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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 Melals Holdings corporation.and

Subsidiaries) (the "Group"), dhich comprise the consolidated statements of financial

position as jt oecember'3i, 2019 and 2018, 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 31,

2019, 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

materiai respects, the consoliiaGd financial position of the Group as at December 31 ,

2019 and 2018, anO its consolidated financial performance and its consolidated cash

flows for each of the three years in the period ended December 31, 2019, in accordance

with Philippine Financial Reporting Standards (PFRS)'

Basis for Opinion

we conducted our audits in accordance with the Philippine standards on Auditing

ipSRrt. Ow responsibilities under those standards are further described in the Auditors'

h"rp;;;,/lt"r'for the Audit of the Consolidated Financial Statements section of our

,"pJ,t. W" ,i" independent of the Group in accordance with the Code of Ethics for

ptieisionat Accountants in the Philippines (Code of Ethics) together with the ethical 
.

,"quirur"ni. tn"t are relevant to our audit oi the consolidated financial statements in the

i;nlfipii."r, 
".0 

we have fulfllled our other ethical responsibilities in accordance with the

CoJE'ot etnic.. We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our audit opinion'
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Key Audit Mafters

Key audit matters are those matters that, in our professional judgment, were of most

significance in our audit of the consolidated financial statements of the current period.

These matters were addressed in the context of our audit ofthe consolidated financial

statements as a whole, and in forming our opinion thereon, and we do not provide a

separate opinion on these matters.

Capitat Expenditures of the Cement Plant Proiect (the "Proiect") (P938.4 million)

Refer to Note I 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 flnancial statements.

The risk: The Group registered its Cement Plant Projecl (the "Project") with the

Board of lnvestments (BOl) to avail of various tax and operating incentives. The

Project,s cost is estimated to be P 10.9 billion and the required start of commercial

operation is not later than October 2020. During 2019, total expenditures for the

Pioject amounted to P562.7 million. As at December 31, 2019, the carrying amount

of the Project is P938.4 million. 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 enors. ln addition, the requirement

from tire 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, Properly, Plant and Equipment.

Our response: Our audit procedures included, among others: assessment of the

design and effectiveness of intemal controls in respect with the asset capitalization;

asseisment of the existence and progress of construction activities through conduct

of sile visit and external project slatus confirmation from the contractors engaged by

the Group; 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 Exptored Mineral Resources (P1.6 billion)

Refer to Note I to the consolidated financial statements. The Group's accounting

policy with respect to the explored mineral resources is included in Note 3,
'significant 

Accounting Poticies' to the consolidated financial statements'

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

extractedfromtheminesite.Changestoassumptionscouldleadtomateria|
changes in the estimated recoverable amount of explored mineral resources.

wffi



Our response: Our audit procedures included, among others: assessment of the

competence, objectivity, capabilities and scope of work ofthe expert engaged by the

Group by performing independent background check and examination of the result

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 and

accuracy of the reported nickel ores extracted during the year which reduced the

reserves estimates by conducting annual physical count and examination of the

extraction report from the contractor engaged by the Group; assessment of the

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 external information; and

evaluating the adequacy of the note disclosures, including disclosures of key

assumptions, judgments and sensitivities.

Emphasis of Matter

we draw attention to Note 1 to the consolidated financial statements which describes

the uncertainty related to the future outcome ofthe regulatory actions on the renewal of

the Mineral pioduction Sharing Agreement for the Casiguran Nickel Project of Century

Peak Corporation (CPC), a subsidiary of Century Peak Holdings Corporation Our

opinion is not modified in respect of this matter.

Other lnformation

Management is responsible for the other information. The other information comprises

the infirmation included in the SEC Form 20-lS (Definitive lnformation Statement), SEC

Form 17-A and Annual Report for the year ended December 31, 2019 but does not

include the consolidated financial statements and our auditors'report thereon. The sEc

Form 20-lS, sEC Form 17-A and Annual Report forthe yearended December 31,2019

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 otherwise

appears to be materially misstated.

Responsibri,ties of Management and Those Charged with Governance for the

Consolidated Financial Statements

Managementisresponsibleforthepreparationandfairpresentationofthese
consolidated financial statements in accordance with PFRS, and for such internal control

,r arn"S"r"nt determines is necessary to enable the preparation of consolidated

nnrniiri it"t"r"nts that are free from material misstatement, whether due to fraud or

etTor.

ln preparing the consolidated financial statements, management is responsible for

,.i".'iing ihe Group's ability to continue as a going concern, disclosing, as applicable,

matters r;lated to going concern and using thJgoing concern basis of accounting unless

.4."g"r""t eithei int6nds to liquidate the Group or to cease operations, or has no

realistic alternative but to do so.

WEE
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Those charged with governance are responsible for overseeing the Group's financial

reporting process.

Auditors' Responsibilities for the Audit of the Consolidated Financial 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 enor 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.

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 financial

statements, whether due to fraud or error, design and perform audit procedures

responsive to those risks, and obtain audit evidence that is sufficient and appropriate

to provide a basis for our opinion. The risk of not detecting a material misstatement

resulting from fraud is higher than for one resulting from error, as fraud may involve

collusion, forgery, intentional omissions, misrepresentations, or the override of

internal control.

, Obtain an understanding of internal control relevant to the audit in order to design

audit procedures that are appropriate in the circumstances, but not for the purpose

of expressing an opinion on the effectiveness of the 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 of the going concern basis

of accounting and, based on the audit evidence obtained, whether a material

uncertainty exists related to events or conditions that may cast significant doubton

the Grouy'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 ofthe consolidated financial

statements, including the disclosures, and whether the consolidated financial

statements represenl the underlying transactions and events in a manner that

achieves fair presentation.

. Obtain sufficient appropriate audit evidence regarding the financial information of the

entities or business activities within the 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.
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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, related safeguards.

From the matters communicated with those charged with governance, we determine

those matters that were of most signiflcance in the audit of the consolidated flnancial

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 extremely 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

Enrico E. Baluyut.

R.G. MANABAT & CO.

July 9, 2020

Makati City, Metro Manila

"fu)"{
ENRICO E. BALUYUT

Partner
CPA License No. 065537

SEC Accreditation No. 1177-AR-2, Group A, valid until July 9' 2021

Tax ldentification No. 131 -029-752

Bl R Accreditation No. 08-001 987 -26-2017

lssued September 4,2O17; valid until September 3, 2020

PTR No. MKT 8116756

lssued January 2,2Q20 at Makati CitY



CENTURYPEAK
MFTAI 5 HOI DINGS COI,I}'

STATEMENT OF MANAGEMENT'S RESPONSIBILITY
FOR FI NANCL{L STATEMENTS

The Management of CENTURY PEAK HOLDINGS CORPORATION ,AliD SIJBSIDIARIES
(the "Compatty") is responsible for the preparation and fair presentation of the financial statements

including the schedules attachcd therein, for the years endcd December 31, 2019 and 201E, in accordancs

with the prcscribed hnancial reporting f'ramework indicated thercin, and for such internal control as

Management detErmines is necessary to enable the preparation of financial statements that are free from

material misstatement, whether due to fiaud or error.

In preparing the financial statements, Management is responsible for assessirg the Company's ability to

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

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

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

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

The Board of Directors reviews and approves the financial statemetrts including the schedules attached

therein and submits the same lo 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 fairness ofpresentation upon completion ofsucb audits.

KE\C
Board/Prcsident

{*4wrcretarylrreasurer

KA
Ass

Signed this 9th day of2020

www.centurypeakmetals.com
TRUNKLINE (632) 85C0999 . FAX (632) 8564844

Units 14m & 1404 Equitable Bank Torver Condominrum

8751 Paseo de Roxas, Salcedo Villaqe, Makati City,r5 JUL 20Al

MAKATICITY

Doc. No-

Pe,ge l.lo.

h:., )l\ .Il
Series rf

Philippines

*I Iv. J(:S
t{otary l,./brt( I

AppoilrtrR.:r,t llJ
PI8. No. 81 lrJf' j 5

Roll No.4 5:'l':.

P. LA"UZ
nC rn l,4rkati Cit)
{ 'ini,' l2lrl /202r
:. .ar 10, t irkiti[it,
. .:ii .r. r1.04897-J]L

'..I. 1[6
W,0

MCLE No.Vi-0 i 15 5:,5 / l:,n. 14, ZOl9
G/F Fedmao Suites, 1.i) Salceclo Str€€t

Legasor Village, Makdti C,ty



CENTURY PEAK HOLDINGS GORPORATION
AND SUBSIDIARIES

(Formerly Century Peak Metals Holdinqs Corporation and Subsidiaries)
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

December 31

/Vofe 2019 2018

ASSETS

Current Assets
Cash
lnventories
Other current assets - net

4,20
5

6

P71,082,221
226,959,760

P72,783,595
201,392,446

59,469,56649,058,007

Total Current Assets 347,099,988 333,645,607

Noncurrent Assets
I nvestrnent properties

Property and equipment - net

Explored mineral resources - net

Deierred exploration costs

Deferred tax assets - net

Other noncurrent assets - net

7

a
o

10

17

21,872,505
1,819,776,754
1,625,'t50,{98

4,671,548
8,534,853

397,116,526
910,044,246

1,652,192,295
44,671,548
8,534,853

98 748 532 97 094 621

Total Noncurrent Assets

P3,965,854,378 P3,443,299,696

LIABILITIES AND EOUITY

Current Liabilities
Accounts payable and other current liabilities

Due to related parties
12,20

19,20
P126,218,694
1,263,466,183

598,261

P159,6'15,719
635,300,084

93,098lncome tax payable

Total Current Liabilities

Noncurrent Liability
Provision for site rehabilitation

1,390,283,138 795,008,901

13 16,759,276 1 5,199,945

Total Liabilities 1,407,042,414 810,208,846

Equity Attributable to Equity Holders
of the Parent

Capital stock
Additional paid-in capital

Deficit 251.515,249) (178,942,488)

18 2,820,330,450
1,931,550

2,820,330,450
1,931,550

Total Equity Aftributable to Equity
Holders of the Parent 2,57 0,7 46,7 5',1 2,643,319,512

Noncontrollinq lnterest 11,934,787) (10,228,662)

2,ss8,8't{,964 2,633,090,850

See Nofes to tie Co,solidated Financial Statements.

P3,965,854,378 P3,443,299,696

3,518,754,390 3,'109,654,089

Total Equity



CENTURY PEAK HOLDINGS CORPORATION
AND SUBSIDIARIES

(Formerly Century Peak Metals Holdings Corpo ration and Subsidiaries)
CONSOLIDATED STATEMENTS OF GOMPREHENSIVE LOSS

Years Ended December 31

/Vote 2019 2018 2017

REVENUES

GOSTS AND EXPENSES

Cost of sales
Operating expenses

Depletion of explored mineral

resources

Loss on inventory write-down

14 p153,479,257 P36,762,232 P324,570,659

15

/o
(101 ,401 ,7',t3l

(93,920,997)

(33,932,956)

(85,584,169)

(204,707,991\
(92,249,777)

(69,199,789)
(2,336,269)

I
5

(27,042,0971 (15,639,815)

LOSS BEFORE OTHER INCOME
(CHARGES) (68,88s,550) (98,394,708) (43,923,167)

OTHER INCOME (CHARGES)

Interest expense

Foreign exchange loss

lnterest income

8, 13

20

(1,563,380)
(3,068,418)

(1 ,551,132) (1,300,9s6)
(563,789)

31 .4724 11 280 013 ct 632

(4,351,785) (1,53s,052) (1,833,273)

LOSS BEFORE INCOME TAX (73,237,335) (99,929,760) (45,756,440)

INCOME TAX EXPENSE (BENEFIT)

Current
Deferred

1,041,551 93,098
(554,702)

15,338,594
(4,194,202)

17 1,041,551 (461,604) 11j44,392

NET LOSS/TOTAL
COMPREHENSIVE LOSS (p74,278,886) (P99,468,156) (P56,900,832)

Total Comprehensive Loss
Attributable to:

Equity holders of the Parent

Company
Noncontrollinq interest 18 11,706,12s

1P72,572,7611 (P95,804,417)
(3,663,739)

(P57,879,890)

979,058

(P74,278,885) (P99,468,156) (P56,900,832)

Loss Per Share
Basic/diluted

See Notes to the Corsolidated Financial Statements.

21 (P0.0257) (P0.0339) (Po o20s)



CENTURY PEAK HOLDINGS CORPORATION
AND SUBSIDIARIES

Formerl Centu Peak Metals Holdin sCo oration and Subsidiaries
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

FOR THE YEARS ENDED DECEMBER 31,2019,2018 AND 2017

Capital Stock

Additional
Paid-in
Capital

Noncontrolling
lnterest Total EquityDeficit Total

Balance at January 1,2017 P2,820,330,450 P,1,931,550 (P25,258,181) P2,797,003,819 (P7,543,981)

979,058
P2,789,459,838

(56.900,832)
Net loss/total comprehensive loss for the year 57,879,890) (57,879,I90)

Balance at December 31. 2017 2,820,330,450 1,931,550 (83,138,071) 2,739J23,929 (6,564,923)
(3,663,739)

2,732,559,006
(99,468,156)

Net loss/total comprehensive loss for the year ,804,417\ (95,804, 417)

Balance at December 31, 2018 2,820,330,450 1,931,550 (178,942,488) 2,643,319,512 (10,228,662)
(1,706,125\

2,633,090,850
(7 4.27 8,886\Net loss/total comprehensive loss for the year 72,572,761\ (72,572,761)

p2,820,330,450 Pl,931,550 (P251,515,249) P2,570,746,751 1P11,934,7871 P2,558,811,964

S€e Notes to the Consolidated Financial Statomonts.

Equity Attributable to Equity Holders of the Parent Company

Balance at December 31, 2019



(Formerly Century Peak Metals Holdings Corporation and Subsidiaries)
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31

Note 2019 2018 2017

CASH FLOWS FROM

OPERATING ACTIVITIES
Loss before income tax
Adjustments for:

Depletion of explored mineral
resou rces

Depreciation and amortization
lmpairment loss
Unrealized foreign exchange

(gain) loss
lnterest expense
Loss on inventory write-down

lnterest income

(P73,237,33s) (P99,929,760) (P45,756,440)

9
8

6, 11

20
8, 13

5

4, 11

27 ,042,097
26,822,932
12,597,166

3,068,4'18

1,563,380

1 5,639,81 5

18,608,821

35,552
1,551 ,132

69,199,789

57 ,408,552
12,165,560

(7,728)
'1,300,956

2,336,269
(31 ,472\(280,013) (51,632)

Operating income (loss) before
working capital changes

Decrease (increase) in:

lnventories
Other current assets

lncrease (decrease) in accounts
payable and other current liabilities

(2,423,3551

7,',t07,878
9,197,940

(33,397,025)

(64,146,072)

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

85,836,568

96,615,486

(6,760,834)

6,459,190

(18,359,720)

Net cash provided by (used in)

operations
lncome taxes paid

lnterest paid

lnterest received

(83,303,206)
(14,042,8621

(54,552)

51,632

77 ,954,122
(9,888,336)

(50,006)

472

Net cash provided by (used in)

operating activities (19,774,986) (97,348,988) 68,047,252

(13,037,458) (3,625,855)

I (349,106,155)
(244,880,456)

(27,918,413)

(270,533,365)

(359,699)

(73,321,581)

(87,179,564)

7,994,612

Net cash used in investing activities (607,024,069) (302,437,332) (152,506,s33)

CASH FLOWS FROM A
FINANCING ACTIVITY

Advances received from related
parties 19 628,166,099 431, 094,303 77,007,685

NET INCREASE (DECREASE)

IN CASH

EFFECT OF EXCHANGE RATE

CHANGES IN CASH

CASH AT BEGINNING OF YEAR

1,367,0M 31,307,983 (7,451,s96)

(3,068,418)

72,783,595

(35,5s2)

41,511,164

7 ,728

48,955,032

CASH AT END OF YEAR 4 P71,052,221 P72,783,595 P41,511,164

See Notes lo fhe Consolidated Financial Statements.

CENTURY PEAK HOLDINGS CORPORATION
AND SUBSIDIARIES

8

4, 11

(19,514,562)
(536,388)

(4,049)

280,013

CASH FLOWS FROM

INVESTING ACTIVITIES

Acquisition of property and

equipment

Acquisition of investment properties

lncrease in deferred exploration costs

Decrease (lncrease) in other

noncurrent assets



CENTURY PEAK HOLDINGS CORPORATION
AND SUBSIDIARIES

(Formerly Century Peak Metals Holdinqq Qorporation and Subsidiaries)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. Reporting Entity

Century Peak Holdings Corporation (CPHC or the "Parent Company"), was
incorporated and registered with the Philippine Securities and Exchange
Commission (SEC) on December 30, 2003. The Parent Company is primarily

engaged in promoting, operating, managing, holding, acquiring or investing in

corporations or entities that are engaged in mining activities or mining-related
activities.

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

corporate name to Century Peak Holdings Corporation, formerly Century Peak

Metals Holdings Corporation. On the same date, the Parent Company also obtained

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, power 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 (a)

Direct lndirect

Century Peak Corporation (CPC)

Century Peak Minerals Development Corp. (CPMDC) G)

Century Peak Cement Manufacturing Corp. (CPCMC) (c)

Century Sidewide Smelting lncorporated (CSSI) (b)

Century Hua Guang Smelting lncorporated (CHGSI) (b)

Century Summit Carrier, lnc. (CSCI) (d)

100.00

100.00
100.00

60.00
55.00

80.00

@Based on lhe Parent Companys intercst in the,ssued and outstading shares of the suDsidiarbs as al
December 31, 201 9 and 201 I

@)CSS/ and CHGS/ ,l€ve not yel staded commercial operctions.
(qCPMDC and CPCMC werc inc.ryoratod in 2015 and have nol yet stafted cpmmercial operations.
(qowned by the Parcnt Company through CPC.

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 otherwise acquire, own, hold, use, sell,
assign, transfer, mortgage, pledge, exchange or
otheMise 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
purposes include mining.

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 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

waste disposal system.

CPT/DC Engage in the business of operating and mining any

mineral resources in the Philippines, such as limestone,

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

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.

Tenement Designation
Area Covered
(in Hectares) Location

Mineral Production Sharing
Agreement (MPSA) 01 0-92-X

MPSA-283-2OOS-XI II.SMR

Application for Mineral
Production Sharing Agreement
(APSA) 086-Xilr

Casiguran, Loreto, Dinagat
lslands

Libjo (Albor), Dinagat lslands

Acoje, Loreto, Dinagat lslands

1,198

-z-

CSCI Engage in the business of operating barges, steamships,
motorboats and other kinds of water crafts for the
transportation of cargoes and passengers.

Mineral Riqhts of CPC
The table below summarizes CPC's mineral rights:

3,188
718



MPSA-010-92-X or the 'Casiguran Nickel Project,' was acquired by CPC ftom
Casiguran Mining Corporation by virtue of a deed of assignment on tvlay 29, 2006,
which was approved by the Department of Environment and Natural Resources
(DENR) on December 1 1, 2006. ln addition, MPSA-283-2009-X|lI-SMR or the "Rapid

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

The Acoje Property is covered by APSA-086-X||l and Environmental Compliance
Certificate (ECC) No. 008-345-301C. APSA-086-X|ll was applied with the MGB on

July 5, 20M. APSA-086-Xlll is still under final evaluation with the Mines and

Geosciences Bureau (MGB) Central Office as at December 3 1 , 2019 and 2018.

DENR Minino Audit
Mining Audit
On a letter dated October 3, 2016, the DENR notified CPC of the results, findings
and recommendations of the mining audit conducted for the operations in Loreto and

Libjo, Dinagat lslands pursuant to the DENR Memorandum Circular No. 2016-01
regarding Audit of All Operating Mines and Moratorium on New Mining projects

issued on July 29,20'16.

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 results 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 permit pertaining to its mining

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

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

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

On February 15, 201 8, DENR issued a list of companies with denied or rejected
MPSA. CPHC or any of its subsidiaries is not included in the mentioned report.

The Smeltinq 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, manganese, chromite, nickel, etc.; prospecting, exploring, milling,
concentrating, converting, smelting, treating, refining, and manufacturing; preparing

for the market, whether export or domestic; 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 be hereafter be produced.

On October 28, 2009, CHGSI was registered with Philippine Economic Zone
Authority (PEZA) under Republic Act (RA) No. 7916 as an ecozone export enterprise

engaged in the production of ferro-nickel (pig iron) at the Leyte lndustrial

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

On February 2, 2017, the DENR released a list of mining firms for closure and

suspension. CPC was excluded on the aforementioned list.

-J-



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
primarily 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, 2019 and 2018, CSSI has not yet started with its commercial
operation.

Mininq erations
CPC has mining activities in selected areas covered by its MPSA in the province of
Dinagat lslands.

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
(DMI) with a grade of 1.027o nickel (at 0.8% nickel cut-ofD and 9,067,000 DMT with

a grade of 1.07% nickel (at 0.8% nickel cut-ofD, respectively. These represent

100,000 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.

Extension of Mineral Production Shaing Agreement (MPSA) 010-92-X
(Ca sigu ran Nickel P roject)

On May 11, 2016, CPC filed an application for renewal for MPSA No. 010-92-X at

the MGB Regional Office No. Xlll, set to expire on May 6, 2017.

ln response to the initial filing for renewal, MGB Regional Office No. Xlll has directed
CPC last January 11 ,2017 to submit certain requirements. CPC subsequently refiled
its application for renewal on August 15,2017.

On September 12,2017, MGB Regional Office No. Xlll through its letter, informed
CPC that its application has not been endorsed to MGB Central Office for further
review and evaluation pending the remaining mandatory requirements.

MGB issued an annual certification dated April 5, 2018, stating that CPC is a
holder/operator of valid and subsisting mining tenements subject for renewal.

CPC received a letter dated July 31 , 20 18 which provides a 'New Template of
Checklist of MPSA Renewal Applicatlon" that clarifies the remaining requirements for
the renewal of its expired MPSA.

-4-

By vi(ue of its PEZA registration, CHGSI is entitled, among other incentives, to four
(4) years income tax holiday (lTH), which shall be reckoned upon its start of
commercial operations, as well as tax- and duty-free importation of its capital
equipment and raw materials, subject to its compliance with the terms and conditions
of its regishation. As at December 3'l , 2019 and 2018, CHGSI is non-operating.

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

Nickel 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.



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

tvlcB issued an annual certification dated February 1, 2019, stating that the CPC is a
holder/operator of valid and subsisting mining tenements subject for renewal.

On February 27 , 2019, the Municipality of Loreto, Dinagat Islands issued a letter
addressed to CPC for the lafter's municipal business tax obligation amounting to
P7,780,416 for the taxable years ended December 31 , 2016 to 2018.

On December 17, 2019, CPC obtained a certification from the Municipality of Loreto,

Dinagat lslands stating that CPC has fully paid its municipal business tax obligation
for the calendar years 2016 to 201 9.

As at December 31, 2019, CPC's remaining outstanding requirement for tax
obligation was already settled.

On April 3, 2020, all reportorial requirements for the application for MPSA renewal
were re-submitted to the IVIGB Regional Office No. Xlll for its review and

endorsement to MGB Central Office.

MPSA renewal would depend on the approval of MGB Central Office. CPC is still

waiting for further instruction ftom MGB Regional Office No. Xlll.

Nevertheless, MGB issued a certification dated January 31, 2020, stating that CPC is

the holder/operator of the valid and subsisting mining tenements subject for renewal.
Given these conditions, management believes that MGB will approve the renewal of
the MPSA.

The Celnent and Lioestone Proiect
Through a Joint Operating Agreement (JOA) executed between Philippine Mining
Development Corporation (PMDC) and CPC dated December 10, 2010, 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 8'1-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 of Assignment 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 Quarry Project and

will take over from CPC the implementation of its obligations and commitments under
the subject JOA.

Subsequent Events
On March 13,2020, a teleconference with MGB Regional Office No. Xlll was initiated
by CPC to make various clarifications regarding the remaining reportorial
requirements of CPC in relation to the renewal of the expired MPSA. CPC was
advised to re-submit all the reportorial requirements for application of renewal of
MPSA.

As at report date, MGB has not requested any additional requirements from CPC.



On July 10, 2019, the MGB approved the Declaration of Mining Project 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 of limestone, pozzolan and other
associated minerals in the entire contract area.

As at December 31, 2019, CPC is preparing the requirements of MGB to process the

assignment.

The pre-operation activities are ongoing as at December 31, 2019 and 2018

Registration of CPCMC with the BOI
On January 22, 2018, CPCMC was registered with the BOI with Certiflcate 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 under

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

As a BO|-registered entity, CPCMC is entitled to the following incentives, among

others:

a. ITH for four (4) years from October 2020 ot actual start of commercial

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

b. lmportation of capital equipment, spare parts and accessories at zero duty under

Executive Order No. 22 and ils lmplementing Rules and Regulations. Only

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

to capital equipment incentives;

c. Additional deduction from taxable income of fiffy 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 meets

the prescribed ratio of capital equipment to the number of workers set by the

BOl. This may be availed offor 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 registratjon, subject to posting of re-export bond;

e. Tax credit equivalent to the national internal 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.

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 commifted start of commercial
operatlons;

f. Exemption from wharfage dues, and any export tax, duty, impost and fee for a
period of ten (1 0) 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;
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h. Simplification of customs procedures for the importation of equipment, spare
parts, raw materials and supplies.

CSC/
On April 10, 2018, CSCI 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.

2. Basis of Preparation

Statement of Com

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 July 9, 2020.

This is the first set of the Group's consolidated financial statements in which

PFRS 16, Leases have been applied. Changes to significant accounting policies are

described in Note 3 to the consolidated financial statements.

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

of accounting.

Functional and Presentation Currencv

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

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

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

indicated.

Basis of Consolidatio
The consolidated financial statements include the accounts of the Group ftom the

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

holders of the Parent Company is based on its share in net profits and net assets of
the inveslees in accordance with the investees' Articles of lncorporation.

The consolidated financial statements reflect the consolidated accounts of the

Group. lntra-group 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 statements of the subsidiary are included in

the consolidated financial statements from the date that control commences until the
date control ceases.
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Noncontrollinq lnterest
Noncontrolling interest represents the interests not held by the Parent Company in its
subsidiaries.

Use of Estimates and Judqments
The preparation of the consolidated financial 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
flnancial statements. The judgments and estimates used in the accompanying
consolidated financial statements are based on management's evaluation of relevant
facts and circumstances as of 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.

Judqments
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 betuveen Prcpedy and Equipment and lnvestment Prcpefty
The Group determines whether a property qualifies as an investment property. ln

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

largely independent ofthe 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 ofthe 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).
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Estimates and Assumptions of Unceiainties
The key assumptions and estimation uncertainties concerning the future and other
key sources of estimation uncertainty as of 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 lnventoies
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 which are to be written-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.

lnventories amounted to P226,959,760 and P201,392,446 as at December 31, 2019
and 2018, respectively. The loss on inventory write-down amounted to nil for the
years ended December 31, 2019 and 2018 and P2,336,269 for the year ended

December 3'1 , 2017 (see Note 5).

E stim ating Recoverable Rese rves
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 conditions and other factors. Proven reserve

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

significant commitment to project funding and execution and for which applicable
governmental and regulatory approvals have been secured or are reasonably certain

to be secured.

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

based on new information, such as ftom block grading and production activities or
ftom 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 reserves 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 P357,820,182 and
P362,034,216 as at December 31, 2019 and 2018, respectively (see Note 8).

The carrying amount of explored mineral resources amounted to P1,62S,i50,198
and P1 ,652,192,295, as at December 31 , 2019 and 2018, respectively (see Note g).



Estimating Prcvision for Site Rehabilitation

ln determining the provision for mine rehabilitation, the Group considers factors that
afiect the calculation of the ultimate liability. These factors include, but not limited to, the
extent and costs of rehabilitation activities, technological changes, regulatory changes

and changes in discount rates. The Group reviews and updates these factors on a
continuous basis. lt is possible that fufure results of operations could be materially

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

the factors mentioned.

As at December 31, 2019 and 2018, the provision for site rehabilitation costs

amounted to P16,759,276 and P15,199,945, respectively (see Note 13).

Estimating Allowance for lmpairment Losses on Advances to Third Pafties,

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
recoverability of the account.

Management has provided an allowance for advances to third parties, advances to

employees, prepayments and input VAT amounting to P33,890,963 and

P21,293,797 as at December 31, 2019 and 20'18, respectively (see Notes 6 and 11).

The carrying amount of advances to third parties, advances to employees and
prepayments amounted to P49,058,007 and P59,469,566 as at December 31 , 2019

and 2018, respectively (see Note 6). The carrying amount of input VAT as at

December 31, 2019 and 2018 amounted lo P41,787,584 and P52,296,892,

respectively (see Note 1 1).

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 collective assessment of industry practice, internal 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 noncurrent assets.

The carrying amount of property and equipment as at December 3'1, 2019 and 2018,
amounted to P1,819,776,754 and P910,044,246, respectively (see Note 8).

Estimating Allowance for lmpairmen, 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.

-10-



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 deferred exploration costs, 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 specific 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 ofthe deferred exploration cost is unlikely to be recovered in full

ftom successful development or by sale.

As at December 3'1, 2019 and 2018, management assessed that there are no

impairment indicators relating to the Group's nonfinancial assets. Accordingly, the
Group did not recognize any impairment losses on its nonfinancial assets in 2019,

2018 and 2017 .

l/ofe 2018

lnvestment properties

Property and equipment - net
Explored mineral resources - nel
Deferred exploration costs

7

8

9

01

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

44,671,548

P397,1 16,526
910,044,246

1,652,192,295
44,671,548

P3,511,471,005 P3,004,024,615

Estimating Realizability of Defened Iax Assets

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

and reduces the carrying amounts to the extent that it is no longer probable that

suffcient taxable proft will be available to allow all or part of the defened tax assets to be

utilized. The Group also reviews the expected timing and tax rates upon reversal of
temporary differences and adjusts the impact 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 he Group's past

resuhs and fufure expectations on revenues and expenses.

Recognized defened tax assets amounted to P8,534,853 as at December 31, 20'19 and

20'18, respectively (see Note '17).
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3. Summary of Significant Accounting Policies

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.

Adoption of New and Amended Standards and lnterpretations

The Group has adopted the following new and amended standards and

interpretations starting Januayl , 2019 and accordingly, changed its accounting
policies. Except as otherwise indicated, the adoption did not have any significant
impact on the Group's consolidated financial statements.

PFRS '16, supersedes PAS 17, Leases, and the related Philippine

lnterpretations. The new standard introduces a single lease accounting model for
lessees under which all major leases are recognized on-balance sheet, removing

the lease classifcation test. Lease accounting for lessors essentially remains

unchanged except for a number of details including the application of the new

lease definition, new sale-and-leaseback guidance, new sub-lease guidance and

new disclosure requirements.

Practical expedients and targeted reliefs were introduced including an optional

lessee exemption for short{erm leases (leases with a term of 12 months or less)

and low-value items, as well as the permission of portfolio level accounting

instead of applying the requirements to individual leases- New estlmates and
judgmental thresholds that affect the identification, classification and

measurement of lease transactions, as well as requirements to reassess certain

key estimates and.judgments at each reporting date were also introduced.

The Group adopted PFRS 16 with a date of initial application of January 1, 2019.

As a result, the Group changed its accounting policy in the consolidated financial

statements. The Group applied PFRS '16 using the modified retrospective

approach and therefore the comparative information has not been restated and

continues to be reported under PAS 17 and Philippine lnterpretation IFRIC 4,

Determining whether an Anangement contains a Lease. There were no

transitional adjustments for the consolidated statements of financial position as at
January 1, 2019. The Group assessed that the adoption of PFRS'16 does not

have a significant impact on its consolidated financial statements as it availed of
practical expedients and targeted reliefs as follow:

The Group did not perform a reassessment as to whether a contract is, or
contains, a lease at the date of initial application. lnstead, the Group applied
PFRS 16 to contracts that were previously identified as leases applying
PAS 17 and IFRIC 4. The Group applied the definition of a lease under
PFRS '16 only to contracts entered or changed on or afrer the date of initial
application.

The Group availed of the optional lessee exemption for short-term leases
(leases for which the lease term ends within 12 months from the date of initial
application).
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Philippine lnterpretation IFRIC 23, Unceftainty over lncome Tax Treatments,
clarifies how to apply the recognition and measurement requirements in
PAS 12, lncome laxes, when there is uncertainty over income tax treatments.
Under the interpretation, whether the amounts recorded in the consolidated
financial statements will differ to that in the tax return, and whether the
uncertainty is disclosed or reflected in the measurement, depends on whether it
is probable that the tax authority will accept the Group's chosen tax treatment. If
it is not probable that the tax authority will accept the Group's chosen tax
treatment, the uncertainty is reflected using the measure that provides the better
prediction of the resolution of the uncertainty - either the most likely amount or
the expected value.

The interpretation also requires the reassessment of judgments and estimates
applied if facts and circumstances change - e.g. as a result of examination or
action by tax authorities, following changes in tax rules or when a tax authority's
right to challenge a treatment expires.

Annual lmprovements to PFRS 2015 - 2017 Cycle. This cycle of improvements
contains amendments to four standards. Only the below amendment is expected
to have an impact to the Group.

lncome Tax Consequences of Payments on Financial lnstruments C/assrfred

as Equity (Amendments to PAS 12). The amendments clarify that all income
tax consequences of dividends, including payments on financial instruments
classified as equity, are recognized consistently with the transactions that
generated the distributable profits, i.e. in profit or loss, OCI or equity.

Standards lssued but Not Yet Adopted

A number of new standards and amendments to standards are effective for annual
periods beginning after January 1, 2020. However, the Group has not early adopted
the following new or amended standards in preparing these consolidated financial
statements. Unless otheruise stated, none of these are expected to have a

significant impact on the Group's consolidated financial statements.

Amendments to References to Conceptual Framewo* ,n PFRS Standards 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;

guidance on reporting financial performance;

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.
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Some standards, their accompanying documents and PFRS practice statements
contain references to, or quotations from, the Intemational Accounting Standards
Committee'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 referred to in particular documents.

These amendments are effective for annual reporting periods beginning on or
after January 1,2020.

Definition of Material (Amendments to PAS 1 , Presentation of Financial
Sfafemenls and PAS 8, Accounting Policies, Changes in Accounting Esflmafes

and Enors). The amendments refine the definition 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 statements, which provide financial information about a specific

reporting entity. The amendments clarify the definition 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 referred to in the Conceptual

Framework;

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

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

The amendments are expected to help entities make better materiality
judgements without substantively changing existing requirements.

The amendments apply prospectively for annual periods beginning on or after
January 1, 2020. Earlier application is permitted.

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 financial instruments designated as at FVPL, the
initial measurement of financial assets includes transaction costs that are directly
attributable to their acquisition cost or issue. Trade receivables without a significant
financing component are initially measured at the transaction price.
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Classification 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 financial liabilities. The
classification of financial 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 principal 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 reclassified subsequent to their initial recogniuon unless the
Group changes its business model for managing financial assets, in which case all

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

following the change in business model.

As at December 31, 2019 and 2018, the Group does not have any financial assets

and financial liabilities at FVPL.

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 of the effective interest rate. Losses

are recognized in profit or loss and reflected in the allowance account. When the
Group considers that there are no realistic prospects of recovery of the asset, the
relevant account is written-off. Gains and losses are recognized in 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 current assets if
maturity is wlthin 12 months ftom the reporting date. Otherwise, these are classified
as noncunent assets.

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

At initial recognition, the Group irrevocably 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 investrnent in equity securities not held for control or significant
influence over the investee is included in this category. The Group has no FVOCI -
debt investrent.
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Financial Assets at Amoftized 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 flnancial asset give rise on specified dates

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

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

incremental transaction cost.

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



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 flow 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 profit and loss, even if the asset is sold or impaired.

Euslness Model Assessment The Group makes an assessment of 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 portfolio and the operation of those
policies in practice. These include whether management's strategy focuses on

earning contractual interest income, maintaining a particular interest rate proflle,

matching 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 Pincipal and lnreresf Assessmert Principal is defined as the fair

value of the financial asset on initial recognition. lnterest 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 profit or loss. Other financial liabilitles are subsequently measured at
amortized cost using the effective interest method. lnterest expense and foreign
exchange gains and losses are recognized in profit or loss. Any gain or loss on
derecognition is also recognized in profit or loss.
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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, current conditions and forecasts of future economic
conditions.

The Group recognizes an allowance for impairment based on either 12-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 forward-looking 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 significant increase

in credit risk 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 forward-looking information.

Especially the following indicators are incorporated:

lnternal credit rating;

External credit rating (as far as available);

Actual or expected significant adverse changes in business, financial or
economic conditions that are expected to cause a significant change to the
debto/s ability to meet its obligations;

Actual or expected significant changes in the operating results of the debtor;

Signifcant increases in credit risk on other financial instruments of the same
debtor; and

Significant changes in the expected performance and behavior of the debtor,
including changes in the payments status of debtor and changes in the operating
results of the debtor.

A default on a financial asset is when the counterparty fails to make contractual
payments when they fall due. A financial asset is credit-impaired when an event that
has a detrimental impact on the estimated future cash flows have occurred- Evidence
that a financial asset is credit-impaired includes the following observable data:

. significant financial difficulty of the borrower or issuer;

a breach of contract such as default;
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the restructuring of a loan or advance by the Group on terms that the Group
would not consider otherwise;

it is probable that the borrower will enter bankruptcy or either financial
reorganization; or

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

difficulties.

Financial assets are written off when there is no reasonable expectation of recovery.

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

Where loans or receivables have been written off, the Group continues to engage in

enforcement activity to attempt to recover the receivable due. Where recoveries are

made, these are recognized in profit or loss.

'Day 1' Ptofit
Where the transaction price in a non-active market is different from the fair value of
other observable current market transactions of the 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 profit or loss. ln cases where no observable data are used, the

difference between the transaction price and model value is only recognized in profit

or loss when the inputs become observable or when the instrument is derecognized.

For each transaction, the Group determines the appropriate method of recognizing

the 'Day 1' profit amount.

Offsettinq F in a nciaLlnstru ments

Financial assets and financial liabitities are offset and the net amount is reported in

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

enforceable legal right to offset the recognized amounts and there is an intention to

settle on a net basis, or to realize the asset and settle the liability 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.

Derecoqnition of Finan al 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 flows ftom the asset has expired;

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

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

under a 'pass through" anangement; or

The Group has transferred its right to receive cash flows from the asset and
either has: (a) transferred substantially all the risks and rewards of the asset, or
(b) has neither transferred nor retained substantially all the risks and rewards of
the asset but has transferred control of the asset.
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When the Group has transferred its right to receive cash flows from an asset and has
neither transferred nor retained substantially all the risks and rewards of the asset
nor transferred 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 guarantee over the transferred asset is measured at the lower of the
original carrying amount of 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 lender on substantially different terms, or the
terms of an existing liability are substantially modified, such an exchange or
modification is treated as a derecognition of the original liability and the recognition of
a new liability, with the difference in the respective carrying amounts recognized in
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 current market conditions, regardless of whether that price

is directly observable or estimated using another valuation technique. \Nhen

applicable, the Group uses valuation techniques that are appropriate in the

circumstances and for which sufflcient 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 disclosed 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 the 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 occurred.
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lnventories
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 costs 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 basis, 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
incurred in converting materials to finished products.

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

events and from which future economic benefits are expected to fow to the Group.
These are classified in the consolidated statements of financial position as current
asset when the assets are expected to be received within one year or the Group's

normal operating cycle, whichever is longer. OtheMise, these assets are ctassified
as non-cunent assets.

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

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

appreciation or both or for undetermined future use. Subsequent to initial recognition,
investment properties are carried 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 investment property account when the
construction and installation and related activities necessary to prepare the
investrnent property for the intended use are completed, and the investment 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 losses.

lnvestment 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 investment properties are recognized in proft or loss in the
year of retirement or disposal.

Transfers are made to investment properties 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-occupation or commencement of development with a view to sale.

Transfers between investment 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.
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Explored 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, subsequently 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 reflects the expected pattern 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 earlier. Amortization shall cease at the earlier of the date

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

Noncunent Assefs Held for Sale and Discontinued Operations and the date that
asset is derecognized.

The estimated recoverable reserves and the amortization method are reviewed
periodically to ensure that the estimated recoverable reseryes 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.

Property and Equipment

Property and equipment, except for land, are carried at cosl 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 derecognized. The costs of day{o-day servicing 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 incurred in constructing the production inftastructure for the intended
mining operations. When exploration results are positive or commercially viable, cost
incurred for development of mining properties are deferred as incurred.

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_
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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 equipment
Office space and improvements

4 - 15

3-5
25

The assets'residual values, useful lives 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 pattern of economic benefits from items of property and equipment.

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

amortization and depletion is adjusted prospectively from the time the change was
determined necessary.

\Men 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

resulting gain or loss arising ftom the retirement or disposal of property and

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

carrying amount of the item) is recognized in profit or loss.

Construction in progress represents property and equipment under construction and

is stated at cost. This includes cost of construction and other direct costs. Assets
under construction are transferred 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. 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.

Deferred 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.

Deferred 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 profit or loss for the Cement
Plant Pro.ject since the project has not yet reached commercial mining operations.

Imoairment of Nonflnancial Assets
The carrying amounts of the Group's nonfinancial assets, such as property and
equipment, deferred exploration costs, explored mineral resources and investment
properties 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 written-down to its recoverable
amount. Recoverable amounts are estimated for individual assets or investments or,
if it is not possible, for the CGU to which the asset belongs.
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The recoverable amount of a nonfinancial asset is the greater of the asset's fair
value less costs of disposal and its value in use. The fair value is the amount
obtainable from 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 future 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 speclfic to the asset. For an
asset that does not generate cash flows largely independent of those from other
assets, the recoverable amount is determined for the cashgenerating 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 recognized in 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 depreciation 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 profit or loss. After such reversal, the depreciation, amortization and

depletion expense is adjusted in future years lo allocate the asset's revised carrying
amount, less any residual value, on a systematic basis over its remaining life.

Capital 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 settle the
Iiability of the Group, the shares shall be measured either at the fair value of the
shares issued or fair value of the liability settled, whichever is more reliably
determinable.

Direct costs incurred related to the equity issuance, such as underuriting, 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 deficit.

Deflcit and Dividend Distribution
Deficit represents the cumulative balance of periodic profit (loss), dividend
distributions, prior period adjustments and effects of changes in accounting policy and
capital adjustrnents.

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