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STATEMENT OF MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL STATEMENTS

The management of Century Peak Metals Holdings Corporation and Subsidiaries (“the Group”),
is responsible for the preparation and fair presentation of the consolidated financial staternents as at
and for the years ended December 31, 2014 and 2013, including the additional components attached
therein, in accordance with the Philippine Financial Reporting Standards. This responsibility includes
designing and implementing internal controls relevant to the preparation and fair presentation of
consolidated financial statements that are fiee from material misstatement, whether due to fraud or
error, selecting and applying appropriate accounting policies, and making accounting estimates that
are reasonable in the circumstances.

The Board of Directors reviews and approves the consolidated financial statements and submits the
same to the stockholders.

R.G. Manabat & Co,, the independent auditors appointed by the stockholders, has audited the
consolidated financial statements of the Group in accordance with Philippine Standards on Auditing,
and in its report to the stockholders, has expressed its opinion on the faimess of presentation upon
completion of such audit,
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REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Stockholders

Century Peak Metals ™~ Idings Corporation and Subsidiaries
14/F Equitable Tower, 8751 Paseo de Roxas

Salcedo Village, Makati City

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Century Peak Metals
Holdings Corporation and Subsidiaries, which comprise the consolidated statements of ~ ancial
position as at December 31, 2014 and 2013, and the consolidated statements of comprehensive
imcome, consolidated statements of changes in equity and consolidated statements of cash flows
for each of the three years in the period ended December 31, 2014, and notes, comprising a
summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsibie for the preparation and fair presentation of these consolidated
financial statements in accordance with Philippine Financial Reporting Standards, and for such
internal control as management determines is necessary to enable ” preparation of consolidated
financial statements that are free from material misstatemnent, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on
our audits. We conducted our audits in accordance with Philippime Standards on Auditing. Those
standards require that we comply with ethical requirements and plan and perfo  the audit to
obtain reasonable assurance about whether the consolidated financial statements are free from
material misstatement.

An audit imvolves performing procedures to obtain audit evidence ahout the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditors’ judgment, including the assessment of the risks of material misstatement of the
consolidated financial statemnents, whether due to fraud or error. In making those risk
assessments, the auditors consider internal control relevant to the entity’s preparation and fair
presentation of the consolidated financial statements * 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 entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made
by management, as well as evaluating the overall presentation of * : consolidated financial
statements.

We believe that the audit evidence we have obt: ©  d is sufficient and appropriate to provide a
basis for our audit opinion.
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
consolidated fin  .al position of Century Peak Metals Heldings Corporation and Subsidiaries as
at December 31, 2014 and 2013, and its consolidated financial performance and its consclidated
cash flows for each of the three years in the period ended December 31, 2014 in accordance with
Philippine Financial Reporting Standards.
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CENTURY PEAK METALS HOLDINGS CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2014, 2013 AND 2012

Attributable to Equity Holders of the Parent

Additional Retained Noncontrolling
Capital Stock Paid-in LEarnings Interest
(Note 17) Capital {Delicit) Total (Note 17) Total Equity
Balance at January 1, 2012 P2,820,330,450 P1,931,550 (P71,732,673) P2,750,529,327 P84,938,088 P2,835,467,415
Net loss/total comprehensive loss for the year - - (22,128,667) (22,128,667) (5,452,641) (27,581,308)
Balance at December 31, 2012 2,820,330,450 1,931,550 (93,861,340) 2,728.,400,660 79,485,447 2,807,886,107
Net loss/total comprehensive loss for the year - - (147,587,768) (147,587,768) (92,778,094) (240,365,862)
Batance at December 31, 2013 2,820,330,450 1,931,550 (241,449,108) 2,580,812,892 (13,292,647) 2,567,520,245
Net income/tolal comprehensive income for the year - - 333,747,476 333,747 476 4,662,384 338,409,860
Balance at December 31, 2014 P2,820,330,450 P1,931,550 P92,298.368 P2,914,560,368 (P8,630,263)  P2,905,930,105

See Notes to the Consolidated Financial Stutements.



CENTURY PEAK METALS HOLDINGS CORPORATION
AND SURSIDIARIES
CONSOL™™ATED STA1nMENTS OF CasH FLOWS

Vears Ended December 31

_ Note 2014 2013 2012
CASH FLOWS FROM
OPERATING ACTIVITIES
Income (loss) before income tax P336,404,440  (P241,980,138)  (P10,758,365)
Adjustments for:
Depreciation, amortization and
depletion 9,10 256,805,219 44,672,334 64,202,144
Interest expense i3 1,758,801 854,342 776,954
Interest income 4 {24,083) (18,919) (13,989)
Unrealized foreign exchange
losses 1,358,419 3,319,908 251,057
Impairment losses on property
and equipment Y - 197,019,755 -
Reversal of impairment losses
on trade receivables - (3,266,916) -
Provision for impairment losses
on input VAT - - 460,683
Operating income vcfore working
capital changes 596,302,796 600,366 54,918,284
Decrease (increase) in:
Trade receivables (256,787,152) 27,046,614 (23,804,937)
Inventories (1,495,665) (46,776,254) 96,279,812
Other current assets i8 (34,016,109) (12,148,142) (9,433,096)
Long-term receivable - (12,577,754) -
Increase in accounts payable and
other ¢r=nt labilities 226,482,062 30,926,913 1,005,174
Net cash generated from
{used in) operations 530,485,932 (12,928,257) 118,965,237
Inferest received 24,083 18,919 13,989
Income taxes paid (820,289) (2,194,360) (3,261)
Interest paid (298,163) (1,485) -
Net cash provided by (used in)
operating activities 529,391,563 (15,105,183) 118,975,965
CASH FLOWS FROM
INVESTING ACTIVITIES
Acquisition of property and
equipment 9 {491,286,396) (81,270,171} (21,731,641)
Decrease (increase) in:
Due from related parties (9,200,310) (7,927,581) 2,558,166
Other noncurrent assets (11,046,338) (10,454,923) 17 £70,305)
Net cash used in investing activities (511,533,044} {99,652,675) (31,842,780)

Forward



Years Ended December 31

Note 14 2013 2012
CASH FLOWS FROM A
FINANCING ACTIVITY
Advances from (payments to)
stockholders ' 18 78,903,065 oo, 064,886 (P75,175,984)
EFFECT OF EXCHANGE
RATE CHANGES IN CASH (1.752419) (3,319,908) (225,818)
NET INCREASE (DECREASE)
IN CASH 95,403,165 (19,012,880) 11,731,383
CASH AT BEGINNING OF
_ VEAR B Y] 23,139,550 11,408,167
CASH AT END OF YEAR 4 P99,529,835 P4,126,670 P23,139.550

See Notes to the Consolidated Financial Statements.



CENTURY PEAK METALS HOLDINGS CORPORATION
AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL o1 ATEMENTS

1. OFpuiaw wliavs mation

Century Peak Metals Holdings Corporation {CPMHC or the ‘“Parent Company”), was
incorporated and registered with the Philippine Securities and Exchange Commission
(SEC) on December 30, 2003. On February 15, 2008, the SEC approved the change in
the Parent Company’s corporate name to Century Peak Metals Holdings Corporation.

On Aprit 14, 2008, the SEC approved the amendment of the Parent Company’s Articles
of Incorporation changing its primary purpose to include promoting, operating,
managing, holding, acquiring or investing in corporations or entities that are engaged in
mining activities or minmg-related activities. The Parent Company further expanded its
primary purpose by including investing in real estate development and energy. The
amended Articles of Incorporation was approved by the SEC on March 18, 2010.

The Parent Company listed its commmon 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:

Percents — ~* Ownership ©

Direct TnAirect
Century Peak Corporation {Cre) 100.00 -
Century Hua Guang Smelting Incorporated (CHGSI) 55.00 -
Century Sidewide Smeltmg Incorporated (CSSI) 60.00 -
Century Summit Carrier, Inc. (7¢) ®© - 50.00

® Based on the Parent Company's interest it s Ssued and outstanding shares of ine subsidiaries.
WCSST and CSCIwere incorporated on September 6, 2011 and September 29, 2011, respectively.
“wned by the Parent Company through CFC.

The registered office address of the Parent Cownpany and its subsidiaries (collectively
referred to as the “Group®) is at 14/F Equitable Tower, 8751 Paseo de Roxas, Salcedo
Village, Makati City.

The Parent Company’s subsidiaries were all mcorporated in the Philippines and
registered with the SEC. Their principal activities are as follows:

CPC and CHGSI Invest m 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,
chromites, nickel, etc.

CSSI Invest 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.

CS8Ct Engage in the business of operating barges, steamships,
motorboats and other kinds of water crafts for the
trangportati~~ of cargoes and »»<sengers.




Registration of CPC with the Board of Investments (BOI)

On May 7, 2010, CPC was registered with the BOI with Certificate of Registration
No. 2010-093 (the “BOI Registration™), on its mining and extraction of nickel ore at
Casiguran, Loreto, Dinagat Islands (the “Project™), as a new project on a Non-Pioneer
Status under the Omnibus Investments Code of 1987 (Executive Order No. 226).

As a BOI-registered entity, CPC is entitled to the following incentives, among others:

a. Tax credit on taxes and duties paid on raw materials and supplies in producing its
export product for a period of ten (10) years from start of commercial operations;

b. 7 vortation of consigned equipment for a period of ten (10) years from date of
registration;

c. Exemption from wharfage dues, any export tax, duties, imposts and fees for a ten
(10) year period from date of registration; and

d. Simplification of customs procedures for the importation of equipment, spare parts,
raw materials and supplies.

On January 14, 2015, BOI granted the Company’s request to amend the Specific Terms
and Conditions of its BOI Registration, which entitled the Project to a one-year Income
Tax Holiday incentive covering taxable year 2014 only.

The Smelting Plant Project
CHGSI

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 ° ral resources in the Philippines such as iron ore, copper, gold, silver, lead,
manganese, chromites, 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 m
the production of ferro-nickel (pig iron) at the Leyte Industrial Development Estate -
Special Economic Zone (LIDE-SEZ).

By virtue of its PEZA registration, CHGSI is entitled, among other incentives, to four (4)
years income tax holiday, which shall he 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 ifs registration.

CSSI

In 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, 1 primarily does
mineral ore trading. It 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,
CSS1is incorporated.



CSCI

On December 8, 2011, CSCI was registered with the Maritime Industry Authority with
Certificate No. DS0-2006-003-095 (2011) under Marina Circular 2006-003, which is
valid until December 7, 2014,

2. Basis of Preparation

Statement of Compliance

The consolidated financial statements have been prepared in compliance with Philippine
Financial Reporting Standards (PFRSs). PFRSs are based on International Financial
Reporting Standards (IFRSs) issued by the International Accounting Standards Board
(IASB). PFRSs consist of PFRSs, Philippine Accounting Standards (PASs), and
Philippine Interpretations issued by the Financial Reporting Standards Council (FRSC).

The accomnpanying consolidated financial statements were authorized for issue by the
Group’s Board of Directors (BOD) on April 13, 2015.

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

Basis of Consolidation

The consolidated financial stat  nts include the accounts of the Group from the date
control was obtained by the Parent Company. Equity attrihuted to the equity holders of
the Parent Company is based on its share in net profits and net assets of the investees in
accordance with the investees” Articles of Incorporation.

The consolidated financial statements reflect the consolidated accounts of the Group.
Intra-group halances 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 returns from its involveinent 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.

Nonco = Uing Interest
Noncontrofling interest represents the interests not held by the Parent Company in its

subsidiaries.

Functional and Presentation Currency

The consolidated financial statements are presented in Philippine peso, which is the
Group’s functional currency. All financial information presented in Philippine peso has
been rounded-off to the nearest peso, unless otherwise indicated.




Use of Estimates and Judgments
The preparation of the consolidated financial statements in conformity with PFRSs

requires management to make judgments, estimates and assumptions that affect the
application of accounting policies and the amounts reported in the consolidated financial
statements. The 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.

Judgments
In the process of applying the Group’s accounting policies, management has made the

followmg judgments, apart from those involving estimations, that have the most
significant effect on the amounts recognized in the consolidated financial statements:

Legal Contingencies

As at December 31, 2014  * 2013, management, in consultation with outside counsel
handling the Group’s defense in legal matters, determined that there are no ongoing
litigations filed against the Group that would have a material adverse impact on the
consolidated financial stateinents.

Determining whether an Arrangement Contains a Lease

The Company uses its judgment in determining whether an arrangement contains a lease,
based on the substance of the arrangement at inception date and makes assessment of
whether the arrangement is dependent on the use of a specific asset or assets, the
arrangement conveys a right to use the asset and the arrangement transfers substantially
all the risks and rewards incidental to ownership to the Company.

Operating Lease - The Company as Lessee

The Company has entered into various arrangements covering the lease of its warehouse,
equipment and residence of officers. In determining whether all significant risks and
rewards of ownership remain with the lessor or transferred to the lessee, the following

factors are considered;
a. the ownership of the asset does not transfer at the end of the [ease term;

h. there is no option to purchase the asset at a price which is expected to be sufficiently
lower than the fair value at the date the option becomes exercisable such that, at the
inception of the lease, it is reasonably certain that the option will be exercised;

c. the lease term is not for the major part of the economic life of the asset even if title is
not transferred,

d. at the inception of the lease the present value of the minimum lease payments
amounts to at least substantially all of the fair value of the leased asset; and

¢. the leased assets are of such a specialized nature that only the lessee can use them
without major modifications.



The Company has determined that the lessors retain all the significant risks and rewards
of ownership of the properties and, as such, accounts for the agreements as operating
leases.

E~+ates and Assumpticns

Tne key assumptions 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 Allowance for Impairment Losses on Trade Receivables

The Group maintains an allowance for impairment losses on receivables at a level
considered adequate to provide for potential uncollectible receivables. The level of this
allowance is evaluated by management on the basis of factors that affect the collectability
of the accounts. These factors include, but are not limited to, the length of the Group’s
relationship with the customer, the customer’s payment behavior and known market
factors. The Group performs regular review of the age and status of receivables, designed
to specifically identify accounts with objective evidence of impairment and provides
these with the appropriate allowance for impairment losses. The review is accomplished
using a com'  tion of specific and collective assessment approaches, with the
impairiment losses being determined for each risk grouping identified by the Group. The
amount and timing of recorded expenses for any period would differ if the Group made
different judgments or utilized different methodologies. An increase in the allowance for
impairment losses on receivables would increase the recorded operating expenses and
decrease current assets.

Trade receivables amounted to P256.8 million at December 31, 2014 (see Note 5).

Estimating Net Realizable Value of Inventories

In determining the net realizable value of * entories, the Company considers inventory
obsolescence based on specific identification and as determined by management for
inventories estimated to be unsaleable in the future. The Company adjusts the cost of
inventories to the net realizable value at a level considered adequate to reflect any market
decline in the value of the recorded inventories. The Company 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 net realizable
values. 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.

As at December 31, 2014 and 2013, the cost of inventories amounted to P49.9 million
and P47.8 million, respectively (see Note 6).

Estimaring Allowance for Impairment Losses on nput Value-added Tax (VAT)

The Group maintains an allowance for impairment losses at a level considered adequate
to provide for probable unrecoverable amounts of input VAT. The Ievel of this allowance
is evaluated by management on the basis of factors that affect the recoverability of the
account.

Management has provided allowance for input VAT amounting to P9.1 million as at
December 31, 2014 and 2013. The carrying value of input VAT as at December 31, 2014
and 2013 amounted to P17.5 million and P10.0 million, respectively (see Note 7).



Estimating Useful Lives of Property and Equipment (Excluding Mine Site Development
Cost)

The Company reviews at each reporting date the estimated nseful lives (EUL) of property
and equipment (excluding mine site development cost) based on the period over which
the assets are expected to be available for use and updates these expectations if actual
results differ from previous estimates due to physical wear and tear and tec’ cal or
commercial obsolescence. It is possible that future results of operations could be
materially affected by changes in these estimates brought about by changes in the factors
mentioned, A reduction in the EUL of property and equipment (excluding mme site
development cost) will increase the recorded depreciation and amortization expense and
decrease noncurrent assets.

As at December 31, 2014 and 2013, property and equipment (excluding mine site
development cost), net of accumulated depletion, depreciation and amortization,
amounted to P764.4 million and P419.5 million, respectively (see Note 9).

Estimating Allowance for Impairment Losses on Nonfinancial Assets

The Group assesses the impairment of its explored mineral resources, property and
equipment and investment properties whenever events or changes in circumstances
indicate that the carrying value of the assets or group of assets may not be recoverable.
Factors that the Group considered in deciding when to perform impairment review
includes the following, among others:

»  The period for which the Group has the right to explore the specific areas has expired
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 the 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,

»  Sufficient data exist to indicate that, although a development in the specific area is
likely to proceed, the carrying amount of the explored mineral resource is unlikely to
be recovered in full from successful development or by sale;

» Significant under-performance of a business or product line in relation to
expectations; :

=  Significant negative industry or economic trends; or
= Significant cbanges or planned changes in the use of the assets.

In 2013, the Group recognized impairment losses on its property and equipment
amounting to P197.0 million, resulting from the destruction caused hy typhoon Yolanda,
which the fair value is based on current replacement costs.

As at December 31, 2014 and 2013, management assessed that there are no impairment
indicators relating to the Group’s non-financial assets, other than input VAT.
Accordingly, the Group did not recognize any impairment losses on its nonfinancial
assets in 2014 and 2013.



The carrying values of investment properties, property and equipment, and explored
mineral resources are disclosed in No 8, 9 and 10 to the consolidated fir :ial
statements, respectively.

Valuation of Explored Mineral Resources

The Group recognized explored mineral resources at its fair value as of initial
recognition. The Group estimated the fair value based on the cash flow generation of the
relevant 1 ° ral property covered by the acquired MPSA. Assumptions and methods
used in the estimation are disclosed in Note 10 to the consolidated financial statements.
The amount initially recognized would differ if the Group utilized different valuation
methodologies and assumptions. Using a different amount to recognize the explored
mineral resources as of initial recognition would affect the periodic amortization expense
and any impairment losses whicl 1y be subsequently recognized,

The carrying value of explored mineral resources amounted to P1.9 billion and P2 billion
as at December 31, 2014 and 2013, respectively (see Note 10).

Estimating Recoverable Reserves

Recoverable reserves and resource estimates for development projects are, to a large
extent, based on the mterpretation 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 aftributed 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 from block grading and production activities or froin
changes in economic factors, including product prices, contract terms or development
plans.

Esti  tes of reserves for undcveloped or partiaily developed areas are subject to greater
uncertainty over their future life than estimates for reserves for areas ~ ~ 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 inay lead to revisions, It
is possible, however, that future results of operations could be materially affected by
changes ~ 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 value of mine site developinent cost amounted to P398.8 million and
P411.3 million as at December 31, 2014 and 2013, respectively (see Note 9). As at
December 31, 2014 and 2013, the carrying value of explored mineral resources amounted
to P1.9 billion and P2 billion, respectively (see Note 10).

Estimating Provision for Site Rehabilitation

In determ™ ° g the provision for mine rehabilitation, the Group considers factors that affect
the calculation of the ultimate liability. These factors inciude, but not limited to, the extent
and costs of rehab™" lon activities, technological changes, regulatory changes and changes
in discount rates. The Group reviews and updates these factors on a continuous basis. It is
possible that future results of operations could be materially : cted by change in the
provision for site rehabilitation brought about by the changes in the factors  ntioned.

-8-



As at December 31, 2014 and 2013, the provision for site rehabilitation costs amounted
to P10.3 million and P9.3 million, respectively (see Note 13).

Estimating Allowance for Impairment Losses on Nonfinancial Assets

The Company assesses at each reporting date whether there is an indication that items of
property and equipment, investments in subsidiaries and investment properties 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 Company to make estimates and assumptions that can materially affect
the separate financial statements. Further events could cause the Company to conclude that
these assets are impaired. Any resulting impairment loss could have material impact on the
unconsolidated financial position and performance of the Company.

The preparation of the estimated future cash flows invelves estimations and assumptions.
While the Company believes that its assumptions are appropriate and reasonable, significant
changes in these as i may materially affect the Company’s assessment of the
recoverable amounts and inay lead to future additional impairment.

The Company recognized impairment losses on its property and equipment amounting to
P197.02 million in 2013. There is no additional impairment on the Company’s property
and equipment in 2014.

Estimating Realizability of Deferred Tax Assets

The Comp. - reviews the carrying amounts of deferred tax assets at each reporting date and
reduces the carrying amounts to the extent that it is no longer probahle that sufficient taxable
profit will be available to allow all or part of the deferred tax assefs to be utilized. The
Company also reviews the expected timing and tax rates upon reversal of temporary
differences and adjusts the impact of deferred tax accordingly. The Company’s assessment on
the recognition of deferred tax assets is based on the forecasted taxable income of the
subsequent reporting periods. This forecast is based on the Company’s}  results and future
expectations on revenues and expenses.

Recognized deferred tax assets amounted to P6.2 million and P4.2 million as at
December 31, 2014 and 2013, respectively (see Note 16).

3. Summary of dignificant 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.



Adc—+i-= of *--==*-1-~*~ o Standards

The wivup was auupiwu we following amendments to standards and new interpretation
starting January 1, 2014 and accordingly, changed its accounting policies. Except as
otherwise indicated, the adoption of these amendments to standards and interpretation did
not have any significant impact on the Group’s consolidated financial statements.

»  Offsetting Financial Assets and Financial Liabilities (Amendments to PAS 32). These
amendments clarify that:

» an entity currently has a legally enforceable right to set-off if that right is:
- notco ' pgent on a fuhure event; and
. enforceable both in the normal course of business and in the event of default,
insolvency or bankruptcy of the entity and all counterparties; and

e gross settlement is equivalent to net settlement if and only if the gross settlement
mechanism has features that:
- eliminate or result in insignificant credit and liquidity risk; and
- process receivables and payables in a single settiemcnt process or cycle.

= Recoverable Amount Disclosures for Non-Financial Assets (dmendments to PAS 36).
These narrow-scope amendments tc ~AS 36 address the disclosure of information
about the recoverable amount of impaired assets if that amount is based on fair value
Jess costs of disposal. The amendments clarified that the scope of those disclosures is
limited to the recoverable amount of impaired assets that is based on fair value less
costs of disposal.

" Measurement of short-term receivables and payables (Amendment to PFRS 13). The
amendment clarifies that, m issuing PFRS 13 and making consequential amendments
to PAS 39 and PFRS 9, the intention is not to prevent entities from measuring short-
term receivables and payables that have no stated interest rate at their invoiced
amounts without discounting, if the effect of not discounting is immaterial.

Reco -~ -*™~-~-jal Instruments

Date o xecognirion. 'he Group recognizes a financial asset or a fmancial liability in the
consolidated statements of financial position when it becomes a party to the contractual
provisions of the instrument. The Group determines the classification of its financial
assets and liabilities on initial recognition and, where applicable and appropriate,
re-evaluates this designation at each reporting date. In the case of a regular way purchase
or sale of financial assets, recognition and derecognition, as applicable, is done using
trade date accounting. Regular way purchases or sales of financial assets require delivery
of assets within the period generally established by regulations or convention in the
marketplace.

Initial Recognition of Financial Instruments. Financial instruments are recognized
initially at fair value, which is the price that would be received to sell an asset or paid to
transfer a Hability in an orderly transaction between market participants at a measurement
date. The fair value of a financial instrument on initial recognition is normally the
transaction price (i.e., the fair vatue of the consideration given or received). If a financial
asset is not subsequently accounted for at FVPL, the initial measurement includes
transaction costs that are directly attributable to the asset’s acquisition or origination.
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The Group classifies its financial assets in the following categories: HIM investments,
AFS financial assets, FVPL financial assets and loans and receivables. The Group
classifies its financial liabilities as either FVPL financial liabilities or other financial
liabilities, The classification depends on the Group’s business model for managing
financial instruments and the contractual cash flow characteristics of the financial
instruments. The management determines the classification of its financial assets and
liabilities at initial recognition and, where allowed and appropriate, re-evaluates this
designation at every reportmg date.

As at December 31, 2014 and 2013, the Group has no designated FVPL financial assets
and liabilities and HTM investments.

Loans and Receivables. Loans and receivables are financial assets with fixed or
determinable payments that are not quoted in an active market. They are not entered into
with the intention of immediate or short-term resale and are not designated as AFS or
FVPL financial assets. Such assets are recognized initially at fair value. After initial
recognition, loans and receivables are subsequently measured at amortized cost using the
effective interest method, less any allowance for impairment losses, if:

= the loans and receivables are held within a business mode! whose objective is to hoid
such assets in order to collect contractual cash flows; and

» the contractual terms of the loans and receivables give rise, on specified dates, to
cash flows that are solely payments of principal and interest,

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. Gains and losses
are recognized in profit or Joss when the loans and receivables are derecognized or
impaired, as well as throngh a  rtization process. Loans and receivables are classified as
current assets if maturity is within 12 months from the reporting date. Otherwise, these
are classified as noncurrent assets.

Loans and receivables comprise cash, trade receivables, due from related parties, long-
term receivable, advances to employees, suppliers and third parties, and rehabilitation
funds.

Cash includes cash on hand and in banks, which is stated at face value.

The current portion of the Group’s long-term receivable and advances to employees,
suppliers and third parties are included as part of “Other current assets” account in the
consolidated statements of financial position. The noncurrent portion of long-term
receivable and rehabilitation funds are included as part of “Other noncurrent assets”
account in the consclidated statements of financial position.

AFS Financial Assets. AFS securities are financial assets which are designated as such,
or do not qualify to be classified or have not been classified under any other financial
category. They are purchased and heid indefinitely and may be sold in response to
liquidity requirements or changes in market conditions. These include debt and equity
securities.
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After initial measurement, AFS fmancial assets are subsequently measured at fair value.
Changes in fair value, other than impairment losses, and foreign currency differences on
AFS equity securities are recognized in other comprehensive income as “Unrealized
gains or losses on AFS securities” and are presented within equity. The losses arising
from the impairment of such securities are recognized in profit or loss. When the security
is disposed of, the cumulative gain or loss previously recognized in other comprehensive
income is transferred to profit or loss. The effective yield component of AFS debt
securities, as well as the impact of restatement on foreign currency-denominated AFS
debt securities, is reported in profit or loss.

When the fair value of AFS financial assets cannot be measured reliably because of lack
of reliable estimates of unobserved inputs such as in the case of unquoted equity
instruments, these financial assets are allowed to be carried at cost less impairment, if
any.

This category includes equity securities not held for control or significant influence over
the investee.

As at December 31, 2014 and 2013, the AFS financial assets represent the Group’s
investment in the common shares of Century Peak Property Development, Inc. (CPPDI).
These equity instruments do not have a quoted market price in an active market and are
measured at cost less impairment, if any.

Other Financial Liabilities. This category pertains to financial liabilities that are not held
for trading or not designated as at FVPL upon the inception of the liability. These include
liabilities arising from operations or borrowings.

The financial liabilities are recognized initially at fair value plus any directly attributable
transaction costs. Subsequent to initial recognition, these financial liabilities are
measured at amortized cost, taking into account the impact of applying the effective
interest method of amortization (or accretion) for any related premium, discount and any
directly attributable transaction costs.

Included in this category are the Group’s accounts payable and other current liabilities
and amounts due to related parties that meet the above definition (other than liabilities
covered by other PFRSs, such as income tax payable).

‘Day 1’ Profit. Where the transaction price in a non-active market is different from the fair
value of ather 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. In 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 mputs become observable or when the instrument js derecognized. For
each transaction, the Group determines the appropriate method of recognizing the
‘Day 1° profit amount,

Offsetting Financial Instruments. Financial assets and financial liabilities 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.
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Dereco ' fFinancial Assets and Liabilities

Finagnciar Assers

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 from 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 throngh” arrang  at; 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 retaimed substantialty all the risks and rewards of the asset, but
has transferred control of the asset.

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 m: ~ wm amount of consideration that the Group could be
required to pay.

Financial Liabilities

A fmancial 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 es” ated
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. When applicable, the Group uses valuation
techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximizing the use of relevant observable inputs and
minimizing the use of unobservable inputs. Information 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 valne hierarchy based on the
inputs used in the valuation techniques as follows:

» Llevell: 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
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= Level 3: inputs for the asset or liability that are not based on observable market data
{(unobservable inputs).

If 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 measur  :nt 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.

Inventories

Inventories, which consist of nickel and chromite ores, are measured at the lower of cost
or net realizable value (NRV). NRYV is the estimated seflmg 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 weighted average method of inventory costing. Under the
weighted average cost formula, the cost of each item is determined from the weighted
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 weighted average cost and comprises direct materials, labor and an
appropriate portion of fixed and variable production overhead expenditure on the basis of
normal operating capacity, inciuding depreciation and amortization incurred in
converting materials to finished products.

I " er* "o

Investment properues 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. Subsequent to initial recognition, investment properties are carried
at cost less any impairment in value.

Investment 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 profit or loss m 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.

Explored Mineral Resources

Explored mineral resources represent the Group’s intangible asset for its right to mine
certain areas. Such intangibie asset, which has a definite useful life, was acquired by the
Group in relation to its acquisition of a group of assets.
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Explored mineral resources are measured at cost of acc .ition 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.

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 mtangible
assets is classified as held for sale in accordance with PFRS 5 and the date that asset is
derecognized.

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

Property and Equipment

Property and equipment are carried at cost less accumulated depletion, depreciation,
amortization and impairment losses, if any. Land is carried at cost less any impairment in
value.

Initially, 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-to-day servicing of an asset are recognized as an expense in the period
in which they are incurred.

Depreciation and amortization is computed using the straight-line method over the EUL
of the assets. Depreciation, amortization and depletion commences once the assets
become available for use. Leasehold improvements are amortized using the straight-line
method over the shorter of their EUL or corresponding lease terms,

Number of Years

Transportation and field equipment 4-10
Office equipment 3-5
Barges and boats 4
Im—-— 10

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.
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When an asset is disposed of, or is retired from use and no future economic benefits are
expec . from its disposal, the cost and accumulated depreciation, amortizatior,
depletion and impairment losses, if any, are removed from the accounts and any resulting
gain or loss arising from the retirement or dispasal 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 ¢ ‘ruction and is
stated at cost. This includes cost of construction angd 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 buttes  for impairment losses.

Mine site development costs represent the cost of road network, pier, stockyard and other
costs incurred in constructing the production infrastructure. When exploration results are
positive or commercially viable, cost incurred for deveJopment 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
peologist and certified by an independent geologist, or over the estimated life of specific
components whichever results in a shorter period of depletion.

Mine site development cost is derecognized upon disposal or when no future economic
benefits are expected to arise from the continued use of the asset. Any gain or loss
arising on the derecognition of the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the assets) is included in profit or loss in
the year the item is derecognized.

Ass * Held for Sale

Noncurrent assets or disposal groups comprising assets and liabilities, are classified as
held-for-sale if its highly probable that they will recovered primarily through sale rather
than through continuing use.

Such assets or disposal groups are generally measured at the lower of their carrying
amount and fair value less cost of disposal. Any impairment loss on a disposal group is
allocated first to goodwill and then to the remaining assets and liabilities on a pro rata
basis, except that no loss is allocated to inventories, financial assets, deferred tax assets,
employee benefit assets, or investment property, which continue to be measured in
accordance with the Company’s other accounting policies. Impairment losses on initial
classification as held-for-sale and subsequent gains and losses on remeasurement are
recognized on profit or loss.

Once classified as held-for-sale, intangible asset and property, plant and equipment are

no long amortized or depreciated, and any equity-accounted investee is no longer equity
accounted.
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Impairment
Fingncial Assets

A financial asset is assessed at each reporting date to detenn ~ : whether there is any
objective evidence that it is impaired. A financial asset is considered to be impaired if
objective evidence indicates that a loss event has occurred after the initial recognition of
the asset (an incurred “loss event”) and that the loss event had a negative effect on the
estimated future cash flows of that asset that can be estimated reliably.

If there is an objective evidence that an impairment loss on loans and recetvables carried
at amortized cost has been incurred, the amount of the loss is measured as the difference
between the asset’s carrying amount and the present value of estimated future cash flows
(excluding future credit losses that have not been incurred) discounted at the financial
asset’s original effective interest rate (i.e., the effective interest rate computed at initial
recognition). Time value is generally not considered when the effect of the discounting is
not material. The carrying amount of the asset is reduced through the use of an allowance
account. Interest income continues to be accrued on the reduced carrying amount based
on the original effective interest rate of the asset. The financial assets, together with the
associated allowance accounts, is written-off when there is no realistic prospect of future
recovery and all collateral, if any, has been realized or has been transferred to the Group.
Impairment loss is recognized m profit or toss.

The Group first assesses whether objective evidence of impairment exists individually for
financial assets that are individually significant, and individually or collectively for
financial assets that are not individually significant. If it is determined that no objective
evidence of impairment exists for an individually assessed financial asset, whether
significant or not, the asset is included in a group of financial assets with similar credit
risk characteristics and that group of financial assets is collectively assessed for
impairment. Assets that are individually assessed for impairment and for which an
impairment loss is or continues to be recognized are not included in a collective
assessment of impairment.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease
can be related objectively to an event occurring after the impairment was recognized, the
previousty recognized impairment loss is reversed, either directly or by adjusting an
allowance account. 1y subsequent reversal is recognized in profit or loss to the extent
that the carrying amount of the asset does not exceed its amortized cost at the reversal
date.

Nonfinancial Assets

The carrying amounts of the Group’s nonfinancial assets, such as property and
equipment, explored mineral resources, investment properties and other noncurrent
assets, 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 m prior periods may no longer exist or may have
decreased. If 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. In 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 specific 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 cash-generating unit to
which the asset belongs.

An impairment loss is recognized only if the carrying amount of an asset exceeds its
recoverable amount. An impairment loss is 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 foss
been recognized for the asset in prior years. A reversal of an impairment Joss is
recognized in profit or loss. After such reversal, the depreciation, amortization and
depletion expense is adjusted in future years to allocate the asset’s revised carrying
amount, less any residual value, on a systematic basis over its remaining life.

Equity
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. In case the shares are issued to extinguish or settle the liability 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 determmable.

Direct cost incurred related to the equity issuance, such as underwriting, accounting and
legal fees, printing costs and taxes are chargeable to additional paid-in capital. If
additional paid-in capital is not sufficient, the excess s charged to deficit.

Retained earnings (deficit) represents the accumulated income (losses) of the Group.

Revenue

Revenue is recognized to the extent that it is probable that the economic benefits will
flow to the Group and the revenue can be reliably measured. The following specific
recognition criteria must also be met before revenue is recognized:

Sale of Minerals

Revenue from sale of minerals, such as nickel and chromite ores, is recognized in profit
or loss on the date that minerals are delivered to the customer. Revenue is the fair value
of the consideration received orrecei " le, net of taxes, such as VAT (if applicable).

Interest Income
Interest income is recognized on a = e-proportion basis using the effective interest
method.
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Exp
Expenses are decreases in economic benefits during the accounting period in the form of

outflows or decrease of assets or incurrence of liabilities that result in decreases in equity,
other than those relating to distributi  to equity participants. Expenses are generally
recognized when the services are rendered or the expenses are incurred.

Cost of Sales
Cost of sales is recognized when the expense is incurred and is reported in the
consolidated financial statements in the periods to which it relates.

Operating Expenses
Expenses incurred in the general administration of the day-to-day operation of the Group
are generally recognized when the service is rendered or the expense is incurred.

Taxes

Income tax expense comprises current and deferred tax. Inc : tax expemse is
recognized in profit or loss, except to the extent that it relates to items recognized directly
in equity or in other comprehensive income, in which case it is recognized in equity or in
other comprehensive income.

Current Tax

Current income tax assets and liabilities for the current period are measured at the
amount expected to be paid to the tax authority. The tax rates and tax laws used to
compute this amount are those that are enacted or substantively enacted as at the
reporting date, '

Deferred Tax

Deferred tax assets and liabilities are recognized in respect of temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and
the amounts used for taxation purposes and the carryforward tax benefits of the net
operating loss carrvover (NOLCQ) and the excess of minimum corporate income tax
(MCIT) over the regular corporate income tax (RCIT). The amount of deferred tax
provided is based on the expected manner of re ** ton or setttement of the carrying
amount of assets and liabilities, carryforward benetrts of NOLCO and MCIT, using tax
rates enacted or substantively enacted at the reporting date.

Deferred tax is not recognized for:

= temporary differences on the initial recognition of assets or liabilities in a transaction
that is not a business combination | that affects neither accounting nor taxable
profit or loss;

» temporary differences related to investments in subsidiaries and jointly controlled
entities to the extent that it is probable that they will not reverse in the foreseeable
future; and

» taxable temporary differences arising on the initial recognition of goodwill.

The carrying amount of deferred tax assets is reviewed at each reporting date. A deferred
tax asset is recognized only to the extent that it is probable that future taxable profits will
be available against which the deductible temporary differences and the carryforward tax
benefits of NOLCO and MCIT can be utilized. Deferred tax assets are reviewed at each
reporting date and are reduced to the extent that it is no longer probable that the related
tax benefit will be realized.
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In determining the amount of current and deferred tax, the Group takes into account the
impact of uncertain tax positions and whether additional taxes and interest may be due.
The Group believes that its accrual for tax liabilities are adequate for all open tax years
based on its assessment of many factors, inclu ™ ; interpretations of tax law and prior
experience. Tax assessments rely on estimates and assumptions and may involve a series
of judgments about future events. New information may become available that causes the
Group to change its judgment regarding the adequacy of existing tax availabiljties; such
changes to tax liabilities will impact tax expense in the period that such a determination
is made.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to set off
current tax assets and liabilities and the deferred taxes relate to the same taxable entity
and the same taxation authority.

VAT
Revenues, expenses and assets are recognized net of the amount of VAT, except:

* where the sales tax incurred on a purchase of assets or services is not recoverable
from the tax authority, in which case the sales tax is recognized as part of the cost of
acquisition of the asset or as part of the expense item as applicable; and

* receivables and payables that are stated with the amount of VAT included.

The net amount of sales tax recoverable from, or payable to, the tax authority is included
as part of receivables or payables in the Group’s consolidated statements of financial
position.

Final Tax

Final tax represents tax on interest income derived from bank deposits. Final tax is
recognized in profit or loss in the same period when the related interest income is
recognized and is withheld by the depository bank for remittance to the taxing authority.

Foreign Currency ™ tions

The functional ana presentation currency of the Group is the Philippine peso.
Transactions in foreign currencies are recorded in Philippine peso based on the exchange
rates prevailing at the transaction dates. Foreign currency denominated monetary assets
and habilities are transiated into Philippine pesc using the prevailing exchange rate at the
reporting date. Exchange gains or losses arising from translation of foreign currency
denominated items at rate different from those at which they were previously recorded
are recognized in profit or loss.

Provisions

Provisions are recognized when the Group has a present legal or constructive obligation
as a result of past event, it is more likely than not that an outflow of resources will be
required to settle the obligation, and the amount can be reliably estimated. Provisions are
not recognized for future operating losses.

Provisions are measured at the present value of the expenditures expected to be required
to settle the obligation using a pre-tax rate that reflects the curreut market assessment of
the time value of money and, where appropriate, the risk specific to the obligation.
Where discounting is used, the increase in the provision due to the passage of time is
recognized as inferest expense.
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Whe  the Group expects sa  or all of a provision to be reimbursed, the reimbursement is
recognized only when the reimbursement is virtually certain. The expense relating to any
provision is presented in profit or loss, net of any reimbursement.

Provision for Site Rehabilitation

The Group records the present value of estimated costs of legal and constructive
obligations required to restore operating locations in the period in which the obligation is
incurred. The nature of these restoration activities includes dismantling and removing
structures, rehabilitating mines and tailing dams, dismantling operating facilities, closure
of plant and waste sites, and restoration, reclamation and re-vegetation of affected areas,
The obligation generally arises when the ground/environment is disturbed at the
production location. When the liahility is initially recognized, the present value of the
estimated cost is capitalized by increasing the carrying amount of the refated mine assets.
Overtime, the discounted liability is increased for the change m present value based on
the discount rates that reflect current inarket assessments and the risks specific to the
liability. The periodic uawinding of the discount is recognized in the statements of
comprehensive income as a finance cost. Additional disturbances or changes in
rehabilitation costs will be recognized as additions or charges to the corresponding assets
and rehabilitation liability when they occur.

Me-sie-encies

Lontingent liabilities are not recognized in the consolidated financial statements. They
are disclosed in the notes to the consolidated financial statements unless the possibility of
an outflow of resources embodying economic benefits is remote. Contingent assets are
not recognized m the consolidated financial statements but are disclosed in the notes to
consolidated financial statements when an inflow of economic benefits is probable.

™ -f-+- 7 Parties

Kelatea party relationship exists when one party has the ability to control, directly or
indirectly, throngh one or more intermediaries, the other party or exercise significant
influence over the other party in making financial and operating decisions. Such
relationship also exists between and/or among entities which are under common control
with the reporting enterprise, or between and/or among the reporting enterprise and its
key management personnel, directors, or its stockholders. In considering each possible
related party relationship, attention is directed to the substance of the relationship, and
not merely the legal form,

Earnings (Loss} ™ “"-1e

Basic earnings (loss) per share in the consolidated financial statements is determined by
divid® net income (loss) attributable to equity holders of the Parent Company by the
weighted average number of shares outstanding, after giving retroactive effect to any
stock dividends declared during the year. Diluted EPS is computed in the same manner as
basic EPS, however, net income attributable to common shares and the weighted average
number of shares cutstanding are adjusted for the effects of all dilutive potential common
shares (see Note 20).

Events After the Reporting Date

Post year-end events that provide additional information about the Group’s financial
position &t the reporting date (adjusting events) are reflected in the consolidated financial
statements, Post year-end events that are not adjusting events are disclosed when
material.
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Standards Issued B ™»7-+ %74 4 Seme-d

A number of new swauuarus anlu anwuuments to standards are effective for annual periods
beginning after January 1, 2014, However, the Group has not applied the following new
or amended standards in preparing these consolidated financial statements. Unless
otherwise stated, none of these are expected to have a significant impact on the Group’s
consolidated financial statements.

Effective July 1, 2014

Annual Improvements to PFRSs: 2010 - 2012 and 2011 - 2013 Cycles - Amendments
were made to a total of nine standards, with changes made to the standards on
business combinations and fair value measurement in both cycles. Most amendments
will apply prospectively for annual periods beginning on or after July 1, 2014 ™ rlier
application is permitted, in which case the related consequential amendments to other
PFRSs would also apply, Special transitional requirements have been set for
amendments to the following standards: PFRS 2, PAS 16, PAS 38 and PAS 40. The
following are the said innprovements or amendments to PFRSs, none of which has a
significant effect on the consolidated financial statements of the Group:

Scope of portfolio exception (Amendmenrt 1o PFRS 13). The scope of the
PFRS 13 portfolio exception - whereby entities are exempted from measuring the
fair value of a group of financial assets and financial liabilities with offsetting
risk positions on a net basis if certain conditions are met - has been aligned with
the scope of PAS 39 and PFRS 9.

PFRS 13 has been amended to clarify that the portfolic exception potentially
applies to contracts in the scope of PAS 39 and PFRS 9 regardless of whether
they meet the definition of a financial asset or financial lability under PAS 32 -
e.g. certain contracts to buy or sell non-financial items that can be settled net in
cash or another financial instrument.

Definition of ‘related party’ (Amendment to PAS 24). The definition of a ‘related
party’ is extended to include a management entity that provides key management
personnel (KMP) services to the reporting entity, either directly or through a
group entity. For related party transactions that arise when KMP services are
provided to a reporting entity, the reporting entity is required to separately
disclose the amounts that it has recognized as an expense for those services that
are provided by a management entity; however, it is not required to ‘look
through’ the management entity and disclose compensation paid by the
management entity to the individuals providing the KMP services. The reporting
entity will also need to disclose other transactions with the management entity
under the existing disclosure requirements of PAS 24 - e.g. Joans,
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Effecrive January 1, 2016

Annual Improvements to PFRSs 2012 - 2014 Cycle. This cycle of improvements
contains amendments to four standards, none of which are expected to have
significant impact on the Company’s financial statements. The amendments are
effective for annual periods beginning on or after January 1, 2016. Earlier application
is permitted.

o Changes in method for disposal (Amendment to PFRS 3). PFRS 5 is amended to
clarify that:

if an entity changes the method of disposal of an asset (or disposal group} -
i.e. reclassifies an asset (or disposal group) from held-for-distribution to owners
to held-for-sale (or vice versa) without any time lag - then the change in
classification is considered a continuation of the original plan of disposal and the
entity continues to apply held-for-distribution or held-for-sale accounting. At the
time of the change in method, the entity measures the carrying amount of the
asset (or disposal group) and recognizes any write-down (impairment loss) or
subsequent increase in the fair value less costs to sell/distribute of the asset
(or disposal group); and

if an entity determines that an asset (or disposal group) no longer meets the
criteria to be classified as held-for-distribution, then it ceases held-for-
distribution accounting in the same way as it would cease held-for-sale
accounting. ' '

Any change in method of disposal or distribution does not, in itself, extend the
period in which a s:  1as to be completed.

The amendment to PFRS 5 is applied prospectively in accordance with PAS 8 fo
changes in methods of disposal that occur on or after January 1, 2016.

Effective January I, 2018

PFRS 9 Financial Instruments (2014). PFRS 9 (2014) replaces PAS 39, Financial
Instruments: Recognition and Measurement, and supersedes the previously published
versions of PFRS 9 that introduced new classifications and measurement
requirements (in 2009 and 2010) and a new hedge accounting model (in 2013).
PFRS 9 includes revised guidance on the classification and measurement of financial
assets, including a mew expected credit loss model for calenlating impairment,
guidance on own credit risk on financial liabilities measured at fair value and
supplements the new general hedge accounting requirements published in 2013.
PFRS 9 incorporates new hedge accounting requirements that represent a major
overhaul of hedge accountg and introduces significant improvements by aligning
the accounting more closely with risk management.

The new standard is to be applied retrospectively for annual periods beginning on or
after January 1, 2018 with early adoption permitted.
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7. Other Current Assets - net

Note 0 2013
Advances to:
Third parties P16,609,690 P1,776,477
Suppliers - 867,554
Employees - 2,222 668
Input VAT 26,649,142 19,122,308
Prepaid expenses 10,681,389 3,301,188
Assets held for sale 8,192,487 -
Current portion of deferred input VAT 7,997,243 600,000
Current portion of long-term receivable 21 6,045,197 7,396,610
Receivable from suppliers - 6,852,452
Others 378,811 398,593

76,553,959 42,537,850

Allowance for impairment losses ¢ input
VAT 9,128,237) (9,128,237)

P67,425,722 P33,409.613

The Group’s advances to third parties and employees are noninterest-bearing and are
collectible on demand.

Prepaid expenses consist primarily of consist of prepaid taxes, insurance, supplies and
various items that are individually immaterial. Receivable from suppliers are insurance
claims for the repairs of defective barges purchased in 2012, which were collected in 2014.

In 2013, management has comm | to sell five coasters amounting to P8.2 million.
Continuous efforts to sell the coasters are currently being implemented. The Company
expects to sell the assets in 2015,

Deferred input VAT was incurred from purchase of field and transporiation equipments.

The Group’s exposure to credit risk in respect of long-term receivable and advances to
employees, suppliers and third parties is disclosed in Note 19 to the consolidated financial
Statements.

¥. Investment Properties

Investment properties consist of two parcels of land with carrying amount of
P21.4 million as at December 31, 2014 and 2013. Fair values, which represent the price
that would be received to sell the investment properties in an orderly transaction between
market participants at the measurement date of February 28, 2011, amounted to
P35.4 million, No direct cost was incurred.

The non-recurring fair values of investment properties are determined by the Group
through an independent property appraiser usimg the market data apprc h. In this
approach, the values of the parcels of land are based on sales and listings of cornparahle
property registered within the vicimity. The comparison is premised on the factors of
JTocation, size and share of the lot, tiine element and others.
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9. Property and Equipment

Movements of this account are presented below:

Mine Site  Transporiation Oflice
Development and Field Space and Office  Construction

Land Cost Equipment  Improvements Equipment in Progress Tuotal
Cost
January 1, 2013 P40,221,355 P408,754,772 P539,200,022 P37,587.957 P5,562,215 32,045,528 P1,063,371,349
Additions - 9,385,476 71,520,091 - 364,604 - 81,270,171
Reclassifications - - {178,968,102) - - 178,968,102 -
December 31, 2013 40,221,355 418,140,248 431,752,011 37,587,957 5,926,819 211,013,630 1,144,642,020
Addilions - 2,265,298 486,213,560 - 414,738 2,392,800 491,286,396
December 31, 2014 40,221,355 420,405,546 917,965,571 37,587,957 6,341,557 213,406,430 1,635,928,416
Accumulated Depreciation, Amortization, Depletion

and Impairment L.osses

January I, 2013 - 4,660,572 74,371,647 3,750,615 4,210,614 - 86,999,448
Depeeciation, amorlization and depletion lor Lhe year - 2,199,056 24,942,455 1,503,948 1,191,953 - 29837412
Impairment losses recognized during the ycar 6,391,355 - - - 146,932 190,481,468 197,019,755
December 31, 2013 6,391,355 6,859,028 95,314,102 5,260,563 5,549,499 190,481,468 313,856,615
Depreciation, amortization and deplelion for the year - 14,752,345 142,278 554 1,503,518 361,640 - 158,896,057
December 31, 2014 6,391,355 21,611,973 241,592,656 6,764,081 5,911,139 190,481,468 472,751,672
Carrying Amount
December 31, 2013 P33,830,000 P411,280,620 332,437,909 P32,327.394 P377,320 P20,532,162 P830,785,405

December 31, 2014 33,830,000 PI98,793,573 r676,371,915 P30,823,876 P430,418 F22,914,962 P1,163,175,744







The financial model yielded an expected NPV on CPC’s group of assets amounti  to
P2.0 billion using an investment hurdle rate of 36.6%, The NPV computation assumed an
average selling price of USD 27,500.0 per metric ton of pure nickel, which considered a
16.2% discount to London Metal Exchange quoted prices; a 15-year production and
selling period with a maximum annual production yield of 2.0 million metric tons; and an
average production cost of USD 6.4 per wet metric ton. The valuation was prepared by
Asian Alliance Investment Corporation {AAIC), an independent financial advisor.
Subsequently, the Parent Company appointed Multinational Investment Bancorporation
{MIB), another independent financial advisor, to render £ * 1ess opinion to the valiation.
The result of MIB’s report dated April 9, 2008 fairly approximated that of AAIC’s report.

For purposes of computing the net present value using discounted cash flow method, the
valuation of intangible assets involves the extraction of non-replaceable resource.

The assumpti  used in the valuation included a number of market factors that are
subject to market risk, such as commodity risk and currency risk. Significant changes in
the commodity prices and foreign exchange rates would affect the fair value of the
explored mineral resource.

11. Other Noncurrent Assets

Note 2014 2013
Noncurrent portion of deferred mput VAT 7 P27,377,932 P2,170,000
Rehabilitation funds 9,532,049 3,640,075
AFS financial assets 1,500,000 1,500,000
Advances to suppliers - 117,512,183
Noncurrent portion of long-term receivable 21 - 5,181,144
Others - 8,264,487

P38.409981 P13%,267,8%89

Advances to suppliers are required down payments for the purchase of barges and blast
equipment.

Rehabilitation funds were set up by the Group to ensure availability of financial
resources for the satisfactory compliance with and performance of activities of its
Environmental Protection and Enhancement Program during the specific phases of its
mining projects. The funds also include a Social Development Management Program
fund under a Memorandum of Agreement with the Development Bank of the Philippines

(DBP).

The Group’s rehabilitation funds are deposited with DBP and eam interest at the
respective bank deposit rates.

AFS financial assets pertain to the Parent Company’s 3.0% ownership mterest in CPPDI
representing 15,000 shares at P100.00 par value, which are measured at cost in the
absence of fair value.
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As mentioned in Note 1, the Ct any is registered with BOI on its mining and
extraction of nickel ore. No incoine tax expense was recognized for the year ended
December 31, 2014 as the Company enjoyed tax credit amounting to P128.7 million for
income generated fr  ts BOI-registered activity under ITH.

As at December 31, 2014 and 2013, the Group only recognized deferred tax asset on
CPC’s NOLCO in 2013 amounting to P8 million. The NOLCO of other entities in the
Group totaling P87.6 million and P89.9 million as December 31, 2014 and 2013 has not
been recognized as deferred tax assets as management believes that it is not probable that
sufficient taxahle profit will be available against which deferred tax assets may be
utilized.

As at December 31, 2014, the Group has NOLCO which can be claimed as deduction
agi * tfuture taxable mcome as follows:

Year Expiry
Incurred Amount Applied Expirer Balance Year
2014 P19,231,470 P - P - P19,231,470 2019
2013 21,137,631 - - 21,137,631 2018
2012 23,526,603 - - 23,526,603 2017
2011 19,154,165 - - 19,154,165 2016
2010 18,304,332 5,741,213 - 12,563,119 2015
2009 7,845,643 - 7 245,643 - 2014

P109,199,844 P5,741,213 P7,845,643  P95,612,988

Under Section 244 of National Internal Revenue Code of 1997, the net operating loss of a
business or enterprise for any taxable year immediately preceding the current taxable
year which had not been previously offset as deduction from gross income, shall be
carried over as a deduction from gross income for the next three (3) consecutive taxable
years immediately following the year of such loss. Provided, that for mines other than oil
and gas wells, a net operating loss without benefits of incentives provided for under
Executive Order No. 226, As Amended, incurred in any of the first ten (10) years of
operation may be carried over as a deduction from taxable income for the next five (5)
years immediately following the year of such loss. Following this NIRC, CPC could
carry over its NOLCO for ™ re (5) years, while the other subsidiaries of the Group could
carry over its NOLCQ for three (3) years.

The components of the Company’s deferred tax assets (liability) recognized in the
consolidated statements of financial position are as follows:

Recognized in

2014 January 1 Profit 0- " 788 December 31

Deferred tax assets:
NOLCO P2,405,401 (P679,543) P3,084,944
Provision for site rehabilitation - net 1,495,072 (910,329) 2,405,401
MCIT 298,163 (109,248) 407,411
Unrealized foreign exchange losses

(gains) (8,137) {306,300) 298,163
Allowance for impairment losses on

recei‘ rahiac - - -
Net deferred tax assets P4,190,499 (P2.005.420) P6,195,919
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18. Relatea Party Transactions

The following are the significant related party transactions and balances:

Outst: ™ 2 Balance

Amaunt Due fron. Dhue to
of the Related Relared
Category/Transaction Year Mofe Transaction Parties Parties T e Conditions
Stnckholder
Advances* 2014 a P - P - P392,113,755 Duoe on demand; Unsecured; ng
noninterest-bearing  impairment
2013 99,725,931 - 424,114,936 Due on demand; Unseoured; no
noninterest-bearing impairment
Under Common Controt
Century Peak Energy
Corporation
Advances 2014 b 8,921,569 12,045,969 - Due on demand; Unsecured; no
neninterest-bearing  impairment
2013 3,124,399 3,124,399 - Due on demand; Unsecured; na
noninterest-bearing impairment
Phitippines Dalishi
g Ca,, loe.
Alvauu 2014 B 1,741,857 3,937,202 - Due on demand; Unzecured; no
. noninterest-bearing  impairment
2013 2,195,345 2,195,345 - Due on demand, Unsecured; no
noninieresi-bearing fmpairment
Mineral Treasures
Mining Corperation
Advances 2014 b 348,273 515,597 - Duoe on demand; Unsecured; ne
noninterest-bearing  impairment
2013 167,324 167,324 - Crue on demand; Unsecured; no
noninterest-bearing impairmemnt
Others
Advences 2014 b 1,349,658 3,790,171 - Due on demand; Unsecured; no
noninterest-bearing  impairment
2013 2,440,513 5,601,561 - Dug ¢n demand; Unsecured; no
noninterest-hearing impairment
Key Maragement Personnel
Shori-term benefits 2014 2,234,288 - -
2013 1,434,609 - -
TOTAL ~ans P20,29¢ 820 P392,113,755
TULAL 2054 P11,088,62% P424.114,936

~agvances to suppliers amounting to P110.9 million were appifed against the outstanding advances to stockholder in 2014.

a. Noninterest-bearing cash advances from stockholders were used by the Group to
finance working capital requirements.

b. Noninterest-bearing cash advances to entities under common control were provided
by the Group to finance working capital requirements.

19. Financial Risk and Capital Management Objectives and Policies

Financial Risk Management

Overview .

The Group’s financial instruments consist of cash, trade receivables, due fromn related
parties, rehabilitation funds, long-term receivable, advances to employees, suppliers and
third parties, due to related parties and accounts payable and other liabilities. The main
purpose of these financial instruments is to finance the Group’s operations. The main
risks arising from the use of these financial instruments are credit risk, liquidity risk and
market risk. '



Risk Management Framework
The BOD and management have overall responsibility for the establishment and
oversight of the Group’s risk management framework.

The Group’s risk management policies are established to identify and analyze the risks
faced by the Group, to set appropriate risk limits and controls, and t¢  onitor risks and
adherence to limits. Risk management policies and systems are reviewed regularly to
reflect changes in market conditions and the Group’s activities. The Group, through its
training and management standards and procedures, aims to develop a disciplined and
constructive control environment in v' "'h all employees understand their roles and
obligations.

There were no changes in the Group’s objectives, policies and processes for managing
the risk and the  :thods used to measure the risk from previous year.

Credit Risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a
financial instrument fails to meet its contractual obligations, and arises principally from
the Group’s bank deposits and trade debtors and is monitored on an ongoing basis. The
objective is to reduce the risk of loss through default by counterparties. The risk is
managed by spreading financial transactions, including bank deposits, across an approved
list of high quality banks.

Exposure to Credit Risk
The carrying amounts of financial assets, which are classified as loans and receivables,
represent the maximum credit exposure. Credit risk at the reporting date is as foliows:

Note 2014 2013
Cash in banks 4 P99,522,396 P4,085,678
Trade receivabies 5 256,787,152 -
Due from related parties 18 20,288,939 11,088,629
Long-term receivable 7, 11 - 12,577,754
Advances to third parties and employees 7 16,609,690 4,866,699
Rehabilitation funds I 9,532,049 3,640,075

P402,740,226 P36,258,835

Trade Receivables

The Group’s exposure to credit risk is influenced mainly by the individual characteristics
of each customer. The demographics of the Group’s customer hase have less of an
influence on credit risk.

The Group maintains a defined credit policy to ensure that the credit is given only to
customers with an appropriate credit history. As such, the Group normally does not
obtain collateral from its customers.

The Group establishes an allowance for impairment losses that represents its estimate of
incurred losses in respect of trade receivables. The main components of this allowance
are a specific loss component that relates to individually significant exposures, and a
collective foss component established for groups of similar assets © respect of losses that
have been incurred but not vet identified. The collective loss allowance is detenmined
based on historical data of payment statistics for similar financial assets,

As at December 31, 2014, the Group’s financial assets were classified as neither past due
nor impaired.
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Trade receivables which are past due but not impaired pertain to outstanding accounts of
customers that are more than 60 days past due.

The Group believes that the unimpaired amounts of not past due and past due are
collectible, based on historic payment behavior and extensive analysis of customers
counterparties credit risk.

The Group’s exposure to credit risk arises from default of the counterparty. Cash in
banks and rehabilitation funds are of high grade quality. High grade cash in banks and
rehabilitation funds are invested and deposited in reputable local banks. Trade
receivables, advances to employees, suppliers and third parties and amounts due from
related parties are of standard grade quality as at December 31, 2014 and 2013,
respectively. Standard grade quality financial assets are those assessed as having minimal
to regular instances of payment default due to ordinary/common collection issues. These
accounts are typically not impaired as the counterparties generally respond to credit
actions and update their payments accordingly.

The credit gualities of financial assets that were neither past due nor impaired are
detern * d as follows:

= (Cash and rehabilitation funds are based on the credit standing or rating of the
counterparty.

s Trade receivables, advances to employees, suppliers and third parties and amnounts
due from related parties are based on a combination of credit standing or rating of the
counterparty, historical experience and specific and coliective credit risk assessment.

The allowance for impairment losses on trade receivables as at December 31, 2014 and
2013 are based on historical collection experience of the Group and relate to outstanding
accounts of customers that are more than 60 days past due. Amounts due froin reiated
parties and advances to employees, suppliers and third parties are neither past due nor
»aired and are assessed to be fully collectible as at December 31, 2014 and 2013,

Liquidity Risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting the
obligations associated with its financial liabilities that are settled by delivering cash or
another financial asset. The Group considers expected cash flows from financial assets in
assessing and managing liquidity risk, in particular its cash resources. Cash balances are
managed with two main objectives: maintain maximum liquidity and ~ ° ize the cost

of borrowing,.

Exposure to Liquidity Risk
The following tables summarize the maturity of the Company’s financial liabilities as at
December 31, 2014 and 2013 based on contractual repayment arrangements:

2014
Carrying Contractual  Winmune Murewman
Armrent Cash Flows Yper  Oeg Year
Accounts payable and other
current liabilities* P277,242,604 P277,242,604 P277,242,604 P -
_Dnetn ralatad noriac 392,113,755 392,113,755 392,113,755 -
P669,356.358 P669356,358 PARO.3SA3SR P -

*Excludes non-financial liabilities amounting fo a tolal of £1,075,254.
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20. Earmngs {Loss) Per Share Computation

The following table presents information necessary to calculate earnings per share:

20 2013 2012
Income (loss} attributable to
equity holders of the Parent
Company (a) P333,747,476  (P147,587,768) mennn o

Weighted average number of
common shares outstanding (b} 2,820,330,450  2,820,330,450  2,820,330,450

Basic/diluted incoine (loss) per :
share {a/m P0.1183 (P0.0523) (P0.0078)

The Parent Company has no dilutive shares for the years ended December 31, 2014, 2013
and 2012.

21. Other Matters

Joint Operating Agreement with Pinarmumgahan Limestone Property

On November 18, 2010, CPC entered into a joint operating agreement with PMDC as the
operator in the exploration, development, mining operation and wtilization of the
limestone and associated mineral deposits in Toledo and Pinamungahan, Cebu. The
agreement has a term of 25 years. The pre-operation activities are ongoing.

Sales Contract with Froelich Tours, Inc.

On December 12, 2013, the Company sold three (3) buses amou ~ g to P11 million,
which is exclusive of VAT and sales discount of P0.6 million. Lhis is payable in
twenty-three (23) equal monthly payments. Interest is 10% per annum, The cost to
acquire the buses amounted to P9.1 million. The Company recognized other income
amounting to P2.1 million in profit or loss in 2013.
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REPORT OF INDEPENDENT AUDITORS
ON SUPPLEMENTARY INFORMATION

The Board of Directors and Stockholders

Century Peak Metals Holdings Corporation and Subsidiaries
14/F Equitable Tower, 8751 Paseo de Roxas

Salcedo Village, Makati City

We have audited, in accordance with the Philippine Standards on Auditing, the consolidated
financial statemnents of Century Peak Metals Holdings Corporation and Subsi ™ ries

(the “Group”) as at and for each of the three years in the period ended December 31, 2014,
included in this form 17-A, and have issued our report thereon dated April 13, 2015.

Our audits were made for the purpose of forming an opinion on the basic consolidated financial
statements of the Group taken as a whole. The supplementary information included in the
following acec  ranying additional components is the responsibility of the Group’s management.
Such additional components include:

*  Map of the Conglomerate
= Schedule of Philippine Financial Reporting Standards and Interp  ations
*  Supplementary Schedules of Annex 68-E

These supple  ntary © "yrmation are presented for purposes of complying with the Securities
Regulation Code Rule 68, As Amended, and are not required part of the basic consolidated
financial statements. Such information have been subjected to the anditing procedures applied in
the audits of the basic consolidated financial statements and, in our opinion, are fairly stated, in
all  ierial respects, in relation to the basic consolidated financial statements taken as a whole.
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CENTURY PEAK METALS HOLDINGS CORPORATION AND SUBSIDIARIES

Map of the Conglomerate
As at December 31, 2014

Century Peak Metals Holdings
Corporation

| o

Century Hua Guang Smelting
Incorporated

100%

l 60%

A. Century Sidewide Smelting Incorporated has been incorporated on September €, 2011

Century Peak Corporation

Century Sidewide Smelting
Incorporated

80%

Century Summit Carrier, Inc.

B. Century Summit Carrier, inc. has been incorporated on September 25, 2011




CENTURY PEAK METALS HOLDINGS CORPORATION AND SUBSIDIARIES

SCHEDULE A. FINANCIALS ASSETS

Name of Issuing entity and association of each
issue (1)

Number of shares or principal
amount of bonds and notes

Amount shown in the
balance sheet (i)

Wajued based on market quotation at
halance sheet date (i)

Income received and accrued

NOT APPLICABLE




CENTURY PEAK METALS HOLDINGS CORPORATION AND SUBSIDIARIES

SCHEDULE B. AMOUNTS RECEIVABLE FROM DIRECTORS, OFFICERS, EMPLOYEES, RELATED PARTIES AND PRINCIPAL STOCKHOLDERS (OTHER THAN AFFILIATES).

Balance at beginning

Balance at end of

Name and Designation of debtor (i} of period Additions | Amounts collected (i} | Amounts written off (iii} Current | Not Current period
Century Peak Energy Corporation P3,124,399 P8,921,570 P - P - P12,045,969 P - P12,045 969
Philippines Dalishi Mining Co., Inc. 2,195,345 1,741,857 - - 3,937,202 - 3,937,202
Mineral Treasures Mining

Corporation 167,324 348,273 - - 515,597 - 515,597
Agility Transport, Inc. 121,244 - - - 121,244 - 776,106
East Agia Summit Traders 101,510 - - - 101,510 - 101,510
Cther stockholdars 5,378,807 1,349,658 {3,161,048) - 3,567 417 - 2,912,555
Totals P11,088,629 P12,361,358 (P3,161,048) P - P20,288,539 P - P20,288,92%




CENTURY PEAK METALS HOLDINGS CORPORATION AND SUBSIDIARIES

SCHEDULE C. AMOUNTS RECEIVABLE FROM RELATED PARTIES WHICH ARE ELIMINATED DURING THE CONSOLIDATION OF FINANCIAL STATEMENTS

. . Balance at - Amounts Amounts Balance at end of
Name and Designation of debtor beginning of period Additions collected () written off (i) Current Not Current pariod
Century Peak Corporation P405,681,747 P - 4,154,533 P - P401,527 214 P - P4a01,527.214
Century Summit Carrier, Inc. 184,680,546 - - - 184,680,546 - 184 680,546
Century Hua Guang Incorporated 182,483,664 279,765 - - 182,763,429 - 182,763 429
Century Peak Metal Holdings Corporation - 21,046 - - 21,046 - 21,046
Totals P772,845,957 P300,811 P4,154,533 P - P768,992 235 P - P768,992,235




CENTURY PEAK METALS HOLDINGS CORPORATION AND SUBSIDIARIES

SCHEDULE D. INTANGIBLE ASSETS - OTHER ASSETS

Cescription (i)

Beginning balance

Additions at cost (i}

Charged to cost
and expenses

Charged to
other accounts

Other changes

additions
(deductions) {jii)

Ending balance

Explored Mineral Resources

P1,962,088,553

P38,561,080

P -

P -

P1,863,527 473




CENTURY PEAK METALS HOLDINGS CORPORATION AND SUBSIDIARIES

SCHEDULE E. LONG TERM DEBT

Title of Issue and
type of obligation
M

Lender

Outstanding
Balance

Amount shown under
caption "Current
portion of long-temm
debt" in related
balance sheet (ii)

Amount shown under
caption "Long-Term
Debt" in related balance
sheet {iii)

Inferest Rates

Number of Periodic
Installments

Final Maturity

NOT APPLICABLE




CENTURY PEAK METALS HOLDINGS CORPORATION AND SUBSIDIARIES

SCHEDULE F. INDEBTEDNESS TO RELATED PARTIES (LONG TERM LOANS FROM RELATED PARTIES)

Name of Related Parties {i}

Balance at beginning of period

Balance at end of period (i)

NOT APPLICABLE




CENTURY PEAK METALS HOLDINGS CCRPORATION AND SUBSIDIARIES

SCHEDULE G. GUARANTEES OF SECURITIES OF OTHER ISSUERS

Mame of issuing entity of securities guaranteed
by the company for which this statemnent is filed

Title of issue of each class of
securities guarantieed

Total amount guaranteed and
outstanding (i)

Amount owned by person for
which statement is filed

Nature of guarantee (ii)

NOT APPLICABLE




CENTURY PEAK METALS HOLDINGS CORPORATION AND SUBSIDIARIES

SCHEDULE H. CAPITAL STOCK

Number of shares issued and
outstanding at shown under
related balance sheet caption

Number of Shares

Title of Issue (2} authorized

Number of shares
reserved for options,
warrants, conversion

and other rights

Number of shares held
by affiliates (3)

Direclors, officers
and employees

Cthers

Common Shares 3,575,000,000 2,620,330,450

1,313,762,503

1,506,567,947

Totals 3,575,000,000 4,820,330,450

1,313,762,503

1,506,567,947




CENTURY PEAK MET LS HOLDINGS CORPORATION AND SURSTMIARIES

SCHEDULE OF FINANCIAL SOUNDESS INDICATOR>

Years Ended December 31
2014 2013
ASSETS
Current ratio (current assets over current liabilities) 0.74:1 0.20:1
Solvency ratio {(net income plus depreciation and
amortization over total liabilities) 0.51:1 -0.43:1
Debt-to-equity ratio (total liabilities over total equity) 0.23:1 0.19:1
Asset-to-equity ratio (fotal assets over total equity) 1.23:1 1.19:1
Interest rate coverage ratic (earnings before interest and
taxes over interest expense) 192.27:1 -282.24: 1
Operating profit margin (operating income over net sales) 33% -76%
_ Nef nenfit margin (net income ~+=r net sales) * 1% 34004



























