year, if the project meels
the prescribed ratio of capital equipment to the number of workers set by the
BOl. This may be availed of for the first five (5) years from the date of registration
but not simultaneously with ITH;

d. lmportation of consigned goods equipment for a period of ten (10) years from

date of registration, subject to posting of re-export bond;

Tax credit equivalent to the national intemal revenue taxes and duties paid on

raw materials and supplies and semi-manufactured products used in producing

its export product and forming part thereof for a period of ten ('10) years from the
start of commercial operations.

e

Request for amendment of the date of start of commercial operations for
purposes of determining the reckoning date of the ten (10) year period, shall be

filed within one (1) year from the date of committed start of commercial

operations;

f. Exemption from wharfage dues, and any export tax, duty, impost and fee for a
period of ten (10) years from date of registration;

g. Employment of foreign nationals. This may be allowed in supervisory, technical

or advisory positions for five (5) years from the date of registration. The
president, general manager and treasurer of foreign-owned registered

enterprises or their equivalent shall not be subject to the foregoing limitations;

h. Simplification of customs procedures for the importation of equipment, spare

parts, raw materials and supplies.

Due to the spread of the Corona Virus Disease (COVID-19) in 2020 and pursuant to

Article 7 (14) of Omnibus lnvestrnents Code of 1987 (Executive Order No.226),

BOI's Board Resolution No. 10-03 (Series of 2020) and BOI's Board Resolution

No. 32-08 (Series of 2020) or the 'Support to Registered Proiects Affected by the

Taal Volcano Eruption and COVID-19 Pandemic", BOI granted the movement of the

ITH's start date ftom October 2020 to October 2021 or ac'tual start of commercial

operations, whichever is earlier.

On January 26, 2021, CPCMC received a letter from BOI affirming the movement of

the ITH's start date from October 2020 to October 2021 ot aclual start of commercial

operations, whichever is earlier.

csc/
On April 10, 2018, GSCI was registered with the Maritime lndustry Authority with

Certificate No. DSO-2006-003-042 (2018) under Marina Circular 2006-003, which is

valid until April 9, 2021.

As at report date, the Company is still in process of the renewal



2. Basis of Preparation

Statement of Comoliance
The consolidated financial statements have been prepared in compliance with

Philippine Financial Reporting Standards (PFRS). PFRS are based on lnternational
Financial Reporting Standards (IFRS) issued by the lnternational Accounting

Standards Board (IASB). PFRS consist of PFRS, Philippine Accounting Standards
(PAS), and Philippine lnterpretations issued by the Financial Reporting Standards

Council (FRSC).

The consolidated financial statements were approved and authorized for issue by the

Group's Board of Directors (BOD) on May 14,2021 .

Basis of Measurement

The consolidated financial statements have been prepared on a historical cost basis

of acmunting.

Functional and Presentation Currencv

The consolidated financial statements are presented in Philippine peso, which is the

Parent Company's functional currency. All financial information presented in

Philippine peso has been rounded-off to the nearest peso, unless otherurrise

indicated.

Basis of Consolid ation

The consolidated financial statements include the accounts of the Group from the

date control was obtained by the Parenl Company. Equity attributed to the equity

holders of the Parent Company is based on its share in net profits and net assets of

the investees in accordance with the investees' Articles of lncorporation.

The consolidated financial slatements reflect the consolidated accounts of the

Group. lntra€roup balances and any unrealized gains and losses or income and

expenses arising from intra-group transactions are eliminated in the consolidation.

The consolidated financial statements of the Group are prepared for the same

reporting period as the Parent Company, using uniform accounting policies for like

transactions and other events in similar circumstances.

A subsidiary is an entity that is controlled by the Parent company and whose

accounts are included in the consolidated financial statements. Control exists when

the Parent Company is exposed to, or has rights to, variable retums from its

involvement with the subsidiary and has the ability to affect those returns through its

power over the subsidiary. The financial staiements of the subsidiary are included in

the consolidated financial statements from the date that control commences until the

date control ceases.

Noncontroll ino lnterest
Noncontrolling interest represents the interests not held by the Parent Company in its

subsidiaries.

Use of Estimates and Judoments
The preparation of the consolidated linancial statements in conformity with PFRS

requires management to make judgments, estimates and assumptions that affect the

application of accounting policies and the amounts reported in the consolidated

financial statements. The ludgments and estimates used in the accompanying

consolidated financial statements are based on management's evaluation of relevant
facts and circumstances as at the date of the Group's consolidated financial

statements. Actual results may differ from these estimates.



Judgments, estimates and underlying assumptions are reviewed on an ongoing

basis and are based on historical experiences and other factors, including

expectations of future events that are believed to be reasonable under the
circumstances. Revisions to accounting estimates are recognized in the period in
which the estimates are revised and in any future periods affected.

Judoment
ln the process of applying the Group's accounting policies, management has made

the below judgment, apart from those involving estimations, that has the most

significant effect on the amounts recognized in the consolidated financial statements:

Distinguishing between Propefty and Equipment and lnvestment Property
The Group determines whether a property qualifies as an investment property. In

making its judgment, the Group considers whether the property generates cash flows

largely independent of the other assets held by an entity. Owner-occupied properties

generate cash flows that are attributable not only to the property but also to other
assets used in the production or supply process.

Some properties comprise a portion that is held to earn rental or for capital

appreciation and another portion that is held for use in the production and supply of

goods and services or for administrative purposes. lf these portions can be sold

separately (or lease out separately under finance lease), the Group accounts for the

portions separately. lf the portion cannot be sold separately, the property is

accounted for as investment property only if an insignificant portion is held for use in

the production or supply of goods or services or for administrative purposes.

Judgment is applied in determining whether ancillary services are so significant that

a property does not qualify as investment property. The Group considers each

property separately in making its judgment.

The Group has determined the parcels of land held for capital appreciation and

expenditures related to land reclamation as investment properties (see Note 7), while

the land held for the construction of the cement plant is classified under property and

equipment (see Note 8).

ln 2019, the construction in progress in relation with the cement plant project in Cebu

was reclassified from investment property to property and equipment due to change

in Group's intension to use the cement plant (see Note 8).

Eslimates and Assum ons of Uncefiainties

The key assumptions and estimation uncertainties concerning the future and other

key sources of estimation uncertainty as at reporting date that have the most

significant risk of resulting in a material adjustment to the carrying amounts of assets,

liabilities and equity within the next financial year are as follows:

Estimating Net Realizable Value (NRV) of lnventories

ln determining the NRV of inventories, the Group considers inventory obsolescence

based on specific identification and as determined by management for inventories

estimated to be unsaleable in the future. The Group adjusts the cost of inventories to

the NRV at a level considered adequate to reflect any market decline in the value of
the recorded inventories. The Group reviews, on a continuous basis, the product

movement, changes in customer demands and introduction of new products to
determine whether these items should still be used in operations or otherwise

disposed of and identifies inventories wlrich are to be wdtten-down to NRV. The

amount and timing of recorded expenses for any period would differ if different
judgments were made or different estimates were utilized. An increase in inventory
obsolescence and market decline would increase recorded operating expenses and
decrease current assets.



All proven reserve estimates are subject to revision, either upward or downward,

based on new information, such as from block grading and production activities or

from changes in economic factors, including product prices, contract terms or

development plans.

Estimates of reserves for undeveloped or partially developed areas are subject to

greater uncertainty over their future life than estimates for reserves for areas that are

substantially developed and depleted. As an area goes into production, the amount

of proven reseryes will be subject to future revision once additional information

becomes available. As those areas are further developed, new information may lead

to revisions. lt is possible, however, that future results of operations could be

materially affected by changes in estimates brought about by changes in factors

mentioned above. The amount and timing of recorded depletion expenses for any

period would be affected by changes in these factors and circumstances.

The carrying amount of mine site development cost amounted to P351 ,238,339 and

P357 ,820,182 as at December 31 , 20'19 and 201 8, respectively (see Note 8).

The carrying amount of explored mineral resources amounted to Pl,599,695,314

and P1,625,150,'198, as at December 31, 2020 and 2019, respectively (see Note 9).

Estimating Prcvision for Site Rehabilitation

ln determining the provision for mine rehabilitation, the Grcup considers factors that

afiect tre calculation of the ultimate liability. These fac'tors include, but not limited to' the

extent and costs of rehabilitatjon ac'tivities, technological changes, regulatory changes

and changes in dismunt rates. The Group reviews and updates these fac'tors on a

continuous basis. lt is possible that future results of operations could be materially

afiected by change in the provision for site rehabilitation brought about by the changes in

the factors mentioned.

As at December 31 , 2020 and 2019, the provision for site rehabilitation costs

amounted to P18,322,656 and P16,759,276, respectively (see Note 13).

Estimating Allowance for lmpairment Losses on Advances to Third Pafiies,

Advances to Employees, Prepayments and lnput Value-added Tax (VAT)

The Group maintains an allowance for impairment losses at a level considered

adequate to provide for probable unrecoverable amounts of advances to third
parties, advances to employees, prepayments and input VAT. The level of this

allowance is evaluated by management on the basis of factors that affect the
rec-overability of the account.

Esti m ati ng Recove ra bl e Re se rve s

Recoverable reserves and resource estimates for development projects are, to a
large extent, based on the interpretation of geological data obtained from drill holes

and other sampling techniques and feasibility studies which derive estimates of costs

based upon anticipated tonnage and grades of ores to be mined and processed, the

configuration of the ore body, expected recovery rates from the ore, estimated

operating costs, estimated climatic mnditions and other factors. Proven reserve

estimates are attributed to future development prolects only where there is a

significant commitment to project funding and execution and for which applicable

govemmental and regulatory approvals have been secured or are reasonably certain

to be secured.

lnventories amounted to P304,939,1 12 and P226,959,760 as at Decembet 31, 2O2O

and 2019, respectively. The loss on inventory write-down amounted to nil for the

years ended December 3'1, 2O2O,2019 and 2018 (see Note 5).



Management has provided an allowance for advances to third parties, advances to
employees, prepayments and input VAT amounting lo P22,507,416 and
P33,890,963 as at December 31 , 2O2O and 2019, respectively (see Notes 6 and 'l 1 ).
The carrying amount of advances to third parties, advances to employees and
prepayments amounted lo P111,?17 ,764 and P49,058,007 as at December 31 , 2020

and 2019, respectively (see Note 6). The carrying amount of input VAT as at
December 31, 2020 and 20'19 amounted to P89,657,192 and P41,787,584,
respectively (see Note 'l 'l).

Estimating Useful Lives of Property and Equipment
The useful life of each of the Group's property and equipment is estimated based on

the period over which the asset is expected to be available for use. Such estimation

is based on a mllective assessment of industry practice, intemal technical evaluation

and experience with similar assets. The estimated useful life (EUL) of each asset is

reviewed periodically and updated if expectations differ from previous estimates due

to physical wear and tear, technical or commercial obsolescence and legal or other

limits on the use of the asset. lt is possible however, that future financial

performance could be materially affected by changes in the amounts and timing of

recorded expenses brought about by changes in the factors mentioned above.

A reduction in the EUL of any property and equipment would increase the recorded

operating expenses and decrease noncunent assets.

The carrying amount of property and equipment as at December 3'l , 2020 and 2019,

amounted to P3,372,927 ,458 and Pl ,81 9,776,754, respectively (see Note 8).

Estimating Allowance for lmpairmenf Loss on Nonfinancial Assets

The Group assesses at each reporting date whether there is an indication that

nonfinancial assets may be impaired. Determining the amount of the assets, which

requires the determination of future cash flows expected to be generated from the

continued use and ultimate disposition of such assets, requires the Group to make

estimates and assumptions that can materially affect the consolidated financial

statements. Further events could cause the Group to conclude that these assets are

impaired. Any resulting impairment loss could have material impact on the financial

position and performance of the Group.

The preparation of the estimated future cash flows involves estimations and

assumptions. While the Group believes that its assumptions are appropriate and

reasonable, significant changes in these assumptions may materially affect the

Group's assessment of the recoverable amounts and may lead to future additional

impairment.

For defened exploration msts, the facts and circumstances that the Group considers

include the following: the period for which the Group has the right to explore in the

specific area has expired during the period or will expire in the near future and is not

expected to be renewed; substantive expenditure on further exploration for and

evaluation of mineral resources in the specific area is neither budgeted nor planned;

exploration for and evaluation of mineral resources in the speciflc area have not led

to the discovery of commercially viable quantities of mineral resources and the entity

has decided to discontinue such activities in the specific area; and sufficient data

exist to indicate that, although a development in the specific area is likely to proceed,

the carrying amount of the defened exploration cost is unlikely to be recovered in full

from successful development or by sale.



As at December 31,2020, management assessed that the construction in progress

of CHGSI amounting lo P18,220,162 is no longer recoverable due to damages
caused by Typhoon Yolanda in November 2013. Accordingly, the Group recognized
impairment loss on its property and equipment amounting lo P18,220,6'12 in 2020
under "Operating Expenses". No impairment loss were recognized on its nonfinancial
assets in 2019 and 2018.

The carrying amounts of the Group's nonfinancial assets are as follows

Note 2020 2019

lnvestment properties

Property and equipment - net
Explored mineral resources - net
Defened exploration costs

7 P21,872,505
I 3,372,927,458
9 't,599,695,314

10 49,951,548

P21,872,505
1,819,776,754
1 ,625,150,198

44,671,U8

P5,04,446,825 P3,51 1,471,005

Estimating Realizability of Defened Tax Assets

The Group reviews the carrying amounts of defened tax assets at each reporting date

and reduces the carrying amounts to he extent that it is no longer probable that
suffcient taxable profit will be available to allow all or part of the defened tax assets to be

utilized. The Group also reviews tre expected timing and tax rates upon reversal of
temporary differences and adjusts the impacl of defened tax accordingly. The Group's

assessment on the recognition of defened tax assets is based on the forecasted taxable

income of the subsequent reporting periods. This forecast is based on the Group's past

results and fufure expectations on revenues and expenses.

Recognized defened tax assets amounted to P8,534,853 as at December 31, 2020 and

20'19, respectively (see Note 17).

3. Summary of Significant Accounting Policies

New n Stan ards

lntemretations
The Group has adopted the following new standards, amendments to standards and

interpretation starting January 1, 2O2O and accordingly, changed its accounting
policies. Except as otherwise indicated, the adoption of these standards did not have

any significant impact on the Group's consolidated financial statements. These

standards are as follows:

Amendments to References to Conceptual Frameworks ,n PFRS sets out
amendments to PFRS, their accompanying documents and PFRS practice

statements to reflect the issuance of the revised Conceptual Framework for
Financial Reporting in 2018 (2018 Conceptual Framework). The 2018
Conceptual Framework includes:

a new chapter on measurement;

a guidance on reporting financial performance;

The accounting policies set out below have been applied consistently to all years

presented in these consolidated financial statements, and have been applied

consistently by the Group, except for the changes in accounting policies as explained

below.



improved definitions of an asset and a liability, and guidance supporting
these definitions; and

clarifications in important areas, such as the roles of stewardship, prudence

and measurement uncertainty in financial reporting.

Some Standards, their accompanying documents and PFRS practice statements
contain references to, or quotations from, the lntemational Accounting Standards
Committee (IASC)'s Framework for the Preparation and Presentation of Financial

Statements adopted by the IASB in 2001 or the Conceptual Framework for
Financial Reporting issued in 2010. The amendments update some of those
references and quotations so that they refer to the 2018 Conceptual Framework,

and makes other amendments to clarify which version of the Conceptual
Framework is refened to in particular documents.

Confirmed that a business must indude inputs and a process, and clarified

that:

a

the process must be substantive; and

- the inputs and process must together significantly contribute to creating

outputs;

nanowed the definitions of a business by focusing the definition of outputs on
goods and services provided to customers and other income from ordinary
activities, rather than on providing dividends or other economic benefits

direcfly to investors or lowering costs; and

a

. added a test that makes it easier to conclude that a company has acquired a
group of assets, rather than a business, if the value of the assets acquired is

substantially all concentrated in a single asset or group of similar assets.

Definition of Material (Amendments to PAS 1, Presentation of Financial

Stalemenfs and PAS 8, Accounting Policies, Changes in Accounting Est mates

and Enors). The amendments refine the defnition of material. The amended

definition of material states that information is material if omitting, misstating or

obscuring it could reasonably be expected to influence the decisions that the
primary users of general purpose financial statements make on the basis of
those financial siatements, which provide financial information about a specific
reporting entity. The amendments clarify the deflnition of material and its

application by:

(a) raising the threshold at which information becomes material by replacing the
term 'could influence' with 'could reasonably be expected to influence';

(b) including the concept of 'obscuring information' alongside the concept of
'omitting' and 'misstating' information in the definition;

(c) clarifying that the users to which the definition refers are the primary users of
general purpose financial statements refened to in the Conceptual
Framework;

Definition of a Eusrhess (Amendments fo PFRS 3 Busrness Combinations). the
amendments nanowed and clarified the definition of a business. They also
permit a simplified assessment of whether an acquired set of activities and

assets is a group of assets rather than a business. The amendments:



(d) clarifoing the explanatory paragraphs accompanying the definition; and

(e) aligning the wording of the definition of material across PFRS and other
publications.

The amendmenls are expected to help entities make better materiality judgments

without substantively changing existing requirements.

Effective June 1, 2020

COVID-1g-Related Rent Concessions (Amendments to PFRS 16, Leases). The
amendments introduce an optional practical expedient that simplifies how a
lessee accounts for rent concessions that are a direct consequence of
COVID-19. A lessee that applies the practical expedient is not required to assess

whether eligible rent concessions are lease modifications, and accounts for them

in accordance with other applicable guidance. The practical expedient apply if:

the revised consideration is substantially the same or less than the original

consideration; the reduction in lease payments relates to payments due on or

before June 30, 2021 ; and

. no other substantive changes have been made to the terms of the lease.

Lessees applying the practical expedient are required to disclose that fact,

whether they have applied the practical expedient to all eligible rent concessions
and, if not, the nature of the contracts to which they have applied the practical

expedient; and the amount recognized in profit or loss for the reporting period

arising from application of the practical expedient. No practical expedient is

provided for lessors-

The amendment is effective for annual reporting periods beginning on or after

June 1,2020. Earlier application is permitted. A lessee applies the amendments

retrospectively, recognizing the cumulative effect of the amendments as an

adjustment to the opening balance of retained eamings or other component of

equity, as appropriate.

Effective April 1 , 2021

COVID- 1g-Related Rent Concessions beyond 30 June 2021 (Amendment to

PFRS 16, Leases). The amendment extends the practical expedient introduced

in the 2020 amendment which simplified how a lessee accounG for rent

concessions that are a direct consequence of COVID-19, permitting lessees to

apply the practical expedient to rent concessions for which any reduction in lease
payments affects only payments originally due on or before June 30,2022.

Standards lssued but Not Yet Adooted
A number of new standards and amendments to standards are effective for annual
periods beginning afier January 1 , 2020. However, the Group has not early adopted

the following new or amended standards in preparing these consolidated financial

statements. Unless otherwise stated, none of these are expected to have a
significant impact on the Group's consolidated financial statements.



The amendment is effective for annual reporting periods beginning on or after
Aptil 1,2021. Earlier application is pennitted. A lessee applies the amendments
retrospectively, recognizing the cumulative effect of the amendments as an
adjustrnent to the opening balance of retained eamings or other component of
equity, as appropriate. The adoption is mandatory for lessees that chose to apply
the practical expedient introduced by the 2020 amendments and may rosult in
reversal of lease modifications that was ineligible for the practical expedient
under the 2020 amendments, but becomes eligible as a result of the extension.

EfrectiveJanuary1,2022

. Prcpedy, Plant and Equipment - Prcceeds before lntendod Use (Amendments to

PAS '16, Propedy, Plaht and Equipfient). The amendments prohibit an entity
from deducting ftom the cost of an item of property, plant and equipment the
proceeds from selling items produced belore that asset is available for use. The
proceeds before intended use should be recognized in consolidated profit or
loss, together with the costs of producing those items which are adentified and
measured in accordance with PAS 2, /nvertor'es.

The amendments also clarify that testing whether an item of property, plant and

equipment is functioning propedy means assessing its technical and physical

performance rather than assessing its financial performance.

For the sale of items that are not part of a company's ordinary activities, the
amendments require the Group to disclose separately the sales proceeds and

related production cost recognized in consolidated proft or loss and speciry the

line items in which such proceeds and costs are included in the statement of
comprehensive income. This disclosure is not required il such proc€eds and cost

are presented separately in the statement ol comprehensive income.

The amendments apply retrospectively on or afrer January 1, 2022, but only to

items of property, plant, and equipment made available for use on or after the
beginning of the earliest period presented, recognizing the cumulative eflect in
the opening retained eamings (or other component of equity, as appropriate) of

that ea.iiest period presented. Earlier application is permitted.

. Onerous Contracts - Cost of Fulilling a Contract (Amendment to PAS 37

Provisions, Contingent Liabilities and Contingent Assets). The amendments
clarify that the cost of fulflling a contract when assessing whether a contract is

onerous includes all costs that relate directly to a contract - i.e. it comprise both

incremental costs and an allocation of other direct costs.

The amendments are effective for annual reporting periods beginning on or afrer
Januarl, 2022 to contracts existing at the date when the amendments are first
applied. At the date of initial application, the cumulative effect of applying the
amendments is recognized as an opening balance adjustment to retained
eamings or other component of equity, as appropriate. The comparatives are not
reslated. Earlier application is permitted.



Fees in the "10 per cent' Test for Derecognition of Financial Liabilities
(Amendment to PFRS 9, Financial lnstruments). The amendment clarifies

that for the purpose of performing the '10 per cent'test for derecognition of
financial liabilities, the fees paid net of fees received included in the

dismunted cash flows include only fees paid or received between the

bonower and the lender, including fees paid or received by either the

bonower or lender on the other's behalf.

Reference to the Conceptual Framework (Amendment to PFRS 3). The

amendments:

updated PFRS 3 so that it now refers to the 2018 Conceptual Framework;

added a requirement that, for transactions and other events within the scope

of PAS 37, Provisions, Contingent Liabilities and Contingent Assefs, or

IFRIC 21 , Levles, an acquirer applies PAS 37 or IFRIC 21 instead of the

Conceptual Framework to identify the liabilities it has assumed in a business

combination; and

o added an explicit statement that an acquirer does not recognize contingent

assets acquired in a business combination.

The amendments are effective for business combinations occurring in reporting

periods starting on or after January 1,2O22. Earlier application is permitted.

Effective January 1,2023

Classification of Liabilities as Cunent or Non-cunent (Amendments to PAS 1,

Presentation of Financial Statemenrs). To promote consistency in application and

clarify the requirements on determining whether a liability is cunenl or

non-cunent, the amendments:

removed the requirement for a right to defer settlement of a liability for at

least twelve months after the reporting period to be unconditional and instead

requires that the right must have substance and extst at the end of the

reporting period;

clarified that a right to defer settlement exists only if the Group complies with

conditions specified in the loan agreement at the end of the reporting period,

even if the lender does not test compliance until a later date; and

The amendments apply retrospectively for annual reporting periods beginning on
or after January 1, 2023. Earlier application is permitted.

Annual lmprovements to PFRS Standards 2018-2020. This cycle of
improvements includes the below amendment relevant to the Group:

clarified that settlement of a liability includes transferring a companys own
equity instruments to the counterparty, but conversion options that are
classified as equity do not affect classilication of the liability as current or
non-cunent.



Definition of Accounting Estimates (Amendments to PAS I, Accounting Policies,

Changes in Accounting Estimates and Er.ors). To clarify the distinction between

changes in accounting policies and changes in accounting estimates, tho
amendments introduce a new definition for accounting estimates, clarifying that
they are monetary amounts in the financial statements that are subject to

measurement unc,ertainty. The amendments also clarily the relationship between
accounting policies and accounting estimates by specifying that an accounting

estimate is developed to achieve the objective set out by an accounting policy.

Developing an accounting estimate includes both selecting a measurement
technique and choosing the inputs to be used when applying the chosen

moasurement technique. The effects of changes in such inputs or measuremenl
techniques are changes in accounting estimates. The definition of accounting
policies remain unchanged. The amendments also provide examples on the
application of the new definition.

The amendments are effectrve for annual reporting periods beginning on or afler
January 1, 2023, with earlier application permitted, and will apply prospectively to

changes in accounting estimates and changes in accounting policies occuning

oh or after the beginning of the frst annual reporting period in which the

amendments are aPPlied.

Disclosure of Accounting Policies (Amendments to PAS '1 and PFRS Practice

Statement 2, Making Mateiality Judgemerts). The amendments are intended to

help companies provide useful accounting policy disclosures. The key

amendments to PAS 1 include:

requiring companies to disclose their material accounting policies rather than

theirsignifcant accounting policies;

clarifying that accounting policies related to immaterial transactions, other

events or conditions are themselves immaterial and as such need not be

disclosed:and

ctarifying that not all accounting policies that relate to malerial transactions,

other evenG or conditions are themselves material to a company's financial

statements.

The amendments to PFRS Practice Statement 2 include guidance and additional

examples on the application of materiality to accounting policy disclosures.

The amendments are effective from January 1, 2023. Earlier applicalion is

permitted.

Defenal of the local implementation of Amendments to PFRS 10, Consolidated

Financial Statements and PAS 28: Sale or Contribution of Assets between an

lnvestor and its Associate or Joint Venture

Sale or Contribution of Assets between an lnvestor and its Associate or Joint
Venture (Amendments to PFRS 10, Consolidated Financial Statements and
PAS 28, /rvestmerfs fi Assoclales and Joint Ventures\- The amendments
address an inconsistency between the requirements in PFRS 10 and in PAS 28,

in dealing with the sale or contribution ol assets between an investor and its
associate or joint venture-



The amendments require that a full gain or loss is recognized when a uansaction
involves a business (whether it is housed in a subsidiary or not). A partial gain or
loss ls recognized when a transaction involves assets that do not constitute a

business, even ifthese assets are housed in a subsidiary.

Originally, the amendments apply prospectively for annual periods beginning on
or after January 1, 2016 with early adoption permitted. However, on January 13,

2016, the FRSC decided to postpone the effective date of these amendments
until the IASB has completed its broader review of the research project on equity
accounting that may result in the simplification o, accounting for such
transactions and of other aspects of accounting for associates and joint ventures.

Financial lnstruments

Date of Recognition. Financial instruments are recognized in the consolidated
statements of financial position when the Group becomes a party to the contractual
provisions of the instrument. Regular way purchases or sales of financial assets that
require delivery of assets within the time frame established by regulation or
convention in the marketplace are recognized on the trade date.

lnitial Recognition of Financial lnstruments. Financial instruments are recognized

initially at fair value. Except for financia! instruments designated as at FVPL, the
initial measurement of financial assets includes transactjon costs that are directly
attfibutable to their acquisition cost or issue. Trade receivables without a significant
financing component are initially measured at the transaction price.

As at December 31, 2020 and 2019, the Group does not have any financial assets

measured at FVPL and financial liabilities measured at FVPL.

Classifi cation and Measurement
Financial Assets
The Group classifies its financial assets into the following categories: amortized cost,

FVOCI - debt investment, FVOCI - equity investment or FVPL. The Group classifies
its financial liabilities into financial liabilities at FVPL and other,lnancial Iiabilities. The

classification of fnancial assets depends on both the business model in which the

financial asset is managed and whether the cash flows from the financial asset

represent, on specified date, SPPI on the princjpal amount outstanding.

Management determines the classification of its investments at initial recognition

and, where allowed and appropriate, re-evaluates such designation at every
reporting date.

Financial assets are not reclassiied subsequent to their initial recognition unless the

Group changes its business model for managing llnancial assets, in which case all

affected financial assets are reclassified on the first day of the lirst reporting period

following the change in business model.

Financial Assets at Amo.iEed Cost A financial asset is measured at amortized cost
if the asset is held within a business model whose objective is to collect contractual

cash flows and its contractual terms ofthe financial asset give rise on specified dates
to cash flows that are solely paynents o, principal and interest on the principal

amount outstianding. Such assets are recognized initially at fair value plus any

incremental transaction cost.



After initial recognition, these financial assets are subsequently measured at
amortized cost using the effective interest method, less any allowance for impairment
losses. Amortized cost is calculated by taking into account any discount or premium

on acquisition and fees that are an integral part ol the effective interest rate. Losses

are recognized in consolidated proft or loss and reflected in the allowance account.

When the Group considers that there are no realistic prospects of recovery oI the
asset, the relevant account is written-off. Gains and losses are recognized in

consolidated profit or loss when these financial assets are derecognized or impaired,
as well as through amortization process. Financial assets at amortized cost are
classified as curent assets if maturity is within '12 months from the reporting date.

Otherwise. these are classified as noncunent assets.

The Group's cash in banks and rehabilitation funds are included in this category

Finarcial Assets at FyOCI A financial asset is measured at FVOCI il the asset is

held within a business model whose objective is both to collect contractual cash
flows and its contractual terms of ihe linancial asset give rise on specified dates to
cash flows that are solely payments of principal and interest on the principal amount
outstanding and to sell the financial asset. Such assets are recognized initially at fair
value plus any incremental transaction cost.

At initial recognition, the Group inevocably elects to present in other comprehensive

income (OCl) subsequent changes in the fair value of its investment in an equity
instrument that is not held for trading.

The Group's investinent in equity securities not held for control or significant

influence over the investee is included in this category. The Group has no FVOCI -

debt investrnent.

After initial recognition, FVOCI - equity investments are measured at fair value.

Dividends are recognized when the entity's right to receive payment is established, it

is probable the economic benefits will fiow to the entity and the amount can be

measured reliably. Dividends are recognized in profit and loss unless they clearly

represent recovery of a part of the cost of the investment, in which case they are

included in OCl. Changes in fair value are recognized in OCI and are never recycled

to proft and loss, even ifthe asset is sold or impaired.

Bus,hess Model AssessDent. The Group makes an assessment ot the objective of
the business model in which a financial asset is held at a portfolio level because this

best reflects the way the business is managed and information is provided to

management. The information considered includes:

the stated policies and objectives for the port olio and the operation ol those
policios in practice. These include whether management's stEtegy focuses on

eaming contractual interest income, maintaining a particular interest rate profile,

rnatching the duration of the financial assets to the duration of any related

liabilities or expected cash outflows or realizing cash flows through the sale of
the assets;

how the performance of the portfolio is evaluated and reported to the Group's
management; and

the risks that affect the performance of the business model (and the financial
assets held within that business model)and how those risks are managed.



Solely Payments of Principal and lnleres, Assessment Principal is defined as the fair
value of the financial asset on initial recognition. Interest is defined as consideration

for the time value of money and for the credit risk associated with the principal

amount outstanding during a particular period of time and for other basic lending

risks and costs (e.9. liquidity risk and administrative costs), as well as a profit margin.

ln assessing whether the contractual cash flows are solely payments of principal and
interest, the Group considers the contractual terms of the instrument. This includes

assessing whether the financial asset contains a contractual term that could change
the timing or amount of contractual cash flows such that it would not meet this

condition. ln making this assessment, the Group considers:

. contingent events that would change the amount or timing of cash flows;

terms that may adjust the contractual coupon rate, including variable-rate

features;

prepayment and extension features; and

. terms that limit the Group's claim to cash flows from specified assets

(e.9. non-recourse features).

Financial Liabilities
lnitial Recognition, Classification, Measurement and Gains and Losses. Financial

liabilities are classified as measured at amortized cost or FVPL. A financial liability is

classified as at FVPL if it is classified as held-for-trading, it is a derivative or it is
designated as such on initial recognition. Financial liabilities at FVPL are measured

at fair value and net gains and losses, including any interest expense, are

recognized in consolidated profit or loss. Other financial liabilities are subsequently

measured at amortized cost using the effective interest method. lnterest expense

and foreign exchange gains and losses are recognized in consolidated profit or loss.

Any gain or loss on derecognition is also recognized in consolidated profit or loss.

lncluded in the Group's other financial liabilities are accounts payable and other

current liabilities, due to related parties and other noncurrent liability.

lmpairment of Financial Assets
The Group recognizes loss allowances for expected credit losses (ECLS) on financial

assets measured at amortized cost.

ECLs are probability-weighted estimates of credit losses. Credit losses are measured

as the present value of all cash shortfalls (i.e., the difference between the cash flows

due to the Group in accordance with the contract and the cash flows that the Group

expects to receive), discounted at the effective interest rate of the financial asset,

and reflects reasonable and supportable information that is available without undue

cost or effort about past events, curent conditions and forecasts of future economic

conditions.

The Group recognizes an allowance for impairment based on either 'l2-month or
lifetime ECLS, depending on whether there has been a significant increase in credit
risk since initial recognition.

When determining whether the credit risk of a financial asset has increased

significantly since initial recognition and when estimating ECLs, the Group considers
reasonable and supportable information that is relevant and available without undue
cost or effort. This includes both quantitative and qualitative information and analysis,
based on the Group's historical experience and informed credit assessment and
including fonarardJooking information that is available without undue cost and effort.



The Group considers the probability of default upon initial recognition of asset and

whether there has been a significant increase in credit risk on an ongoing basis

throughout each reporting period. To assess whether there is a signifcant increase

in credit rjsk the Group compares the risk of a default occurring on the asset as at

the reporting date with the risk of default as at the date of initial recognition. lt
considers available reasonable and supportive forwarding-looking information.

Especially the following indicators are inmrporated:

lnternal credit rating;

Extemal credit rating (as far as available);

Actual or expected signifcant adverse changes in business, financial or

economic conditions that are expected to cause a significant change to the
debtor's ability to meet its obligations;

Actual or expected significant changes in the operating results of the debto[ and

Signifrcant changes in the expected performance and behavior of the debtor,

including changes in the payment status of debtor and changes in the operating

results of the debto..

A default on a financial asset is when the counterparty fails to make contractual

payments and objective evidence of impairment exists. A financial asset is
credit-impaired when an event that has a detrimental impact on the estimated future

cash flows have occuned. Evidence that a fnancial asset is credit-impaired includes

the following observable data:

. signifrcant financial difficulty of the bonower or issuer:

a breach of contract such as defaull;

it is probable that the bonower will enter bankruptcy or either financial

reorganization; or

the disappearance of an active market for a security because of financial

difficullies.

Financial assets are written off when there is no reasonable expec[ation of recovery.

The Group categorizes a financial asset for write off when a debtor fails to make
payments or when it is no longer probable that the financial asset will be collected.

Where financial assets have been written off, the Group continues to engage in

enforcement activity to attempt to recover the financial asset due. Where recoveries

are made, these are recognized in consolidated prolit or loss.

'Day 1' Ptofrt

Where the transaction price in a non-active market is different from the fair value of
other observable cunent maftet transaclions of tho same instrument or based on a
valuation technique whose variables include only data from observable market, the
Group recognizes the difference between the transaction price and fair value
(a 'Day 1' profit) in consolidated proft or loss. ln cases where no observable data are
used, the difference between the transaction price and model value is only
recognized in consolidated profit or loss when the inputs become observable or
when the instrument is derecognized. For each transactjon, the Group determines
the appropriate method ofrecognizing the'Day 1'profit amount.



Offsettinq Financial lnstrumerts
Financial assets and financial liabilities are otfset and the net amount is reported in

the consolidated statements of financial position if, and only il the Group has an

enforceable legal right to ofiset the recognized amounts and there is an intention to
settle on a net basis, or to realize the asset and settle the lability simultaneously.

This is generally not the case with master netting agreements, thus, the related
assets and liabilities are presented on a gross basis in the consolidated statements
of financial position.

Oerecoonition of Financial Assets and Liabilities

Financial Assets
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 right to receive cash f,ows from the asset has expired;

The Group retains the right to receive cash flows ftom the asset, but has

assumed an obligation to pay them in full without material delay to a third party

under a'pass through" arrangemenq or

The Group has transfened its right to receive €sh flows from the asset and

either hasr (a)transfened substantially all the risks and rewards of the asset, or
(b) has neiher transfened nor retained substantially all the risks and rewards of
the asset but has transfened control ofthe asset.

When the Group has transferred its right to receive cash flows from an asset and has

neither transfened nor retrained substantially all the risks and rewatds of the asset

nor transfered control of the asset, the asset is recognized to the extent of the

Group's continuing involvement in the asset. Continuing involvement that takes the

form of a guaEntee over the transrened asset is measured at the lower of the

original carrying amount ot the asset and the maximum amount of consideration that

the Group could be required to pay.

Financial Liabilities
A financial liability is derecognized when the obligation under the liability is

discharged or cancelled or has expired.

When an existing financial liability is replaced by another from the same lend€r on

substantially different terms, or the terms of an existing liability are substantially

modilied, such an exchange or modification is treated as a derecognition ot the

original liabilily and the recognition of a new liability, with the difference in the

respective carrying amounts recognized in consoljdated profit or loss.

Determination of Fair Values
The Group's accounting policies require the determination of fair values, for both

financial and non-financial assets and liabilities. Fair values have been determined

for measurement and/or disclosure purposes, when necessary, based on the

estimated amounts that would be received to sell an asset or paid to transfer a

liability in an orderly transaction in the principal (or most advantageous) market at the

measurement date under cunent market conditions, regardless of whether that price

is directly observable or estimated using another valuation technique. When
applicable. the Group uses valuation techniques thal are appropriate in the
circumstan@s and for which suffcient data are available to measure fair value.
maximizing the use of relevant observable inputs and minimizing the use of
unobservable inputs. lnformation about the assumptions made in determining fair
values is djsclosed in the notes specific to that asset or liability.



Fair values are categorized into different levels in a fair value hierarchy based on the
inputs used in the valuation techniques as follows:

. Level 1: quoted prices (unadjusted) in active markets for identical assets or
liabilities;

. Level 2: inputs other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly (i.e., as prices) or
indirectly (i.e., derived from prices); and

. Level 3: inputs for the asset or liability that are not based on observable market

data (unobservable inputs).

lf the inputs used to measure the fair value of an asset or a liability might be
categorized in different levels of the fair value hierarchy, the fair value measurement
is categorized in its entirety in the same level of the fair value hierarchy as lhe lowest
level input that is significant to the entire measurement. Transfers between levels of
the fair value hierarchy are recognized at the end of the reporting period during

which the change has occuned.

nventories

lnventories, which consist of nickel and chromite ores, are measured at the lower of
cost and NRV. NRV is the estimated selling price in the ordinary course of business,

less the estimated costs of completion and estimated crsts necessary to make the
sale. The Group uses the average method of inventory costing. Under the average

cost formula, the cost of each item is determined from the average of the cost of

similar items at the beginning of a period and the cost of similar items purchased or
produced during the period. The average may be calculated on a periodic basls, or

as each additional shipment is received, depending upon the circumstances of the

entity.

Cost represents the average cost and comprises direct materials, labor and

production overhead expenditure, including depreciation, amortization and depletion

incuned in mnverting materials to finished products.

Other Current and Noncunent Assets
Other c1jnent assets pertain to resources controlled by the Group as a result of past

events and from which future economic benefits are expected to flow to the Group.

These are classified in the consolidated statements of financial position as current

asset when the assets are expecled to be received within one year or the Group's

normal operating cycle, whichever is longer. Otherwise, these assets are classified

as noncurrent assets.

lnvestrnent Prooerties

lnvestrnent properties are measured initially at cost, including transaction costs. The

Group's investment properties are held either to eam rental income or for capital

appreciation or both or for undetermined future use. Subsequent to initial recognition,

investrnent properties are camed at cost less accumulated depreciation and any

impairment in value.



Construction in progress represents investment properties under construction and is
stated at cost. This includes cost of construction and other direct costs. Assets under
construction are transferred to the related investrnent property account when the

construction and installation and related activities necessary to prepare the
investment property for the intended use are completed, and the investrnent property

is ready for services. Construction in progress is not depreciated until such time that
the relevant assets are completed and put into operational use but tested for
impairment Iosses.

lnvestrnent properties are derecognized when these have been disposed or when

the investment properties are permanently withdrawn from use and no future
economic benefit is expected from its disposal. Any gains or losses on the

retirement or disposal of investrnent properties are recognized in consolidated profit

or loss in the year of retirement or disposal.

Transfers arc made to investment propefties when, and only when, there is a change
in use, evidenced by ending of owner-occupation, commencement of an operating

lease to another party. Transfers are made from investment properties when, and

only when, there is a change in use, evidenced by commencement of

owner-occlJpation or commencement of development with a view to sale.

Transfers between investrnent property, owner-occupied property and inventories do
not change the carrying amount of the property transferred and they do not change
the cost of that property for measurement or disclosure purposes.

Exolored Mineral Resources

Explored mineral resources represent the Group's intangible asset for its right to
mine certain areas. Such intangible asset, which has a definite useful life, was

acquired by the Group in relation to its acquisition of a group of assets.

Explored mineral resources are initially recognized at fair value based on the cash

flow generation of the relevant mineral property covered by the acquired MPSA

which is the deemed cost, subsequenuy stated at initial amount less accumulated

amortization and accumulated impairment losses, if any.

Amortization of explored mineral resources is calculated using the units-of-

production method based on estimated recoverable reserves, as this most closely

reffects the expected pattem of consumption of the future economic benefits

embodied in the asset and is directly charged as an expense during the period.

Amortization shall begin when the nickel ore extraction begins or when the mine site

is in the condition when it is capable to operate in the manner intended by

management, whichever is eariier. Amortization shall cease at the earlier of the date

that the intangible assets is classifed as held for sale in accordance with PFRS 5,

Noncuftent Assets Held lor Sale and Disc,ontinued Operations and the date that

asset is derecognized.

The estimated recoverable reseryes and the amortization method are reviewed
periodically to ensure that the estimated recoverable reserves and method of
depletion are consistent with the expected pattern of economic benefits from the
explored mineral resources. lf the estimated recoverable reserve is different from
previous estimates, the basis of depletion shall be changed accordingly.

Propertv and Equioment
Property and equipment, except for land, are caffied at cost less accumulated
depreciation and amortization, depletion and impairment losses, if any. Land is
canied at cost less any impairment in value.



lnitially, an item of property and equipment is measured at its cost, which consists of
its purchase price and any directly attributable cost in bringing the asset to the

location and condition for its intended use. Subsequent costs (including costs of
replacing a part of an item of property and equipment) that can be measured reliably
are added to the carrying amount of the asset when it is probable that future
economic benefits associated with the asset will flow to the Group. The carrying
amount of the replaced part is deremgnized. The costs of day-to-day sewicing of an

asset are recognized as an expense in the period in which they are incurred.

Mine site development costs represent the cost of road network, pier, stockyard and

other costs incuned in constructing the production infrastructure for the intended

mining operations. When exploration results are positive or commercially viable, cost
incuned for development of mining properties are deferred as incurred.

Major spare parts and stand-by equipment items that the Group expects to use over
more than one period and can be used only in connection with an item of property

and equipment are accounted for as property and equipment. Depreciation and

amortizatlon of these major spare parts and stand-by equipment commence once

these have become available for use (i.e., when they are in the location and

condition necessary for them to be capable of operating in a manner intended by the

Group).

Construction in progress represents assets under construction and is stated at cost.

This includes costs of construction and other direct costs. Construction in-progress is

not depreciated until such time that the relevant assets are completed and put into

operational use but tested for impairment losses. Assets under construction are

transfened to the related property and equipment account when the construction and

installation and related activities necessary to prepare the property and equipment
for the intended use are completed and the property and equipment are ready for

services.

Depreciation and amortization charge is computed using the straight-line method

over the EUL of the assets. Depreciation, amortization and depletion charge

commences once the assets become available for use.

Number of Years

Transportation and field equipment

Office space and improvements

Office equipment, fumiture and fixtures

4-50
10-25
3-5

Depletion of mine site development cost is computed based on ore extraction over

the estimated volume of proven and probable ore reserves, as estimated by the

Group's geologist and certified by an independent geologist, or over the estimated

life of specific components whichever results in a shorter period of depletion.

Depreciation, amortization and depletion charge is recognized in consolidated profit

or loss unless future economic benefits embodied in the related property and

equipment are absorbed by other assets. ln this case, the depreciation, amortization
and depletion charge constitutes part of the cost of the other asset and is included in
its carrying amount.



The assets'residualvalues, usefullives and depreciation, amortization and depletion

methods are reviewed annually and adjusted, if appropriate, to ensure that the

methods and period of depreciation, amortization and depletion are consistent with

the expected pattem ot economic benefits from items of property and equipment.

Any change in the expected residual values, EUL and methods of depreciation,

amortizatron and depletion is adjusted prospectively from the time the change was

determined necessary.

When an asset is disposed of, or is retired from use and no future economic benefits

are expected from its disposal, the cost and accumulated depreciation, amortization,

depletion and impairment losses, if any, are removed from the accounts and any

resultjng gain or loss arising from the retirement or disposal of property and

equipment {calculated as the difference between the net disposal proceeds and the

canying amount ofthe item) is recognized in consolidated profit or loss.

Defened Exoloration Costs
All costs directly attributable to the exploration and evaluation of mineral resources

are defened on a project by project basis until commencement of commercial mining

operations or until an impairment is considered necessary. The recoverability of the

amounts recorded as deferred exploration costs is dependent on the existence of

economically recoverable reserves and future profitable production from the mineral

properties.

Defened exploration costs are provided with appropriate allowance for impairment

losses when properties are abandoned or when cost exceeds net realizable value.

No depletion and amortization expense is included in consolidated profrt or loss for

the Cement Plant Project since the project has not yet reached commercial mining

operations.

lmoairment of Nonfinancial Assets
The carrying amounts of the Group's nonfnancial assets, such as investment

properties, property and equipment, explored mineral resources, deferred exploration

costs and other noncu ent assets (excluding rehabilitation costs) are reviewed at

each reporting date to determine whether there is any indication that an asset may

be impaired, or whether there is any indication that an impairment loss previously

recognized for an asset in prior periods may no longer exist or may have decreased.

lf any such indication exists and when the carrying amount of an asset exceeds its

estimated recoverable amount, the asset or cash-generating units (CGU) to which

the asset belongs is writteniown to its recoverable amount. Recoverable amounts

are estimated for individual assets or investments or, i, it is not possible, for the CGU

to which the asset belongs.

The recoverable amount of a nonfinancial asset is the greater of the asset's fair

value less costs ol disposal and its value in use. The lair value is the amount

obtainable ftom the sale of the asset in an orderly transaction between market
participants at a measurement date, less the costs of disposal. Value in use is the
present value of the tuture cash flows expected to be delivered from an asset or
CGU. ln assessing value in use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specifc to the asset. For an

asset thal does not generate cash flows largely independent of those from other
assets, the recoverable amount is deteFnined for the cash-generating unit to which

the asset belongs.



An impairment loss is recognized only if the carrying amount of an asset exceeds its
recoverable amount. An impairment loss is recognizod in consolidated profit or loss
in the year in which it arises. A previously recognized impairment loss is reversed

only if there has been a change in estimates used to determine the recoverable

amount of an asset, however, not to an amount higher than the carrying amount that
would have been determined (net of any accumulated deprociation and amortization
for property and equipment, net of any depletion for mine site development cost) had

no impairment loss been recognized for the asset in prior years. A reversal of an

impairment loss is recognized in consolidated proft or loss. Afrer such reversal, the
depreciation, amortization and depletion expense is adjusted in future yeaG to
allocate the asset's revised canying amount, less any residual value, on a systematic
basis over its remaining life.

Caoital Stock
Capital stock is measured at par value for all shares issued and outstanding. When

the Group issues more than one class of stock, a separate account is maintained for
each class of stock and the number of shares issued.

When the shares are sold at premium, the difference between the proceeds and the
par value is credited to "Additional paid-in capital" account. When shares are issued

for a consideration other than cash, the proceeds are measured by the fair value of
the consideration received. ln case the shares are issued to extinguish or settie the
liability of the Group, the shares shall be measured either at the fair value of the

shares issued or fak value of the liability settled, whichever is more reliably

determinable.

Direct costs incuned related to the equity issuance, such as undeMriting, accounting

and legal fees, printing costs and taxes are chargeable to additional paid-in capital. lf
additional paid-in capital is not sufficient, the excess is charged to defcit.

Deficit and Dividend Distribution

Deficit represents the cumulalive balance of periodic profit (loss), dividend

distributions, prior period adjustrnents and efiects of changes in accounting policy and

capital adjustments.

Dividends on common shares are recognized as a liability and deducted from equity
when approved by the BOD of the Group. Dividends for the year that are approved

afrer the reporting date are dealt with as a non-adjusting event after the reporting

date.

cash and Propedy Dividend
The liability ior the distribution is measured, initially and until the settement date, at
the fair value of the assets to be distributed. Any changes in the measurement of the

liability are recognized in equity. For distributions in which the owners may elect to
receive either non-cash assets or a cash alternative, the Group considers the fair
value of each altemative and their associated probabilities when measuring the
liability.



At the date on which the distribution occur, the liability is .emeasured based on the
fair value of the assets to be distributed, with any change therein recognized in

equity; the liability and the assets distributed are derecognized, any difference

between the fair value of the assets distrjbuted and their canying amount in the
consolidated financial statements is recognized as a separate line item in

cansolidated profit or ioss and any amounts recognized in OCI in relation to the
assets distributed are reclassifred to consolidated profit or loss or they may be

transfened wjthin equity depending on the derecognition requirements in other
standards, on tho same basis as would be required if the non-cash asseis had been

disposed of.

Other C lncome
Other comprehensive income pertains to items of income and expenses that are not

recognized in consolidated profit or loss for the year in accordance with PFRS.

Revenue

Revenue tom Contracts with Customers undet PFRS 1 5

The Group is in the business of selling nickel ores. Revenue from contracls from

customers is recognized as or when performance obligations are satisfied by

transfening control of goods to the customer. Revenue is measured at the amount

that the Group expects to receive underthe contact orthe transaction price.

Revenue from sale of nickel ores is recognized at the point in time when control of

the asset is transferred to the customer upon delivery.

Sale of Nickel Orc
Revenue lrom sale of nickel ore is recognized in consolidated profit or loss on the

date that minerals are delivered to the customer. Revenue is the transaction price,

net of taxes. such as VAT (ifapplicable).

Othet lncome
Other income is recognized when eamed

lnterest income is recognized on a time-proporlion basis using the effective interest

method.

Exoenses

Expenses are decreases in economic benefits during the accounting period in the

form of outflows or decrease of assets or incunence of liabilities that result in

decreases in equity, other than those relating to distributions to equity participants.

Expenses are generally recognized when the services are rendered, or the expenses

are incuned.

Cost of Sa/es

Cost of sales is recognized when the expense is incurred and is reported in the

consolidated financial statements in the periods to which it relates.

opeating Expenses
Expenses incuned in the general administration of the day-to{ay operation of the

Group are generally recognized when the service is rendered or the expense is

incuned.



Emolovee Benelits
shotl.lo m Em ployee Banefits
Short-term employee benefits are expensed as the related service is provided. A

liability is recognized for the amount expected to be paid if the Group has a present

legal or constructive obligation to pay this amount as a result of past service provided

by the employee and the obligation can be estimated reliably.

Leases
Leases under PFRS 16 (Applicaton frcm January 1,2019)

At inception of a cont.act, the Group assesses whether a contract is, or contains, a

lease. A contract is, or contains, a lease if the contract conveys the right to control

the use of an identified asset for a period of time in exchange for consideration. To

assess whether a contad conveys the right to control the use of an identified asset,

the Group assesses whether:

(a) the contract involves the use of an identifled asset - this may be specified

explicitly or impliciUy and should be physically distinct or represent substantially

all of the capacity of a physically distinct asset. lf the supplier has a substantive

substitution right, then the asset is not identified;

(b) the Group has the right to obtain substantially all of the economic benefts from

use ofthe asset throughout the period of use; and,

(c) the Group has the right to direct the use of the asset. The Group has this right

when it has the decision-making rights that are most relevant to changing how

and for what purpose the asset is used. ln rare cases where the decision about

how and tor what purpose the asset is used is predetermined, the Group has the

right to directthe use oI the asset if either:

(i) the Group has the right to operate the asseti or

(ii) the Group designed the asset in a way that predetermines how and for what

purpose it will be used.

GDUp as Lessee

At commencement or on modification oI a contract that contains a lease component,

the Group allocates the consideration in the conkact to each lease component on the

basis ol its relative stand-alone price

The Group recognizes a right-of-use asset and a lease liability al the lease

commencoment date. The right'of-use asset is initially measured at cost, which

comprises the initiat amount of the lease liability adjusted for any lease payments

made at or before the commencement date, plus any initial direct costs incuned and

an estimate of costs to dismantle and remove the underlying asset or to restore the

underiying asset or the site on which it is located, less any lease incentives received.

The right-of-use asset is subsequently depreciated using the straight-line method

from the commencement date to the earlier of useful life or the end of the lease term,

unless the lease transfers ownership of the undedying asset to the Group by the end

oI the lease term or the cost of the right-of-use asset reflects that the Group will

exercise a purchase option. ln that case the righlof-use asset will be depreciated

over the useful life ofthe undedyng asset, which is determined on the same basis as

those of property and equipment. ln addition, the right-of-use asset is periodically

reduced by impairment losses, if any, and adjusted for certain remeasurements of

the lease liability.



The lease liability is initially measured at the present value of the lease payments

that are not paid at the commencement date, discounted using the interest rate

implicit in the lease or, if that rate cannot be readily determined, the Group's

incremental borrowing rate. Generally, the Group uses its incremental borrowing rate

as the discount rate.

The Group determines its incremental bonowing rate by obtaining interest rates from

vadous extemal financial sources and makes certain adjusknents to reflect the terms
ofthe lease and type ofthe asset leased.

Lease payments included in the measurement o, the lease liability comprise the

following:

. fixed payments, induding in-substance fixed payments:

. variable lease payments that depend on an index or a rate, initially measured

using the index or rate as at the commencement date;

. amounts expected to be payable under a residual value guarantee; and

. the exercise price under a purchase option that the Group is reasonably certain

to exercise, Iease payments in an optional renewal period il the Group is
reasonably certain to exercise an extension option, and penalties for early

termination of a lease unless the Group is reasonably certain not to terminate

early.

The lease liability is measured at amortized cost using effective interest method. lt is

remeasured when there is a change in future lease payments arising from a change

in an index or rate, if there is a change in the Group's estimate of the amount

expected to be payable under a residual value guarantee, or if the Group s changes

its assessment ofwhether it will exercise a purchase, extension or termination option

or ifthere is a revised in substance fixed lease payment.

When the lease liability is remeasured in this way, a conesponding adjuslment is

made to the carrying amount of the right-of-use asset, or is recorded in the

consolidated proft or loss the carrying amount of the right-of-use asset has been

reduced to zero.

shott-term Leases and Leases of Low-value Assets

The Group has elected not to recognize right-of-use assets and lease liabilities lor

short-term leases of 12 months or less and leases o, low-value assets. The Group

records the lease payments associated with these leases as an expense on a

straight-line basis over the lease term and are recognized as "Rent expense" on the

consolidated statements of comprehensive income.



Lease undet PAS 17 (Applicable beforc January 1, 2019)

The determination of whether an anangement is, or contains a lease is based on the
substance of the anangement and requires an assessment o, whether the fulfillment
of the anangement is dependent on the use of a specific asset or assets and th€
arangoment conveys a right to use the asset. A reassessment is made after the
inception of the lease only if one of the following applies: (a) there is a change in

contaactual terms, other than a renewal or extension of the anangement;
(b) a renewal option is exercised or extension granted, unless the term of the
renewal or extension was initially included in the lease term; (c) there is a change in

determination ofwhether tulfillment is dependent on a specific asset; or (d)there is a
substantial change to the asset, where a reassessment is made, lease accounting

shall commence or cease from the date when the change in circumstances rise to
reassessment for scena.ios (a), (c) or (d), and at the date of renewal or extension of
period for scenario (b).

Leases which do not transfer to the Group substantially all the risks and benefits of
ownership ofthe asset are classifled as operating leases.

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

insurance are expensed as incuned.

Taxes
lncome tax expense comprises curent and deferred tax. lncome tax expense is

recognized in consolidated profit or loss, except to the extent that it relales to items

recognized directly in equity or in OCl, in which case it is recognized in equity or in
oct.

Cunent Tax

Curent tax assets and liabilities for the current period are measured at the amount
expected to be paid to lhe tax authority. The tax rates and tax laws used to compute
this amoont are those that are enacted or substantively enacted by the end of the

reporting period.

Defened Tax
Defered tax assets and liabilities are recognized in respect of temporary differences
between the canying amounts of assets and liabilities for financial reporting
purposes and the amounts used for taxation purposes and the carMorward tax
benefits of the net operating loss carryover (NOLCO), if any, and unused tax credits
from excess minimum corporate income tax (MCll. The amount of deferred tax
provided is based on the expected manner of realization or setllement ofthe carrying
amount of assets and liabilities, carry forward benefits of NOLCO, using tax rates
enacted or substantively enacted by the end of the reporting period.

Defened tax is not recognized tor:

. temporary differences on the initial recognition of assets or liabilltjes in a
transaction that is not a business combination and that affects neither accounting
nor taxable consolidated profit or loss;

. temporary differences relates to investments in subsidiaries and joinfly controlled
entitigs to the extent that it is probable that they will not reverse in the
foreseeable future and; and

. laxable temporary difference arising on the initial recognition ofgoodwill.


